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�Introduction

Psychology is a mature field that has informed and contributed to different 
domains of science, such as management, organizational behavior, marketing, 
and entrepreneurship. In this chapter, we review how the different perspectives 
of psychology have contributed to understanding and explaining the founda-
tion of individual behavior and how this affects society. Individuals act within 
societies, which constitute the context where individuals demonstrate their 
motivations, attitudes, and behaviors. Oftentimes, contextual idiosyncrasies 
and unique individual characteristics, skills, motivations, and cognitions lead 
people to imagine, plan, and create solutions to solve problems and challenges 
in society. One of the ways individuals improve and advance progress in their 

A. Østergaard (*) 
Department of Business and Management, Aalborg University, Aalborg, Denmark
e-mail: aoe@business.aau.dk 

S. C. Santos 
Rowan University, Glassboro, NJ, USA
e-mail: santossc@rowan.edu 

S. F. Costa 
Centre of Entrepreneurship, University of Groningen, Groningen, The Netherlands
e-mail: s.m.costa@rug.nl

http://crossmark.crossref.org/dialog/?doi=10.1007/978-3-319-91611-8_2&domain=pdf
https://doi.org/10.1007/978-3-319-91611-8_2
mailto:aoe@business.aau.dk
mailto:santossc@rowan.edu
mailto:s.m.costa@rug.nl


18 

societies is through entrepreneurship: discovering or creating opportunities to 
solve problems. Entrepreneurship is an intentional behavior, which highly 
depends on the abilities of individuals (Krueger 2007). Therefore, relying on 
psychological theory to explain entrepreneurial behavior is extremely impor-
tant, as entrepreneurship is primarily dependent on human action.

Psychology has contributed to the explanation of entrepreneurial behavior. 
As entrepreneurship transitioned from a purely economic field to focus more 
and more on individuals’ behavior, psychology has contributed to the address-
ing of critical questions in the field (Fayolle et al. 2005). For example, trait 
theory has contributed to the answering of the question “who is an entrepre-
neur?” by describing the personality traits most often associated with entre-
preneurial behavior. For a review of this perspective, see, for example, Rauch 
and Frese (2007). When trait theory received criticism due to the lack of 
conclusive results and the lack of variability in results, entrepreneurship schol-
ars went on to ask “what does an entrepreneur do?” (Gartner 1988). This 
question opened an avenue of research in entrepreneurship rooted in the 
behavioral approach of psychology. At the same time, to explain entrepre-
neurial behavior, motivational theories were brought to the field as well (the 
work of McClelland (1961) is central for this topic).

As the field moved to focus on the context where entrepreneurs act, in new 
ventures, other questions came up to focus on “how does an entrepreneur 
think?”. The description of entrepreneurs’ cognitive frameworks is deeply 
based on cognitive psychology (Mitchell et al. 2004, 2007; Costa et al. 2016) 
and is grounded in the idea that entrepreneurship is a conscious act (Krueger 
2007) that depends on individuals’ experiences and expertise, and can be 
mostly learned (Drucker 1985). Currently, cognitive perspectives on entre-
preneurship research are still central, giving rise to the creation of the entre-
preneurial cognition subfield (Mitchell et al. 2002).

As the entrepreneurial field moves forward, questions regarding the devel-
opment of entrepreneurial thinking and mind-set gain importance, and these 
are also deeply rooted in psychological theories. Consequently, entrepreneur-
ship has moved from being a purely economic field, mainly targeting the 
creation of new ventures, to focusing on individual behavior, entrepreneurial 
thinking, and methods entrepreneurs use to create value for themselves and 
their community. Accordingly, entrepreneurship research nowadays goes 
beyond the venture creation process and takes different shapes and forms. We 
suggest that a legitimate and imperative next step for the entrepreneurship 
research field is to focus on the quality of life of entrepreneurs. Entrepreneurship 
research has focused on entrepreneurs’ personality, behaviors, and cognition. 
These approaches focusing on the well-being of entrepreneurs are necessary to 
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understand the impact of entrepreneurship on individuals’ mental health, to 
promote quality of life, to understand the motivations underlying entrepre-
neurial behavior, and, ultimately, to continue understanding how these indi-
viduals change their environment, discover opportunities, and advance 
societies in innovative ways.

In this chapter, we first present a general overview on how psychological 
theory and measurement evolved over time. Next, entrepreneurship is empha-
sized from a psychological perspective and then we focus on well-being theory 
and open a discussion on how it is relevant for entrepreneurship research. We 
conclude with a general model that can inspire future research paths.

�Perspectives from the Science of Psychology

The core study object of psychology is human beings’ behavior and mental 
processes in a variety of situations (Fowler 1990). Psychology relates to the 
study of individuals or groups of individuals with the goal of enhancing the 
current common understanding of human-related subjects, such as, the pro-
cess of learning and how the optimal well-being of people are defined in dif-
ferent cultures. Additionally, psychological practice differs according to its 
subfield. For example, a clinical psychologist focuses on remedying mental 
disorders, while an organizational psychologist focuses on subjects related to 
the workplace, team dynamics, and career planning. Nevertheless, the com-
mon goal of practitioners is to assure individuals’ well-being in the different 
contexts of their lives and the optimal foundation for further personal devel-
opment. Accordingly, in this chapter, we address well-being as a complemen-
tary field of psychology that has not yet been fully integrated into 
entrepreneurship, as a relevant opportunity for research. In our view, studying 
entrepreneurs’ quality of life, how entrepreneurs perceive their subjective 
well-being and happiness, is relevant to promote better practices and policies 
in entrepreneurship practice. Before delving into the details of well-being 
theories and entrepreneurship, we first focus on the key concepts of psychol-
ogy and the various schools of thought that directly and indirectly have influ-
enced entrepreneurship.

�Psychology as a Scientific Field

Psychology is one of the oldest disciplines with recognized scientific value in 
the history of humanity, spanning different regions of the globe. Psychological 
knowledge had been preserved since ancient times and substantially increased 
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in the Western world in the sixteenth century. For example, the four tempera-
ment types observed, described, and used by Hippocrates (460 BC–370 BC) 
for human diseases, and their later developments proposed by Galen, are still 
currently being used by psychology scholars (Jouanna 2010). In general, the 
science of psychology has had a great impact on contemporary scientists, and 
vice versa, such as the general theoretical enhancement by Francis Bacon 
(Serjeantson 2014) and, more specifically, the subject of anxiety as explored 
philosophically by Kierkegaard.

The first steps on how to measure psychological constructs started with 
Galton, who created statistical concepts and methods to study intelligence 
and human differences. Specifically, Galton was the pioneer of the phrase 
“nature versus nurture” (Galton 1869; Zaccaro 2007) which called attention, 
at that time, to the innate characteristics of individuals when compared to 
individual’s experiences. The development of psychological measurement 
methods was also developed in accordance with the contemporary influences 
of momentous scholars. For example, Galton was followed by Cronbach, who 
is well known for his measure of reliability in statistics and currently affecting 
most of the scholarly work by using Cronbach’s alpha. Related to this, 
Thorndike’s highly cited paper on halo error in ratings of cognitive ability 
testing and in the measuring of exceptional individuals affected both the mea-
surement and the testing literature in psychology (Cortina et al. 2017).

In the stream of measuring the individual, Cattell developed psychometric-
based personality traits (16 Personality Factors); Binet worked with intelli-
gence tests; Wechsler developed an Intelligence Scale; and, the most used 
intelligence tests of today: the Wechsler Adult Intelligence Scale (WAIS), the 
Wechsler Intelligence Scale for Children (WISC), and the Wechsler Preschool 
and Primary Scale of Intelligence (WPPSI) (Wechsler 1975). Other scholars 
proposed also means for the measurement of personality, as Eysenck who con-
tributed knowledge from psychotherapy, and Luria who launched neuropsy-
chology and the neuropsychological functioning based on soldiers with brain 
damage, which is still influencing our understanding of neuroscience.

The theoretical foundations of psychology took shape in the eighteenth and 
nineteenth centuries based on the pioneering work of distinctive scholars. 
Well known are the psychological experiments by Skinner (the founder of 
behaviorism theory) and the stimulus-response experiments with dogs con-
ducted by Pavlov. In opposition, Dewey (1896) postulated the unitary nature 
of the sensory motor circuit, and influenced many other experimental models 
and methods such as problem-based learning (PBL)—an educational method 
whereby the student mainly works with real problems in group-projects 
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instead of having lectures, which is widely used in education today (Savery 
2006), for instance, at most Danish Universities. Dewey’s argument was that 
every occasion is influenced by prior experiences and thus influences subse-
quent experiences as links in a chain.

A cornerstone in psychology is the psychoanalytic conception of personal-
ity as represented by Freud’s conceptions of the ego, superego, and id, stand-
ing in contrast to the archetypes of Jung. Freud and Jung inspired other 
scholars, such as Klein with his psychoanalytical therapy for children, and 
Erikson, who developed the theory of stages in psychosocial development, 
following in the footsteps of Freud.

Developmental psychology, the specific subfield of psychology that focuses 
on how and why individuals change over the span of their life, has several 
contributors starting with Piaget’s observations on the cognitive development 
of his own children, Vygotsky’s zone of proximal development, and the client-
centered therapy of Rogers (1961). This latter theory argues that the optimal 
development, described as “the good life”, requires that individuals’ continu-
ally aim to fulfill their full potential. Accordingly, Rogers (1961) listed seven 
characteristics of a fully functioning person having an optimal development: 
(1) open to experience; (2) present in the moment and in the present process; 
(3) trusting one’s own judgment, having a sense of right and wrong, and able 
to choose appropriate behavior for each moment; (4) able to make a wide 
range of choices, fluently and concurrent with the necessary responsibility; 
(5) creative—as related to the feeling of freedom, for instance, shaping one’s 
own circumstances; (6) reliable and constructive in any action, while main-
taining a balance between all of one’s needs; and (7) experiences joy and pain, 
love and heartbreak, fear and courage intensely, while having a rich, full, and 
exciting life. We come back to Rogers’ interpretation of the good life and the 
characteristics of a fully functional individual when discussing the well-being 
of an entrepreneur.

Educational and developmental psychology cover many of the same themes 
following Vygotsky’s zone of proximal development (Wertsch 1984), person-
ality (Mussen et al. 1963), role models (Van Auken et al. 2006), entrepreneur-
ial potential (Santos et al. 2013; Jayawarna et al. 2014), and overcoming odds 
(Werner and Smith 1992).

Another psychological theory that concurrently is widely cited in different 
research fields is the theory of needs that often alternates with the theory of 
motives; the two significant scholars in this field are Maslow (1943) and 
McClelland (1985). Likewise, the group dynamics framework by Lewin 
(1947) and locus of control (Rotter 1990) have influenced other disciplines, 
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such as leadership and coping theories, respectively. Other scholars have had 
prominent roles in the theoretical and empirical development of psychology, 
such as Ajzen with the Theory of Planned Behavior (1991) and Bandura on 
behavioral patterns, the Social Learning Theory (1971), and self-efficacy the-
ory (Bandura and Adams 1977).

Psychological theories and psychology as a discipline are characterized by 
an eclectic approach. Accordingly, Robert S. Woodworth was awarded with a 
Gold Medal by the American Psychological Foundation in 1956 for his 
“unequaled contributions to shaping the destiny of scientific psychology” 
(Shaffer 1956, 587); through his creation of a general framework for psycho-
logical inquiry, his nurturing of students who later became influential psy-
chologists, and for his textbooks that were thorough in scope, depth, and 
clarity. “Through these texts, Woodworth articulated an inclusive, eclectic 
vision for 20th-century psychology: diverse in its problems, but unified by the 
faith that careful empirical work would produce steady scientific progress” 
(Winston 2012, 51).

The eclectic approach has affected the existing schools of thought with 
combinations, overlaps, and the specified evolutions of concepts and content 
in many new directions. However, the present issues of the reliability and 
validity of properties, classifications, and test equivalence that scholars are 
struggling with are similar to the measurement issues that were relevant a 
hundred years ago (Cortina et al. 2017).

�The Psychology of Entrepreneurship

The main traditional schools and disciplines within psychology are clinical, 
social, industrial and organizational (I/O), developmental, and educational 
psychology, all of which having played an important role in explaining entre-
preneurial behavior and thinking. Recently, applied psychology and positive 
psychology have also contributed to explaining entrepreneurship (Gorgievski 
and Stephan 2016) and the subfield of psychology of entrepreneurship has 
gained importance (e.g., Baum et al. 2007).

Social psychology focuses on the activities, patterns, and characteristics of 
groups, clusters of entrepreneurial ventures, local environment, family con-
text, and teams. For example, social psychology is relevant when we want to 
explain how an entrepreneur moves him or herself in this working environ-
ment, how he or she deals with the in and out group, and how becoming an 
entrepreneur can be a conscientious choice (Krueger 2007). I/O psychology 
and business psychology come also into play with topics such as work-life bal-
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ance (e.g., Parasuraman et  al. 1996), stress (Lazarus and Folkman 1984), 
hardiness (Maddi and Kobasa 1991), and leadership (Renko et  al. 2015; 
Cogliser and Brigham 2004) that are particularly important for entrepreneurs. 
Cognitive psychology focuses on the intelligence, logical reasoning, problem-
solving, coping strategies (e.g., Politis 2005), decision-making, and categori-
zation processes which have been largely integrated in entrepreneurship 
(Baron 2004; Dimov 2011). Cognitive science has been a lens through which 
to understand various aspects of entrepreneurship, leading to the emergence 
of entrepreneurial cognition that aims to understand how entrepreneurs think 
and act. Entrepreneurial cognition refers to “the knowledge structures that 
people use to make assessments, judgments or decisions involving opportu-
nity evaluation and venture creation and growth” (Mitchell et al. 2002, 97) 
and borrows theories, empirical evidence, and concepts from cognitive psy-
chology and social cognition literature that have been useful to explain the 
development of entrepreneurs’ mental mechanisms and structures responsible 
for entrepreneurial behavior and thinking (Santos et al. 2016). During the last 
decade, entrepreneurial cognition research achieved significant findings about 
how entrepreneurs think and make decisions. The main findings fall into four 
main categories: (1) heuristic-based logic, (2) perceptual processes, (3) entre-
preneurial expertise, and (4) effectuation (Mitchell et al. 2007).

New subfields emerge continually in accordance with the eclectic approach. 
Another recent perspective is positive psychology, which is also relevant in 
entrepreneurship (Seligman and Csikszentmihalyi 2000). Positive psychology 
focuses on the personal development toward becoming fully functioning in 
life and in terms of contextual well-being, for instance, regarding entrepre-
neurs, the subjective well-being in relation to money (Srivastava et al. 2001), 
growth willingness (Davidsson 1989), and early determinations of well-being 
(Caprara et al. 2006). Other previous studies focused on the up and down 
sides of being an entrepreneur (Baron et al. 2011), resilience and emotions 
(Welpe et al. 2012; Zampetakis et al. 2009), and in relation to organizational 
behavior (Luthans 2002).

�The Psychology of Entrepreneurs

Entrepreneurs are individuals working in a very specific context, with demand-
ing working characteristics, and performing unique tasks. Thus, psychology is 
a relevant theoretical lens to study entrepreneurs that seem to be committed 
to becoming fully functioning (Rogers 1961). In line with Rogers’ character-
istics of optimal development, an entrepreneur is open to experience and 
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present in the moment and the current process (Morris et al. 2012). An entre-
preneur trusts in his or her own judgment of right and wrong (Casson 2003; 
Bottom 2004), and the best of entrepreneurs choose appropriate behavior, 
along with a wide range of other choices, with responsibility (Chakravarthy 
and Lorange 2008). An entrepreneur is also creative (Ward 2004) and shapes 
his or her own circumstances in relation to the feeling of freedom (McMullen 
et al. 2008). The best-functioning entrepreneurs are reliable and constructive 
in any action, while maintaining a balance between, for instance, control and 
trust (Shepherd and Zacharakis 2001). Often an aggressive need such as com-
petition is changed into endurance and efficient problem-solving (Hsieh et al. 
2007). An entrepreneur experiences joy and pain, love and heartbreak, fear 
and courage intensely, while having a rich, full, and exciting life (Sexton and 
Bowman 1985). According to effectuation theory, entrepreneurs are not able 
to decide the best course of action, but they have to deal with contingencies, 
to be flexible, and to use experimentation. Sarasvathy (2001, 2008) further 
suggests that entrepreneurs engaged in the effectuation approach use the 
results of their decisions as a new information source to change the action, 
work with resources at their control, and to develop necessary adjustments.

Surprisingly, the well-being of the entrepreneur is underrepresented in 
entrepreneurship. Understanding entrepreneurship requires the analysis of 
the entrepreneur’s well-being, which, according to Dewey (2007), must be a 
circular chain in which his/her well-being determines entrepreneurial behav-
ior, which in turn reciprocally benefits well-being perceptions. “Since the 
mental health of those who aspire to establish their ventures is a critical ele-
ment of their capacity to perform well, an understanding of the role of indi-
vidual choices of life goals and motives in promoting wellbeing not only sheds 
light on who benefits the most from entrepreneurship in terms of well-being, 
and why, but also helps entrepreneurs and those who support them in their 
pursuit of their entrepreneurial goals, which is equally valuable” (Shir 2015, 
308–9). Hence, we expect that a psychological perspective with a focus on 
well-being shapes the study and practice of entrepreneurship toward the indi-
vidual level and in a cross-disciplinary direction that enhances the quality of 
research, support, and development of entrepreneurship.

�Psychological Well-Being Theory

Psychological well-being, happiness, and quality-of-life theories (Diener 
1984) have not been very widely integrated in the entrepreneurship field, as 
opposed to in other domains of psychology, as discussed previously. Several 
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recent exceptions (Shir 2015; Uy et al. 2017) are discussed later in this chap-
ter. First, it is relevant to examine what psychological theory tells us about 
well-being.

The study of well-being was a reaction to previously mainstream research 
focusing on psychological disorders and sources of suffering. Since the 
1950s, it was enhanced by “notable psychologists within positive 
(Csikszentmihalyi, Frederickson, Lyubomirsky, Seligman), cognitive (Forgas, 
Isen), social and humanistic (Deci, Elliot, Higgins, Keyes, Maslow, Rogers, 
Ryan, Ryff, Sheldon), personality (Tellegen), and clinical (Jahoda, Jung, 
Keyes) psychology, as well as more direct efforts by well-being researchers, 
mainly within the psychological sub-field of subjective well-being (Diener, 
Lucas)” (Shir 2015, 53).

Psychological well-being is an individual’s general psychological condition 
or the overall state needed for effective human functioning (Costa and McCrae 
1980; Ryan and Deci 2001) and a phenomenon with distinctive cognitive, 
affective, and conative elements (Shir 2015). Literature on well-being entails 
two major approaches: eudaimonic and hedonic theories. Eudaimonic theo-
ries are grounded in humanistic psychology and relate to the ultimate desire 
of all humans to achieve psychological well-being or human happiness and 
meaning in life (Ryan and Deci 2001), and “the striving for perfection that 
represents the realization of one’s true potential” (Ryff 1995, 100). In this 
eudaimonic approach, well-being is a derivative of personal fulfillment and 
expressiveness (Waterman 1993), personal development (Erikson 1968), self-
actualization (Maslow 1943), individuation (Jung 1933), and self-
determination (Ryan and Deci 2001), or results more generally from being 
fully functional (Rogers 1961; Ryff 1989). Psychological well-being entails six 
main characteristics of the human actualization: autonomy, personal growth, 
self-acceptance, life purpose, mastery, and positive relatedness (Ryff and 
Singer 1998).

The hedonic approach is related to subjective happiness, the experience of 
pleasure as opposed to pain, the balance between positive and negative affect, 
and refers to satisfaction with different elements of human life (Ryan and 
Deci 2001). This approach is based on hedonic psychology and targets the 
maximization of human happiness (Ryan and Deci 2001). Within the hedonic 
approach, subjective well-being is very relevant, as it refers to the level of well-
being that individuals experience according to their subjective evaluations of 
their life in any relevant domain, such as work, family, relationships, and 
health. Subjective well-being is conceptualized as a threefold construct includ-
ing life satisfaction, presence of positive affect, and absence of negative affect 
(Diener and Lucas 1999).
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These two well-being approaches include specific measures and operation-
alizations; for example, the eudaimonic approach is measured by Ryff’s Scales 
of Psychological Well-Being (Ryff and Keyes 1995), the Basic Need Satisfaction 
Scale (Ryan and Deci 2001), the Flourishing Scale (Diener et al. 2010), whereas 
the hedonic approach is measured by the Satisfaction with Life Scale (Diener 
et  al. 2010), Subjective Happiness Scale (Lyubomirsky and Lepper 1999), 
Positive and Negative Affect Schedule (Watson et  al. 1988), and the Scale of 
Positive and Negative Experiences (Diener et al. 2010). These two approaches 
have been driving theory developments in psychology and other related fields, 
such as organizational behavior and management, leading to the emergence of 
different theories on happiness and well-being, but, remarkably, not yet on 
entrepreneurship, to any great degree.

Nevertheless, Shir’s (2015) work is pioneering in studying well-being in the 
entrepreneurship context, and in uncovering the impact of well-being in 
entrepreneurship along with the impact of well-being from entrepreneurship. 
Shir defines entrepreneurial well-being in the following manner: “subjective 
well-being from entrepreneurship—is a distinctive and important cognitive-
affective entrepreneurial outcome; a state of positive mental wellness with 
potentially far-reaching effects on entrepreneurs’ psychology, behavior, and 
performance” (2015, 22). His work integrates the development of a theoreti-
cal, context-specific theory of well-being in entrepreneurship and its payoff 
structure (Shir 2015). Yet this is, to the best of our knowledge, a solo effort to 
define and explore well-being in the entrepreneurship domain  (Journal of 
Business Venturing is preparing a special issue on entrepreneurship and well-
being that will certainly contribute to narrow this gap). Other main efforts 
were primarily developed by economists who focused on labor and happiness, 
studying the relationship between self-employment and work and life satis-
faction (e.g., Blanchflower 2000; Andersson 2008). For example, Blanchflower 
and Oswald (1998) found that the self-employed were more satisfied with 
their jobs. Similarly, self-employed individuals from the  Organization for 
Economic Cooperation and Development (OECD) countries reported higher 
levels of job and life satisfaction than employees (Blanchflower 2000), but 
this positive effect was found to be limited to the rich (Alesina et al. 2004) or 
due to the specific psychological characteristics of the owners (Bradley and 
Roberts 2004). In the same line of results, Andersson (2008) showed that self-
employment is related to an increase in job satisfaction, and that there is a 
positive correlation between self-employment and life satisfaction.

Engagement in entrepreneurial activities can favorably influence individu-
als’ well-being, as the entrepreneur is benefiting from a greater autonomy 
while developing his or her own meaningful job, pursuing a dream, generating 
value for the community, opening placement opportunities, and creating 
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value. However, engagement in entrepreneurial activities can also be detri-
mental to an individual’s well-being, as the entrepreneur is operating in a 
highly uncertain environment, with constrained resources, increasing compe-
tition pressure, heavy economic and financial responsibility, and social pres-
sure. Thus, it seems that the nexus between entrepreneurship and well-being 
is very complex, paradoxical, and under-researched. Scholars have not yet 
explored the mechanisms that explain the impact of entrepreneurship on 
well-being, nor the mechanisms that explain the impact of well-being on 
entrepreneurship, nor the predictors that are associated with these two rela-
tionships, nor how well-being levels fluctuate across the different stages of the 
entrepreneurship process, nor the well-being outcomes for the individual and 
for the venture. Understanding well-being in entrepreneurship is important 
to shield entrepreneurs’ mental health and to uncover the encouragement and 
motivations underlying the decision to engage in entrepreneurship.

�Psychological Well-Being Theory Is Fundamental 
for Understanding the Individual Entrepreneur

Entrepreneurship is primarily an individual effort (Shane and Venkataraman 
2000; Shane 2003), as recognizing opportunities is fundamentally a mental 
process engaged in on an individual basis (Baron 2006). Entrepreneurial 
activity unfolds by virtue of the entrepreneur leading the decision-making 
processes (Sarasvathy 2001; McMullen and Shepherd 2006), leveraging 
resources (Alvarez and Busenitz 2001), founding the business (Hoang and 
Gimeno 2010), and maintaining motivation even during the most difficult 
times (DeTienne et al. 2008). Thus, studying the person as an entrepreneur is 
very important in order to understand and enhance performance across the 
diverse scope of entrepreneurial activities. Consequently, diverse scientific 
fields focusing on the individual appeared as relevant and adequate to con-
verge on the entrepreneurship domain. This is why psychology comes into 
play and has been such a relevant framework to explore the unique character-
istics of entrepreneurs (Hisrich et  al. 2007; Baum et  al. 2007; Frese and 
Gielnik 2014).

Entrepreneurship has been mainly drawing from specific domains within 
psychological theory, such as cognitive psychology (Mitchell et  al. 2002), to 
explain opportunity recognition processes (Grégoire et al. 2010; Santos et al. 
2015; Costa et al. 2018), to define entrepreneurial alertness (Gaglio and Katz 
2001), and to understand heuristics in decision-making processes (Busenitz and 
Barney 1997), risk-taking (Palich and Bagby 1995), and creativity (Ward 2004). 
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Affective theories (Forgas 2008) have also been very relevant to entrepreneur-
ship research (Baron 2015) with a focus on the basis of entrepreneurial passion 
(Cardon et al. 2012; Cardon et al. 2009), studying emotions in entrepreneurial 
opportunity evaluation and venture efforts (Foo et al. 2009; Foo 2011), creative 
processes (Hayton and Cholakova 2012), and business failure (Shepherd et al. 
2009), to name a few. Another domain of psychology that has been widely 
integrated in entrepreneurship research is personality (Rauch and Frese 
2007;  Østergaard 2017), specifically patterns of entrepreneurial personality 
(e.g., Brandstätter 2011), and its impact on different outcomes, such as venture 
growth (Lee and Tsang 2001).

�Well-Being as a Predictor of Entrepreneurial Activity

One of the seminal definitions of entrepreneurship describes it as a process 
through which individuals identify, evaluate, and exploit opportunities (Shane 
and Venkataraman 2000). Both individuals and opportunities are thus central 
for the entrepreneurial process to unfold and this relationship is typically 
referred to as the individual-opportunity nexus (Shane 2003). The literature 
is rich in attempts to explain and predict how this process unfolds. Several 
authors have focused on explaining which individual factors determine the 
ability to identify opportunities (Baron 2004, 2006), while others have 
focused on how opportunities come into existence (e.g., Alvarez and Barney 
2007). Cognitive theory has offered important insights in describing the 
mental mechanisms that entrepreneurs engage in when identifying, evaluat-
ing, and exploiting opportunities.

As far as opportunities are concerned, a debate on whether opportunities 
are discovered or created has motivated several studies in the field, even though 
recent perspectives stress a realistic approach on how opportunities come into 
existence, emphasizing individual desire and agency efforts as key elements of 
opportunity identification (Ramoglou and Tsang 2016). We suggest that the 
entrepreneurial process, rooted in opportunity identification, evaluation, and 
exploitation, is highly dependent on the individual well-being of the entrepre-
neur as demonstrated in the entrepreneurial behavior. Interestingly, this asso-
ciation has never been explored.

However, since entrepreneurship and the identification of opportunities 
depends deeply on the individual effort of entrepreneurs, it seems that under-
standing entrepreneurship requires a deep insight into the fundamental 
relationship between entrepreneurial activity and the well-being of the indi-
viduals involved. In this sense, the six characteristics of human actualization 
(Ryff and Singer 1998) and the seven characteristics of optimal development, 
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described as the good life, in which individuals fulfill their full potential 
(Rogers 1961), tend to provide insight into the well-being of entrepreneurs.

In fact, entrepreneurship has moved from being examined from a purely 
economic perspective, where organizations were the main level of analysis 
(e.g., Schumpeter 1934), to a perspective in which the individual is central to 
understand the entrepreneurial phenomena (Gartner et al. 1994). Concepts 
such as entrepreneurial mind-set, seen as the ability to master entrepreneur-
ship through experience (Haynie et al. 2010), and entrepreneurial cognition, 
seen as the basis of entrepreneurial thinking and action (Mitchell et al. 2002), 
demonstrate that individual motivations, perceptions, and predispositions 
toward entrepreneurship are central to understanding entrepreneurial activity 
and success. Therefore, investigating the way individuals feel when engaging 
in entrepreneurship is of utmost importance to understanding entrepreneur-
ial activity. Well-being, as an individual-level variable, can both determine the 
conditions in which to engage in entrepreneurship and be affected by the 
entrepreneurial activity outcome in return. While individual factors may 
determine entrepreneurship activity, this in turn may affect the subjective per-
ception of well-being as well, consistent with the aforementioned circular 
chain (Dewey 2007).

First, we deal with the six main characteristics of human actualization: 
autonomy, personal growth, self-acceptance, life purpose, mastery, and posi-
tive relatedness (Ryff and Singer 1998) in relation to the seven characteristics 
of a fully functional person (Rogers 1961). We suggest that the characteristics 
of Rogers, as related to the experience of diverse feelings and a rich, full, and 
exciting life, align with the hedonic dimensions as the outcome of the entre-
preneurial activity. Next, the crucial factors of individual entrepreneur’s well-
being are integrated (Table 2.1).

Finally, we propose a model according to which the entrepreneurial process 
depends on the eudaimonic characteristics of well-being as individual predic-
tors of entrepreneurial behavior as reflected by opportunity identification, 
evaluation, and exploitation. The entrepreneurial activity, as the context in 
which entrepreneurs behave, think, and feel, influences the hedonic percep-
tions of well-being, this seen as the subjective well-being of the entrepreneur. 
See Fig. 2.1.

The model we propose is based on the assumption that well-being has a cir-
cular effect on the individual, which means that the eudaimonic aspects of 
well-being are predictors of entrepreneurial activity, while the subjective hedonic 
aspects result from engaging in entrepreneurial activity. In this sense, the eudai-
monic dimensions of well-being refer to characteristics, which are endogenous 
to the individual. Autonomy, personal growth, self-acceptance, life purpose, 
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Table 2.1  Well-being dimensions

Rogers characteristics distributed in accordance with eudaimonic 
and hedonic dimensions

Eudaimonic 
dimensions
Autonomy Trusting one’s own judgment, sense of right and wrong and able 

to choose appropriate behavior for each moment
Personal 

growth
Creative—related to the feeling of freedom, for instance, shaping 

one’s own circumstances
Self-

acceptance
Open to experience

Life purpose Able to make a wide range of choices, fluently and concurrent 
with the necessary responsibility

Mastery Present in the moment and in the present process
Positive 

relatedness
Reliable and constructive in any action, while maintaining a 

balance between all of one’s needs. (Even aggressive needs will 
be matched and balanced by intrinsic goodness in congruent 
individuals)

Hedonic 
dimensions
Life 

satisfaction
Experiences joy and pain, love and heartbreak, fear and courage 

intensely, while having a rich, full, and exciting life
Positive affect
Negative 

affect

Individual

Autonomy

Personal
growth

Self-
acceptance

Life purpose

Mastery

Positive
relatedness

Entrepreneurial
activity Individual

Identification
Evaluation
Exploitation

Life
satisfaction

Balance positive
/negative affect
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Fig. 2.1  Eudaimonic and hedonic well-being dimensions in the entrepreneurship 
process

  A. Østergaard et al.



  31

mastery, and positive relatedness affect an individual and are likely to motivate 
entrepreneurial activity. Specifically, individuals with high autonomy are charac-
terized as being self-determining and independent, capable of persisting with 
their thinking even under social pressure, being able to regulate their behavior 
internally, and guided by self-evaluation and by their personal standards (Ryff 
and Singer 1998). Individuals with high personal growth strive for continued 
self-personal development and growth, targeting constant improvement, engag-
ing in new experiences and discoveries, and continuously evolving based on 
their self-knowledge and effectiveness (Ryff and Singer 1998). Regarding those 
individuals with high self-acceptance, they are characterized as having a positive 
attitude toward themselves, but, at the same time, they accept the positive and 
negative aspects of their self, and feel comfortable about their past life (Ryff and 
Singer 1998). Individuals with a high life purpose have established goals in life 
and a perception of directedness. They also perceive the present and past mean-
ing of life, and have strong goals, vision, and objectives for living (Ryff and 
Singer 1998). Having a high mastery means that individuals feel competence in 
managing a particular task, controlling external activities, and using the oppor-
tunities in the environment effectively (Ryff and Singer 1998). Having positive 
relations with others, that is, positive relatedness, is typical of individuals with 
warm, fulfilling, and trusting relationships, being attentive to others’ general 
health, happiness, and fortunes, capable of developing strong ties with others 
that are based on empathy, affection, and intimacy, and exhibiting resilience in 
the give and take of any relationship (Ryff and Singer 1998). These eudaimonic 
dimensions of well-being are not stable but rather change over time, depending 
on the context and performance perceptions of the individual.

Thus, these six characteristics of eudaimonic well-being are in line with the 
general evidence on the main individual characteristics positively associated 
with identification, evaluation, and exploitation of opportunities, such as 
those exhibited by entrepreneurs that are motivated by the execution of higher 
autonomy and personal realization and recognition (Carter et al. 2003), and 
by having a high internal locus of control (Brockhaus 1975) and, thereby, the 
experience of strong social networks and social capital (Greve and Salaff 2003).

In our model, we follow the conceptualization of entrepreneurial activity 
as grounded in the identification, evaluation, and exploitation of opportuni-
ties. These actions cover the largest part of the entrepreneurial process. 
Entrepreneurial opportunities set up the preconditions from which the 
entrepreneur acts. Engaging in the different activities related to entrepre-
neurship is known to influence the feelings of the individuals involved, espe-
cially when these activities are central to the personality of entrepreneurs 
(Cardon et al. 2009). Therefore, entrepreneurial activity is likely to influence 
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entrepreneurs’ subjective perception of well-being, namely their satisfaction 
with life and happiness in general, resulting in an optimal balance between 
positive and negative affect.

Our model stresses the importance of well-being in the entrepreneurial 
process by emphasizing that the individual characteristics determining 
involvement in entrepreneurial act, those of opportunity discovery, evalua-
tion, and exploitation, which in turn affects the subjective perception of well-
being. Moreover, we conceive this model as dynamic, and, as the eudaimonic 
dimensions of well-being are changeable, there is a potential feedback loop so 
that positive benefits of well-being for entrepreneurial activity increase the 
sense of well-being in a virtuous circle. In addition, this framework opens 
several new avenues of research, such as, for example, on the dimensions of 
well-being and how entrepreneurship shapes the various dimensions of entre-
preneurial well-being, how well-being changes depending on situations, con-
ditions, and entrepreneurial experiences, and what the predictors and 
outcomes of entrepreneurial well-being are.

Future research should also consider particular conditions that interfere 
with the model, for example, how different types of ventures influence the 
well-being of entrepreneurs. Entrepreneurs create different types of ven-
tures—survival, lifestyle, managed growth, and aggressive growth ventures 
(Morris et  al. 2018)—and these require different tangible and intangible 
resource configurations. These four types are defined based on a range of cri-
teria including annual growth rate, time horizon, management focus, man-
agement style, entrepreneurial orientation, technology investment, liability of 
smallness, source of finance, exit approach, management skills, structure, 
reward emphasis, and founder motives (Morris et al. 2018). Building on this 
typology, if an individual aspires to have a work-family balance, to create 
value for a particular location while generating profit to provide a steady 
income and financial comfort, then he/she will launch a lifestyle venture and 
not an aggressive growth venture that, in essence, requires other individual 
choices and commitments. Thus, while positive well-being may be an impor-
tant factor in enabling entrepreneurship at the start, the pursuit of well-being 
as an objective may undermine business optimization. And, as theory in 
entrepreneurial well-being advances, there is also a need to discuss how to 
measure the impact of well-being in entrepreneurship (and vice versa) and 
prepare studies with adequate research designs that allow the establishment of 
causal relationships, such as longitudinal designs.
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�Conclusion

Psychology focuses on the importance of the general well-being of individuals 
in different contexts. Despite the fact that psychology has already informed 
entrepreneurship in several relevant topics, we do not yet know much about 
the well-being of entrepreneurs. As entrepreneurship is progressively a more 
frequent choice for individuals, it is critical to understand how well-being 
influences the entrepreneurial process, and also, how well-being can motivate 
or trigger individuals to start their own venture. Indeed, individual decision-
making (McMullen and Shepherd 2006), entrepreneurial motivation (Shane 
et al. 2003), entrepreneurial identity (Down and Reveley 2004), and founder 
identity (Powell and Baker 2014) are relevant constructs to explain the rela-
tion between well-being and entrepreneurship. Based on this conceptual 
foundation, empirical research is needed to further explore the relations set 
forth here, and specifically to further clarify other variables that might be 
interacting here, such as venture types (Morris et  al. 2018), occupational 
experience, education, age, gender, personality, and social background, to 
state a few.

As an effort to understand the interplay between objective and subjective 
notions of well-being, in this chapter, we put forward a framework integrating 
the eudaimonic and hedonic perspectives of well-being. We hope that our 
model inspires future research, calls the attention of scholarly research on 
well-being and entrepreneurship, and sparks the curiosity of the readers 
toward these topics to continuously look for more theoretical and practical 
connections between psychology and entrepreneurship. By grounding research 
on well-informed theories, and using reliable methodologies and rigorous 
data analysis processes, psychology will continue to contribute to the develop-
ment of entrepreneurship theory and practice.
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