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CHAPTER 6

PICKING UP THE REIGNS:

THE CRUCIAL ROLE OF
PSYCHOLOGICAL CAPITAL

IN THE TRANSITION FROM
LONG-TERM UNEMPLOYMENT
TO ENTREPRENEURSHIP

Karlijn Massar, Annika Niibold, Robert van Doorn
and Karen Schelleman-Offermans

ABSTRACT

There is an abundance of empirical evidence on the positive effects of
employment — and the detrimental effects of unemployment — on individuals’
psychological and physical health and well-being. In this chapter, the authors
explore whether and how self-employment or entrepreneurship could be a solu-
tion for individuals’ (re)entry to the job market and which (psychological)
variables enhance the likelihood of entrepreneurial success. Specifically, the
authors first focus on unemployment and its detrimental effects for health and
wellbeing, and outline the existing interventions aimed at assisting reemploy-
ment and combating the negative consequences of unemployment for individu-
als’ well-being. Then, the authors will explore entrepreneurship as a potential
solution to unemployment and explore the psychological variables that enhance
the likelihood of entrepreneurial success. One of the variables the authors
highlight as particularly relevant for self-employment is the second-order
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construct of Psychological Capital (PsyCap, Luthans, Avolio, Avey, &
Norman, 2007 ), as well as its individual components — hope, optimism, effi-
cacy, and resilience. PsyCap is a malleable construct that can be successfully
trained, and PsyCap interventions are inherently strength-based and have
positive effects on employees’ and entrepreneurs’ performance and wellbeing.
Therefore, the authors end the chapter by suggesting that a PsyCap component
in existing education and training programs for entrepreneurship is likely to not
only increase entrepreneurial intentions and success, but also increases partici-
pants’ well-being, self-esteem, and the general confidence they can pick up the
reigns and take back control over their (professional) lives.

Keywords: Unemployment; self-employment; entrepreneurship;
Psychological Capital; entrepreneurship education and training;
well-being

The United Nations have set “Decent work and economic growth” as the eighth
of their 17 Sustainable Development Goals (SDGs) for 2030, and it entails

[...] opportunities for everyone to get work that is productive and delivers a fair income, security
in the workplace and social protection for families, and better prospects for personal develop-
ment and social integration. (Sustainable Development Knowledge Platform, 2019)

Global unemployment rates are currently at 5.2% (OECD, 2019) and are
slowly decreasing, but vary greatly between countries and educational levels.
Unemployed people are those who report that they are without work, they are
physically and psychologically able to work, and they have taken active steps to
find work in the last four weeks. Globally, unemployment is regarded as an unde-
sirable phenomenon, due to the detrimental consequences for individuals and
society as a whole.

Conversely, there is evidence for positive effects of employment on well-being.
There is a consensus in the literature that working has instrumental and expres-
sive meaning for individuals, meaning that employment is seen as necessary to
satisfy physical needs but is also directly linked to an individual’s identity and
social standing (e.g., Kuchinke, Ardichvili, Borchert, & Rozanski, 2009). Jahoda’s
(1982) classical work identified five latent functions of work, which provide a
sense of meaning and purpose to employment: time structure, collective purpose,
social contacts, status, and activity. A study by Paul and Batinic (2010) confirmed
that employed individuals, including unskilled manual workers, reported higher
levels on Jehoda’s latent functions than the unemployed and those out of the
labor force (students, retirees). Furthermore, Law, Steinwender, and Leclair
(1998) report that occupation has a positive influence on well-being and (men-
tal) health, and Christiansen, Backman, Little, and Nguyen (1999) report how
time spent engaging in meaningful occupation has a positive effect on individuals’
well-being. Lastly, the social investment principle (e.g., Lodi-Smith & Roberts,
2007) emphasizes that being able to invest in and commit to age-graded adult
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social roles that are part of normative development — such as the work role, or
pursuit of a career — contributes to identity formation and identity clarity, and
stimulates general well-being (see also Greenberger & O’Neill, 1993).

Thus, there is empirical evidence on the positive effects of employment, as well
as the detrimental effects of unemployment, on individuals’ psychological and
physical health and well-being (McKee-Ryan, Song, Wanberg, & Kinicki, 2005;
Paul & Moser, 2009). However, the existing research on how to best combat and
reduce unemployment and its negative impact is still lacking rigor and coher-
ence. Generally, countries try to reduce unemployment rates by developing and
implementing governmental policies and programs that either target the detri-
mental consequences of unemployment (e.g., a focus on decreasing psychological
complaints), or the unemployment itself (e.g., via training of more effective job
search behavior; for an overview see Moore et al., 2017). However, the effects of
these policies and programs are often only moderate in size (Paul & Moser, 2009),
and often lack sustainability in the face of economic fluctuations. One particular
intervention type that does seem to show more long-lasting effects, leading to
sustainable (re)entry to the labor market, concerns programs that promote self-
employment, that is, entrepreneurship (Dvoulety & Lukes, 2016; Michaelides &
Benus, 2012).

In the current chapter, we will therefore explore how self-employment may
be one solution for individuals’ (re)entry to the job market, and which (psycho-
logical) variables are crucial in entrepreneurial success. Specifically, we will first
focus on unemployment, summarize its detrimental effects, and outline the types
of interventions that have been set up to aid reemployment or to combat the
negative consequences for individuals’ well-being. Then, we will explore entre-
preneurship as a potential solution to unemployment and highlight the role of
Psychological Capital (PsyCap; Luthans, Avolio et al., 2007) in the context of
entrepreneurship and its positive consequences for self-employed individuals.
Research has shown that PsyCap is a malleable construct which can be success-
fully trained (Luthans, Youssef, & Avolio, 2007; Luthans et al., 2008), which con-
tributes to the success and life satisfaction of entrepreneurs (Baluku, Kikooma, &
Kibanja, 2016; Bockorny & Youssef-Morgan, 2019; Hmieleski & Carr, 2008).
Thus, in the last part of the chapter, we suggest that incorporating a PsyCap
component in existing education and training programs for entrepreneurship
might strengthen the success of such programs, as well as the entrepreneurial
success of its participants.

UNEMPLOYMENT
Consequences of Unemployment

“Would you continue to work if you won the lottery?” The responses to this ques-
tion may well illustrate the psychological value of work for most individuals. In
addition to the positive effects of being employed for well-being, there is also
compelling evidence that people who are unemployed largely lack aspects such as
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structure, meaning and purpose, social contacts, status, and activity (e.g., Jahoda,
1982) in their lives, and as a consequence suffer from distress and impaired well-
being (Paul & Batinic, 2010; Selenko, Batinic, & Paul, 2011). The detrimental
effects of unemployment in their turn affect a wide range of psychological and
physiological well-being estimators, ranging from depressed mood to high blood
pressure (McKee-Ryan et al., 2005). Indeed, unemployment or involuntary job
loss can be considered a critical life event with long-lasting negative impacts on life
satisfaction (Lucas, Clark, Georgellis, & Diener, 2004). Especially the long-term
unemployed (i.e., those being unemployed for one year or longer; International
Labour Office, 2015) show strong impairments of well-being when being com-
pared to short-term unemployed (McKee-Ryan et al., 2005).

Research further indicates that such impairments are often long-term and that
many people never fully recover from unemployment. For example, in a 15-year
longitudinal study, Lucas et al. (2004) demonstrate that people who experienced
unemployment did not fully return to their former levels of life satisfaction over
time, even after becoming reemployed. Furthermore, this study showed that peo-
ple did not become less sensitive to experiences of unemployment if they had
previously experienced unemployment, a finding also supported by Paul and
Moser (2009). Additionally, Paul and Moser (2009) as well as McKee-Ryan et al.
(2005) provide meta-analytic evidence for effects regarding individuals’ age and
the duration of unemployment. These studies confirm that in particular the long-
term unemployed as well as younger people suffer more from unemployment than
short-term unemployed and middle aged (Paul & Moser, 2009) or older people
(McKee-Ryan et al., 2005). In addition, particularly youth unemployment has
been shown to have long-term adverse — “scarring” — health consequences later
in life, both mentally and physically (Hammarstrom & Janlert, 2002; Strandh,
Winefield, Nilsson, & Hammarstrom, 2014).

Existing Interventions Aimed at Coping with or Escaping Unemployment

Interventions that target unemployed individuals with the aim of trying to aid
reemployment or mitigate the effect of job loss on mental health are an impor-
tant part of governmental actions to combat unemployment. In general, these
interventions aim to help the unemployed to build up important resources, either
by (1) changing negative attitudes or (self-) appraisals and increasing effective
coping strategies, (2) improving job search skills, or (3) both. As summarized
by Moore et al. (2017), specific examples include interventions that build up job
search skills and resilience to application rejections, provide advice to help people
access governmental support, and aim to reduce psychological strain and increas-
ing life satisfaction. These latter programs often make use of cognitive behavioral
therapy or emotional competency training.

Interventions that have successfully reduced the detrimental effects of unem-
ployment on well-being have, for example, mimicked the positive psychological
and social environment of paid work, by giving unemployed people the chance
to collaborate, build up routines, and make use of their skills (i.e., work experi-
ence schemes; see Sage, 2019). In these interventions, in particular the structured
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use of time, one of the latent benefits in Jahoda’s model (1982), has been
shown to improve mental health in unemployed people (McKee-Ryan et al.,
2005). Furthermore, research has evidenced that being able to use psychologi-
cal resources such as positive self-evaluations, or positive expectations for future
reemployment are related to higher wellbeing and may significantly lower the det-
rimental effect of unemployment on individuals (McKee-Ryan et al., 2005). Job
search programs — also called “job club” interventions — that focus on helping
individuals to improve their job seeking behavior, like the JOBS program in the
United States (Vinokur, Price, & Schul, 1995; Vinokur & Schul, 1997; Vinokur,
van Ryn, Gramlich, & Price, 1991) and the Tyohon program in Finland (Vuori &
Vesalainen, 1999), effectively lower depression.

Nonetheless, even though some interventions thus may effectively prevent
mental health deterioration or even improve it, current employment support
approaches aimed at sustainable re-employment are still largely unevaluated
and under-examined (Whelan, McGilloway, Murphy, & McGuinness, 2018).
Particularly, more research is needed to better understand the short- versus long-
term effects of job search interventions, since the evidence in the literature is
mixed. For example, in their meta-analysis, McKee-Ryan et al. (2005) have found
that actively engaging in job search activities is related to lower mental health for
unemployed workers, due to the high stress that is experienced while looking for a
job and facing rejections. However, other studies reported that job search behav-
ior is positively related to reemployment and the number of job offers received
(Kanfer, Wanberg, & Kantrowitz, 2001). Thus, these studies suggest that even
though job search behavior may impair mental health in the short term, but may
be beneficial on the long term.

Another aspect to consider more thoroughly in future research is the quality of
reemployment. Reemployment per se may not be very indicative of the mental
well-being of the formerly unemployed and his/her satisfaction with the newly
acquired job (McKee-Ryan et al., 2005). As mentioned by the International
Labour Office (2018), particularly in countries where there is no sufficient social
safety net (e.g., unemployment insurance) individuals cannot afford to be unem-
ployed and are thus forced to take on poorer quality jobs in terms of wages,
organizational level, or skill utilization. This form of underemployment is asso-
ciated with lower job satisfaction, work commitment, life satisfaction, and psy-
chological well-being, due to the “relative deprivation” it evokes in individuals
(Feldman, 1996; Feldman, Leana, & Bolino, 2002).

Here, we suggest that one potential sustainable means to help individuals re-
enter the labor market and obtain suitable and adequate jobs are self-employment
trainings. Those trainings support aspiring entrepreneurs to gain knowledge
about the ins and outs of starting a business and overcoming potential obsta-
cles along the way (Michaelides & Benus, 2012). Initial evidence suggests that
such programs are effective in helping unemployed individuals to start their own
business and to sustain self-employment (even years later; Dvoulety & Lukes,
2016; Michaelides & Benus, 2012). Particularly for the long-term unemployed,
the option of entrepreneurship may thus be a viable option to escape their current
situation, and improve financial, mental, and physical well-being.
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(FOSTERING) SELF-EMPLOYMENT

A self-employed individual (entrepreneur) is often defined as an individual who
creates a new firm or venture and assumes the responsibility for the independ-
ent ownership (Gartner, 1988). Individuals may aspire self-employment for a
number of reasons, among which are gaining autonomy — entailing independ-
ence and freedom — or passion and challenge to provide a product or service.
Other motivations are more economical in nature, and driven by a desire to gain
income, wealth, or status; or the opportunity to escape low wages, (the threat of)
unemployment, or poverty (Blanchflower & Meyer, 1994). Thus, in general, two
approaches are distinguished to understand entrepreneurship as a solution for
unemployment, why individuals decide to become self-employed, and what the
(potential) effects are of such self-employment: First, the economic view focuses
on what the (macro-)economic benefits or costs self-employment are, including
its relationship with unemployment rates (see e.g., Thurik, Carree, Van Stel, &
Audretsch, 2008). Second, the psychological view describes the entrepreneur as
an individual, and explains the individual benefits and costs of becoming self-
employed. We will first briefly explore the economic view, and subsequently pursue
the psychological view to specify the psychological benefits of self-employment,
and detail which characteristics determine whether individuals will be (successful)
entrepreneurs.

Based on this economical notion to self-employment, local governments and
international organizations such as the International Labor Office (2018) have
instigated policies and projects to stimulate self-employment. From this notion,
self-employment is assumed to benefit a country’s economy, since it is assumed
that self-employed ventures are innovative and will generate new jobs and
wealth. Such seed or start-up grants have been part of policy in Britain, France,
Germany, the United States, Australia, as well as in developing countries in Asia
and Africa, where government programs provide transfer payments, loans, and
tax exemptions to unemployed business starters (Blanchflower & Meyer, 1994).
However, other researchers maintain that these perceptions about the benefits of
self-employment are flawed because, contrary to common belief, the typical start-
up is not innovative, creates few jobs, and generates little wealth (Shane, 2009).
Thus, although in the current chapter we propose that entrepreneurship may be
a viable option to escape long-term unemployment, there are some drawbacks
to consider.

First, individuals should be aware that being self-employed is thought to
mainly have nonmonetary benefits, such as greater autonomy, broader skill uti-
lization, and the possibility to pursue one’s own ideas (Benz, 2009). Research
indicates that in particular subsidized entrepreneurs are less likely to aspire busi-
ness growth, often do not significantly contribute to employment creation and
economic growth in their countries (Hessels, Van Gelderen, & Thurik, 2008),
and even underperform compared to regular ones (Dvoulety & Lukes, 2016).
Second, the earned wages of the self-employed are often lower (around 80% of
those in paid employment) especially for women, and entrepreneurs forego the
acquisition and updating of relevant skills and training that are often offered in
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larger organizations. Self-employed individuals also miss opportunities of acquir-
ing new knowledge about developments in the labor market. Third, ending self-
employment, either by choice or by business failure, and returning to the wage
labor market at a same functional level is often disadvantageous and may entail
a reduction in wages, as a failed self-entrepreneur is often perceived as lacking
experience and training. However, for the majority of these drawbacks (as well as
benefits), there is large variability depending on regionality (e.g., rural vs. urban
start-ups), national economic circumstances (e.g., recession vs. boom) and indi-
vidual differences (e.g., male vs. female entrepreneurship, age; see e.g., Dvoulety &
Lukes, 2016).

Employing a strict economic viewpoint on entrepreneurship thus necessitates
identifying start-ups that have a low probability of enhancing economic growth,
and to discourage the formation of such enterprises. However, we want to stress
that business growth is only one of a range of possible policy goals. Other goals
such as skill acquisition are relevant as well, and including additional variables
than merely the economical ones is therefore important to better inform policy
recommendations. Simply put, in line with Minola, Criaco, and Obschonka
(2016): whereas many studies have focused mainly on self-employment actions,
they have tended to overlook these actions’ antecedents. These antecedents include
an individual’s motivations or personality traits, and they predict not only entre-
preneurial intentions and actions, but also growth and success (see also Rauch &
Frese, 2007). Thus, a psychological viewpoint, with a focus on demographic and
individual antecedents, and on the personal benefits of self-employment, seems
highly relevant in order to be able to explain why an individual becomes an entre-
preneur and what is needed to make a successful entrepreneur.

Fostering Self-employment Through Education and Training

Start-up failures are quite substantial, with 20% failing in the first year, and
up to 70% having failed by their 10th year (Bureau of Labor Statistics, 2016).
Therefore, it is essential to know the factors that contribute to becoming self-
employed, and to understand what makes a successful self-employment venture
(Wolff, Nivorozhkin, & Bernhard, 2016). Research on entrepreneurial survival in
Australia, the United States, and Europe was able to distinguish a limited number
of factors that contributed to the success and sustainability of self-employment (e.g.,
Blanchflower & Meyer, 1994; Dvoulety, 2018; Millan, Congregado, & Roman,
2012). For example, individuals choosing self-employment more often are
employed rather than unemployed, more often have a higher education, and are
more often middle-aged males. Moreover, one’s family background — such as hav-
ing a self-employed parent — and current financial situation, as well as previous
income levels also important determinants for workers to become self-employed
(e.g., Blanchflower & Meyer, 1994; Dvoulety, 2018; Millan et al., 2012;).
However, many studies suggest that rather than a specific degree or education,
a broad mixture of skills and a familiarity with the day-to-day experience of own-
ing a business, are important for entrepreneurial success. This fits with the idea
of the entrepreneur as “jacks-of-all-trades” (Lazear, 2004). Given the importance
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of experience and skills as contributing factors to becoming self-employed, and
the fact that one can train them, governments have developed and implemented
a range of programs consisting education about and training of the skills neces-
sary to become self-employed (Blanchflower & Meyer, 1994). Many of these pro-
grams, which can be classified as entrepreneurship education (EE; often targeting
students) or entrepreneurship training (ET; often targeting potential or practicing
entrepreneurs) focus on topics ranging from socio-emotional and management
skills, to employability and implementation of innovations (Valerio, Parton, &
Robb, 2014). Specifically, ET is implemented to encourage (long-term) unem-
ployed individuals, in particular youth, to both become aware of the possibility
of self-employment as well as gain the necessary skills to take the step to become
self-employed. Many, but not all, of these ET programs offer financial allowances
or subsidies, which support the self-employed individual through an introduc-
tory phase, or allow them to cover initial investment costs (Valerio et al., 2014).
Generally, these programs are effective in reintegrating unemployed individuals
in the labor market, as well as with respect to employment and income outcomes
for the participants in the long run (i.e., five years after start-up; Caliendo &
Kiinn, 2011).

One successful example of EE is the Swedish Junior Achievement Company
Program (JACP; see Elert, Andersson, & Wennberg, 2015). This program pro-
vides secondary school students with the experience of the whole life cycle of a
company using the “learning-by-doing” approach: Every year, over 20,000 stu-
dents set up, run, and evaluate their own JACP company, in which they produce
and sell some type of physical product or service. Mentors and teachers supervise
the students, and the program concludes by calculating the balance and results
sheets of each JACP company, after which they are closed down. Elert et al.
(2015) conducted a longitudinal study in which they followed mid-1990s JACP
participants for up to 16 years after graduation. They showed that compared to
individuals who did not follow the JACP program, the probability that JACP par-
ticipants started their own company was 27-30% higher. Moreover, income from
these firms was around 10% higher than entrepreneurial income of individuals
who did not participate in JACP.

Entrepreneurship education and training (EET) are also regularly imple-
mented in developing countries to stimulate individuals to avoid or to overcome
unemployment. For example, in Nigeria the Entrepreneurship Development
Program (Awogbenle & Iwuamadi, 2010) attempts to prepare and stimulate self-
employment in youth, with the ultimate aim to create jobs and improve their
livelihoods and economic independence. The focus is on acquiring skills, such as
the ability to take initiative, and creatively seek out and identify opportunities.
Furthermore, participants in the program are instructed how to develop budgets
and project resource needs, and to communicate effectively with potential cli-
ents and promote oneself and one’s ideas. However, as Awogbenle and Iwuamadi
(2010) also note, trainees in this program also raise concerns about the availability
of and access to the funds necessary to start a business. To overcome such finan-
cial barriers, some entrepreneurship training programs implement micro-grants
or subsidies to help entrepreneurs start-up their business. For example, the Youth
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Opportunities Program (YOP; Blattman, Fiala, & Martinez, 2014) in northern
Uganda is a government program designed to help poor and unemployed adults
become self-employed artisans. Young adults were invited to form groups and
prepare proposals for how they would use a grant to receive training and start
independent trades. Funds of about $382 per person were randomly allocated to
participants in these groups. Four years after the first implementation of the YOP,
Blattman et al. (2014) evaluated the outcomes: compared to a control group of
individuals who did not receive the grants, the treatment group had 38% higher
earnings and worked 17% more hours. Moreover, this group exhibited actions
indicative of an entrepreneurial mindset, such as record keeping, registering their
business, and paying taxes. Importantly, especially women who received financial
support benefited: Compared to the control group, women’s their income was
73% greater four years after receiving the grant, and considerably higher than the
29% increase among men.

To summarize, education and training programs aimed to stimulate entrepre-
neurial activity among various groups seem to be quite effective and range from
secondary school and undergraduate students to (long-term) unemployed indi-
viduals, in various regions across the world. However, these programs aimed at
increasing the knowledge and skills necessary for successful entrepreneurship are
only partly responsible for decisions to enter into self-employment, and for busi-
ness owners’ performance and survival. In the following section, we will review
which various psychological traits and characteristics (as well as the resulting
behaviors) play a role in these processes.

PSYCHOLOGICAL TRAITS RELEVANT
TO SELF-EMPLOYMENT

Self-determination theory may give a theoretical basis to explain the varied suc-
cess of self-employed individuals. The theory describes the importance of the
fulfillment of three basic needs — autonomy, relatedness, and competence. These
needs are related to higher levels of motivation and performance, life satisfaction,
and behavioral persistence (Ryan & Deci, 2000). Briefly, these needs translate to
a desire to control the outcome of one’s actions and to achieve mastery (compe-
tence), the desire to be connected to, interact with, and care for others (related-
ness), and the desire to be the causal agent of one’s life (autonomy; Ryan & Deci,
2000).

Applied to self-employed individuals, the literature shows that such individuals
often report more positive attitudes toward independence and freedom (Sutanto
& Eliyana, 2014). Indeed, entrepreneurs often forego higher wages to achieve the
psychological benefits of autonomy (Croson & Minniti, 2012). A psychological
perspective on entrepreneurial success thus suggests that in addition to economic
indicators for the performance of a business, such as sales growth or growth in
employees (e.g., Chandler & Hanks, 1994), the success of a business could addi-
tionally be evaluated by including individual or psychological characteristics to
evaluate business performance, such as personal satisfaction, work-life balance,
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innovation, or contributing to society (Gorgievski, Ascalon, & Stephan, 2011;
Razmus & Laguna, 2018).

The need for autonomy is also central to the job demands-control model
(Karasek & Theorell, 1990), which directly links it to well-being. The model pos-
its that two factors are central to employee well-being and health, namely job
demand and job control. Job demand refers to pace, complexity and amount
of work, whereas job control refers to one’s decision authority or autonomy,
and the range of skills used in the job. The model predicts that when individu-
als are employed in high-demand, low-control jobs, they experience elevated lev-
els of stress, which is detrimental to their (occupational) well-being and health.
Furthermore, the control one experiences over one’s job can actually buffer the
negative effects of high demands, because it allows employees to adjust their
work demands to match with their abilities, needs, and circumstances (e.g., Wall,
Jackson, Mullarkey, & Parker, 1996). Self-employment entails having a large
amount of control over one’s job demands and should in that sense provide a
buffer for stress and positively promote overall well-being. Indeed, Hessels,
Rietveld, and Van der Zwan (2017) show that the self-employed report lower
levels of stress than employees, and that this relationship is fully explained by
perceptions of high job control.

Moreover, there are different phases in the entrepreneurial process or venture
life cycle, and these different phases of the entrepreneurial process consist of vari-
ous activities that need to be performed. Moreover, at each phase, entrepreneurs
have various roles to fulfill (Baron, 2007; Korunka, Kessler, Hermann, & Lueger,
2010): in the pre-launch phase, individuals perform activities such as developing a
business plan, and possibly building an entrepreneurial team. Next, in the launch
phase, the focus is on implementing the business plan and performing activi-
ties focused on the survival the new venture. In the post-launch phase the main
activities consist of actually running the business and focusing on growth, main-
tenance, or maturation (Ming & Zuguang, 2013). Thus, small business owners
need to be able to function well in a variety of roles, and by definition they often
operate in unstructured, changing conditions, being exposed to uncertainties in
many domains.

Therefore, psychological characteristics are likely to be beneficial to entrepre-
neurial success and increase well-being because they foster the achievement of
entrepreneurial goals, and function as resources one can rely on or fall back to
when coping with adversities. Since the demands placed on individuals tend to
change during the entrepreneurial process, the role of characteristics and skills
deemed most important in the entrepreneurial process may also change over time
(Baron, 2007; Korunka et al., 2010). The self-employed also have greater auton-
omy and control over these demands, and therefore the outcome of these periods
of intense job demands does not necessarily have to undermine their well-being.
Moreover, any experienced stress likely depends on the individual’s skills set, cir-
cumstances, and content of the demands. Similarly, although it can be useful to
differentiate between the characteristics that contribute to entrepreneurial inten-
tions from those that contribute to entrepreneurial success, they tend to over-
lap considerably. In the following, we will briefly summarize the literature on the
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personality traits and characteristics that are associated with the task of running
a business.

Traits and Characteristics Relevant to Entrepreneurship (Success)

Psychological traits relevant to entrepreneurship are generally divided into general
personality factors, such as the Big Five, and personality characteristics relevant to
the task of entrepreneurship, such as achievement motivation or risk aversion. The
Big Five personality traits consist of neuroticism, extraversion, conscientiousness,
agreeableness, and openness to experience. Previous meta-analytic research has
shown that compared to managers, entrepreneurs show higher scores on conscien-
tiousness and openness to experience, but lower on agreeableness and neuroticism
(Zhao & Seibert, 2006). Furthermore, conscientiousness, openness to experience,
and extraversion have shown to be relevant in predicting entrepreneurial intention
and performance (Zhao, Seibert, & Lumpkin, 2010). Nevertheless, most studies
investigating the role of the Big Five personality traits in entrepreneurial success
have usually found rather small effects, which might indicate that these personality
traits influence entrepreneurial success at a more distal level.

Entrepreneurs are thought to be “jacks-of-all-trades” (Lazear, 2004), and
therefore, looking at the specific traits that match the task of entrepreneurship
rather than relying on broad personality factors might be more informative and
explain better why some individuals start their own business (and succeed), and
others do not (see also Rauch & Frese, 2007). Several factors help an individual
in actually launching a business, and according to Baron (2007) these are recog-
nizing opportunities, developing an intention to start a business, and accumu-
lating the necessary resources for starting one. In addition, entrepreneurs often
have to make decisions under uncertainty, and have to perform many different
tasks, for example, leadership, marketing, or accounting. Thus, having a proactive
personality can be an important predictor of venture success (Rauch & Frese,
2007): These individuals want to change their environment, show initiative and
take action, and persevere until they achieve the desired change (Crant, 1996).
Also, courage, defined as a character strength that promotes the exercise of will
to achieve goals, even when faced with setbacks (Peterson & Seligman, 2004), is
perceived as an important quality for entrepreneurial success and has been found
to increase entrepreneurs’ life satisfaction (Bockorny & Youssef-Morgan, 2019).

Courage may be related to another trait often identified among entrepre-
neurs, that is, risk-taking tolerance. Risk-taking tolerance may also contribute to
entrepreneurial success in the pre-launch as well as post-launch phases (Owens,
Kirwan, Lounsbury, Levy, & Gibson, 2013). Moreover, individuals who are less
risk averse (or more risk tolerant) are more likely to benefit from entrepreneur-
ship training, as well as individuals with a higher desire for autonomy (Fairlie &
Holleran, 2012). Interestingly, other researchers have shown that lower levels of
risk aversion only seem to influence the decision to become self-employed among
individuals coming out of regular employment, whereas this trait does not seem
to influence the decisions of those starting a business out of unemployment
(Caliendo, Fossen, & Kritikos, 2009).
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In addition to environmental factors and personal characteristics that facili-
tate acting on opportunities, also goal commitment has shown to be important
to succeed as an entrepreneur throughout entrepreneurial process (Przepiorka,
2017). Goal commitment is defined as the amount of effort, time, and energy
contributed in a long-term perspective to goal achievement while unwilling to
decrease the level of goal difficulty. Klein, Wesson, Hollenbeck, and Alge (1999)
found that engagement in pursuing a goal enhances the probability of achieving
that goal. Goal commitment and effectiveness in achieving goals, among other
things, are affected by decision-related action orientation (Kuhl, 1994; Przepiorka,
2017), which is an indicator of an individuals’ control strength. Having high lev-
els of this trait tends to prevents procrastination, often increases effective plan-
ning, and therefore enables action initiation (Kuhl, 1994). These skills of effective
decision-making seem to be especially important for potential entrepreneurs in
the pre-launch phase compared with actual entrepreneurs in post-launch phases
(Przepiorka, 2017).

To summarize, in general successful self-employed individuals thus seem to be
characterized by having positive expectancies of people, problems, situations, and
future possibilities. They give evidence of having high levels of adjustment and
stability, and exhibit an ability to handle stress and pressure. Lastly, successful
self-employed individuals tend to believe that career success is a result of one’s
efforts and actions rather than luck or fate showed a higher work satisfaction
(Owens et al., 2013). These characteristics are, to an extent, captured by the con-
struct of PsyCap — which consists of hope, efficacy, resilience, and optimism; and
this suggests that self-employed individuals may benefit from having high levels
of PsyCap. In the following section, we will review the literature on the role of
the four components of PsyCap, as well as the second-order construct of PsyCap
itself, in entrepreneurship intentions and success.

OPTIMISM, EFFICACY, HOPE, AND RESILIENCE:
PSYCHOLOGICAL CAPITAL AND SELF-EMPLOYMENT

Optimism, (Self-)efficacy, Hope, and Resilience

Before reviewing literature about the role of the second-order construct of PsyCap
in entrepreneurship, we will focus on each individual component. First, optimism:
Optimistic individuals are those who expect that they will be able to achieve suc-
cessful outcomes, take active and constructive steps toward solving problems, and
are persistent in their goal pursuit (e.g., Scheier, Carver, & Bridges, 2001) — traits
that inherently fit with entrepreneurship. Indeed, research consistently shows
a strong association between (financial) optimism and self-employment (e.g.,
Cooper, Woo, & Dunkelberg, 1988; Fraser & Greene, 2006). The relationship
between optimism and self-employment seems to be bi-directional: Not only are
self-employed individuals more optimistic than employees (e.g., Koudstaal, Sloof,
& Van Praag, 2015), optimistic individuals seem to be drawn to self-employment
(Dawson, de Meza, Henley, & Arabsheibani, 2014). And although some stud-
ies report negative associations between (over)optimism and entrepreneurial
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outcomes, in general optimism has positive effects on self-employed individuals’
judgments and decision-making about their firms (e.g., Koudstaal et al., 2015).
Indeed, a study about the moderating role of PsyCap on the relationship between
start-up capital and entrepreneurial success in Uganda, has shown that optimism
had the strongest influence (Baluku et al., 2016), and that PsyCap predicted busi-
ness success over and above the presence of start-up grants.

Some researchers (e.g., Andersson, 2012; Chen, Zhou, Yang, Bao, & Wang,
2017) suggest that the mechanism underlying the positive influence of optimism
on entrepreneurial success could be social support or social network size: opti-
mistic individuals tend to form more varied and larger social networks than pes-
simistic individuals, and more often communicate and cooperate with them. In
addition to business success, social support has been found to be related to entre-
preneurial intentions more indirectly, by increasing individuals’ entrepreneurial
self-efficacy and outcome expectancies (Lent, 2005). Bandura (1986) already
showed that social support, expressed in the form of positive feedback, approval,
and encouragement positively affects self-efficacy beliefs. Indeed, there is a sig-
nificant body of evidence that self-efficacy and positive outcome expectancies
(or optimism) increase individuals’ entrepreneurial intentions (e.g., Atitsogbe,
Mama, Sovet, Pari, & Rossier, 2019; Lent, Paixdo, Silva, & Leitao, 2010; Zhao,
Seibert, & Hills, 2005).

Self-efficacy is defined an individuals’ belief to be capable of performing a
certain task successfully — or more generally, confidence in one’s abilities. Efficacy
beliefs develop over time and can be influenced by an individuals’ psychological
state as well as various learning experiences (Bandura, 1986). Importantly, Zhao
et al. (2005) showed that among others, entrepreneurial experience and learning
influenced entrepreneurial self-efficacy, which in turn predicted entrepreneurial
intentions. They furthermore suggest that especially in the pre-launch stage of the
entrepreneurial process, it may be worthwhile to focus on increasing individuals’
confidence in the ability to run their own business (i.e., increase their entrepre-
neurial self-efficacy), and that EET programs should incorporate components to
influence the antecedents of self-efficacy: mastery experiences, role modeling, and
social persuasion (Zhao et al., 2005).

The positive role of hope in work, which is defined as a “[...] positive motiva-
tional state that is based on an interactively derived sense of successful (1) agency
(goal-directed energy) and (2) pathways (planning to meet goals)” (Snyder, Irving,
& Anderson, 1991, p. 287). Hope thus translates to willpower as well as an ability
to devise alternative paths to achieve a goal in the face of obstacles or setbacks,
and to view these obstacles in terms of challenges and learning opportunities.
Hope prevents an individual from becoming overwhelmed by work-related stress-
ors. Research has established that individuals with higher levels of hope have
higher intentions to start their own business (Jensen & Luthans, 2006). The posi-
tive association between positive affect and goal commitment has shown to be
mediated by hope (Uy, Foo, & Baron, 2009), which thereby increases the prob-
ability of achieving one’s entrepreneurial goals (Laguna, 2008).

Similar to hope, resilience is characterized by persistence toward goal attain-
ment, even in de face of adversity or when confronted with obstacles. It has
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been defined as “an ability to go on with life, or to continue living a purpose-
ful life, after hardship or adversity” (Tedeschi & Calhoun, 2004, p. 4), as well
as “a dynamic process encompassing positive adaptation within the context of
significant adversity” (Luthar, Cicchetti, & Becker, 2000, p. 543). In the context of
self-employment, resilience develops from experiencing unforeseen or remarkable
situations, and learning to “roll with the punches.” It is thus particularly essential
for entrepreneurs, who often start their business faced with uncertainties, and
have to manage stress on a daily basis. Research by Fisher, Maritz, and Lobo
(2016) shows that entrepreneurs are indeed more resilient than other populations,
and that it consists of hardiness, resourcefulness, and is predictive of entrepre-
neurial success. Resilience is furthermore associated with optimism (Manzano-
Garcia & Calvo, 2013) and self-efficacy (Bullough & Renko, 2013).

Psychological Capital and ( Employee) Well-being

Hope, efficacy, resilience, and optimism thus each are uniquely related to either
entrepreneurial intentions or success. Moreover, these positive psychological
resources also have shown to mediate the relationships between more distal factors
(e.g., positive affect, learning experiences resulting from support, or courage) and
entrepreneurial intentions or success (Bockorny & Youssef-Morgan, 2019; Zhao
et al., 2005). Although these separate constructs thus each have unique contribu-
tions to outcome measures, they also share a common core, which is character-
ized by a focus on identifying one’s strengths, making positive appraisals of one’s
chances of success, and having a perception that one’s goals are within reach and
under one’s control. This second-order construct is called PsyCap. In addition to
human capital (“what you know”) and social capital (“who you know”), PsyCap
is concerned with “who you are” and “who you are becoming” (cf. Newman,
Ucbasaran, Zhu, & Hirst, 2014). Specifically, as defined by Luthans, Youssef
et al. (2007), an individual who scores high on PsyCap is

[...] characterized by: (1) having confidence (efficacy) to take on and put in the necessary effort
to succeed at challenging tasks; (2) making a positive attribution (optimism) about succeeding
now and in the future; (3) persevering toward goals, and when necessary, redirecting paths to
goals (hope) in order to succeed; and (4) when beset by problems and adversity, sustaining and
bouncing back and even beyond (resilience) to attain success. (Luthans et al., 2007, p. 3)

Importantly, PsyCap has also been shown to be directly and indirectly related
to (occupational) well-being and health. High levels of PsyCap allow employees to
appraise situations and circumstances in more positive, adaptive and promotion-
oriented ways, enhancing their well-being. For example, Avey, Luthans, Smith,
and Palmer (2010) showed that PsyCap was positively associated with employee
well-being over time, and Luthans, Youssef, Sweetman, and Harms (2013) also
established a link between PsyCap and overall well-being and life satisfaction,
stating “[...] PsyCap appears to be a particularly relevant operationalization
of positivity in relation to well-being in general, and human resource manage-
ment and development in the workplace in particular” (p. 128). Additionally,
Culbertson, Fullagar, and Mills (2010) showed that the positive effect of PsyCap
on well-being extends beyond job satisfaction to overall satisfaction with life.
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In their research, they showed that PsyCap was related to positive functioning,
and to both hedonic and eudaimonic well-being across two weeks and on a daily
basis. There are also indications that PsyCap indirectly influences occupational
or vocational well-being, for example, via change-oriented coping mechanisms
(Rabenu, Yaniv, & Elizur, 2017), meaning in life (Li, 2018), or emotional labor
(Zhao & You, 2019).

Psychological Capital and Self-employment

The underlying cognitive component shared by all four constructs within the
PsyCap concept (i.e., hope, efficacy, resilience, and optimism), represents one’s
“[...] positive appraisal of circumstances and probability for success based
on motivated effort and perseverance” (Luthans, Avolio et al., 2007; p. 550).
Thereofore, PsyCap is, in our opinion, directly related to the task of entrepre-
neurship, and research indeed shows positive effects of higher levels of PsyCap
among entrepreneurs.

For example, Hmieleski and Carr (2008) showed that PsyCap explained per-
formance of new ventures better than financial capital, social capital, or human
capital. Furthermore, in a study by Contreras, De Dreu, and Espinosa (2017),
entrepreneurial intention was related to the higher-order construct of PsyCap as
well as the separate dimensions of PsyCap, in particular self-efficacy and resil-
ience. A recent study by Bockorny and Youssef-Morgan (2019) that higher levels
of PsyCap increased the life satisfaction of entrepreneurs, and mediated the effect
of courage on entrepreneurial life satisfaction. There are also indications that
higher levels of PsyCap are related to innovative performance (Abbas & Raja,
2015), such that high PsyCap individuals were more likely to generate and imple-
ment novel ideas in their workplace. Arguably, even though these findings were
reported for employees, the ability of innovativeness is essential for entrepreneurs.
Further, stress levels among entrepreneurs are often affected by their PsyCap: It
is often assumed that entrepreneurs are exposed to, and experience, high levels of
stress, caused by influences such as rapid changes, unpredictable environments,
work overload, and the personal responsibility for others. However, successful
entrepreneurs may be relatively high in the capacity to tolerate or effectively
manage stress, and subjectively experience low levels of stress, which may be
explained by their higher levels of PsyCap (e.g., Baron, Franklin, & Hmieleski,
2016). Moreover, research by Hmieleski, Carr, and Baron (2015) indicates that
PsyCap enhances entrepreneurial performances in dynamic environments, that is,
contexts characterized by uncertainty (e.g., whether one’s ideas can be converted
into tangible services or products).

To summarize, the research reviewed here suggests that entrepreneurial perfor-
mance is increased if individuals have high levels of PsyCap. Importantly, PsyCap
is a highly malleable construct which can be developed or trained (Luthans et al.,
2007). This suggests that incorporating PsyCap training into EET may enhance
the positive effects of EET for (long-term) unemployed individuals reported else-
where. In the last section of this chapter, we will therefore provide some sugges-
tions on how such a PsyCap training component could be incorporated in EET,
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as well as a brief discussion of some boundary conditions to self-employment
and entrepreneurial performance and survival.

PICKING UP THE REIGNS: INCORPORATING PSYCAP IN

ENTREPRENEURSHIP EDUCATION AND TRAINING
Self-employment for the Unemployed: Drawbacks and Boundaries

The support offered to individuals who aspire to become self-employed ranges
from coaching and counselling, to direct financial support in the form of subsi-
dized loans or grants, and various combinations of these types of support (see
e.g., Valerio et al., 2014). As Caliendo (2016) argues, self-employment may be
especially viable as a solution to long-term unemployment for individuals whose
work is undervalued in paid employment (e.g., due to low educational attain-
ment) or for those whose options are limited because of labor market constraints
or structural changes in certain industries (e.g., increased robotization in certain
industries). These policies and programs have been shown to be effective and
meaningful for unemployed participants, as they provide these individuals with
employment and allow them to become independent of welfare benefits (see e.g.,
Caliendo, 2016). However, authors have also noted that these programs, and in
particular the provision of start-up grants or subsidies for unemployed individu-
als, may have some drawbacks or risks, some of which we will summarize below.

There are indications that self-employment out of unemployment, compared
to self-employment out of employment, is more often driven by necessity — since
alternative employment options are often lacking. The long-term unemployed
often deal with a range of other issues such as financial difficulties, and health
and housing problems. Businesses created in such contexts, by individuals with
less access to information about the requirements and opportunities of entrepre-
neurship, as well as a lack of skills relevant to running a business are more likely
to fail, or only generate minimal incomes (e.g., Caliendo, 2016). Indeed, espe-
cially for long-term unemployed individuals, there is an increased likelihood of
a loss in previously acquired human and social capital, as well as a reduction (or
elimination) of business and social networks, which may make these individuals
less competent to run a new firm (e.g., Van Stel & Storey, 2004). For unemployed
youth, these concerns are likely even larger, given their lack of work experiences.

Furthermore, entrepreneurial motivation seems to be weakened if there
is a mismatch in person—environment fit (Zhou, Zhou, Zhang, Obschonka, &
Silbereisen, 2019). A good person—environment fit between an individuals’ per-
sonality and the personality composition of a region in which a person lives —
that is, the so-called “entrepreneurial ecosystem” — has shown to significantly
predict higher individual positive psychological outcomes, such as a higher
self-esteem and psychological well-being (Jokela, Bleidorn, Lamb, Gosling, &
Rentfrow, 2015). Lower levels of these psychological characteristics are detri-
mental for both entrepreneurial intentions as well as success. For example,
Wagner (2002) showed that a favorable entrepreneurial ecosystem, indicated by
higher levels of start-up activity, as well as increased numbers of unemployed
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individuals creating start-ups, positively affects individuals’ intention to become
self-employed. Additionally, this research revealed that a lack of contact with
other entrepreneurs — that is lack of role models — negatively affect intentions to
become self-employed (Wagner, 2002). Relevant to person—environment fit are
also the demographic characteristics of the EET target population in the sense
that different target groups require different policies and programs. For exam-
ple, unemployed women may have different needs and skills than unemployed
migrants or unemployed youth, and vice versa.

Lastly, there are indications that unemployment causes a shift in individuals’
time perspective; specifically, there tends to be a shift from future-oriented think-
ing to more present-fatalistic and short-term oriented thinking styles. One’s time
perspective describes how one’s subconscious perception or weighing of the past,
present, and future influences decision-making (Zimbardo & Boyd, 1999), and
has consequences for our physical and mental health (e.g., Stolarski, Matthews,
Postek, Zimbardo, & Bitner, 2014). A present-fatalistic thinking style is char-
acterized by “a fatalistic, helpless, and hopeless attitude toward the future and
life” (Zimbardo & Boyd, 1999, p. 1275), and is generally associated with lower
levels of well-being and life satisfaction (Stolarski et al., 2014), and with strong
feelings of a lack of control over life (Zimbardo & Boyd, 1999). A future time
perspective on the other hand often causes the individual to regulate their behav-
ior, establish goals and expectations, and to motivate and monitor performance.
Indeed, research has shown that entrepreneurs tend to have future-oriented time
perspectives, which was related to an increased likelihood of entrepreneurial suc-
cess (Przepiorka, 2016).

Future-oriented Thinking Styles and Enhancing Strengths:
A Focus on PsyCap in EET

Although there are thus some disadvantages to stimulating the long-term unem-
ployed to become self-employed, we feel that many of these inherent risks
could be reduced if EET programs would also incorporate a PsyCap compo-
nent. Including PsyCap will both enhance the existing psychological strengths
of unemployed individuals — that is those characteristics and skills relevant for
entrepreneurship — as well as shift their thinking style from present-fatalistic to
more future-oriented. Indeed, recent research shows that individuals who received
PsyCap training increased their job search behavior and were more likely to find
employment at a three months follow-up (Georgiou, Nikolaou, & Turban, 2019).

Especially at the beginning of the entrepreneurial process, a future orienta-
tion is a prerequisite for making decisions, implementing one’s ideas and working
toward goal attainment. Future-oriented individuals are more likely to focus on
planning and achieving future goals, as well as considering — and taking respon-
sibility for — future consequences of present actions (e.g., Zimbardo & Boyd,
1999). However, there are indications that unemployed individuals tend to hold
perceptions that the future cannot be influenced by individual actions, and that
one is at the mercy of “fate.” We want to propose that by increasing levels of
PsyCap among unemployed aspiring entrepreneurs, one could create a more
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future-oriented thinking style. The common core of the different elements which
together form PsyCap is a “[...] cognitive agentic component that motivates
effort, perseverance, and a positive outlook throughout the process of pursuing
challenging goals one chooses to believe are possible” (Luthans et al., 2013). This
definition indicates that future-oriented thinking is inherent to the construct of
PsyCap, as well as to its four components hope, optimism, efficacy, and resilience.
Research has shown that even after failure, high levels of PsyCap allow individu-
als to pick up the reigns (again): Rhoads (2016) shows that high levels of PsyCap
increased the likelihood of future entrepreneurial activity after the failure of a
business venture among entrepreneurs.

PsyCap can be increased by brief (two to three hours), one-session, interac-
tive micro-interventions, which make them suitable to be implemented in regu-
lar EE and ET activities. Research using randomized controlled designs showed
significant increases in PsyCap in the experimental group, both directly after the
intervention as well as after one month (Dello Russo & Stoykova, 2015) and eight
weeks (Luthans, Luthans, & Avey, 2014). Typically, a PsyCap Intervention (PCI;
outlined by Luthans, Avey, Avolio, Norman, & Combs, 2006) is conducted in
small groups, and consists of individual exercises with the focus on incorporating
self-reflection and goal-setting, as well as group discussions. Self-reflection exer-
cises will help participants to reflect on what might stop them from accomplishing
their goals, which encourages the individual to anticipate, plan for, and overcome
potential obstacles. Group discussions are incorporated into the intervention to
encourage positive thinking and vicarious learning through peer role modeling,
and to optimize participants’ psychological resources in the form of social sup-
port. We feel that the presence of other individuals with similar goals — fellow
would-be entrepreneurs — is thus crucial to the success of PCIs: Discussing goals
and how to attain them, receiving and providing constructive and positive feed-
back, and gaining a more “objective” perspective on one’s (business) plans can
increase intrinsic motivation and in turn reinforces one’s resolutions. It is impor-
tant that the sessions are supervised by facilitators familiar with PsyCap, since
they can encourage positive self-talk among participants, and maintains the focus
on goal-setting, identification of pathways toward one’s goals, and overcoming
obstacles (e.g., Luthans et al., 2006, 2007).

We recommend that participants in EET programs acquire, where possible, “real”
skills — for example, in the form of internships and Q&A sessions with both new and
experienced entrepreneurs. This allows them to practice what they have learnt, allow
them to focus on and gain mastery experiences, and will further strengthen their
self-efficacy. And, although role playing is not always appreciated by participants
in workshops or training sessions, this technique can increase self-efficacy if it is
accompanied by constructive feedback from a facilitator (see e.g., Kok, 2014).

CONCLUSION

The aim of the current chapter was to provide an overview of the literature on
self-employment as a possible solution out of unemployment, and to review
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which psychological traits and characteristics promote successful entrepreneur-
ship and (occupational) well-being. In particular, we have highlighted how the
individual components of PsyCap — hope, optimism, efficacy, and resilience —
as well as the second-order construct of PsyCap increase entrepreneurial inten-
tions and success and have a positive influence on well-being. Given the fact that
PsyCap can be increased in a relatively short-time span, we argue that in addi-
tion to acquiring the necessary knowledge and skills during EET, incorporating
a PsyCap component may result in more sustainable positive outcomes and may
further empower unemployed would-be entrepreneurs participating in such pro-
grams. PCIs are inherently strength-based, and incorporating this element in tra-
ditional EET is likely to not only increase entrepreneurial intentions and success,
but also increases participants’ well-being, self-esteem, and the general confidence
they can pick up the reigns and take back control over their (professional) lives.
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