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Abstract

Design/methodology/approach: Taking the cognitive approach we examine the role
of several individual-level factors and the entrepreneurial context in the form of personal
knowledge of other entrepreneurs and territorial location in influencing positive
perceptions of entrepreneurial ability. The proposed hypotheses are tested on a
dataset of 1961 respondents randomly selected from the adult population in
Catalonia region in Spain.

Findings: Our results reveal that among the individual level factors, a median level
of education, experience (both prior entrepreneurial experience and job), task
specific knowledge and age have a significantly positive influence on perceived
entrepreneurial ability in Catalonia. However, among the entrepreneurial context it
is the knowledge of other entrepreneurs rather than territorial location that have a
significantly positive influence on perceived entrepreneurial ability.

Originality/value: Previous studies have reported that nascent entrepreneurs tend
to have significantly favourable perceptions of their entrepreneurial ability. In this
study using the cognitive learning framework we examined the antecedents of such
perceived entrepreneurial ability thereby extending the stream of studies that look
at pre-entry factors that influences entrepreneurial cognitions. The value of our research
is in identifying and explaining the combined role of individual-level resources and the
contextual environment in influencing one of the most important drivers of

nascent entrepreneurship in an economy.

Implications: The main implication of our study is that favourable perceptions of
entrepreneurial ability can be influenced through participatory learning as well as
behavioural modelling. Our study points to several ways through which favourable
perception of entrepreneurial ability can be influenced within a given context.

Keywords: Entrepreneurial ability; perception; self-confidence; entrepreneurial context;
Catalonia
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Background

The pursuit of entrepreneurship requires individuals to undertake concrete actions in
terms of initiating and performing activities related to new venture creation. A number
of cognitions have been found to influence this action, for instance, the perception of
risk (Simon et al. 2000; Forlani and Mullins, 2000), the perception of opportunity
(Shane and Venkataraman, 2000; Sarasvathy et al. 2005; Arenius and Minniti, 2005),
and the perception of entrepreneurial ability (Shapero and Sokol, 1982; Arenius and
Minniti, 2005). Such evidence has resulted in a cognitive school of thought that empha-
sizes the distinctiveness of cognitive attributes that makes entrepreneurial cognition dif-
ferent from the rest of the population (Krueger, 2005; Mitchell et al. 2007, Grégoire
et al. 2011). However, most studies focus on the consequence of entrepreneurial cogni-
tion ignoring the pre-founding factors that may condition the influence of cognitive
factors on the decision to initiate nascent entrepreneurial activities (Grégoire et al.
2011). In this paper we examine the prefounding factors that influence one such cogni-
tion, the positive perception of one’s entrepreneurial ability.

Understanding the antecedents of perceived entrepreneurial ability is important as it
can lead to the source of an important cognitive attribute that has a significantly
positive influence on nascent entrepreneurial activity (Arenius and Minniti, 2005;
Townsend et al. 2010; Clercq et al. 2011; Bayon et al., 2015). Moreover, although
perceived entrepreneurial ability is similar to entrepreneurial self-efficacy there is an
important difference. Unlike perceived entrepreneurial ability, entrepreneurial self-efficacy
is an indication of two different and distinct ability beliefs — the first is specific or task
related confidence, for instance, the ability to perform the various tasks related to new
venture creation and the other is the confidence that such task-related abilities would lead
to a successful outcome, for instance, successful creation of a new venture (Wood and
Bandera, 1989; McGee et al. 2009). Townsend et al. (2010) has shown that task related
perceptions such as perceived entrepreneurial ability can exist independently of goal
attainment beliefs (Townsend et al. 2010). If so, and together with the finding that
perceived entrepreneurial ability influences nascent entrepreneurial activity it is necessary
to identify the root cause of an important antecedent of nascent entrepreneurial activity
(Grégoire et al. 2011).

The specific objective of our study is to examine the role of individual level factors
and the external context in influencing perceived entrepreneurial ability. We suggest
that perceived entrepreneurial ability arises not only from human capital factors such
as education and experience but also from the learning gained by being situated in a
given context. This context which we call the entrepreneurial context such as entrepre-
neurial role models (Bikhchandani et al. 1998; Gibson, 2004; Vaillant and Lafuente,
2007; Bosma et al. 2012) and territorial region (Lafuente et al. 2007; Lafuente et al.
2010) increases individuals’ awareness of their entrepreneurial abilities. We ground our
conceptual framework on the social cognition theory (Bandura, 2001) to argue that sig-
nals, through direct participation in learning as well as observational learning influ-
ences positive perceptions of entrepreneurial ability.

Our empirical setting is Catalonia, a province in the North-east of Spain which unlike
the rest of Spain has a strong entrepreneurial heritage (Lafuente et al., 2007; Lafuente
et al, 2010). In 2010, Catalonia, like the rest of Southern Europe was gripped by a
strong economic crisis. The high unemployment that followed needed renewed emphasis
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on exploring avenues to identify untapped sources of economic growth. By identifying the
antecedents of perceived entrepreneurial ability we contribute to policy making efforts
that seeks to increase regional rate of entrepreneurship.

The rest of the paper is organized as follows. In the next section we explain how so-
cially acquired cognition influences perceived entrepreneurial ability followed by hy-
potheses about how individual level factors and the entrepreneurial context influences
perceived entrepreneurial ability. This is followed by a discussion on the the methods
used to test our hypotheses and the results/discussion and conclusions.

Perception of entrepreneurial ability
Literally perception means the act or faculty of apprehending by means of the senses or
the mind. Mental perceptions is a specific form of cognition, the latter referring to all
processes by which sensory input is transformed, reduced, elaborated, stored, recov-
ered, and used (Neisser, 1967). Mental perceptions * lead to mental models, the causal
inferences developed by individuals to represent real, imaginary or hypothetical situa-
tions (Johnson-Laird, 1983). Mental models continuously guide an individual’s under-
standing of reality when new information/data from the external information is
received (Mitchell et al. 2011) However, the new information and the way it is mentally
represented or perceived (mental models) do not necessarily lead to behaviour execu-
tion. The cognitive learning theory argues that a new mental model induced by percep-
tion may remain dormant until signals in the form of information cues for behaviour
execution are received (Bandura, 1989, 2001). In the reciprocal causation model of be-
haviour, Bandura (1989) suggests that the external environment, personal factors and
previous behavioural experiences provide information cues that create heightened
awareness or understanding of the information through perception (Pomerantz, 2003).
Of all perceptions entrepreneurial perception is related to mental representation ° of
entrepreneurship or what individuals think about entrepreneurship (Palich and Bagby,
1995; Lindn et al. 2011). This mental representation could be related to the different as-
pects of the entrepreneurial process. For example consider opportunity discovery
wherein individuals develop heightened awareness (“alertness”) of arbitrage situations
for profit making (Kirzner, 1979; Sarasvathy et al. 2005). In a similar way while address-
ing the risks of venturing entrepreneurs tend to frame information in a way that tends
to lower its magnitude that it actually is (Simon et al. 2000; Forlani and Mullins, 2000;
Douglas, 2006). Krueger and Carsrud (1993) suggested that while developing entrepre-
neurial intentions individuals frame information about entrepreneurship in terms of
feasibility and desirability of an entrepreneurial career © (Krueger et al. 2000).
Considering the importance of information and information cues in triggering spe-
cific perceptions, individual’s prior as well as current information becomes important
in the development of ability perceptions (Shane, 2000; Ucbasaran et al. 2008; Nanda
and Sorensen, 2010). While human capital investments in education and training pro-
vides prior private information to compare one’s ability for the task of new venture cre-
ation, the external environment provides current information about the feasibility of
task execution (Mitchell et al. 2011). For instance, by observing others’ behaviour, atti-
tude and behavioural outcomes individuals obtain the information necessary for deter-
mining task feasibility (Bandura, 1977). This way the external environment represents a
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source of public information that could provide the information cues for the formation
of specific perceptions. Therefore, one’s prior information together with an environ-
ment with thick information pertaining to entrepreneurship provide the base necessary
for forming favourable or unfavourable perception of entrepreneurial ability. In the
next section we derive hypothesis about how individual’s prior experiences through hu-
man capital investments could lead to perceived entrepreneurial ability.

Individual level factors and perceived entrepreneurial ability: The role of human capital
Human capital has been defined as the knowledge, skills and experience of individuals
(Becker, 1993). In this paper ability is used to suggest the application of knowledge,
skills and experience to particular ends i.e. ability in a particular domain is the use of
knowledge, skills and experience to execute tasks related to that domain. For instance,
when a medical student using his knowledge, skills and experience of medical science
treats (attends to his patient) his patients he has the ability to make use of his know-
ledge, skills and experience acquired through medical education and training .

According to the human capital theory abilities are acquired through formal educa-
tion and on-the job training (Becker, 1993). Formal education and on-the-job training
are individual-level resources that provide access to private information. Becker (1993)
suggests that formal education leads to two types of abilities, general ability and specific
ability. General abilities are those that can be applied across tasks or knowledge do-
mains. They are an indication of the breadth of knowledge and skills while specific abil-
ity indicates depth. General ability enhances individual’'s cognitive abilities through
declarative knowledge or “what to do” (Cauley 1986). In addition, it helps in 1) the re-
tention of information (Conway et al. 1991) 2) application of acquired information out-
side classroom situations (Cole et al. 1976 3) the development of general problem
solving capacity (Husen and Juijnman, 1991).

One particular aspect of increased level of formal education is its relationship with
cognitive ability. Progressively, higher levels of formal education lead to greater levels
of cognitive ability (Falch and Massih, 2011). For instance, individuals with secondary
education are more likely to have more cognitive ability over someone with just basic/
primary education. This would indicate a greater ability to perceive one’s ability with
higher levels of education, with individuals at tertiary levels of education having the
highest cognitive ability. However, higher levels of education also lead to specialization.
Specialization is the increase in the depth of knowledge and skills in specific knowledge
domains. Specialized knowledge and skills as an indicator of academic intelligence is es-
sential for professional success but not necessarily important for undertaking the diverse
tasks (breadth) involved in entrepreneurship (Sternberg, 2004; Lazear, 2005; Lechmann
and Schnabel, 2014). Moreover, higher level of knowledge or specialization could make in-
dividuals underestimate their abilities (Kruger and Dunning, 1999) and/or could make
them more realistic in assessing their abilities (Hartog et al., 2010). Therefore, we suggest
that higher level of education will be positively associated with favorable perception of
entrepreneurial ability, except at the highest level.

H1: There is a positive relationship between the level of education and perceived
entrepreneurial ability except at the highest level.

Unlike general ability acquired through formal education, specific abilities are ac-
quired through on-the-job experience (Becker, 1993). On the job experience provides
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individuals procedural information or “how to perform a given task” (Cauley 1986).
Procedural information facilitates learning by doing (Kolb, 1984). Furthermore, job ex-
perience provides access to tacit information (Davidsson and Honig, 2003). Moreover,
it provides a reference point necessary for evaluation of one’s ability in occupations and
whether those can be transferred to entrepreneurship (Nanda and Sorensen, 2010). For
instance, individuals with multiple job roles are more likely to be equipped with a di-
versity of information that could be useful in entrepreneurship (Unger et al. 2011).
Therefore, we suggest that,

H2: Individuals with job experience are more likely to have positive perceptions of
their entrepreneurial ability than those who do not have job experience.

Although formal education and experience provide information to assess one’s
entrepreneurial abilities to different degrees, entrepreneurship requires task specific
abilities (Unger et al. 2011). For instance, individuals need to know about customers’
problems, about the way the market works, how to mobilize new venture resources
and so on. Such task specific information can be obtained formally through entrepre-
neurship training. In addition to gaining declarative information about business activ-
ities, participation in entrepreneurship training enables individuals to evaluate their
entrepreneurial aptitude (Von Graevenitz et al. 2010). Entrepreneurship training im-
proves entrepreneurial cognition (Duening 2008) and enhances favourable perception
of one’s entrepreneurial ability (Peterman and Kennedy, 2003). Such perceptions are
further strengthened through direct exposure to venture creating experience, either
through own effort or through family business (Dunn and Holtz-Eakin, 2000). For in-
stance, prior entrepreneurial experience helps in developing better judgments (Gruber
et al. 2012). Better judgment make individuals more realistic (Koellinger et al. 2007), im-
proves individual’s predictive abilities (Cassar, 2014) and realism in comprehending the
tasks related to new venture creation and management (Dimov, 2010). We suggest that in-
dividuals are more likely to develop positive perceptions about their entrepreneurial abil-
ities when they have formal training in entrepreneurship or prior entrepreneurial
experience.

H3a: Individuals with task-specific abilities through entrepreneurship training are
more likely to develop positive perceptions of their entrepreneurial ability.

H3b: Individuals with task-specific abilities through prior entrepreneurship experi-
ence are more likely to develop positive perceptions of their entrepreneurial ability.

Gender has significant influence on perceptions of entrepreneurial ability. Empirical
evidence in this regard suggests that females are less likely to develop positive percep-
tions of entrepreneurial ability (Thébaud 2010; Kelley et al. 2013). This could be due to
way females create mental models of entrepreneurship. For instance, females are more
likely to perceive entrepreneurship as masculine (Gupta et al. 2009), thus inhibiting a
positive association between their own abilities for entrepreneurship. This could be ex-
acerbated by the lack of female entrepreneurial role models (Driga et al. 2009). Sec-
ondly, by having lower preference for entrepreneurship as a career females are less
inclined towards learning or observing information related to the task of entrepreneur-
ship. This could influence perception about their own ability to become an entrepre-
neur (Verheul et al. 2012). Therefore we hypothesize that,

H4: Females are less likely to develop positive perceptions of their entrepreneurial
ability compared to males.
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Age could influence perceived entrepreneurial ability through interpretation of re-
ceived information. For instance, low meta-cognitive ability due to inexperience could
lead younger individuals to develop an over-estimation bias and hence positive percep-
tion of their entrepreneurial abilities (Kruger and Dunning, 1999), unlike older individ-
uals whose lack of task related experience (prior entrepreneurship or entrepreneurship
training) could lead to a more realistic assessment of their entrepreneurial ability (Fraser
and Greene, 2006). Hence,

Hb5a: Younger individuals are more likely to develop positive perception of their
entrepreneurial ability compared to older individuals.

Moreover, considering that females in general tend to be more underconfident about
their entrepreneurial abilities than their male counterparts, we suggest that age would
not have any effect on the positive perceptions of entrepreneurial ability among fe-
males. Therefore, we hypothesize that,

H5b: Females irrespective of their age are less likely to have positive perception of
their entrepreneurial abilities.

The entrepreneurial context and perceived entrepreneurial ability

The entrepreneurial context can serve as a frame of reference for comparing entrepre-
neurial abilities and perceiving the feasibility of an entrepreneurial career. For instance,
individuals who have personal information of other entrepreneurs might be more aware
of the role requirement of entrepreneurship. This facilitates the comparison of one’s
own ability for entrepreneurship. According to Bandura (1977) knowing other entrepre-
neurs not only provide a source of information for entrepreneurship but also substanti-
ates the information already learnt through formal sources by providing real evidence.
For instance, other entrepreneurs provide the evidence that entrepreneurship could be
a viable career option (Vaillant and Lafuente, 2007). Bosma et al. (2012) suggest that in-
formation about other entrepreneurs as a source of observational learning perform four
inter-related functions. They create awareness about the given behavior (Gibson, 2004),
function as a source of inspiration and motivation for executing the given behavior
(Lockwood et al. 2004), provide guidelines for action (Gibson, 2004) and are a possible
source of support and guidance during behavior execution (Nauta and Kokaly 2001). In
addition, knowing other entrepreneurs changes attitudes and beliefs about a person’s
perceived ability to be successful in a new venture (Auken et al. 2006). As such we sug-
gest that those who have knowledge of other entrepreneurs are more likely to develop
positive perception of entrepreneurial ability. Such positive perceptions are likely to be
strengthened in the presence of entrepreneurship training becasue of an individuals’
ability to correlate the knowledge gained from entrepreneurship training and its appli-
cation through personal knowledge of other entrepreneurs.

Hé6a: Individuals who personally knows other entrepreneurs are more likely develop
positive perceptions of entrepreneurial ability.

Hé6b: The joint effect of personal knowledge of other entrepreneurs and entrepre-
neurship training is likely to be positive.

In addition to observational learning from human actors, regions act as a source of
information about entrepreneurship (Florida, 1995; Lambooy, 2002). Individuals are
more likely to gain information related to entrepreneurship when they reside in regions
where entrepreneurship is considered a viable career option (Vaillant and Lafuente,
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2007). In this regard, urban agglomerations provide ideal ground for accessing informa-
tion related to entrepreneurship. For instance, information about other entrepreneurs,
about venture resource suppliers like venture capitalists and institutions that facilitate
trade and commerce are easier to find in urban compared to rural regions (Florida,
2005). Secondly, employment opportunities in urban agglomerations provide a source
of obtaining experiential learning (Gabe and Abel, 2011) that could be useful in assessing
ones’ entrepreneurial abilities. We argue that because individuals also learn through be-
havioural modelling (Bandura, 1977), urban agglomerations provide the entrepreneurial
context for forming perceptions about entrepreneurial abilities. In such regions individuals
not only have greater number of sources to acquire relevant information about entrepre-
neurship by direct participation but also reference points because of greater density of en-
trepreneurs and framework conditions (Reynolds et al. 2005). We suggest that the
combined effect of entrepreneurship training and urban location will amplify the positive
perception of one’s entrepreneurial ability. Therefore we hypothesize,

H7a: Individuals in urban regions are more likely to develop positive perceptions of
their entrepreneurial ability.

H7b: The joint effect of entrepreneurship training and territory is likely to be signifi-

cantly positive.

Method

The empirical estimation of the model is done using data from the Global entrepreneur-
ship Monitor (GEM) database. The data used for this particular study was collected in the
Catalonia autonomous region of Spain between the month May and July, 2010 through
telephone surveys. After removing the missing values, from an initial sample of 2000 ran-
domly selected individuals between the age group of 18—64 years the final sample used for
this study contains 1961 respondents. The selected sample can be divided into three
groups: Nascent entrepreneurs (those who are in the process of creating a new venture),
Owner-managers of existing business and non-entrepreneurs (rest of the sample). It is
possible that because of involvement in business creation and/or management activities,
the respondent in the first two groups are more likely to respond favourably to the
dependent variable (perceived entrepreneurial ability) compared to the rest of the sample.
We control for this potential bias by using business status of the respondents (whether
they are nascent entrepreneurs, owner mangers or non-entrepreneurs) as dummies in our
analytical model.

Dependent Variable: The dependent variable perceived entrepreneurial ability in this
study is a self-reported dichotomous measure in which the independent random sam-
ple of working age adults was asked “Do you have the knowledge, skills and experience
to start a new business”. As mentioned earlier the measure of perceived entrepreneurial
ability used in this study is different from entrepreneurial self-efficacy.While entrepre-
neurial self-efficacy measures both perception of entrepreneurial ability and the percep-
tion of entrepreneurial success (McGee et al. 2009), our measure captures only one
aspect of this construct, namely the perception or self-confidence in one’s entrepre-
neurial ability (Townsend et al. 2010). In our sample 53.9% of the respondents have
positive perception of their entrepreneurial ability. Such high level of perceived entre-
preneurial ability when dealing with complex tasks like new venture creation may seem
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surprising. This could be an indication of espoused value rather than theories-in-use
(Argyris, 1991). It could also be due to the entrepreneurial culture that exist in the
Catalonia region of Spain (Lafuente et al. 2007; Lafuente et al. 2010).

Independent variables: General ability is measured using respondent’s completed level of
formal education divided into six categories: Basic education (Education below secondary
level), secondary education, post-secondary (Vocational), post-secondary (Low Bachelor),
post-secondary (high Bachelor), post-secondary (graduate studies). Previous studies has
used similar indicator to measure general ability (Davidsson and Honig, 2003; Vaillant and
Lafuente, 2007). From Table 1 it can be seen that there is a significant difference in per-
ceived entrepreneurial ability across the three lower categories of post-secondary education
i.e. Post Secondary (Vocational), Post secondary (Low Bachelor) and Post Secondary (High
Bachelor). It should be noted that the mean difference between those who have positive per-
ceptions of entrepreneurial ability and those who do not for secondary education and post
secondary (Graduate studies) categories is not significant.

Job experience is nominal variable measured through job status at the time of survey. This
variable comprises 1) those who are working (WORKING) 2) Not-Working (unemployed
or looking for employment) 3) Not working because they are students, retired or disabled
(Refer to Table 2 for the terminology and coding used). Table 1 show that the proportion of
respondents working at the time of survey who have positive perceptions of their entrepre-
neurial ability (73.98%) is significantly higher than those without perceived entrepreneurial
ability (53.87%). Interestingly, for respondents in the other categories of job experience the
mean value of those with positive perceptions of entrepreneurial ability is lower compared
to those who lack perceived entrepreneurial ability and this difference is significant for both
the job categories.

Task specific ability is measured using entrepreneurship related training and prior ex-
perience in creating a new venture (prior entrepreneurial experience). In the sample,
the proportion of respondents with entrepreneurship training (36.8%), and prior entre-
preneurial experience (26.68%) is significantly higher among individuals with perceived
entrepreneurial ability compared to those with negative perceptions of entrepreneurial
ability (10.84% and 10.29% respectively) (Table 1).

The entrepreneurial context is measured using two questionnaire items, 1) whether the
respondents “know someone personally who started a business in the past two years”. 2)
Recoding the territory where the respondent resided (urban/rural as indicated in the in
the Table above). From Table 1 it can be seen that the proportion of respondents with per-
ceived entrepreneurial ability who personally know other entrepreneurs (39.07%) is signifi-
cantly higher than the figure observed for the sub-sample of individuals without perceived
entrepreneurial ability (22.23%). However, there is no significant difference in perceived
entrepreneurial ability between respondents from urban and rural regions.

We also consider the effect that current business ownership (owner-manager) or
pursuit of nascent entrepreneurial activities of the respondent (nascent entrepre-
neur) might have on one’s positive perception of entrepreneurial abilities by segre-
gating non-entrepreneurs from owner-mangers and nascent entrepreneurs using
dummies.

To examine the influence of the proposed explanatory variables on perceived entrepre-
neurial ability a logit regression model is used (Greene, 2003). In a logit model the
dependent variable is determined in terms of probability. As such the probability of
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Table 1 Descriptive statistics of the determinants of perceived entrepreneurial ability

Perceived Without perceived Overall  Kruskal-Wallis
entrepreneurial entrepreneurial ability chi square
ability

Non-entrepreneurs 0.7464 0.9690 0.8490 188.245%**
(0.4352) (0.1733) (0.3580)

Nascent entrepreneurs 0.0378 0022 02141 29.497%%*
(0.1909) (0.0470) (0.1448)

Owner managers 0.2175 0.0287 0.1305 153.004%**
(04128) (0.1672) (0.3369)

Age (in years) 43.7691 44.0685 439071 0.5448+
(11.3976) (12.9383) (12.1299)

Gender (1 for female) 04314 0.5608 04910 32645 ***
(0.4955) (0.4965) (0.5000)

Basic education 0.3907 0.5188 04497 32.282 ***
(0.4881) (0.4999) (0.4975)

Secondary education 0.1050 0.1073 0.1060  0.026
(:3067) (0.3096) (0.3080)

Post secondary education 0.1996 0.1659 0.1840  3.681*

(Vocational education) (03999) 03722) 03876)

Post secondary education 0.1797 0.1238 0.1540 11.664%%*

(Low Bachelors) (0.3841) (0.3296) (03610)

Post secondary education 0.1059 0.0707 00897  7.372%**

(High Bachelors) (03079) (0.2566) (0.2858)

Post secondary education 0.0189 00132 00163 0968

(Graduate experience) 0.1363) 0.1145) 0.1267)

Working (full time or 0.7398 0.5387 0.6471 86.261%**

part-time) (04389) (0:4987) 04779)

Not working (Unemployed) 0.1854 03019 0.2391 36.363***
(0.3888) (04593) (0.4266)

Not Working (Students, 0.0747 0.1592 0.1137 34,546

retired, disabled etc.) (02630) 03661) 03175)

Entrepreneurship training 0.3680 0.1084 0.2483 175.847%%%
(0.4825) 0.3111) (0.4322)

Prior entrepreneurial 0.2668 0.1029 0.1912 84.608 ***

Experience (04425) (0304) (03934)

Knowledge of other 0.3907 0.2223 03131 64.204 ***

entrepreneurs (04881) (04161) (04639)

Territory (1 for urban) 0.8061 0.8197 0.8123 0.594
(0.3956) (0.3847) (0.3905)

Number of cases 1057 904 1961

Standard deviation is presented in brackets. *, *** = significant at the 10%, 5% and 1% respectively.
+ T-statistic.

perceived entrepreneurial ability (Pr(Y; = 1) = p;) is modeled as a function of the afore-
mentioned set of independent variables (X;), where ; is expressed as p; = ¢ /1 + &*#,

and parameters (f3) are estimated by maximum likelihood method.
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Table 2 Terminology, Coding and Variable Description

Variable GEM Questionnaire Item Response code  Terminology and
variable (Original GEM Coding used###
coding)
Perceived SUSKILL “Do you have the knowledge, Yes =1 Yes=1
Entrepreneurial Ability skills and experience to start a No=0 No =0
(Dependent variable) new business” 0= 0=

Independent Variable(s) (Individual Level factors)

Education# GEMEDUC  "What is the highest level of 0=None 1 =Basic
education you have completed?” Education
1=Some 2 =Secondary
Secondary Education
2 = Secondary 3 =Post
Secondary
education
(Vocational)
3 =Post 4 =Post
Secondary Secondary
education
(Low Bachelor)
4 = Graduate 5=Post
Secondary
education
(High
Bachelor)
6 = Post
Secondary
(Graduate
studies)
Job Statust# GEMWORK3  GEM Harmonized work in 3 10 =Working (full 1 =Working
categories or part time) (Full or part)
20 =Not Working 2= Not Working
(looking for (Unemployed)
employment)
30 =Not working 3 =Not Working
(students, (Students,
retired, retired,
disabled) disabled)
Entrepreneurship ESaps5 “Do you consider you have 1=VYes 1=VYes
Training received some training related to | _
starting an enterprise” 2=No 0=No
Prior Entrepreneurial  ESaps9 “Have you been an Entrepreneur  1=Yes 1=VYes
) : o
Experience in the past? )= No 0=No
Independent variable(s) (Entrepreneurial Context)
Personal knowledge  knowen ‘Do you know someone personally 1 =Yes 1=Yes
of other who started a business in the past
" 0=No 0=No
entrepreneurs two years
Territory esstrata UrbancpsRural 1 =Urban 1 =Urban
2 =Rural 0=Rural

# Note that this variable is the harmonized education variable of GEM. In the original dataset for Catalonia (variable:
esreduc), this variable captures more detailed information about the completed level of education of the respondents.
The final categorization (the last column) is based on the esreduc variable in the Catalonia GEM dataset for 2010.

## Note that we use the harmonized GEM variable for measuring the job status (3 categories) from the original variable
occu which is in 8 categories.

### All variables in coded as dummy for analysis.

Results and discussion
Our estimation strategy is as follows 1) first we estimate models containing only the
direct effect of the independent variables and assess model fit using LR Chi square
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statistics (also note the Homer and Lemeshow chi square goodness of fit in the Table 3).
This is shown in Table 3 where Model 1 displays the coefficients of logistic regression
of only the individual level explanatory variables, followed by model 2 that display vari-
ables related to the entrepreneurial context while model 3 shows the effect of both in-
dividual level and contextual variables. The corresponding marginal effects are shown
in Table 4. 2) Second, we estimate model 4 containing direct and interaction terms of
gender with age, entrepreneurship training with the contextual variables (terrirory and
personal knowledge of other entrepreneurs).

The Log likelihood ratio test (LR) between model 1 and model 3 suggests that includ-
ing the variables related to entrepreneurial context results in statistically significantly
improvement in model fit ¢ (v* (2) =21.96 p <0.0000). Including the individual-level
factors in model 2 also significantly improves the statistical fit (v (9) =245.54,
p < 0.0000) of the model that contains both entrepreneurial context and individual-level
factors (model 3). Model 4 that contains the interaction terms also improves the good-
ness of fit over model 1 (v*=38.38, p<0.0000) as well as model 2 (v*=261.96,
p < 0.0000) and model 3 (v* = 16.43, p < 0.0000).

As far as findings related to the individual variables are concerned we find that age is
significantly related to positive perceptions of entrepreneurial ability (model 4 co-
efficient, Table 3) suggesting the perceived entrepreneurial ability in Catalonia increases
with age. This is contrary to our hypothesis H5a. We also find that the effect of gender
on perceived entrepreneurial ability in the Catalonia region of Spain is significantly
negative (model 1 and model 3 coefficients). However, this effect does not persist in
model 4. This is due to the moderation that age have on gender (Model 4 coefficient of
interaction term between gender and age is significantly negative) suggesting with in-
creasing age females in Catalonia are less likely to have positive perceptions of their
entrepreneurial ability. Thus, we do not find support for our hypothesis H5b.

Among the education variables secondary education does not have any effect on per-
ceived entrepreneurial ability with respect to the reference category of basic education.
Similarly, among the different post secondary education categories we find that the
lowest (vocational) and the highest (graduate studies) do not have any effect on favor-
able perceptions of entrepreneurial ability. However, the median categories, post sec-
ondary (Low bachelor) and post secondary (high bachelor) has a significantly positive
effect on favorable perception of entrepreneurial ability. If we compare the level of sig-
nificance and the marginal effect (Table 4, model 4), we find that with increasing levels
of education (from secondary to post secondary), positive perception of entrepreneurial
ability increases at first (11.26% change from basic education to post secondary (low
bachelor) at p <0.00) and then decreases (9.42% change from basic education to post
secondary (high bachelor) at p <0.05). This result supports our hypothesis H1 that al-
though there is a positive relationship between the level of education and perceived
entrepreneurial ability, the impact of education on perceived entrepreneurial ability is
greatest at the median level of education and decreases with further increase in educa-
tion. It should be noted that the above results could be influenced by the fact that in
2010 Catalonia was in the middle of the economic crisis and for several years the local
government have been spreading entrepreneurship concepts and pushing people to-
wards developing an entrepreneurial orientation. Therefore in Catalonia it is possible
that these factors have some influence in our result. For instance, the limited labor
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Table 3 Logistic Regression of perceived entrepreneurial ability

VARIABLES MODEL 1 MODEL 2 MODEL 3 MODEL 4
Nascent entrepreneur 2.7593%%* 2.866*** 2.6309%** 2.6691***
(0.7358) (0.7180) (0.7173) (0.7001)
Owner manager 1.8920%** 2.2492%%* 1.8645%%* 1.8466%**
(0.2270) (0.2143) (0.2270) (0.2270)
Age (in years) 0.0018 0.0044 0.0157***
(0.0044) (0.0044) (0.0059)
Gender (1for female) —0.4420%** —04328*** 05773
(0.1063) (0.1068) (0.3899)
Secondary education 0.1891 0.1990 0.2268
(0.1765) (0.1778) (0.1779)
Post Secondary (vocational) 0.1759 0.2135 02213
(0.1461) (0.1479) (0.1487)
Post Secondary (low Bachelors ) 4836%** 0.4941%** 04791***
(1577) (0.1590) (0.1606)
Post Secondary (high bachelors) 04733%* 04267** 0.4002%*
(0.1918) (0.1913) (0.1918)
Post Secondary (Graduate) 07350 0.0055 0.0244
(04224) (0.4413) (0.4492)
Working (Full or part time) 0.370%** 0.3205%** 0.2936**
(0.126) (0.1273) (0.1297)
Not working (sudents, retired etc.) —0.448** —0.4802** —04864**
(0.182) (0.1846) (0.1862)
Entrepreneurship Training 1.357%%* 1.3257%%% 2.1038%**
(0.138) (0.1392) (0.4220)
Prior Entrepreneurship 1.103%** 1.0342%** 1.0145%*
(0.147) (0.1496) (0.1504)
Knowledge of Other entrepreneurs 0.7248*** 0.5526*** 0.6952%**
(0.1068) (0.1171) (0.1280)
Territory (1 for Urban) 0.0748 0.0074 0.0737
(0.1255) (0.1343) (0.1477)
Gender X Age —0.0230***
(0.0086)
Entrepreneurship Training X Territory -0.5904
(0.4293)
Entrepreneurship Trianing X knowledge of —0.7827%**
other entrepreneurs (0.2855)
Constant —0.7384*** —0.3773%%* 0.9948*** —1.599%%*
(0.2469) (0.1196) (0.2796) (0.324)
LR Chi* (d.of 300.96(13)*** 174.99(4)*** 305.45(15)%** 32745(18)*
Psuedo R? 0.1812 0.0986 0.1893 0.1953
Hesmer & Lemeshow chi? 124337 558 1595.91 1560.52
Observations 1961 1961 1961 1961

Robust Standard Errors in parenthesis, *** p < 0.01, ** p < 0.05.

Page 12 of 19
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Table 4 Marginal effect of the determinants of Perceived entrepreneurial ability
dy/dx**  dy/dx dy/dx dy/dx
Model:1  Model:2 Model:3  Model:4

Nascent entrepreneurs 0.3898***  04048*** (0.3823***  (0.3851***
(0.0353) (0.0328)  (0.0380) (0.0363)
Owner Managers 03596***  04091*** 0.3555***  0.3537%**
(0.0276) (0.0222)  (0.0280) (0.0285)
Age (in years) 0.0004 0.0010 0.0038***
(0.0010) (0.0011) (0.0014)
Gender (1 for female) —0.1072%** —0.1015*** 0.1398
(0.0256) (0.0257) (0.0931)
Secondary education+ 0.0455 0.0478 0.0544
(0.0418) (0.0420) (0.0418)
Post secondary (Vocational) 0.0424 0.0513 0.0532
(.0349) (0.0351) (0.0352)
Post secondary (Low Bachelor) 0.1137*** 0.1159%**  (0.1126%**
(0.0353) (0.0355) (0.0360)
Post secondary (High Bachelor) 0.1105%** 0.1001** 0.0942%*
(0.0424) (0.0428) (0.0432)
Post Secondary (Graduate studies) 0.0178 0.0013 0.0055
(0.1018) (0.1074) (0.109)
Working (Full time or part time) 0.0836*** 0.0785***  0.0796**
(0.0318) (0.0312) (0.0318)
Not working (Students, retired etc.) —0.1184** —0.1189**  —0.1205**
(0.04523) (0.0458) (0.0462)
Entrepreneurship training 0.2961*** 0.2909***  04212%**
(0.0254) (0.0257) (0.0615)
Prior entrepreneurial experience 0.2435%** 0.2302%**  0.2266***
(0.0279) (0.0288) (0.0292)
Knowledge of other entrepreneurs 0.1723**% 0.1291***  0.1640***
0.0242)  (0.0267) (0.0290)
Territory (1 for urban) 0.0184 0.0018 0.0180
(0.0310)  (0.0327) (0.0362)
Gender X Age —0.0056***
(0.0021)
Entrepreneurship training X Territory —0.1932%**
(0.0687)
Entrepreneurship training X Knowledge of other entrepreneurs —0.1458
(0.1057)

**dy/dx: for discrete variables dy/dx is the change from X=0 to X = 1, Robust Standard Errors in parenthesis, *** p < 0.01,
** p <0.05.

market opportunities coupled with the efforts of the government could lead educated
individuals especially those at the median level of education to reassess their abilities
for entrepreneurship.

Among the job categories individuals with positive job market status (working at the
time of survey) are significantly more likely to develop positive perception of
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entrepreneurial ability compared to those who are not working (unemployed). This re-
sult supports hypothesis H2 that suggested that job experience has a positive impact on
perceived entrepreneurial ability. Interestingly those “not working” (students, retired
and disabled individuals) are significantly less likely to develop positive perception of
their entrepreneurial ability compared to those who are “not working (unemployed)”.
Also, results in model 4 of Table 3 corroborate that entrepreneurship training
(coefficient = 2.1038, p <0.0000) is positively related to perceived entrepreneurial
ability and individuals with entrepreneurship training are 42.12 percentage points
more likely to develop positive perceptions of their entrepreneurial ability relative
to the probability of those who do not have entrepreneurship training (Model 4
coefficient in Table 4). This finding is in accordance with hypothesis H3a. Simi-
larly, it can be seen that the probability of perceived entrepreneurial ability is sig-
nificantly positive (Model 4, Table 3) and increases by 22.66 percentage points
(Model 4 coefficients, Table 4) for those with prior entrepreneurial experience
compared to those without prior entrepreneurial experience. Thus, hypothesis H3b
that states that individuals with prior entrepreneurial experience are more likely to
develop positive perceptions of their entrepreneurial ability is supported.
Concerning the entrepreneurial context, results in model 4 of Table 3 shows that
knowing other entrepreneurs has a significantly positive impact on perceived entrepre-
neurial ability. In terms of magnitude the probability of developing perceived entrepre-
neurial ability increases 16.4 percentage points (model 4 coefficients, Table 4) for
individuals who personally know other entrepreneurs, compared to the probability of
individuals who do not. Thus hypothesis H6a is supported. However, the interaction ef-
fect of knowledge of other entrepreneurs and entrepreneurship training is significantly
negative. This is in contrast to our hypothesis H6b. This result is similar to the worse
-than-average effect exhibited by individuals in difficult and rare tasks (Kruger and
Dunning, 2009). Regarding the role of territory we find that territory (urban or rural)
shows no statistical significance. This result is contrary to Lafuente et al. (2007) and in
essence means that individuals in rural areas of Catalonia are no less likely to develop
positive perceptions of entrepreneurial ability than those residing in urban areas. Hence
H7a is not supported. Similarly, the interaction effect of entrepreneurship training and ter-
ritory is not statistically significant suggesting that entrepreneurial training among those
living in urban territory has no effect on positive perceptions of entrepreneurial ability.
Overall our results reveal that both individual-level factors and the entrepreneurial
context influences positive perception of entrepreneurial ability. However, contrary to
our expectation not all individual-level factors influences perceived entrepreneurial
ability. For instance, among the different levels of education, only median level of for-
mal education is important for positive perceptions of entrepreneurial ability. The lack
of significance of formal education, at the lowest and highest level, can be interpreted
this way. Formal education is compulsory and mostly concerned with theoretical or de-
clarative knowledge. While lowest level of such knowledge may not be sufficient for
perceiving ones’ entrepreneurial ability, the highest level could actually be detrimental
for ones’ self confidence especially while assessing abilities in rare and difficult tasks
such as entrepreneurship (Kruger and Dunning, 2009). Similarly, although age has a
positive effects on perceived entrepreneurial ability, older females are less likely to de-
velop positive perceptions of entrepreneurial ability than younger females. The positive
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influence of job experience on perceived entrepreneurial ability suggests that job ex-
perience is useful for developing procedural knowledge that could later be transferred
to an entrepreneurial career (Shane, 2000; Klepper, 2002). Similarly, the significant im-
pact of entrepreneurship training and prior entrepreneurial experience indicates the
importance of task specific training (Unger et al., 2011). Among the contextual
variables the significantly positive relationship between personal knowledge of other en-
trepreneurs and perceived entrepreneurial ability must be interpreted cautiously. Per-
sonal knowledge of other entrepreneurs could promote the ‘herd mentality; in which
individuals choose a vocational path considered in vogue (Nanda and Sorensen, 2010).
The absence of territorial influence on perceived entrepreneurial ability is an indication
that perceptual indictors of ability are more “individual-centered”. In other words, it
does not matter if an individual lives in rural or urban region for positive perceptions
of entrepreneurial ability to develop. Other factors that could explain this result is the
high level of urbanization in Catalonia, one that does not provide any advantage to
such urban territories over rural ones as far as access to public information related to
entrepreneurship is concerned. It would be interesting to examine if our results hold in
regions with a wide disparity in urbanization.

Implications

The implication of our results from a policy point of view is that perceived entrepre-
neurial ability is important for creating a positive environment for entrepreneurship in
a region. In-fact, individuals should not be encouraged to take up entrepreneurial activ-
ity unless they develop positive perceptions of their entrepreneurial ability. This is be-
cause the task of entrepreneurship is an act of human volition and requires
spontaneous drive for problem solving and persistence. A lack of positive attitude about
one’s ability to solve these problems encountered during the new venture creation
process could result in lack of persistence thereby undermining the entrepreneurial ini-
tiative. Worse is encouraging segments of the population with high formal education
into entrepreneurship if they do not believe that they have the (entrepreneurial) ability
to overcome the short-run obstacles of the venturing process. This would lead to under
optimization of an individual’s human capital and potentially lead to a net loss of hu-
man capital in the region. Therefore, policy should be very cautious when promoting
entrepreneurship among highly educated individuals.

Secondly, the positive impact of personal knowledge of other entrepreneurs reveals
that the motivational impact of entrepreneurial role models is higher when individuals
personally know other entrepreneurs. This suggests that promoting entrepreneurship
using entrepreneurial role models is more useful when local instead of global entrepre-
neurs are projected as case studies of successful entrepreneurship.

For potential entrepreneurs, the results of our study imply that specific task specific abil-
ities provide the base necessary for developing perceived entrepreneurial ability. At the same
time it is necessary to seek out entrepreneurial role models so that vicarious experience can
be obtained. For those with entrepreneurial intentions who undertake formal entrepreneur-
ship training positive perception of entrepreneurial ability could provide the signal necessary
to attract potential resources suppliers reading individuals’ motivation to pursue and persist
with the entrepreneurial career and thus lower entry barriers to new venture creation.
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Conclusion

Extant studies have indicated that there is a positive relationship between perceived
entrepreneurial ability and entrepreneurial activity. In this paper we examined the ante-
cedents of such perceptions. We specifically examined the role of individual-level factors
and the entrepreneurial context in influencing perceived entrepreneurial ability in a spe-
cific region using a sample of 1961 randomly selected individuals from the working age
population of Catalonia region of Spain. Following the cognitive learning theory we used
individual level factors like general education, entrepreneurship training and experience
(job as well as prior entrepreneurship), age and gender to examine the role that direct and
participatory learning play in the influencing perceived entrepreneurial ability. We also hy-
pothesized that an entrepreneurial context comprising personal knowledge about other
entrepreneurs and territorial location in a given region would influence perceived entre-
preneurial ability. Logistic regression technique was used to analyze the data. The results
show that positive perception of entrepreneurial ability in Catalonia results from median
level of education, job experience, task specific training in entrepreneurship, prior entre-
preneurial experience, age and personal knowledge of other entrepreneurs. The main con-
tribution of our study is that we identify both the micro as well as macro factors that lead
individuals to develop entrepreneurial confidence (perceived entrepreneurial ability) in a
given region. Considering that positive perceptions of entrepreneurial ability has a signifi-
cant influence on the decision to initiate nascent entrepreneurial activities our study could
help policy makers in designing policy tools that enhances individual’s positive perception
of their entrepreneurial ability, for instance entrepreneurship related training programs in
their regions.

However, it should be noted that positive perceptions of entrepreneurial ability could
also be a manifestation of overconfidence. Although over-confidence is important in
terms of driving action we caution that such an attribute may not be beneficial in terms
of individuals’ ability to sustain in a difficult task like entrepreneurship. This study is
limited to identifying the antecedents of perceived entrepreneurial ability without
examining whether they are symptoms of overconfidence or self-confidence. Secondly
this study do not reveal whether positive perception actually lead to the initiation of
nascent entrepreneurial activities. Considering that others factors also influence the de-
cision to initiate nascent entrepreneurial activities it would be interesting to examine
whether such factors influence the later directly or indirectly through perceived entrepre-
neurial ability. The main limitation of our study is that our results apply to Catalonia and
thus may not be valid for other regions. So, future studies on the determinants of perceived
entrepreneurial ability should test our results in other contexts. Moreover, our study do
not make any distinction between the nature of education (technical versus non-technical)
and didactics. Future study can explore if these two factors influence positive perceptions
of entrepreneurial ability.

Endnotes

*There is a difference between perception and sensation. Sensation relates to reception,
conversion and transmition of information/data from the outside world using the different
sense organs while perception is the interpretation of such raw information/data into a
meaniningful whole (Huffman, 2012).
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"We use the terms mental representation and mental model to refer to the same
construct.

“It should be noted that the mental representation of entrepreneurship could be in-
fluenced by affect (feelings and emotions). For instance, those with positive affect
would tend to perceive information more favorable than those with neutral or negative
affect (Baron, 2008).

dNote that competency in the literal sense is sufficiency of abilities in a given domian.
So, the difference between ability and competency in the case of the medical student
would be whether the student has sufficient knowledge, skills and experience in cor-
rectly treating the patient.

“The Hesmer and Lemeshow (H & L) goodness of fit is shown in Table 3. Note that
in the H & L goodness of fit test a non-significant p value indicates a better model fit.
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