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Abstract

Business success arises out of the total investments in the venture. This is not limited
to tangible inputs such as financial capital, but on intangible resources as well.
Entrepreneurship is a highly stressing occupation involving undertaking risks and
often demanding workloads; hence requiring mental inputs (psychological capital).
Moreover, the entrepreneurial job also involves doing business with other people of
different statuses including investors, partners, customers, and employees; hence
requiring the entrepreneur to exhibit a great deal of social competence to relate
with others. Using two independent studies, we assess the contribution of
psychological capital and social competence, as well as their interaction to
entrepreneurial outcomes including performance (Study 1), and entrepreneurs’
wellbeing, satisfaction, and commitment to their entrepreneurial career role (Study
2). Study 1 uses a sample of 102 owner-managers or managers of small companies
in Uganda. In this study, entrepreneurs’ social competence is measured as the
relationship between entrepreneurs and their employees. Study 2 uses a sample of
228 young self-employed individuals in Uganda and Kenya; and operationalizes
social competence via social intelligence. The results were consistent with our
assumptions, highlighting the relevance of both psychological capital and social
competence to entrepreneurial outcomes. Yet their interaction also has substantial
impact on all outcomes examined in these studies.

Keywords: Commitment to entrepreneurship, Entrepreneurial outcomes,
Performance, Psychological capital, Psychological resources, Satisfaction, Social

competence, Well-being

Background

The entrepreneurial job involves creating new ventures and growing them into successful
and sustainable enterprises. Each stage of the entrepreneurial process, however, presents
daunting challenges; coupled with a dynamic competitive work environment and the risks
undertaken (Baron, Franklin, & Hmieleski, 2016; Umukoro & Okurame, 2017). These can
grossly affect several entrepreneurial outcomes including performance, entrepreneur’s
satisfaction, and wellbeing; consequently, reducing the potential for persisting in entrepre-
neurial activities. It is particularly the case for micro-enterprises in developing countries,
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where there are high rates of failure. On average, only about 34% of self-employed or
micro-entrepreneurs are considered successful (Gindling & Newhouse, 2014).

Whereas most of the challenges entrepreneurs are confronted with are external, such as
economic conditions, therefore are outside the control of the entrepreneur (Albuquerque,
Filho, Nagano, & Junior, 2016); unsuccessful owners of small businesses tend to share
similar characteristics (Gindling & Newhouse, 2014). This suggests that entrepreneurs’
abilities to cope with the demands of entrepreneurship play a critical role in achieving
success. Two important intangible resources available to entrepreneurs (that is psycho-
logical capital and social capital) could help cope with the challenging role of entrepre-
neurship, thereby enhancing chances of success. Baron (2000) suggested that successful
entrepreneurs tend to demonstrate high levels of mental and social competences. The
paper, therefore, examines the contribution of these intangible resources to objective and
subjective entrepreneurial outcomes. We also posit the two intangible resources have
interactive effects on entrepreneurial outcomes, such that effect of psychological on each
specific outcome is higher when an entrepreneur has levels of social competence.

Psychological capital is referred to as the “HERO within” (Luthans, 2012; Luthans &
Youssef-Morgan, 2017), indicating what individuals are likely to achieve with, as
opposed to what they are likely to achieve without, positive psychological resources. This
acronym also connotes the four positive cognitive resources constituting psychological
capital: Hope, Efficacy, Resiliency, and Optimism. Based on the idea of resource caravans
(Hobfoll, 2011), it is posited that these resources tend to work together resulting into
superior performance; and go beyond what the entrepreneur has (financial capital); or
knows (human capital); or whom the entrepreneur knows (social capital). The four
psychological resources represent what an individual is; and particularly highlight the
strengths rather than weaknesses of the person (Luthans, Luthans, & Luthans, 2004).
Psychological capital is generally related to positive work attitudes, superior performance
and wellbeing in work situations (Chen et al., 2017a, b; Kim et al. 2017; Avey et al. 2011;
Luthans et al., 2007a, b, ¢; Avey, Luthans, and Youssef 2010), thereby important for
realization of both objective and subjective entrepreneurial outcomes (Baluku, Kikooma,
& Kibanja, 2016b; Baron et al., 2016).

In addition to the psychological resources, the ability to understand oneself and
others is relevant for business leadership, customer handling, networking, teamwork,
negotiation and conflict handling (Borg & Johnston, 2013; Chin, Raman, Yeow, & Eze,
2012; Humphrey, 2013). These should increase the likelihood of success among socially
competence entrepreneurs. Social skills outlined by Albrecht (2006) including situ-
ational awareness, presence, clarity, and empathy (SPACE) are essential abilities for the
entrepreneur; particularly in activities including relations with employees, customers,
suppliers, and networks (Williams, 2008). Social ability is also related to the strength of
ties of nascent entrepreneurs have with other people (Lans, Blok, & Gulikers, 2015),
which has implications for critical entrepreneurial tasks such as networking and mar-
keting. The present study highlights the importance of two specific social competences,
namely social intelligence, and relational capital. Whereas social intelligence concerns
social information processing ability, social or interactional skills, and social awareness
(Silvera, Martinussen, & Dahl, 2001); relational capital denotes the mutual relationships
between the firm or its owner and the people it interacts with (Bronzetti & Veltri,
2013) including customers, employees, and suppliers. Therefore, social intelligence is a
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competence that enables individuals to behave appropriately in social situations. On the
other hand, relational capital is the value nested in the nature of relationships, thus related
but distinct from the concept of social capital (Still, Huhtaméki, & Russell, 2013).

Despite the usefulness of psychological capital and social competences to business, it has
been suggested that such intangible resources are poorly managed among young and micro
enterprises, hence the need to continuously highlight the essentiality of these resources
(Hormiga, Batista-Canino, & Sanchez-Medina, 2011). In the present study, we test the
assumption that the interaction of the two intangible resources further strengthens the like-
lihoods of achieving superior entrepreneurial outcomes. We particularly focus on subjective
outcomes including performance, entrepreneur’s satisfaction, their wellbeing, and commit-
ment to the entrepreneurial role. Whereas literature emphasizes objective entrepreneurial
outcomes, it has been noted that entrepreneurs seek more than economic benefits from
their work (Baron et al., 2016), hence we emphasize the contribution of psychological
capital and social competence to both objective outcomes (venture performance) and
subjective outcomes (entrepreneur’s satisfaction, wellbeing, and commitment to entrepre-
neurship work).

Two independent studies are reported in this paper. Study 1 examines the direct and
interactive effects of psychological capital and social competence on entrepreneurial
performance. In this study, social competence is measured with the concept of relational
capital. However, the measurement focused on the relations between the firm owner or
manager with the employees. Study 2 assesses the direct and interactional effects of
psychological capital and social competence on subjective entrepreneurial outcomes
among young self-employed individuals in two East African countries (Uganda and
Kenya). In this study, social competence is measured with the concept of social
intelligence. Measuring social competence with different concepts in the two studies
serves to broaden the explaining variables (social intelligence vs. relational capital).
Moreover, testing our assumptions with two samples aimed at replicating findings in a
different sample as well as broadening the set of entrepreneurial outcomes that can be
explained by psychological capital and social competences and their interaction.

Theory and hypothesis development

The study of success among microenterprises is dominated by the focus on economic
parameters such as growth in sales, income and profits (e.g. Rindova, Barry, and
Ketchen 2009; Baron, Franklin, and Hmieleski 2016; Robb and Fairlie 2009; Alom et al.
2016; Qureshi, Aziz, and Mian 2017) as well as growth in number of employees in the
company (Alom et al., 2016; Baluku, Kikooma, & Kibanja, 2016a). However, following
calls to study entrepreneurial success beyond economic measures, there is increased
research on subjective success, and thus increased focus on psychological processes
and factors that are associated with entrepreneurial success. The idea is that some
psychological attributes and states are important resources for entrepreneurial success
and persistence (Baluku et al., 2016b; Duening, 2010; Patel & Thatcher, 2014; Rauch,
Braennback, & Carsud, 2010).

Studies on entrepreneurial behavior and outcomes are increasingly applying psycho-
logical capital as an underlying mechanism that is associated with success (e.g. Baluku,
Kikooma, & Kibanja, 2016b; Baron et al., 2016; Jensen & Luthans, 2006; Sarwar,
Nadeem, & Aftab, 2017). In the present study, we argue that psychological capital
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impacts on several objective and subjective outcomes of entrepreneurship. In addition, we
argue that entrepreneurship as a career role is conducted in social settings, where amount
and quality of social interactions are important to the execution of the job. Moreover,
social relations contribute to motivation and persistence in activities, in line with the
self-determination theory (Deci and Ryan 2015; Deci et al. 2001). Both self-determination
and positive organizational behavior literature portray social relations and psychological
capital as concepts that foster thriving, vitality, and psychological growth (Luthans et al.,
2008a, b; Deci and Ryan 2000; Ryan 2009). This suggests that psychological capital and
social competence have similar effects on entrepreneurs’ behavior and are important for
predicting entrepreneurial outcomes. The paper, grounded on psychological capital and
social competence literature, examines the direct and interactive effects of positive
personal resources, relational capital, and social intelligence on entrepreneurial outcomes
and commitment to remain in the entrepreneurship role.

The role of psychological Capital in Entrepreneurial Success

Psychological capital is described as a state of mind, consisting of positive psychological
strengths (Avey et al. 2011; Luthans and Youssef-Morgan 2017); therefore, it could be
considered a positive mindset. Positive cognition is essential to an entrepreneurial
mindset enabling individuals to learn from experiences and adjust to the dynamics of
the business environment in order to achieve success (Haynie, Shepherd, Mosakowski,
& Earley, 2010). Facets of psychological capital, for example, optimism and self-efficacy,
are essential for performance in cognitively related entrepreneurial tasks including
innovation, and identification of opportunities (Arora, Haynie, & Laurence, 2013;
Gudmundsson & Lechner, 2013; Hayek, 2012; Storey, 2011). Therefore, entrepreneurs
apply psychological resources right from the start of the entrepreneurial process. This
suggests that psychological capital is one of the cognitive investments that an entrepre-
neur will always be required to invest in sufficient amounts to achieve desired
outcomes (Baluku et al., 2016b; Baron et al., 2016; Sarwar et al., 2017).

The construct of psychological capital (Goldsmith, Veum, & Darity, 1997; Luthans et
al., 2004) represents the psychological resources that individuals bring to their work.
Based on positive psychology literature, psychological capital comprises of four
resources including self-efficacy (confidence), optimism, hope and resilience (Luthans,
Avolio, & Avey, 2007a; Luthans et al., 2004). Whereas other constructs from positive
psychology, such as trust (Page & Donohue, 2004), have been suggested for inclusion
as aspects of psychological capital; it is considered that only the four positive psycho-
logical resources are eligible for inclusion; based on the criteria that they are state-like
and can be developed through specific interventions (Luthans & Youssef-Morgan,
2017). Moreover, it is posited that these resources tend to move together (Luthans &
Youssef-Morgan, 2017) based on the assumptions of psychological resource caravans
(Hobfoll, 2002, 2011). Consequently, an improvement in one of these resources may result
in increase in the other(s). For example, evidence suggests that optimism and hope tend
to lead to enhanced efficacy and resilience (Feldman & Kubota, 2015; Storey, 2011).

Each of these components of psychological capital is critical resource at different stages
of the entrepreneurial, therefore important for success. Self-Efficacy, or confidence, refers
to an individual’s belief in personal capacities to achieve a goal or complete a task
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(Bandura, 1997). It is a positive psychological resource that increases with mastery and
vicarious experiences (Luthans et al., 2004). Applied to entrepreneurship, self-efficacy could
be the force that drives individuals to undertake the risks of starting and managing a busi-
ness venture (Boyd & Vozikis, 1994) since it relates to confidence in one’s own ability to
mobilize the required resources and motivation to execute a given role or task in a given
context (Stajkovic & Luthans, 1998). High self-efficacy is related to the setting of challenging
goals and the persistence in pursuance of those goals, hence it is a useful resource for entre-
preneurial growth and performance (Hmieleski and Corbett 2008; Hmieleski and Baron
2008). Self-efficacy is also related to the ability to undertake risks (Bandura, 1997), which is
an important part of the entrepreneurial job. Particularly, high self-efficacy is needed in
identifying and exploiting opportunities, harnessing resources, and maneuvering the difficul-
ties of establishing a business (Tumasjan & Braun, 2012; Wilson, Kickul, & Marlino, 2007).

Optimism is another aspect of psychological capital that is reported to have a sub-
stantial impact on the ability to do business. It regards an individual’s expectations of
positive outcomes or making positive attributions about the likelihood of success in the
short or long term (Luthans, Youssef, and Avolio 2007c). People take the risk of invest-
ing money or other resources even when there are uncertainties because they expect
positive returns on investment (Rigotti, Ryan, & Vaithianathan, 2011). Hence, optimism
is necessary for individuals to accept the risks of starting or growing a business venture
(De Meza & Southey, 1996; Storey, 2011; Trevelyan, 2008). The expectation of positive
outcomes not only facilitates continuous investment in the growth of the business but
also triggers resilience (Stagman-Tyrer, 2014), thus the ability to persist in the entrepre-
neurial role even at difficult business times. Optimism is also a cognitive resource that
facilitates opportunity exploitation, creativity, and innovation (Storey 2011; Hmieleski
and Baron 2009) resulting into superior entrepreneurial performance, as demonstrated
by evidence from less developed and emerging countries (e.g. Chen, Joardar, and Wu
2017a; Chen et al. 2013).

Hope is the perception that one can achieve his/her goals, which facilitates the
development of pathways and persistence towards achieving the set goals or desired
outcome (Luthans et al., 2007a, b, ¢; Luthans and Jensen 2002). This derives from
Snyder (2002) and Snyder et al. (1996)‘s theorization of hope as consisting of three
aspects: goals, agency, and pathways. The theory suggests that hope develops from way
power (ability to develop plans and alternatives to achieve goals) and willpower/ agency
(determination to act and maintain effort) and these complement each other in the
pursuit of goals (Luthans 2012; Luthans, Avey, and Patera 2008a; Luthans and Jensen
2002). Setting goals and strategies to achieve them is one of the key tasks that entrepre-
neurs engage in during the lifetime of a business venture. Individuals higher on hope
are able to adjust strategies when faced with difficulties; therefore, it is important for
stimulating resiliency and persistence. Consequently, it is expected that entrepreneurs
who are high in hope achieve superior outcomes. This ability is complemented by the
resiliency resource. Resiliency is a psychological capability to cope with both negative
and positive events as well as the ability to bounce back from adversity (Brandt, Gomes,
and Boyanova 2011; Luthans, Youssef, and Avolio 2007c). It is also a resource that is
useful in learning and thriving in difficult situations (Masten, 2001). This is important
for coping with business stress related to risks, losses, competition, and resource
constraints (Baron et al., 2016; Markman, Baron, & Balkin, 2005).
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Overall, these four mental resources are theorized to combine to constitute a higher
order construct of psychological capital (Luthans, Luthans, and Luthans 2004; Luthans
and Youssef-Morgan 2017; Luthans 2012) that has increasingly been applied to explain-
ing work attitudes and outcomes. In the field of entrepreneurship, existing research has
indicated that psychological capital is an important predictor of performance and
well-being of entrepreneurs; especially in dynamic and complex situations (Baron,
Franklin, and Hmieleski 2016; Hmieleski and Carr 2008). The present study broadens
the application of psychological capital to explain a wide range of entrepreneurial
outcomes. Overall, the evidence presented in this review suggest that psychological
resources are important for different entrepreneurial tasks and processes that including
developing an interest in entrepreneurship, opportunity recognition, establishing the
firm, creativity, innovation, developing and implementing business plans, as well as
motivation for persistence. These consequently determine the level of objective and
subjective success. We, therefore, hypothesize that:

H1. Psychological capital is positively related to entrepreneurial outcomes, including
(a) firm performance (Study 1),

(b) entrepreneur’s satisfaction (Study 2),

(c) wellbeing (Study 2), and

(d) commitment to the entrepreneurial role (Study 2).

The role of social competences in entrepreneurial success

Several tasks of the entrepreneur are executed in the social space, where they interact with
different stakeholders. Moreover, networking and cooperation, rather than competition,
are emphasized for nascent and micro-enterprises to cope with the dynamic globalized
business environment (Bellingtoft, 2012). These tend to reduce costs of small enterprises
(Agburu, Anza, & Iyortsuun, 2017); and are consequently an antecedent of success.
However, all of these require the application of social competences. Towards this direc-
tion, Markman and Baron (2003) propose that social competence plays an important role
in entrepreneurial success.

Social competence, in the entrepreneurial field, concerns an entrepreneur’s ability to
effectively interact with people who are important to the firm. These include
employees, customers, suppliers, investors, the community, and other stakeholders in
the business. Social competence includes the ability to understand others, making good
first impressions, adapting to a range of social situations and persuasiveness (Baron and
Markman 2000). These enable entrepreneurs to build social capital and relational
capital. We particularly assume that building relational capital is foundational for micro
enterprises in establishing strong networks and collaborations; which in turn serve as
sources of social capital. In this paper, we measure social competence using two social
resources: relational capital (in Study 1) and social intelligence (in Study 2). The subse-
quent review focuses on the association of these resources with entrepreneurial success.

Relational capital is a construct denoting intangible resources available in the social
relationships of the firm itself or of the business owner. It is a form of capital that
represents benefits accruing from creating and maintaining relations with the major
stakeholders and is usually reflected in customer loyalty and satisfaction as well as the
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firm’s image with stakeholders such as financial entities and suppliers. This is summa-
rized as the outward projection of the firm involving mutual relationships between the
firm and the people or firms it interacts with (Bronzetti & Veltri, 2013). Literature
tends to portray relational capital as mainly resulting from relationships with customers
(e.g. Bontis 1998; Stewart and Ruckdeschel 1998). However, the relations of the firm or
its owner with other stakeholders could be equally important. For example,
high-quality relations with suppliers tend to increase shared benefits between supplying
and buying firms (Blonska, Storey, Rozemeijer, Wetzels, & de Ruyter, 2013). Relational
capital builds from social capital theory, and is,therefore, considered a facet of social
capital (Blonska et al., 2013).

A key ingredient of relational capital is trust (Blonska et al, 2013; Liu, Ghauri, &
Sinkovics, 2010). Trust indicates that parties to a relationship are dependable, open,
honest, vulnerable and identify with each other; as well as satisfaction and commitment
to the relationship (Paine, Katie, & Paine, 2003). This is essential to enabling the dedi-
cation of employees, hence leading to more effort put into their jobs and commitment
to the firm. With regards to customers, relational capital implies customer loyalty (Bontis,
1998; Bronzetti & Veltri, 2013). This ensures a sustained customer base and sustained
sales. The relations with suppliers also imply higher negotiation power, and increased
ability to buy on credit. Moreover, a good image and trust between the firm or the entre-
preneur with investors and financial institutions strengthen the ability to solicit financing,
hence important for the financial health of the company (Paine et al., 2003). This suggests
that relational capital could be essential for the firm’s growth and performance. Given that
micro and small firms usually experience financial constraints (Kim, Aldrich, and Keister
2006; Artinger and Powell 2015; Tushabomwe-Kazooba 2006), they can gain competitive
advantage and achieve success by deploying their social competences (Baron and
Markman 2000; Liu, Ghauri, and Sinkovics 2010). Particularly, the literature shows that
relations with customers and suppliers are associated with the success of the firm, espe-
cially in the first years of operation (Hormiga et al., 2011).

The above review indicates that relational capital is particularly important for achieving
objective success as facilitated by customer loyalty and mutual relations with suppliers. The
present study broadens the focus of relational capital by highlighting the impact of positive
relations between entrepreneurs and their employees. Employees are the channel through
which the company interacts with other stakeholders. Therefore the relationship between
business owners and employees impacts on customer reactions to the company (Masterson,
2001). Moreover, it is reported that successful organizations are those that tend to treat
employees as customers (Bowers & Martin, 2007). Based on these views, we propose that
relational capital generated internally from the mutual relationship between entrepreneurs

or firm managers and employees is associated with superior entrepreneurial performance.

H2. Relational capital is positively associated with firms’ entrepreneurial performance
(Study 1).

Social intelligence is a social competence that concerns the ability to establish and
maintain social contacts. It involves the ability to get along well with others and win-
ning their cooperation; which consists of paying attention to other people’s needs and
interests, generosity attitude, and successful interactions with others (Albrecht, 2006).
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This social capability enables individuals to think and behave effectively in social situa-
tions or adjust to social environments (Albrecht, 2006; Kaukiainen et al.,, 1999; Riggio
& Reichard, 2008; Williams, 2008). To function appropriately in social situations,
individuals require the wide range of abilities that make up social intelligence including
empathy, communication, relationship management, self-expression, understanding
social situations, self and interpersonal awareness, interpersonal problem solving,
knowledge of social norms and scripts (Albrecht, 2006; Boyatzis & Ratti, 2009; Kaukiainen
et al.,, 1999; Riggio & Reichard, 2008).

All these abilities are important in entrepreneurial situations. They are particularly
essential for leadership and management (Boyatzis & Ratti, 2009; Williams, 2008) of
the business. This, in turn, could enhance relations between entrepreneurs and their
employees, suppliers, and customers. In addition, social intelligence is related to
emotional and cultural intelligence (Boyatzis & Ratti, 2009; Crowne, 2009); yet the
combination of these three bits of intelligence make individuals effective in interper-
sonal interactions. This consequently helps entrepreneurs in attracting and retaining
customers as well as employees; and managing relations with partners (Williams,
2008). Therefore, social intelligence is an essential contributor to success in negotiating
business deals, selling, motivating employees and customers which may improve firm
performance and persistence.

This review indicates that social intelligence could enhance objective success. In the
present study, we argue that social intelligence is also critical for achieving subjective
entrepreneurial outcomes including the entrepreneur’s satisfaction, well-being and
willingness to persist in the entrepreneurial role. Ability to relate with others positively
is known to reduce stress among entrepreneurs (Pollack, Vanepps, & Hayes, 2012),
thereby enhancing their well-being. Self-determination theory suggests that relatedness
is one of the psychological needs that drive motivation and persistence (Deci & Ryan,
2000; Milyavskaya & Koestner, 2011). Specifically, the satisfaction of the need for
relatedness, like other psychological needs, is antecedent for intrinsic motivation
(Deci et al., 2001) which in turn is a determinant of superior work performance
and satisfaction (Vansteenkiste et al, 2007). Therefore, the ability to maintain positive
relations with stakeholders to the business could enhance the satisfaction and wellbeing
of entrepreneurs, particularly for those who have a high need for relatedness. We, there-
fore, predict that;

H3. Entrepreneur’s social intelligence is positively associated with:
(a) entrepreneur’s satisfaction (Study 2),

(b) well-being (Study 2), and

(c) commitment to the entrepreneurial role (Study 2).

Psychological capital is related to cognitive abilities such as emotional intelligence
(Sarwar et al., 2017) that enhances the quality of social interactions. Facets of psycho-
logical capital such as self-efficacy are important for individuals to enter and maintain
social relations. This may be essential for attracting partners as well as maintaining
positive relations with suppliers, investors, and customers, hence, improving chances of
entrepreneurial success. Accordingly, in the present study, we predict that relational
capital and social intelligence will moderate the positive effects of psychological capital
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on entrepreneurial outcomes. Previous research on moderators of the relationship
between psychological capital and workplace behavior or outcomes show that the
impact of psychological capital is affected by social relations concepts such as identity
(Norman, Avey, Nimnicht, & Graber Pigeon, 2010). For owners of microenterprises,
social relations provide an opportunity to perform a number of entrepreneurial func-
tions such as networking, fundraising, obtaining labor, and marketing. These facilitate
entrepreneurial performance and offer an avenue for the application of the entrepreneurs’
positive psychological resources. Therefore, the application of psychological capital to
entrepreneurial activities and the impact it has on firm performance and entrepreneurs’
wellbeing may partly depend on the quality of relations within the firm’s social environ-
ment. We, therefore, propose that:

H4. The positive effects of psychological capital on entrepreneurial performance are

strengthened by relational capital (Study 1).

HS5. The positive effects of psychological capital on:

(a) entrepreneurs’ satisfaction (Study 2),

(b) wellbeing (Study 2), and

(c) commitment to the entrepreneurial role is moderated by their social intelligence
(Study 2).

Empirical studies

Study 1: Impact of psychological capital and relational capital on entrepreneurial
performance

This study examines the direct and interactive effects of psychological capital and
relational capital on entrepreneurial performance. In the theoretical review above, it was
discussed that relational capital regards to the value of interactions of the firm with its
social environment. This includes customers, suppliers, employers, and generally the
community. In this study, relational capital is reflected by the quality of the relationship
between the owner or manager of the business with his/her employees; focusing on the
trust and collaboration between the two parties.

Methods

Sample The sample for this study comprised of owner-managers or managers of small
enterprises in Uganda that participated in the Uganda 2015 edition of the Employer of
the Year Award (EYA 2015) survey (Munene, Kikooma, & Nansubuga, 2015). Only
companies that are registered members of the Federation of Uganda Employers (FUE)
participate in this bi-annual survey; which leads to the award of the employer of the
year in the categories of small, medium enterprises, and large enterprises. The present
study analysed data of owner-managers or chief executives in the small (or micro)
enterprises category. The sample comprises of 102 individuals (67.6% Male and 32.4%
Female). Of these, 21.6% were owner-managers (owners who are also the chief execu-
tives of the firms) and 78.4% managers (chief executives who were not the owners of
the firms). The participants varied significantly in their age, ranging from 18 to 74 years
(M =43.18 years, SD = 12.84).
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Instruments To measure psychological capital, the psychological capital questionnaire
(PCQ 24) (Luthans, Avolio, & Avey, 2007a) was used. The questionnaire consists of 24
items relating to the four psychological resources. A sample item is “I feel confident
analyzing a long-term problem to find a solution.” Participants are required to indicate
their level of agreement with the items on a 6-point Likert scale (1 = strongly disagree,
and 6 = strongly agree). This questionnaire showed high Cronbach’s reliability for the
present study (a =.90).

The measure for relational capital consisted of eight (8) most valid items from the
scale used to measure relational human resources management in the EYA 2015 survey
(Munene et al., 2015). These items particularly asked participants to evaluate relations
and collaboration with their employees. Sample items include “There is a high level of
trust between management and employees” and “My followers will go out of their way
to help me solve my problems at work”. These items were measured on a 6-point
Likert scale requiring participants to indicate the extent to which the statements are
true about the firm (1 = this is extremely untrue of this organization, and 7 = this is
extremely true of this organization). A high Cronbach reliability (a =.89) was observed.

Entrepreneurial performance was assessed with six (6) most valid items from the firm
performance instrument used in the EYA 2015 survey (Munene et al., 2015). These
items reflect the owner’s or manager’s evaluation of the firm’s performance. The items
include: “My/this business has managed to develop new markets in the previous years,”
“My/this business has procured new equipment to improve on performance in the
previous years,” “In the last years, this business has understood the strengths of its

” «

competitors,” “My/this business has achieved its most important goals in the previous

years,” “My/this business is successful compared to its competitors,” and “In the past
three years, this enterprise has provided funds for a new business startup.” These items
were measured on a 6-point Likert scale requiring participants to indicate the extent to
which the statements are true about the business (1 = this is extremely untrue of this
organization, and 7 = this is extremely true of this organization). The questionnaire
showed an acceptable Cronbach reliability coefficient (a =.76); given that .70 is consid-

ered the threshold (Nunnally, 1978).

Results
The means, standard deviations, reliability (Cronbach’s alpha) coefficients, and correla-
tions of the study variables are presented in Table 1. Findings on the relationships between
psychological capital (H1a), relational capital (H2) and their interactive effects (H4) when
it comes to explaining performance are presented in Table 2. To test these hypotheses, we
applied moderated regression analysis using PROCESS macro (model 1) (Serrano-Cinca,
Fuertes-Callén, & Mar-Molinero, 2005). This model analyzes direct and conditional
effects simultaneously. We also applied sample bootstrapping at 5000 in line with Hayes
(2013). In the regression model, we included sex, age, and owner status (whether the
respondent is owner-manager or manager); given that such personal factors affect
entrepreneurial performance (e.g. Walker and Brown 2004).

In line with our assumptions, results in Table 2 indicate that psychological capital (B
=.33, p<.01) and relational capital (B =.38, p <.001) are positively related to entrepre-
neurial performance. These results confirm Hla and H2. Hypothesis 4 predicted that
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Table 1 Descriptive statistics and variable intercorrelations (Study 1)

M SD a 1 2 3
Age 43.18 12.84
Psychological capital (1) 595 73 90 1
Relational capital (2) 530 90 89 32" 1
Entrepreneurial performance (3) 5.84 84 76 39 43™ 1

** p < .01; ** p < 001

the positive effects of psychological capital on entrepreneurial performance are moder-
ated by relational capital, such that the impact of psychological capital is higher when
relational capital is high. As shown in Table 2, we found significant interaction effects
(B =31, p<.05); with a significant increase in R®. Overall, the model explained 36% of
entrepreneurial performance. As shown in the specific conditional effects in Table 2, as
well as in Fig. 1, the effects of psychological capital on entrepreneurial performance
were non-significant at a low level of relational capital. The effects were significant at
average level of relational capital (B =.33, CI=.12 to .55) and even stronger at high level
of relational capital (B =.62, CI=.38 to .85). In addition, regarding the control variables,
the findings indicate that owner status had significant effects on entrepreneurial perform-
ance (B =.18, p <.05) indicating that firms managed by their owners tend to have lower
performance than those managed by hired managers. However, the study used a subject-
ive measure and therefore caution should be exercised in applying this result.

Study 2: Impact of psychological capital and social intelligence on entrepreneurial outcomes
of young self-employed individuals

Study 2 focuses on the impact of psychological capital and social competence on three
entrepreneurial outcomes: entrepreneurs’ satisfaction, well-being, and commitment to

Table 2 Regression model for effects on entrepreneurial performance (Study 1)

B SE t 95% Cl
LLcl uLa

Constant 5.08 32 16.07*** 445 571
Sex =13 .20 —.64 =52 26
Age A7 10 1.69 -03 37
Owner status 18 08 2.11% 01 34
Psychological capital (PsyCap) 33 AR 3.06%* 12 55
Relational capital (RelCap) 38 .10 3.78%** 18 58
PsyCap x RelCap 31 15 2.15% 02 60
Model summary R? = 36, F(6, 95) = 13.74%**
AR’ due to interaction AR’ =05, F(1, 95) =4.63*
Conditional effects of PsyCap at levels of RelCap

Low RelCap 05 21 23 -37 47

Average RelCap 33 RR 3.06%* 12 55

High RelCap 62 12 5.23%%* 38 85

* p<.05; ** p<.01; *** p <.001; Sample bootstrap = 5000
Sex (0 =male, 1 =female)
Owner status (0 = owner-manager, 1 =manager)
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the entrepreneurial role. The study was conducted among young self-employed individ-
uals in two East African countries; Uganda and Kenya. In this study, social competence
is reflected by the social intelligence of the entrepreneur.

Methods

Sample Survey data was collected from a sample of young educated self-employed
individuals. Participants included individuals who recently graduated from secondary
school (21.1%), technical colleges (24.5%) and university (54.4%); all engaged in entre-
preneurial projects as their main form of employment. Young self-employed individuals
were invited to participate in the study through youth business forums such as training
workshops and meetings in Uganda and Kenya. A total of 228 young self-employed
persons (131 Ugandan and 97 Kenyan) aged 17 to 30 years completed the survey
questionnaire (Mean age = 24.09 years, SD =2.74); of which 143 were males and 145
females. Participants had been in running their entrepreneurial projects for a period of-
less than a year (24.1%), 1-2 years (40.4%), 2—5 years (32.9%), over 5 years (2.6%). The
majority of the participants reported having established their businesses using funds
from personal savings or non-refundable contributions from family and friends (59.6%).
The remaining 40.4% funded their startups through loans obtained from micro-credit
institutions and individual money lenders.

Instruments Psychological capital was measured with the same instrument as that
used in Study 1. The items were measured on a 6-point Likert scale (1 = strongly
disagree, to 6 =strongly agree). The questionnaire showed good internal consistency
(Cronbach’s a=.83). Social intelligence was measured using the Tomso Social
Intelligence Scale - TSIS (Silvera, Martinussen, & Dahl, 2001). The scale measures three
facets including social information processing, social skills, and social awareness. A
sample item is “I am good at getting on good terms with new people”. The items were

RelCap
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---- Average
_~"|—~High
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6.50- -
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Performance
\

550 ———’_’_’_’t_’_’_,_,_/_

5.00-

4.50

T T
-1.00 -50 00 50 1.00

PsyCap

Fig. 1 Interactive effects of psychological capital and relational capital on entrepreneurial performance
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measured on a 6-point Likert scale (1 =strongly disagree, to 6 = strongly agree). This
questionnaire showed good reliability for the study sample (a = .89).

To measure entrepreneurs’ satisfaction, five items from the revised sub-scales of the
short form of the Minnesota satisfaction questionnaire (Hirschfeld, 2000) were selected.
Only items classified as measuring intrinsic satisfaction were used, given that most of
the items relating to extrinsic satisfaction aspects such as satisfaction with pay and
supervision may not be applicable to self-employed people or entrepreneurs. A sample
item is “I am satisfied with the success of my business”. The items were measured on a
5-point Likert scale ranging from 1 (strongly disagree) to 5 (strongly agree). An accept-
able reliability (a =.71) was observed.

To measure subjective well-being, two-items were adopted from the psychological
and subjective well-being questionnaire (Samman, 2007). The two items adopted for
this study measure overall life satisfaction and happiness. The items are “In general,
would you say that you are satisfied with your life” (responses include: very satisfied,
fairly satisfied, not very satisfied, and not at all satisfied); and “Taking all things
together, would you say you are” (responses include: very happy, rather happy, not very
happy, not at all happy). These items had a good reliability (o = .87).

Commitment to the entrepreneurial role was measured with four items adapted from the
career commitment scale (Blau, 1985, 1988). This scale is designed to measure an individ-
uals’ commitment to their occupations. A sample item is “I am committed to making a
career in entrepreneurship”. Items were measured on a 5-point Likert scale ranging from 1
(strongly disagree) to 5 (strongly agree). A high-reliability coefficient (a = .94) was observed.

Results

Descriptive statistics and correlations are shown in Table 3. To test for the effects of
psychological capital and social intelligence on entrepreneurial outcomes (including en-
trepreneurs’ satisfaction, subjective well-being, and commitment to their entrepreneur-
ial role), we applied a moderated regression using the same procedure as that used in
Study 1. A separate model was computed for each outcome (as shown in Table 4). In
each of the regression models, we controlled for the effects of sex, age, country, educa-
tion level, time spent in self-employment, and source of funding used to establish the
business. Previous research has linked these personal factors to business success and
failure (e.g. Lee & Tsang, 2001; Walker & Brown, 2004).

Table 3 Descriptive statistics and variable intercorrelations (Study 2)

M SD a 1 2 3 4 5
Age 24.09 2.74

Time in SE 223 161

Psychological capital (1) 4.53 41 83 1

Social intelligence (2) 5.08 67 89 56 1

Subjective wellbeing (3) 2.25 67 87 62" 527 1

Satisfaction (4) 3.80 45 71 50" 47" 46" 1
Commitment (5) 276 105 94 397 217 497 39" 1

* p<.01; ** p<.001
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Table 4 Regression model for effects on entrepreneur’s satisfaction, wellbeing, and commitment

(Study 2)

Satisfaction Subjective wellbeing Commitment

B SE t 95% (I B SE t 95% (I B SE t 95% Cl

LLal UL LLa UL LLCI ULCT

Constant 366 22 1655 322 410 249 30 840 190 307 270 50 536 171 369
Sex -02 05 —41  —13 08 —08 07 —1.16 —23 06 —33 .12 —268" —57 —09
Age -01 06 —05 —12 11 06 .08 68 -11 22 40 14 280" 12 68
Country 07 05 120  —04 17 =21 07 —323" —34 —08 —-56 11 —495" -78 —34
Education level —-01 .02 -53 -05 03 -00 03 -07 -06 —-05 —-04 06 —-74 -15 07
Time spentin .08 .04 202° 01 .16 01 05 .18 -09 11 04 09 41 —14 21
SE
Source of -06 05 —-126 —15 03 —03 06 —-40 —-15 .10 07 .11 61 —-15 28
funding
Psychological 38 .10 373" 18 57 71 15 4747 42 101 80 22 367 37 124
capital
(PsyCap)
Social 24 06 397 12 36 28 09 3000 .10 47 01 .13 08 -24 26
intelligence
(SQ)
PsyCapx SQ 28 08 348" 12 44 28 13 211" 02 57 78 18 4307 42 113
Model R?=137,F(9 218)=2385"" R?=49 F(9,218)=2205"  R’=41,F(9,218)=2969""
summary
AR? due to AR?= 03, F(1,218)=.1212""  AR?=.02, F(1, 218) =447 AR?=5,F(1,218)=1850"
interaction

Conditional effects of PsyCap at levels of SQ

Low SQ 19 13 148 —06 44 52 21 245 10 94 29 26 109  -23 81
Average SQ 38 .10 3737 18 57 71 15 4747 42 101 80 22 367 37 124
High SQ 56 10 58077 37 75 90 12 7257 66 115 132 24 5617 8 178

* p<.05; ** p <.01; ¥** p<.001; Sample bootstrap = 5000

Sex (0 =male, 1=female)

Country (0 =Uganda, 1 =Kenya)

Source of funding (0 = personal savings & non-refundable contributions; 1 =Loan)

It was proposed that psychological capital of entrepreneurs will be positively associ-
ated with their satisfaction (H1b), subjective well-being (H1c), and commitment to stay
in entrepreneurship (H1d). As indicated in Table 4, psychological capital had positive
significant relationships with entrepreneurs’ satisfaction (B =.38, p <.001), subjective
well-being (B =.71, p <.001) and commitment to entrepreneurial role (B = .80, p <.001).
Hypotheses 3a, 3b and 3c proposed that social intelligence of entrepreneurs will also be
positively associated with these entrepreneurial outcomes. Results of regression models
in Table 4 further indicate that social intelligence was positively and significantly re-
lated to entrepreneurs’ satisfaction (B =.24, p <.001) and subjective well-being (B = .36,
P <.001), but was not related to commitment to stay in entrepreneurship. Therefore,
H3a and H3b are supported, but H3c is not confirmed.

Hypotheses 5a, 5b, and 5S¢ predicted that the positive effects of psychological capital on
entrepreneurial outcomes are moderated by entrepreneurs’ social intelligence. Consistent
with these predictions; results in Table 4 further reveal positive significant interaction
effects of psychological capital and social intelligence on entrepreneurs’ job satisfaction (B
=.28, p <.001), subjective well-being (B =.28, p <.05), and commitment to stay in entre-
preneurship (B =.78, p <.001). The pattern of interactions is shown in conditional effects



Baluku et al. Journal of Global Entrepreneurship Research (2018) 8:26 Page 15 of 23

| Social_intelligence
- ~~Low
- ">~ Average
7 ~<High

4.00- o

Satisfaction

3.001

T T
-40 -20 00 20 40

PsyCap

Fig. 2 Interactive effects of psychological capital and social intelligence on entrepreneur’s satisfaction

in Table 4; while Figs. 2, 3 and 4 illustrate that the impact of psychological capital on each
of these outcomes are strongest at a high level of social intelligence. In contrast, we found
that psychological capital has only marginal effects on these entrepreneurial outcomes at

low levels of social intelligence.

Discussion

The entrepreneurial process does not start and end with the founding of a new business
(DeTienne, 2010). Ensuring success and survival of the new enterprise is part of the
process, and majorly a responsibility of the entrepreneur. Success accrues from total
investments an entrepreneur brings to the venture, including intangible inputs such as ef-
fort and psychological resources. The purpose of the studies reported in this paper was to
investigate the direct and interactive effects of intangible resources, namely psychological
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Fig. 3 Interactive effects of psychological capital and social intelligence on entrepreneur’s
subjective wellbeing
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capital and social competence, on different entrepreneurial outcomes including firm per-
formance, entrepreneurs’ satisfaction, wellbeing, and commitment to the entrepreneurial
job. The findings of the present studies indicate that the assumption that psychological
capital and social competence are essential for achieving positive entrepreneurial
outcomes was confirmed.

Findings of Study 1 specifically reveal that psychological capital has significant effects
on entrepreneurial performance of small and micro businesses. High psychological capital
implies that the individual has a high level of confidence/ efficacy, hope, resilience, and
optimism. Extant literature shows that these resources are important for recognition and
exploitation of entrepreneurial opportunities, harnessing resources for investment, taking
risks, developing strategies for achieving business goals, as well as coping with stress
associated with business (Ardichvili, Cardozo, & Ray, 2003; Baluku et al., 2016b; Baron,
2006; Baron et al.,, 2016). Investing these psychological resources into business, therefore,
enhances the chances for success both in terms of performance and subjective outcomes.
Entrepreneurs with high psychological capital are more likely to make continuous invest-
ments in their businesses due to high optimism. They could also be more willing to invest
even in high-risk business opportunities, tolerate such risks and remain resilient when
faced with challenges (Baron et al., 2016). The creativity associated with high psychological
capital (Rego, Sousa, Marques, & Cunha, 2012; Sweetman, Luthans, Avey, & Luthans,
2011) also enables entrepreneurs with strong psychological resources to have superior
performance.

We also found support for our hypothesis that relational capital is positively related
to entrepreneurial performance. In Study 1, we specifically measured relational capital
with the quality of relations between the business owner or manager and employees.
The findings indicate that those reporting higher entrepreneurial performance were
also more likely to report high relational capital. High relational, in this study,
represents the quality of the relationship between the entrepreneur and his or her
employees; which is characterized by the mutual trust (Blonska et al., 2013). This kind
of relationship is antecedent for workers’ positive perception and behavior towards the
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firm (Masterson, 2001). Consequently, such positive relations between entrepreneur
and employees may have a positive impact on the performance of the firm. Also in line
with the assumption that firms that treat employees as customers are more successful
(Bowers & Martin, 2007), the quality of relations between business owner or manager
and workers is often reflected in their behaviors towards customers and other stake-
holders they interact with. This does not only improve the image of the firm among its
stakeholders but may also facilitate customer loyalty, consequently improving the
performance of the firm.

The studies presented in this paper also shed light on the role of psychological and social
capitals in achieving subjective entrepreneurial outcomes. Findings of Study 2 specifically
indicate that psychological capital has positive effects on entrepreneurs’ satisfaction and
well-being. This result reaffirms previous research reporting psychological capital to be
negatively related to stress and positively associated with the well-being of entrepreneurs
(Baron et al., 2016). Entrepreneurship is a complex task that is executed in the highly com-
petitive business environment. Moreover, small business or self-employment is sometimes
considered a precarious job (Kottwitz, Hiinefeld, Frank, & Otto, 2017). It would, therefore,
be expected that entrepreneurs would report low satisfaction and wellbeing. On the
contrary, some entrepreneurs tend to be satisfied with their entrepreneurial job and have
higher wellbeing, partly attributed to high levels of psychological capital (Baron et al., 2016).
The mental resources constituting psychological capital are useful in coping with business
stress and work demands, maintaining vigor, finding solutions to problems, and recovering
from business challenges. These may translate into high satisfaction and wellbeing.
Moreover, our results also indicate that psychological capital is related to entrepreneurial
performance, which further boosts the entrepreneur’s satisfaction.

Regarding the association between social competence and subjective entrepreneurial
outcomes, results of Study 2 show that social intelligence has positive effects on entrepre-
neurs’ satisfaction and well-being. Individuals with high social intelligence have the ability
to interact effectively with others (Albrecht, 2006). This is an important competence for
entrepreneurs to build social networks, to relate to their employees, suppliers, and
customers; all of which are important for entrepreneurial success. But also enhance the
wellbeing of the entrepreneur in line with self-determination theory (Deci & Ryan, 2000)
given that these relations enable entrepreneurs to gratify their need for relatedness.

Whereas each of these intangible resources is essential for an entrepreneur, an individ-
ual who has both high psychological capital and high social competence might enjoy even
higher levels of success. The findings of Study 1 revealed that the interaction between
psychological capital and relational capital has significant effects on entrepreneurial per-
formance. The findings of Study 2 further show significant effects of interactions between
psychological capital and social intelligence on subjective outcomes (satisfaction and
wellbeing). Specifically, entrepreneurs reported high entrepreneurial performance,
satisfaction, and wellbeing when both psychological well-being and relational capital or
social intelligence were high. Our findings indicate that these social competencies support
the meaningful application of one’s psychological resources. For example, an entrepreneur
with high psychological capital is likely to use the social networks for marketing, fundrais-
ing, and gaining information on investment opportunities. Strong social competence is
also more useful if the entrepreneur has the psychological strength to identify and exploit
opportunities in social relationships.
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If entrepreneurs are to enjoy the benefits of their entrepreneurial roles, persistence is
important, given that the benefits of business accrue in the long-term than in the short
term. We, therefore, tested the interative effects of psychological capital and social
competence (social intelligence) on the commitment to stay in entrepreneurship or
self-employment. Our findings indicate that only psychological capital is relevant for
readiness to stay in entrepreneurial roles. However, our findings (Table 4) show that
the interaction between these intangible resources accounts for even a greater variance
in commitment to entrepreneurial roles. Resources that constitute psychological capital
including self-efficacy, optimism, and resilience are associated with persistence in chal-
lenging situations and tasks (Baron & Markman, 2000; Luthans & Youssef-Morgan,
2017). When faced with challenges in business, entrepreneurs with high psychological
capital have the ability to develop alternative plans of actions and act on them; and
tend to have strong belief that their ventures will achieve the set goals. This enables
them to remain committed to the entrepreneurial job. Moreover, for those with both
high psychological capital and social competence, their psychological strength enables
them to use available networks to harness resources, undertake wider marketing, as
well as developing alternative strategies; which are important for long terms survival of
the business.

Conclusion

The findings of the present studies contribute to the understanding of the role of intan-
gible resources in entrepreneurship. They confirm the assumption that entrepreneurial
success does not only accrue from tangible resources. But also from psychological and
social resources that the entrepreneur brings to the venture. Psychological capital and
social competence are specifically important resources for entrepreneurial success.
They enable entrepreneurs to flourish despite the challenges and demands of their job.
These intangible resources that are nested in entrepreneurs’ personal attributes facili-
tate opportunity recognition, decision making, networking, business negotiations,
coping with stress, harnessing resources and dealing with different stakeholders; which
are important tasks of the entrepreneur that lead to success. Moreover, stronger
psychological capital and social competence also increase the likelihood of persisting in
an entrepreneurial role. The ability to remain optimistic, hopeful, resilient and
confident, as well as the ability to effectively interact with others, are recipes persisting
in entrepreneurial activities. In practical terms, therefore, the results of the studies
presented in this paper suggest that assisting entrepreneurs to strengthen their psycho-
logical strength and social competence is essential. There are techniques that have been
suggested for improving psychological capital and social competence (Baron & Markman,
2000; Luthans & Youssef-Morgan, 2017). Supporting entrepreneurs to strengthen
their psychological and social competences can, therefore, be important for promoting
successful entrepreneurship.

Limitations and suggestions for further research

The study has a number of limitations that should be taken into consideration. First,
although our findings show that psychological capital and social competence are positively
related to entrepreneurial outcomes including performance, satisfaction, wellbeing, and
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commitment to remain in entrepreneurship, we did not investigate the mechanisms
through which these positive effects are transmitted. Previous research has noted the con-
tribution of psychological capital and social competence to opportunity recognition, creat-
ing alliances, and resistance to stress (Miller, 2012). These are potential mediators of the
linking between psychological resources and entrepreneurial success. The possible
mediating and moderating processes that facilitate the positive impact of psychological
capital and social competence on entrepreneurial outcomes need to be examined.

Another limitation of the present findings is that they are based on data obtained
through self-reports. Entrepreneurs reported on their own psychological capital and
social competencies as well as on the outcomes examined. This leads to the possibility
of social desirability bias (Deci & Ryan, 2000). Moreover, specifically Study 1 was con-
ducted with a relatively small sample of entrepreneurs in a developing country, hence
the sample size might not have helped to offset the challenge of using self-assessment.
However, given that the two studies reveal similar findings, this may suggest that find-
ings are not affected by this bias. Nonetheless, caution in application and generalization
of the results is required. It would also be interesting for future studies to make
cross-cultural examinations of the impact of psychological capital and social compe-
tence on entrepreneurial outcomes.

In the present studies, examination of social competence was operationalized with a
focus on relational capital (Study 1) and social intelligence (Study 2). Moreover, the meas-
urement of relational capital was confined to focus on the quality of relations between the
business owner-manager and the workers. However, relational capital includes the value
of relations with different stakeholders, particularly customers. This further calls for
caution in the application of the results of the present studies. Future studies should pay
attention to the aspects of relations with customers, suppliers, and community. Relations
and mutual trust with these stakeholders may be essential for different aspects of
entrepreneurial success. Regarding psychological capital, the specific contributions
of each facet should be investigated. Such studies may be essential for supporting
nascent entrepreneurs.
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