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Abstract: This empirical study of 247 nascent entrepreneurs examines the joint 
effect of high ability and entrepreneurial confidence is influencing the choice of 
innovative entrepreneurship. We suggest that in their decision to pursue 
entrepreneurship aspiring nascent entrepreneurs seek to gain strategic 
advantages that allow their new ventures to enter and compete in a given 
marketplace. We argue that aspiring nascent entrepreneurs create such 
advantages by choosing innovative entrepreneurial projects as opposed to 
imitative ones. Our results support the hypothesised effects. Considering that 
innovation is one of the most important and desired outcome of 
entrepreneurship our results identifies sources of quality entrepreneurship in an 
economy. 
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1 Introduction 

Despite the millions of new ventures that are initiated across the world the economic 
impact of the majority of new ventures is limited (Henrekson and Johansson, 2010). As a 
result, many have questioned the policy of promoting entrepreneurship that focuses on 
increasing its quantity as opposed to focusing on identifying and encouraging the 
formation of quality new ventures (Blanchflower, 2004; Todorovic and McNaughton, 
2007; Litwin and Phan, 2012). Such quality, it is argued, is entrepreneurship based on 
identification/discovery of valuable opportunities as opposed to necessity 
entrepreneurship (Reynolds et al., 2005) and/or those that lead to job creation (Litwin and 
Phan, 2012) and introduction of new innovations in the economy (Van Praag and 
Versloot, 2007). What leads to quality entrepreneurship? In this study, we examine the 
joint role of founder’s ability and entrepreneurial confidence on the choice of quality 
entrepreneurship. Previous studies have shown that founder’s ability plays a significant 
positive role in entrepreneurial success [refer to Unger et al. (2011) for the  
meta-analysis]. Such abilities are knowledge, skills and experience of individuals 
(Becker, 1993). Individuals with high ability are more productive and hence more 
employable (Becker, 1993). Ceteris paribus in a competitive labour market employed 
workers have high ability by dint of his or her employability compared to those who are 
unemployed. 

Recent studies also reveal the importance of entrepreneurial confidence on an 
individual’s decision to initiate nascent entrepreneurial activities (Townsend et al., 2010; 
Bayon et al., 2015). Does entrepreneurial confidence also influence the quality of 
entrepreneurial projects initiated by these individuals? For instance, are individuals with 
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high ability more likely to choose innovative entrepreneurial projects as opposed to 
imitative ones if they develop entrepreneurial confidence? Although the impact of 
founder’s ability on entrepreneurial entry as well as entrepreneurial outcomes (new 
venture performance) has been explored previously (Davidsson and Honig, 2003; Rauch 
and Rijsdijk, 2013; Mayer-Haug et al., 2013) there is a dearth of studies that examine the 
relationship between individuals’ ability and the quality of entrepreneurship in an 
economy at the earliest stages of the entrepreneurial process. In this paper, we choose 
innovation as an indicator of quality entrepreneurship and examine if entrepreneurial 
confidence moderates the effect of founder’s ability on the choice of innovative as 
opposed to imitative entrepreneurial projects. We suggest that while pursuing 
entrepreneurship aspiring nascent entrepreneurs seek to gain strategic advantages that 
allow new ventures to enter and compete in a given marketplace. We argue that aspiring 
nascent entrepreneurs create such advantages by choosing to pursue innovative 
entrepreneurial projects as opposed to imitative ones. 

Through this paper we make three main contributions to the literature on 
entrepreneurship. Firstly, we determine the entrepreneurial talent that influences the 
quality of entrepreneurship in an economy, thus adding to the literature on the individual 
level determinants of quality entrepreneurship (Hvide, 2009). Secondly, by focussing on 
earliest stages of the entrepreneurial process, i.e., nascent entrepreneurship we provide 
evidence on entrepreneurial spawning that could be used to gauge the quality of 
entrepreneurship as opposed to quantity. As evident from several recent studies, more 
may not be merrier if they do not have the desired impact on the economy (Shane, 2009; 
Van Praag and Van Stel, 2013). Our study is expected to inform policy makers in 
addressing the recent quality versus quantity debate in entrepreneurship. Thirdly, by 
focusing on innovation as an indicator of quality entrepreneurship we provide empirical 
evidence on the relationship between entrepreneurship and innovation thus 
complimenting studies that focus on other indicators of quality entrepreneurship like job 
creation and economic growth (Fritsch and Noseleit, 2013; Naudé, 2014). 

The rest of the paper is organised as follows. In Section 2, we discuss the strategic 
advantages of innovative entrepreneurship as an entry strategy for new ventures followed 
by hypotheses as to what makes some individuals choose innovative entrepreneurial 
projects over imitative ones. Section 3 discusses the methodology followed by results in 
Section 4, discussion in Section 5, implications and contribution in Section 6, limitations 
and future research in Section 7 and finally the conclusion in Section 8. 

2 Literature review 

2.1 Innovation and entrepreneurial entry 

The act of new venture creation can be considered as an entrepreneurial project for an 
enterprising individual who want to exploit a perceived opportunity (Casson and 
Wadeson, 2007). The first phase of this entrepreneurial project is the time spent in what 
is commonly known as nascent entrepreneurship (Reynolds et al., 2005). During such a 
period aspiring (nascent) entrepreneurs evaluate the merit of the perceived opportunity 
(Dimov, 2010). The merit of a new venture opportunity can be evaluated on the basis of 
‘strategic advantage’ that the perceived opportunity provide to a new venture. This means 
pursuing an ‘opportunity’ that not only leads to the creation of feasible products and 
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services but also opportunities that provide competitive advantages to the new venture 
(Ireland et al., 2003). In other words, for any aspiring nascent entrepreneur successful 
commercialisation of perceived opportunity is contingent not only on the identification of 
a product or service opportunity but also market positions that the new venture can enter 
and compete. In this regard aspiring entrepreneurs have the choice of imitation and/or 
scaling an opportunity already identified by others or innovation, i.e., pursuing a business 
opportunity that did not exist before.1 

Why should aspiring nascent entrepreneurs choose innovation as a vehicle for 
entrepreneurial entry? Entrepreneurial projects based on innovation provide several 
advantages to new ventures. Firstly, innovation lowers entry barriers (economies of scale) 
that prevent new and small ventures from entering certain industries (Markides, 2006). 
Secondly, innovation enhances new venture survival (Helmers and Rogers, 2010). This 
occurs through the introduction of new product/services in market segments not targeted 
by incumbent firms thus avoiding competitive retaliation from established (mass market) 
competitors (Aspelund et al. 2005). Furthermore, through innovation new firms can get a 
foothold in a segment ignored by more established firms thus providing the possibility of 
becoming the dominant firms in the future (Christensen, 1997; Markides and Geroski, 
2005). Thirdly, innovation can lead to first-mover advantages. By pre-empting 
competition new ventures can capture the economic rents that accrue to first mover firms 
(Lieberman and Montgomery, 1988). This in turn could lead to monopoly profit (at least 
temporary) that raises the future value of successful innovative new ventures (Sorescu 
and Spanjol, 2008). Evidence also show that innovative firms tend to grow faster than 
non-innovative firms (De Faria and Mendonca, 2011; Colombelli et al., 2013). The 
question therefore is what inhibits the choice of innovative entrepreneurship by aspiring 
nascent entrepreneurs? 

Unlike imitative entrepreneurship the choice of innovative entrepreneurship is more 
risky for several reasons. Firstly, innovation appends business risk over and above the 
personal risk of entrepreneurship.2 For instance, consider the creation of a future market 
for products/services [Shane and Venkataraman (2000) citing Venkataraman (1997)]. 
Since the future cannot be predicted with certainty, innovation carries a market risk. Such 
market risk is the less than the expected product/service demand. Secondly, innovation 
has financial risk in terms of the upfront investments in research and development (R&D) 
or marketing activities (McGrath, 1999). Innovation also has project specific risks. For 
instance, innovation often require the development of new routines and capabilities which 
are less transferable across projects (Teece, 2010), while imitative opportunities require 
replication of what already exist thus making imitative entrepreneurial projects a less 
costly method to enter a given market. Taken together innovation carries the risks of 
market demand which may be non-existent or not at the predicted level, costly 
investments in R&D and marketing activities whose outcome is known only over time, 
and project specific risks that could result in sunk investments. On the contrary market 
risk is limited when product/service is already known to the customers, production 
process can be replicated or technology is easily available (Koellinger, 2008). The 
question that follows is what makes innovative entrepreneurship attractive for some 
aspiring nascent entrepreneurs and not others? We argue that the choice of innovative 
entrepreneurial projects is attractive if it allows aspiring entrepreneurs to enter, survive 
and develop long term competitive advantages in the marketplace. In the next section, we 
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discuss why some aspiring entrepreneurs more likely to choose innovative 
entrepreneurial projects to enter the market than others. 

2.2 Ability and innovative entrepreneurship 

According to the human capital theory abilities are a form of capital and individuals’ 
economic well-being is related to his or her abilities (Becker, 1993) through higher wages 
for those with higher level of abilities (Weiss, 1995). Although ability comprises both 
formal education and labour market experiences ceteris peribus a positive employment 
status is an indication of high ability because such abilities are valued by the labour 
market (Becker, 1993). 

However, a positive employment status creates barrier to entrepreneurial entry 
because of opportunity cost. This opportunity cost is the income that can be earned by 
staying in employment rather than pursuing entrepreneurship (Raphael et al., 1995). 
Moreover, continued wage employment provides a stable source of income and lowers 
income risk due to its relative predictability. In addition to opportunity cost, 
entrepreneurship also involves the cost of personal assets such as founders’ investment 
capital in their new ventures. Therefore for individuals with high ability, the choice of 
entrepreneurship requires a return that must cover both the business, and the personal risk 
of venturing. Since innovative entrepreneurship can enable entry into profitable industry 
sectors, ensure survival and also lead to competitive advantages it is more likely to 
compensate for the opportunity cost of entrepreneurship vis-à-vis. wage employment 
(Cassar, 2006). 

However, to undertake the additional risks of innovation individuals need 
entrepreneurial confidence (Koellinger, 2008). Entrepreneurial confidence arises from the 
perceived ability to perform the tasks of new venture creation and management (Arenius 
and Minniti, 2005). Confidence in one’s ability is often an antecedent of human action 
(Akerlof and Shiller, 2009). Benabou and Tirole (2002) suggest that confidence in one’s 
ability provides three functional utility to individuals with low willpower, such as those 
with high ability. First of all confidence in one’s ability provide a consumption utility 
because by thinking well of one’s abilities individuals derive the utility of positive  
self-image. Secondly, by trusting oneself or believing rightly or wrongly that one possess 
certain abilities it is easier to convince others. Thirdly, confidence in one’s abilities helps 
in undertaking ambitious goals and persists in the face of adversity. Following Benabou 
and Tirole (2002), we suggest that the three utility values of confidence, i.e., consumption 
utility, signalling and motivation utility influences the willingness to choose innovative 
entrepreneurial projects. Firstly, entrepreneurial confidence could lead to positive affect 
that in turn influence the ability to respond effectively in dynamic environments such as 
those encountered in innovative entrepreneurship (Baron, 2008). Secondly, 
entrepreneurial confidence attracts external stakeholders by signalling the unobservable 
(productive) abilities of founder(s), for instance the motivation and commitment to 
undertake the risks of innovative entrepreneurship (Connelly et al., 2011). Thirdly, 
entrepreneurial confidence could encourage individuals to pursue a more risky, time and 
resource intensive form of entrepreneurship (Benabou and Tirole, 2002). Therefore, we 
suggest that individuals with high ability who develop entrepreneurial confidence are 
more likely to choose innovative entrepreneurial projects compared to those who lack 
entrepreneurial confidence. 
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3 Data and method 

3.1 Data and variable definition 

In this study, we use data from the Global Entrepreneurship Monitor (GEM) Adult 
Population Survey (APS) collected during a three-month period in mid 2012 in Spain. 
The sample was selected through multiple sampling. In the first stage, a random sample 
of municipalities divided according to population quota was selected. This was followed 
by the selection of a random sample of both fixed and mobile telephone number from the 
telephone directory (annually updated ‘Espana Office v5.2’ database). In the third stage 
individuals in the age group between 18 and 64 years were randomly selected. The 
telephone survey was administered by a professional market research agency selected and 
monitored by the GEM consortium. 

From the original survey of 21,900 observations we identified the subset of those who 
are classified as nascent entrepreneurs. Nascent entrepreneurs are those who have taken 
concrete steps towards creating a new firm 12 months preceding the survey (Reynolds et 
al., 2005). We then considered the employment status of the nascent entrepreneurs. Some 
nascent entrepreneurs reported working full-time on their new ventures and while some 
others were pursuing nascent entrepreneurship while keeping their jobs. We remove the 
nascent entrepreneurs who are pursuing nascent entrepreneurial activities full-time to 
reduce response bias for one of our independent variables and divide the rest of the 
sample into nascent entrepreneurs who were also holding on to their jobs (positive 
employment status) and those who do not have a job (i.e., neither employed or pursuing 
nascent entrepreneurship) at the time of the survey. The final sample comprises 247 
nascent entrepreneurs. 

The dependent variable used in this study is innovative entrepreneurship, measured 
through a self-reported questionnaire item in the GEM APS in which respondents were 
asked “do all, many or none of your customers consider the product/service 
new/unfamiliar”. Shane (2000) and Koellinger (2008) remark that, in the absence of 
R&D expenses, this variable is an appropriate proxy measure of innovative 
entrepreneurship as it captures the entrepreneur’s knowledge about customers. Moreover, 
the ability to identify unique customer need for products/services is one of the 
fundamental requirements of a new business. From Table 1, we find that in our sample 
48.58% of the respondents report innovative product/services for their target customers. 
Table 1 Descriptive statistics for the selected variables 

 Mean Standard deviation Minimum Maximum 

Innovative entrepreneurship 0.4858 0.5008 0 1 
Gender (1 for male) 0.5992 0.4911 0 1 
Age (in years) 38.5425 10.4195 18 63 
Entrepreneurial training 0.5222 0.5005 0 1 
Tertiary education 0.4170 0.4940 0 1 
High ability (employed) 0.5060 0.5009 0 1 
Entrepreneurial confidence (EC) 0.9109 0.2854 0 1 
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As for the key independent variables used in this study, we first consider employment 
status of the respondents at the time of the survey. We take the human capital perspective 
of ability as propounded by Becker (1993), that considers employed individuals more 
valuable in terms of their productive ability compared to those who are unemployed. In 
other words as mentioned previously individuals with positive employment status are 
individuals with high ability. In our sample 50.60% of nascent entrepreneurs have 
positive employment status (employed) (Table 1). 

The second explanatory variable measures entrepreneurial confidence by asking 
respondents if they have the knowledge, skills and experience to pursue entrepreneurship. 
This self-reported measure has been used in previous studies to assess entrepreneurial 
confidence (Arenius and Minniti, 2005; Lafuente et al., 2007; Driga et al., 2009; 
Townsend et al., 2010). In our sample 91.09% of the respondents have entrepreneurial 
confidence. It should be noted that such high level of entrepreneurial confidence could be 
a sign of over-confidence, an overestimation of one’s entrepreneurial ability (Koellinger 
et al., 2007; Moore and Healy, 2008). We also take into account the influence of age, 
gender, entrepreneurship training and tertiary education on innovative entrepreneurship 
by using them as control variables in our analytical model. 

3.2 Method 

To test the hypotheses we perform a logistic regression, in which the probability of 
pursuing innovative entrepreneurship ˆ(Pr( 1) )i iY p= =  is modelled as a function of the 
aforementioned set of explanatory variables (Xi), where ˆ ip  is expressed as 

ˆ ˆ
ˆ /1 ,i j i jX X

ip e eβ β= +  and where the coefficients ˆ( )jβ  are estimated by using the 
maximum likelihood method (Greene, 2003). The model used to test our hypotheses 
takes the following form: 

( )

0 1 2

3

23

Innovative entrepreneurship Control Variables  + Ability  
+ Entrepreneurial Confidence

Ability Entrepreneurial confidence

i i

i

i i iε

β β β
β

β

= +

+ × +

 (1) 

In equation (1), εi is the logistic distributed error term for the ith cases. Control variables 
refer to gender, age, entrepreneurship training and formal education. In the logistic model 
shown above the effect of the explanatory variables on the dependent variable is 
determined by the marginal effect (γX). However, in nonlinear models the interaction 
effect, i.e., the change in both interacted variables with respect to the dependent variable 
is not equal to the marginal effect of changing just the interaction term. In addition, the 
interaction effect in nonlinear models may have different signs for different values of the 
covariates. Thus, the parameter estimate of the interaction term in nonlinear models does 
not necessarily indicate the sign of the interaction effect. Therefore, to correctly 
corroborate our model and measure the impact of our explanatory variables we use the 
method proposed by Ai and Norton (2003). Through this procedure we obtain robust 
interaction effects for the variables of interest in which the change in the predicted 
probability to pursue innovative entrepreneurship results from the double discrete 
difference with respect to ability variable (x2) among individuals with entrepreneurial 
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confidence (x3), i.e., 
2

23
2 3

( , ) ,F Xγ
x x

βΔ
=

Δ Δ
 where X = x2, x3. The procedure developed by Ai 

and Norton (2003) also allows us to test whether the real magnitude of the interaction 
term is different from zero, γx ≠0, even if the coefficient obtained from the logistic model 
is not statistically significant. In terms of our hypotheses, we expect that γ23 > 0, i.e., 
individuals with high ability are more likely to pursue innovative entrepreneurship when 
they develop entrepreneurial confidence. 

Finally, we calculate the proportion of correctly classified (predicted) observations as 
an additional measure of goodness of fit. This is done for the full sample as well as for 
those individuals that are nascent entrepreneurs and those that are not. 

4 Results 

To test our hypothesis we use two models, first by introducing the independent and 
control variable additively as shown in model 1 of Table 2 while the results of the model 
containing the interaction term along with our independent and control variables is shown 
in model 2. Figure 1(a) and Figure 1(b) is used to interpret the significance of our main 
interaction term (model 2) of Table 2. 

The values of the control variables show that on the one hand age have a negative 
impact on innovative entrepreneurship, i.e., the partial regression coefficient of age is 
negative at p < 0.05, on the other hand entrepreneurship training and tertiary education 
has significantly positive effect at p < 0.05 and p < 0.01 respectively, and the 
corresponding marginal effect are 11.84 and 18.58 percentage points respectively. 
Therefore, among the four control variables, the effect of tertiary education is most 
significant and its impact on innovative entrepreneurship is also the highest. However, as 
shown in Table 2 high ability (a positive employment status) and entrepreneurial 
confidence individually has no effect on innovative entrepreneurship. 

If we examine model 2 in Table 2, we find that the effect of the control variables 
holds unchanged. However, because of the inclusion of the binary interaction term the 
regression coefficients (shown in Appendix Table A1) cannot be used to determine the 
significance of the interaction term. The correct way to determine the magnitude and 
significance of the interaction term in a model with interaction term is to estimate of the 
marginal effect of each observation in the sample (Ai and Norton, 2003).3 The mean 
value of this marginal effect (dy/dx) is shown as model specification 2 in Table 2. This 
marginal effect (dy/dx) is the mean of the interaction effect of all observations in the 
sample estimated by keeping the values of all other explanatory variables constant at their 
mean. The estimates (dy/dx) of the interaction term for each observation and its 
corresponding Z-value for our main variable of interest (Model 2) is depicted graphically 
in Figure 1(a) and Figure 1(b). From Figure 1(a), it is seen that the interaction effect for 
all observations in the sample are positive and the values vary from 0.1042 to 0.4182. 
The corresponding z-value vary from 1.44 to 2.022 with a majority of observations in our 
sample (80.25%) having a z-value significant at p < 0.05. If we compare model 1 
(without interaction term) in Table 2 and the one with the interaction term (model 2) we 
find that the addition of the interaction term makes the joint effect of high ability and 
entrepreneurial confidence significantly positive. Considering that high ability has no 
direct effect on innovative entrepreneurship while its interaction effect is significant and 
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positive, our results indicate that those with positive employment status, the ones we 
consider as having high ability are more likely choose innovative entrepreneurial projects 
when they have entrepreneurial confidence. 
Table 2 Logistic regression: innovative entrepreneurship (average marginal effects) 

 Model 1 Model 2 

Age (years) –0.0065**  
(0.0029) 

–0.0063**  
(0.0029) 

Gender (1 for male) –0.0537  
(0.0644) 

–0.0645  
(0.0642) 

Entrepreneurship training 0.1184**  
(0.0596) 

0.1059*  
(0.0596) 

Education (1 for tertiary education) 0.1858***  
(0.0618) 

0.1843***  
(0.0609) 

High ability (1 for employed at the time of survey) –0.0536  
(0.0663) 

–0.4511**  
(0.2275) 

Entrepreneurial confidence (EC) 0.0436  
(0.1069) 

–0.2338  
(0.1982) 

High ability X EC  0.4139*  
(0.2142) 

Model chi-square 18.01*** 21.85*** 
Log likelihood –161.0236 –159.2850 
Pseudo R2 0.0589 0.0691 
Correctly predicted (innovative entrepreneurs) 0.6250 0.6417 

Correctly predicted (non-innovative entrepreneurs) 0.6378 0.6299 

Correctly predicted (full sample) 0.6316 0.6356 

Average VIF 1.07 4.96 
Observations 247 247 

Notes: The marginal effect represents the change in the probability as a result of a change 
in the independent variable. Following equations (1) and (2), the marginal effect 
of the interaction term for changes in two variables (x2, x3) are estimated by 

2

2, 3
2 3

( , ) .x x
F Xγ
x x

βΔ
=

Δ Δ
 Robust standard errors are presented in brackets. *, **, *** 

indicates significance at the 0.10, 0.05 and 0.01 levels, respectively. 
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Figure 1 (a) Interaction term (high ability and entrepreneurial confidence) as a function of the 
predicted probability of innovative entrepreneurship (b) statistic (Z-value) as a function 
of the predicted probability of innovative entrepreneurship 

 
(a) 

 
(b) 
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5 Discussion 

The results of our study suggest that innovative entrepreneurial projects are more likely 
to be chosen by those aspiring nascent entrepreneurs who have high ability and are 
entrepreneurially confident. We suggested that 

1 an aspiring nascent entrepreneurs’ choice is driven by the need to gain strategic 
advantages for the new venture and innovative entrepreneurial projects provide 
several strategic advantages 

2 those with high ability seek to compensate their high opportunity cost in 
entrepreneurship vis-à-vis. wage employment by choosing innovative entrepreneurial 
projects when they develop entrepreneurial confidence. 

Although previous studies have identified several reasons why employees with high 
ability leave their jobs for entrepreneurship, for instance compensation structure (Raphael 
et al., 1995; Carnahan et al., 2015) and the lack of innovation incentive (Hellman, 2007), 
the results of our study shows when such individuals leave. We show that individuals 
with high ability consider leaving employment when they develop the confidence that 
they have the ability to pursue entrepreneurship in a form that could enhance their 
economic well-being. Our study is also different from those that focus on job creation by 
new ventures. From an individual level perspective it can hardly be expected that aspiring 
entrepreneurs would prioritise job creation over the need to realise a perceived 
opportunity in a way that enable the new (and small) ventures to enter and compete in a 
given market. Thus, our study prioritises individual need over societal need similar to one 
suggested by Baumol (1996). 

Our results also lends supports the opportunity-based origin of entrepreneurship 
(Short et al., 2010) by providing evidence that perceived opportunities are opportunities 
for innovation in the form of products/services which are perceived to be new to a given 
market. Assuming that such opportunities for innovations are based on private 
information, what provides the thrust to the new entry decision is the trust reposed on 
such information by the aspiring entrepreneurs as well as the confidence that they have 
the ability to execute the task of new venture creation and management. Thus, 
entrepreneurial confidence among individuals with high ability leads to entrepreneurial 
action in a form that could be a source of high impact entrepreneurship in an economy. 
Such high impact entrepreneurship is a source of quality entrepreneurship because helps 
in filling market gaps, and as our results show individuals with high ability are more 
likely to be involved in such gap filling activities. 

6 Implications and contribution 

The evidence that high ability leads to innovative entrepreneurship is encouraging. The 
major implication of our findings on policy making is that our results provide an 
assessment of quality of entrepreneurial spawning in an economy. Therefore, if policy 
makers are concerned with improving the quality of entrepreneurship in their regions they 
should focus on those who follow imitative entrepreneurial projects. Such imitative 
entrepreneurship is unproductive and adds little economic value (Baumol, 1996) and 
therefore should not be encouraged (Shane, 2009). In fact entrepreneurship policy could 
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be more effective if individuals who pursue imitative entrepreneurial projects are 
retrained for the labour market rather than entrepreneurship, especially the ones lacking 
entrepreneurial confidence. We also suggest it might not be necessary to direct support 
measures to individuals whose choice of entrepreneurship takes advantage of his or her 
own productive ability, those that are gained through employment experience and the 
spontaneous drive resulting from entrepreneurial confidence. After all entrepreneurship is 
an act of individual volition and needs spontaneous drive for undertaking and overcoming 
the different challenges of the venture creation process. 

The managerial implication of our results is that individuals with high ability who act 
and undertake the risk of innovative entrepreneurial projects signal the financial resource 
market, for instance angel and other early stage investors about the value of the perceived 
opportunity. As such innovative entrepreneurial projects pursued by individuals with high 
ability might not be hampered by lack of resources. In fact the very act of partaking in 
nascent entrepreneurial activity is sign of entrepreneurial confidence and hence more 
credible in the eyes of resource providers, not only as a signal of value of the opportunity 
but also as an indicator of entrepreneurial motivation. Therefore, it is important for 
aspiring nascent entrepreneurs to take some concrete steps towards innovative 
entrepreneurship before seeking external resources so that the value of perceived 
opportunity and entrepreneurial motivation can be projected to outside resources 
suppliers. We therefore suggest that for individuals with high ability it is a good idea to 
initiate nascent entrepreneurial activities and then approach the resource market rather 
than vice-versa. 

Our study also provides evidence of the important role played by subjective 
judgement such as ones’ entrepreneurial confidence in entrepreneurial choices especially 
those involving higher risk like innovative entrepreneurship. While some subjective 
judgements are well discussed in entrepreneurship literature, for instance opportunity 
perception (Sarasvathy et al., 2003) and risk assessment (Simon et al., 2000), the role of 
ability judgement as indicated by entrepreneurial confidence is often ignored. Similarly, 
although studies based on Lazear’s (2005) jack-of-all trade theory refer to the importance 
of diverse abilities in entrepreneurship, however they ignore the subjective ability 
judgement necessary for initiating a more risky form of entrepreneurship. This study 
combines both objective ability and subjective ability to provide new insights into the 
role of observed and unobserved abilities in influencing quality entrepreneurship. 

7 Limitation(s) and future research 

The main limitation of our study is the use of single item measures for operationalising 
entrepreneurial confidence and innovative entrepreneurship. Although other studies have 
used similar measures we suggest that future studies should incorporate multi-item 
measures. In addition our study is based on survey data and uses self-reported 
perceptions. We do not have an objective way of confirming such perception. Future 
studies in this area will be strengthened if these measurement issues are taken into 
consideration. 

Our study also opens up new avenues for further research. Our study is mainly 
focussed on nascent entrepreneurship. Many of the nascent entrepreneurial initiatives 
may not be converted into operating new ventures. Future studies can explore the role of 
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ability and entrepreneurial confidence in the emergence of innovative entrepreneurial 
ventures, i.e., does such innovative nascent entrepreneurial projects end up in operating 
new ventures. 

8 Conclusions 

In this paper, we examined the joint effect of high ability and entrepreneurial confidence 
is influencing the choice of innovative entrepreneurial projects over imitative ones using 
a dataset of 247 nascent entrepreneurs collected from Spain in 2012. Using recent 
methodological development in the analysis of interaction effect of logistic regression we 
find that entrepreneurial confidence does influence the nature of entrepreneurial projects 
chosen by individuals with high ability. Individuals with high ability are more likely to 
choose innovative entrepreneurship projects when they develop entrepreneurial 
confidence. 

Our results support the opportunity-based origin of entrepreneurial behaviour. We 
further extend this literature by showing that such entrepreneurial opportunities are 
opportunities for innovation. Thus, the result of our study identifies the entrepreneurial 
talent that could serve as the source of quality entrepreneurship in an economy. 
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Notes 
1 It should be noted that innovation has been conceptualised using different frames of 

references, for example, the introduction of new product/service (product/service innovation), 
new processes or raw materials (process innovation), discovery of new market (disruptive 
innovation), or business model innovation (Schumpeter 1934; Utterback and Abernathy, 1975; 
Christensen, 1997; Markides, 2006). In this paper, we use a generic definition of innovation 
that considers only newness of any of the above as perceived by the individual. 

2 Business risks are those that arise from factors that are uncontrollable from the point of view 
of the individual while personal risks are controllable. 

3 The partial regression coefficient and the standard error of the interaction term of high ability 
and entrepreneurial confidence as shown in Table 2 is an incorrect estimate because it does not 
take into account the second differentiation of the interaction term [refer to Ai and Norton 
(2003) for details]. 
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Appendix 

Table A1 Logistic regression on innovative entrepreneurship (coefficients only) 

 Model 1 Model 2 
Age (years) –0.0281**  

(0.0131) 
–0.0277**  
(0.0133) 

Gender (1 for male) –0.2336  
(0.2816) 

–0.2846  
(0.2853) 

Entrepreneurship training 0.5147*  
(0.2667) 

0.4669*  
(0.2688) 

Education (1 for tertiary education) 0.8078***  
(0.2879) 

0.8127***  
(0.2876) 

High Ability (1 for employed) –0.2329  
(0.2905) 

–1.9892**  
(1.0300) 

Entrepreneurial confidence (EC) 0.1898  
(0.4648) 

–1.0309  
(0.8839) 

High ability X EC  1.9151*  
(1.0714) 

Constant 0.4997  
(0.6980) 

1.6820*  
(0.9747) 

Model chi-square 18.01***€ 21.85*** 
Log likelihood –161.0236 –159.2850 
Pseudo R2 0.0589 0.0691 
Correctly predicted (innovative entrepreneurs) 0.6250 0.6417 
Correctly predicted (non-innovative entrepreneurs) 0.6378 0.6299 
Correctly predicted (full sample) 0.6316 0.6356 
Average VIF  
(minimum: maximum) 

1.07  
(1.01: 1.16) 

4.96  
(1.02: 14.16) 

Observations 247 247 

Note: (*, **, ***) Significant at 1%, 5% and 10% respectively. 


