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ABSTRACT:  

Entrepreneurs are those genius talents who recognizes hidden business opportunities, produces 

innovative products for the available market or taps niche markets to achieve desired goals and numbers. 

This is what we see as a general audience. But there is a gap between identification of business 

opportunities and achieving desired outcome which is financial decision-making. Financial decision- 

making environment of every entrepreneur is different as it is influenced by different perceptions, 

ideologies, mindsets and culture. This creates complex and uncertain behaviour because there exist 

behavioural biases which may be either emotional biases or cognitive errors. Overconfidence bias is one 

of the behavioural biases. Overconfidence bias creates a state of affairs where people overestimate about 

their underestimated risks, knowledge and overstate their capability to handle events (Khan, 2017). 
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INTRODUCTION: 

In traditional economic theory, investors are considered to be rational. But in reality, they are not rational 

as they are influenced by different factors psychological factors, cognitive factors, emotional factors 

and/or social factors. Because of this influenced judgement or decision-making, investors feel happy 

when they succeed and feel sad when they fail. When the investor flourish continuously for a period, 

they become ‘overconfident’; they start to predict the future outcome because they somehow feel they 

are gifted with special institution and reasoning skills. They also somehow feel their decision-making 

ability superior then others. In behavioural finance, this phenomenon is termed as ‘Overconfidence 

Bias’.  Investors often overly over-estimate themselves and consider themselves to smarter than other 

investors (Bhattacharya, 2012).  There's a fine line between confidence and overconfidence. Confidence 

implies realistically trusting in one's abilities, while overconfidence usually implies an overly optimistic 

assessment of one's knowledge or control over a situation (Khoshnood, 2011). This paper attempts to 

investigate the existence of overconfidence bias in entrepreneur’s financial decision making or 

investment policy  

STATEMENT OF THE PROBLEM: 

Entrepreneurship in which a person or group of people identifies business opportunities and start new 

business venture initially on small scale. To implement the business successfully; and to achieve planned 

and positive outcome, entrepreneurs need to adopt rational use of finance policy. Financial decision 

making of entrepreneurs includes three tiers:1) identification of financial issues; 2) procurement of 

funds; 3) utilisation of funds. Financial decision-making environment of every entrepreneur is different 

because of their individual skills, ideologies and principles, capacity, capability, training, knowledge 

and presence/influence of role models which leads to complex and uncertain behaviour. The sole reason 

responsible for such complex and uncertain behaviour is existence of behavioural biases which may be 

either cognitive errors or emotional biases. One such bias is overconfidence bias. 

Thus, in this paper, attempt has been made to study the influence of overconfidence biases on the first 

tier of financial decision making of entrepreneurs i.e., identification of financial issues. The financial 

issues considered for the study are identification of: land issues; building issues; furniture issues; 

machinery issues; stock/inventory issues; bank balance issues; bank overdraft issues; daily expenses for 

running the business issues; loan from bank issues and loan from others issues. 
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REVIEW OF LITERATURE: 

A) Related to overconfidence bias 

Investors often over-estimate themselves and consider themselves to smarter than other investors 

because of the existence of overconfidence bias (Bhattacharya, 2012); (Khoshnood, 2011). 

Overconfident investors overestimate their ability to evaluate an organisation as a potential investment. 

As a result of these, individual investors negate any bad information about the organisation. 

Overconfident investors often ignore downside risks of any investment they make. As a result, their 

portfolio normally under -perform when compare to broader market performance. These investors hold 

under diversified portfolios, thereby taking undue risk without commensurate change in risk tolerance 

(Thomas, 2018). Overconfidence is the tendency of the investors in which they show their talent and 

ability outstandingly. Overconfidence is the scenario in which investors take investing decision without 

consulting it with other experts.  (Khan, 2017). Overconfidence can cause investors to under-react to 

new information and that leads to earn significantly lower yields than the market (Chaudhary, 2013). 

Psychologists opined that a large portion of the financial specialists have a tendency to think little of 

danger and overestimate their capacity to conjecture the occasions with pomposity. A pompous 

speculator enjoys an excess of unsafe exchanges and they for the most part don’t do astute enhancements 

(Virigineni & Rao, 2017).The investor involve in this bias is more confident about his future. He thinks 

that his future is bright and he definitely will earn high profits. He doesn’t consider any valid information 

before doing an investment because he is fully confident that he is taking valid decisions (Amin & 

Pirzada, 2014). Overconfidence is also supported by ‘self-attribution biases. This means that investors 

attribute the positive results to their abilities and skills, while attributing the negative consequences to 

bad luck. (Dima Waleed Hanna Alrabadi, 2018) (Hassan Javed, 2017) (Khalid, Javed, & Shahzad, 2018) 

B) Related to entrepreneurs in relevance to financial decision-making 

Entrepreneurship is the core force of economic growth; the economic development which one 

experiences is just due the prevailing force of entrepreneurship. The commonality between all the 

developed nations all around the world is the presence of entrepreneurship. Economic development is 

totally based upon the growth of entrepreneurship and more the entrepreneurship is grown, infrastructure 

as well as all the indicators of development has also grown (Rawal, 2018). Entrepreneurial firms are the 

backbone of economies and drivers of both economic development and employment. Young and 

innovative entrepreneurial firms are germane to the creation, development, and growth of new 

technologies, industries, and markets and create the most jobs (Bellavitis, Filatotchev, Kamuriwo, & 

Vanacker, 2017). The proliferation of new sources of entrepreneurial finance potentially makes it easier 

for ventures to raise capital and grow. To date, entrepreneurial finance literature has developed a rich 

tradition of research on venture capital and angel finance. However, the emergence of “new” sources of 

finance, such as crowdfunding and the limited attention paid to “traditional” debt financing and financial 

bootstrapping, offers opportunities to explore, from different points of view and theoretical perspectives, 

the challenges that ventures face (Bellavitis, Filatotchev, Kamuriwo, & Vanacker, 2017)  Many 

entrepreneurs discover they need to attract money to fully commercialize their concepts. Thus, they must 
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find investors – such as their own employer, a bank, an angel investor, a venture capital fund, a public 

stock offering or some other source of financing. When dealing with most classic sources of funding, 

entrepreneurs face numerous challenges: scepticism towards the business and financial plans, requests 

for large equity stakes, tight control and managerial influence and limited understanding of the 

characteristic growth process that start-ups experience (Maleki, 2015). Financiers have recently 

acknowledged that entrepreneurial situations are characterized by the same two fundamental issues, 

which are basic to the financial theory: agency problems and information asymmetry (Tlaty, 2018). The 

landscape for entrepreneurial finance has changed strongly over the last years. Many new players have 

entered the arena; for instance: accelerators (and incubators); Corporate venture capital (CVC); crowd 

funding; angel networks; family offices; etc (Block, Colombo, Cumming, & Vismara, 2017). 

RESEARCH GAP vis a vis OBJECTIVE OF THE STUDY 

After reviewing the existing literature of Overconfidence bias and Entrepreneurs in relevance to 

financial decision making, it was observed by the researchers that no work has been found in relation to 

overconfidence bias and entrepreneurship. Hence, it leads to the major research question: whether 

overconfidence bias influences identification of financial issues by the entrepreneurs. 

Thus, the broad objective of the study is to investigate into the influence of overconfidence bias on the 

identification of the financial issues of Entrepreneurs registered under District Industries and Commerce 

Centre, Kamrup(Metropolitan). 

HYPOTHESIS OF THE STUDY: 

H0 (Null hypothesis): overconfidence bias have no significant influence on the identification of the 

financial issues of Entrepreneurs registered under District Industries and Commerce Centre, Kamrup 

(Metropolitan). 

H1 (alternative hypothesis): overconfidence bias have significant influence on the identification of the 

financial issues of Entrepreneurs registered under District Industries and Commerce Centre, Kamrup 

(Metropolitan). 

RESEARCH METHODOLOGY OF THE STUDY: 

I. Study   design: 

The research design for the study is Multi Research Method enables the researcher to investigate the 

research area from a variety of perspective and angles focusing on various methods of research, data 

collection and analysis to serve the different objectives of a single research. In other words, multi 

research method gives opportunity to eliminate the shortcomings of a single research method and 

provides with detailed findings of a research problem. According to Morse, Multi Method Design 

involves qualitative and quantitative projects that are complete on their own and then used together to 

form essential components of one research program. Thus, each study is planned and conducted to 
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answer a particular sub question and results of the research triangulated to form a comprehensive whole. 

Additionally, each method, maintain its own worldview. (Morse, 2003) 

II. Sampling design 

Population of the study: 

The entrepreneurs registered under District Industries and Commerce Centre, Kamrup(Metropolitan) 

between January 2016 to March 2018 which equals 495(approximating to 500) to having Udyog 

Aadhaar Memorandum) serves as the population for the study. 

Sample size and Sampling Method: 

Since the size of the sample of the population is known, i.e., 495(approximating to 500), hence the 

method of random sampling will be applied. The minimum sample size considered for the study is 217 

determined by using Krejcie and Morgan Table at 95% confidence interval. (Morgan, 1970) 

III. Data collection and analysis design 

The data is collected by the means of both primary and secondary data. Primary data has been collected 

by self -administered structured questionnaire which was distributed among the select samples and 

responses were collected, scrutinized and tabulated. Various statistical methods such as mean rank 

driven analysis, bootstrap analysis, descriptive analysis and Friedman’s test are done for analysis. For 

the analysis of the study, 216 sample have been considered. 

ANALYSIS AND INTERPREPETATION: 

In this section, attempt has been made to find out: 

1) Whether overconfidence bias pattern is similar across various financial issues? 

2) Does the relationship pattern vary with variation in profile pattern?  

To know the variation in profile pattern, three variables of the entrepreneurs considered are:  

i. Age 

ii. Gender 

iii. Enterprise type 
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1) WHETHER OVERCONFIDENCE BIAS PATTERN IS SIMILAR ACROSS VARIOUS 

FINANCIAL ISSUES? 

 

 

Table:1(a): OVERCONFIDENCE BIAS PATTERN ACROSS VARIOUS FINANCIAL ISSUES 

 

 

The 

above table depicts ranking of overconfidence bias pattern across various financial issues. From the 

table, the results show that influence of overconfidence bias in relation to identification of:  machinery 

issues is highest in the ranking with a mean score of 6.97 in the 1st and bank overdraft issues is lowest 

in the ranking with a mean score of 4.19. 

Table: 1(b) 

Test Statisticsa 

N 216 

Chi-Square 303.664 

df 9 

Asymp. Sig. 0.000 

a. Friedman Test 

 
 

 

The table shows analysis of variables relating to identification of various financial issues with Friedman 

test. Friedman’s chi-square value of 303.664 with a p-value of 0.000 which is less than 0.05 indicates 

that there lies a statistically significant difference between the items. Thus, it can be stated that 

overconfidence bias pattern is not similar across various identification of financial issues 

 

2) DOES THE RELATIONSHIP PATTERN VARIES WITH VARIATION IN PROFILE PATTERN? 

Ranks 

  Mean Rank 

overconfidence bias in relation to identification of land issues 5.95 

overconfidence bias in relation to  identification of building issues 4.72 

overconfidence bias in relation to  identification of furniture issues 5.99 

overconfidence bias in relation to identification of machinery issues 6.97 

overconfidence bias in relation to   identification of stock/inventory issues 6.25 

overconfidence bias in relation to  identification of  bank balance issues 4.81 

overconfidence bias in relation to  identification of  bank overdraft issues 4.19 

overconfidence bias in relation to  identification of daily expenses for running 

the business 

6.25 

overconfidence bias in relation to  identification of  loan from bank issues 4.95 

overconfidence bias in relation to  identification of loan from others 4.93 
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Table:2(i)(a): WITH VARIATION IN AGE GROUPS 

Mean Rank Age groups 

ITEMS 

30 to 

35 

35 to 

40 

40 to 

45 

45 to 

50 

50 

and 

above 

overconfidence bias in relation to identification of 

land issues 

6.50 5.92 5.91 5.97 5.83 

overconfidence bias in relation to  identification of 

building issues 

4.36 4.38 4.98 4.68 4.17 

overconfidence bias in relation to  identification of 

furniture issues 

5.79 5.83 5.86 6.34 6.67 

overconfidence bias in relation to identification of 

machinery issues 

7.21 7.27 7.10 6.53 5.83 

overconfidence bias in relation to   identification 

of stock/inventory issues 

7.93 6.21 6.17 6.16 6.67 

overconfidence bias in relation to  identification of  

bank balance issues 

4.36 4.87 4.73 5.05 4.17 

overconfidence bias in relation to  identification of  

bank overdraft issues 

4.36 4.29 4.16 4.12 4.17 

overconfidence bias in relation to  identification of 

daily expenses for running the business 

5.79 5.92 6.38 6.34 6.67 

overconfidence bias in relation to  identification of  

loan from bank issues 

4.36 5.06 4.98 4.86 5.00 

overconfidence bias in relation to  identification of 

loan from others 

4.36 5.25 4.73 4.95 5.83 

 

The above table depicts ranking of overconfidence bias pattern across various financial issues on the 

basis of age to show the relationship pattern between five different age groups.  

From the table, the results show that influence of overconfidence bias across various identification of 

financial issues 

A)  in the age group of 30-35 years: influence of overconfidence bias is highest in case of identification 

of stock/inventory issues with a mean score of 7.93 in the 1st place loan from others issues with lowest 

mean score of 4.36 in the 4th place. 

B) In the age group of 35 to 40:  influence of overconfidence bias is highest in case of identification of 

machinery issues with a mean score of 7.27  in the 1st place and   identification of bank overdraft issues 

with the lowest mean score of 4.29 in the 9th place . 
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C) In the age group of 40-45: influence of overconfidence bias is highest in case of identification of 

machinery issues with a mean score of 7.10 in the 1st place and identification of bank overdraft issues 

with the lowest mean score of 4.16 in the 8th place. 

D) In the age group of 45-50: influence of overconfidence bias is highest in case of identification of 

machinery issues with a mean score of 6.53 in the 1st place and identification of bank overdraft issues 

with the lowest mean score of 4.12 in the 9th place. 

E) in the age group of 50-above years: influence of overconfidence bias is highest in case of identification 

of furniture issues, stock/inventory issues and daily expenses to run the business issues with the same 

mean score of 6.67 in the 1st place and bank overdraft issues with lowest mean score of 4.17 in the 4th 

place. 

 

 

Table: 2(i)(b) 

Test Statisticsa 
 

30 to 35 N 7 
 

  Chi-

Square 

26.036 

 
  df 9 

 
  Asymp. 

Sig. 

0.002 

 
35 to 40 N 52 

 
  Chi-

Square 

79.083 

 
  df 9 

 
  Asymp. 

Sig. 

0.000 

 
40 to 45 N 97 

 
  Chi-

Square 

143.378 

 
  df 9 

 
  Asymp. 

Sig. 

0.000 

 
45 to 50 N 54 

 
  Chi-

Square 

70.193 

 
  df 9 
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  Asymp. 

Sig. 

0.000 

 
50 and above N 6 

 
  Chi-

Square 

9.818 

 
  df 9 

 
  Asymp. 

Sig. 

0.365 

 
a. Friedman Test 

  

 
The table shows analysis of variables relating to identification of various financial issues with Friedman 

test between five different age groups. Results depicts that: 

A) In the age group of 30-35, Friedman’s chi-square value of 26.036 with a p-value of less than 0.05 

indicates that there lies a statistically significant difference between the items. Thus, it can be stated that 

overconfidence bias pattern is not similar in the age group of 30-35 across various identification of 

financial issues. 

B) In the age group of 35-40, Friedman’s chi-square value of 79.083 with a p-value of less than 0.05 

indicates that there lies a statistically significant difference between the items. Thus, it can be stated that 

overconfidence bias pattern is not similar in the age group of 35-40 across various identification of 

financial issues. 

C) In the age group of 40-45, Friedman’s chi-square value of 143.378 with a p-value of less than 0.05 

indicates that there lies a statistically significant difference between the items. Thus, it can be stated that 

overconfidence bias pattern is not similar in the age group of 40-45 across various identification of 

financial issues 

D) In the age group of45-50, Friedman’s chi-square value of 70.193 with a p-value of less than 0.05 

indicates that there lies a statistically significant difference between the items. Thus, it can be stated that 

overconfidence bias pattern is not similar in the age group of 45-50 across various identification of 

financial issues 

E) In the age group of 35-40, Friedman’s chi-square value of 9.818 with a p-value of greater than 0.05 

indicates that there does not lie a statistically significant difference between the items. Thus, it can be 

stated that overconfidence bias pattern is similar in the age group of 35-40 across various identification 

of financial issues 
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Table:2(ii)(a): WITH VARIATION IN GENDER 

 

Mean Rank 

  Male Female 

overconfidence bias in relation to 

identification of land issues 

5.97 5.89 

overconfidence bias in relation to  

identification of building issues 

4.62 4.95 

overconfidence bias in relation to  

identification of furniture issues 

5.97 6.05 

overconfidence bias in relation to 

identification of machinery issues 

6.83 7.30 

overconfidence bias in relation to   

identification of stock/inventory issues 

6.23 6.28 

overconfidence bias in relation to  

identification of  bank balance issues 

4.98 4.41 

overconfidence bias in relation to  

identification of  bank overdraft issues 

4.26 4.02 

overconfidence bias in relation to  

identification of daily expenses for running 

the business 

6.20 6.36 

overconfidence bias in relation to  

identification of  loan from bank issues 

4.92 5.03 

overconfidence bias in relation to  

identification of loan from others 

5.02 4.72 

The above table depicts ranking of overconfidence bias pattern across various financial issues on the 

basis of gender to show the relationship pattern between male and female.  

From the table, the results show that influence of overconfidence bias across various identification of 

financial issues: 

A) Among the male respondents, influence of overconfidence bias is highest in case of identification of 

machinery issues with a mean score of 6.83 in the 1st place and identification of bank overdraft issues 

with the lowest mean score of 4.26 in the 9th place. 

B) Among the female respondents, influence of overconfidence bias is highest in case of identification of 

machinery issues with a mean score of 7.30 in the 1st place identification of bank overdraft issues with 

the lowest mean score of 4.02 in the 10th place. 
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Table:2(ii)(b) 

 

The table shows analysis of variables relating to identification of various financial issues with Friedman 

teston the basis of Gender. Results depicts that: 

A) For male group, Friedman’s chi-square value of 194.668 with a p-value of less than 0.05 indicates that 

there lies a statistically significant difference between the items. Thus, it can be stated that 

overconfidence bias pattern is not similar among the male group across various identification of 

financial issues. 

B) For female group, Friedman’s chi-square value of 115.147 with a p-value of less than 0.05 indicates 

that there lies a statistically significant difference between the items. Thus, it can be stated that 

overconfidence bias pattern is not similar among the female group across various identification of 

financial issues. 

 

 

 

 

 

 

 

 

 

 

Test Statisticsa 
 

Male N 152 
 

  Chi-Square 194.668 
 

  df 9 
 

  Asymp. Sig. 0.000 
 

Female N 64 
 

  Chi-Square 115.147 
 

  df 9 
 

  Asymp. Sig. 0.000 
 

a. Friedman Test 
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Table:2(iii)(a): WITH VARIATION IN ENTERPRISE TYPES 

Mean Rank ENTERPRISE 

  MICRO SMALL MEDIUM 

overconfidence bias in relation to identification of land 

issues 

6.05 5.88 4.42 

overconfidence bias in relation to  identification of 

building issues 

4.95 4.26 4.42 

overconfidence bias in relation to  identification of 

furniture issues 

6.12 5.73 6.08 

overconfidence bias in relation to identification of 

machinery issues 

6.89 6.98 8.58 

overconfidence bias in relation to   identification of 

stock/inventory issues 

6.15 6.39 6.92 

overconfidence bias in relation to  identification of  bank 

balance issues 

4.74 4.92 5.25 

overconfidence bias in relation to  identification of  bank 

overdraft issues 

4.18 4.18 4.42 

overconfidence bias in relation to  identification of daily 

expenses for running the business 

6.40 6.10 4.42 

overconfidence bias in relation to  identification of  loan 

from bank issues 

4.81 5.21 5.25 

overconfidence bias in relation to  identification of loan 

from others 

4.71 5.36 5.25 

 

The above table depicts ranking of overconfidence bias pattern across various financial issues on the 

basis of enterprise type, i.e., Micro enterprise, Small enterprise and Medium Enterprise  

From the table, the results show that influence of overconfidence bias across various identification of 

financial issues: 

A) In the category of Micro enterprise, influence of overconfidence bias is highest in case of identification 

of machinery issues with a mean score of 6.89 in the 1st place and identification of bank overdraft issues 

with the lowest mean score of 4.18 in the 10th place. 

B) In the category of small enterprises, influence of overconfidence bias is highest in case of identification 

of machinery issues with a mean score of 6.98 in the 1st place and identification of bank overdraft issues 

with the lowest mean score of 4.18 in the 10th place. 
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C)  In the category of medium enterprises, influence of overconfidence bias is highest in case of 

identification of machinery issues with a mean score of 8.58 in the 1st place and identification of land 

issues, building issues, bank overdraft issues and daily expenses to run the business issues with a mean 

score of 4.42 in the 5th place. 
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The table shows analysis of variables relating to identification of various financial issues with Friedman 

test on the basis of enterprise type. Results depicts that: 

A) In the category of micro enterprises, Friedman’s chi-square value of 202.925 with a p-value 

of less than 0.05 indicates that there lies a statistically significant difference between the 

items. Thus, it can be stated that overconfidence bias pattern is not similar in the micro 

enterprise category across various identification of financial issues. 

B) In the category of small enterprises, Friedman’s chi-square value of 104.330 with a p-value 

of less than 0.05 indicates that there lies a statistically significant difference between the 

items. Thus, it can be stated that overconfidence bias pattern is not similar in the small 

enterprise category across various identification of financial issues. 

C) In the category of medium enterprises, Friedman’s chi-square value of 23.835 with a p-value 

of less than 0.05 indicates that there lies a statistically significant difference between the 

items. Thus, it can be stated that overconfidence bias pattern is not similar in the small 

enterprise category across various identification of financial issues. 

CONCLUSION: 

From the above analysis and interpretation section, it can be concluded that we reject the null hypothesis 

and accept the alternative hypothesis. In other words, overconfidence bias have significant influence on 

the identification of the financial issues of Entrepreneurs registered under District Industries and 

Commerce Centre, Kamrup (Metropolitan)i.e., ‘overconfidence bias pattern is not similar across various 

financial issues’ and ‘overconfidence bias pattern across various financial issues varies with variation 

in profile pattern, i.e., with  age groups, gender and enterprise type’. Thus, the study is extremely relevant 

 

Table:2(iii)(b) 

  Test Statisticsa 

 

MICRO N 142 

  Chi-Square 202.925 

  df 9 

  Asymp. Sig. 0.000 

   

SMALL N 68 

  Chi-Square 104.330 

  df 9 

  Asymp. Sig. 0.000 

MEDIUM N 6 

  Chi-Square 23.835 

  df 9 

  Asymp. Sig. 0.005 
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for the entrepreneurs that help them to understand psyche behind the three-tier financial decision-making 

entrepreneurs can understand the variables of overconfidence that influence their financial decision-

making to identify and analyse where they go wrong. 
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