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ABSTRACT 
Researchers identified two streams of decision making processes in the creation of new ventures: causation and 

effectuation. Entrepreneurs who use causal reasoning, make use of a planned approach. With this approach, 

entrepreneurs undertake their business on the basis of complying to pre-determined goals and plans. On the other 

hand, entrepreneurs who use effectuation act on the basis of an emergent approach. With this stream, entrepreneurs 

focus on their available resources while being responsive to their dynamic environment. The theory of effectuation 

and causation is still underdeveloped, which is why researchers urged to examine the influencing factors. This 

thesis examines whether entrepreneurial passion - which is at the heart of entrepreneurship - plays a role in 

entrepreneurs’ preference for effectuation or causation. Entrepreneurial passion, consisting of passion for 

inventing, founding and developing provides the fire that fuels innovation and persistence. This study is conducted 

in Malaysia amongst novice entrepreneurs, who were approached through social media and local bazaars to fill in a 

questionnaire. The results firstly show that novice Malaysian entrepreneurs prefer to use causation over 

effectuation. Entrepreneurial passion is proved to have significant relationships with effectuation/causation. All 

three domains of entrepreneurial passion have a significant effect on one or more of the effectuation/causation 

principles. Therefore, this thesis shows that entrepreneurial passion does have an effect on novice Malaysian 

entrepreneurs’ preference for effectuation or causation. 
 

Graduation Committee members:  

First supervisor: Dr. M.R. Stienstra  

Second supervisor: Dr. T. Oukes 

 

 

Keywords 
Effectuation, causation, entrepreneurship, decision making processes, entrepreneurial passion, passion for 

inventing, passion for founding, passion for developing 

 

 

 

 

 

Permission to make digital or hard copies of all or part of this work for personal or classroom use is granted without fee provided that copies are 
not made or distributed for profit or commercial advantage and that copies bear this notice and the full citation on the first page. To copy 

otherwise, or republish, to post on servers or to redistribute to lists, requires prior specific permission and/or a fee. 

 
11th IBA Bachelor Thesis Conference, July 10th, 2018, Enschede, The Netherlands. 
Copyright 2018, University of Twente, The Faculty of Behavioural, Management and Social sciences. 



1 

 

1. INTRODUCTION 

 “If you go back a few hundred years, what we take 

for granted today would seem like magic - being able to talk to 

people over long distances, to transmit images, flying, accessing 

vast amounts of data like an oracle. These are all things that 

would have been considered magic a few hundred years ago” – 

Elon Musk (founder of Tesla, SpaceX and Paypal) 

  In today’s dynamic business environment, entrepreneurs 

are the lynch pin for economic growth and social change. 

Entrepreneurship not only enables the introduction of 

innovative technologies, products and services, but it also 

provides new job opportunities and it challenges existing firms 

to become more competitive and productive (Kritikos, 2014). 

Schumpeter (1942) already explained in the 1940’s the essential 

societal and economical role of entrepreneurship. He argued 

that entrepreneurs are the core contributors to creative 

destruction, meaning that something new (i.e. product or 

process innovation) leads to the demise of what existed before. 

The adoption of innovations that in the past were deemed 

improbable - such as flying and digitisation – can bring benefits 

to the society which could not have been imagined. 

Entrepreneurs are thus extremely important in setting today’s 

environment. Consequently, the importance of entrepreneurship 

has faced increasing attention from researchers.  

 Researchers have widely accepted that entrepreneurship is 

a process by which individuals – irrespective of the 

organisational context – recognise opportunities and create 

(sub)organisations to pursue them (Stevenson & Jarillo, 1990). 

In order to recognise opportunities and create new ventures, 

entrepreneurs constantly have to make a wide variety of 

decisions. The decision making processes which entrepreneurs 

employ are hence quintessential for setting the direction of their 

business and for the execution of plans. Decisions that are made 

can after all affect a business both positively and negatively. 

Therefore, researchers have identified and discussed two main 

streams of entrepreneurial decision making processes. 

  Decision making processes were historically considered 

from planned behaviour approaches wherein entrepreneurs set 

pre-determined goals and targets in order to build, run and grow 

their organisation (Ansoff, 1991, 1994; Mintzberg, 1990, 1991). 

Scholars following this approach indicate that planning is 

necessary in order to be more effective and efficient. This 

approach was later termed ‘causation’ (Sarasvathy, 2001). More 

recent literature proposes that instead of planned behaviour, 

entrepreneurs can also make decisions on the basis of a more 

intuitive and emergent approach (Brinckmann et al., 2010; 

Fisher, 2012). This approach is known as ‘effectuation’, which 

was proposed by Sarasvathy (2001). Sarasvathy states that in 

essence entrepreneurs who use effectuation first reflect on their 

available means, and only then choose their preferred effects or 

outcomes. Scholars following effectuation argue that due to 

uncertain environments applying a planned approach is of no 

use (Sarasvathy, 2001). Effectual decision making processes 

make sure that new opportunities that arise are not overlooked 

(Delmar & Shane, 2003).  

 Knowing which decision making processes entrepreneurs 

can employ is essential, as it can help to understand which 

process can be used better in certain circumstances.  However, 

the theory of effectuation is not ubiquitous and has received 

criticism. Fischer and Reuber (2011) discussed that in 

effectuation research only one variable – expertise – has been 

used for justifying the use of an effectual decision making 

process. Similarly, Baron (2009) questioned the empirical 

analysis in effectuation, as studies did not provide real 

explanations as for why entrepreneurs employ different thought 

and decision making processes. Arend et al. (2015) further 

strengthens the questionability of effectuation theory. One of 

the key insights that are drawn is that the boundaries of 

effectuation are not defined. Effectuation theory explains what 

entrepreneurs can do and how they can act, but it does not 

provide explanations as for when effectuation might be more 

effective and better than causation in different circumstances. In 

other words, it is underspecified when entrepreneurs should use 

effectual decision making processes. Empirical research has 

also mainly focused on effectuation as a dependent variable, 

and neglected influencing variables. Arend et al. (2015) 

therefore address the urge to empirically test how and when 

entrepreneurs tend to use effectual decision making processes. 

This thesis proposes that one of the influencing factors for the 

entrepreneur’s choice to use effectuation could be 

entrepreneurial passion (EP), as Murnieks et al. (2014) stated 

that passion is associated with entrepreneurial behaviour. 

 Passion is at the heart of entrepreneurship. Cardon et al. 

(2017) argue that entrepreneurial passion plays a crucial role in 

entrepreneurship, by providing the fire that fuels innovation and 

persistence. For instance, passion has been associated with the 

ability to raise funds from investors (Miteness et al., 2012; 

Sudek 2006) and with the commitment employees display 

towards entrepreneurial ventures (Breugst et al., 2012). Passion 

ultimately has a quintessential motivational effect. Considering 

the creation of new ventures, it helps in overcoming many 

difficulties that inevitably will be faced. ‘Passion can make the 

improbable probable’ (Smilor, 1997, p. 342). Despite this 

common understanding of its importance, the role of 

entrepreneurial passion (EP) in the two mainstream decision 

making processes has, to our best knowledge, not yet been 

researched. In this line, Cardon et al. (2013) emphasised the 

need to empirically test the effect of entrepreneurial passion on 

the decision making processes of entrepreneurs in new venture 

creation.  

 Cardon et al. (2013) propose that three different domains 

of entrepreneurial passion exist: entrepreneurs can posses 

passion for inventing, founding and/or developing. As 

entrepreneurs can have different levels of entrepreneurial 

passion for each domain, this may subsequently lead to 

entrepreneurs employing different decision making processes. 

This study aims to identify the levels of entrepreneurial passion 

of the different domains, as well as which decision making 

processes prevail, in order to describe to what extent 

entrepreneurial passion plays a role in this.  

 As Sarasvathy’s (2001) theory of effectuation is especially 

applicable for expert entrepreneurs, it is emphasised that 

effectual decision making processes of novice entrepreneurs 

should also be tested empirically (Perry et al., 2012). Therefore, 

this study refers to novice entrepreneurs: entrepreneurs who do 

not have any previous entrepreneurial experience (Westhead & 

Wright, 1998). This leads to the following central research 

question:  
To what extent does entrepreneurial passion influence the 

choice between effectual and causal decision making 

processes of novice entrepreneurs?  

 This research question enables the identification of how, if 

at all, entrepreneurial passion influences the decision making 

processes of novice entrepreneurs in terms of effectuation and 

causation. Besides, the research also analyses which decision 

making processes novice entrepreneurs tend to employ, which 

is essential in order to further describe the theory of 

effectuation.  
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 In order to answer this research question, the levels of 

entrepreneurial passion of the different domains are analysed, 

and compared with the preference for effectual or causal 

decision making processes that entrepreneurs employ.  

 The structure of this report is as follows. First the 

theoretical framework is explained consisting of the domains of 

entrepreneurial passion, effectuation and causation. This is also 

the chapter where the hypotheses are laid down. Next, the 

methodology is described comprising the sample, research 

instrument, methods of analysis and variables. Hereafter the 

results of the study are presented, followed by the discussion, 

conclusion, limitations and recommendations for future 

research. 

2. THEORETICAL FRAMEWORK 
For the theoretical framework it is essential to use 

relevant and reliable articles. Therefore, first the impact factor 

of journals are assessed through Web of Science and only those 

journals with high impact factors are used. After having 

identified relevant journals, Web of Science and Scopus are 

used to find articles. Besides the impact factor of journals, also 

the amount of citations of articles are an important indicator. 

Hence, articles that have no or almost no citations are not taken 

into account in this thesis.  

2.1 Decision making processes: Effectuation 

and Causation 

 The decision making processes that take place during the 

creation of a new venture, can be described by either an 

emergent or a planned approach. The emergent approach 

reflects effectuation,  whereas the planned approach reflects 

causation. More specifically, Sarasvathy (2001, p.245) defined 

an effectual decision making process as “taking a set of means 

as given and focusing on selecting between possible effects that 

can be created with that set of means”. First, the availability of 

means or resources are considered by an entrepreneur and the 

objectives will be defined on the basis of the available means. 

Causal decision processes are exactly the opposite: “they take a 

particular effect as given and focus on selecting between means 

to create that effect” (Sarasvathy, 2001, p. 245). Entrepreneurs 

clearly define the objectives they want to achieve upfront where 

after they start to search, evaluate and select opportunities that 

maximise results (Drucker, 1998). 

 Using an effectual or causal process is not necessarily 

better or worse. The effectiveness of either one approach 

depends on the circumstances: effectuation is said to be more 

effective when there is an uncertain and unpredictable 

environment, and causation is said to be more effective when 

entrepreneurs act in certain and predictable environments 

(Harms & Schiele, 2012). Sarasvathy (2001) also describes that 

effectuation and causation can be complementary: they do not 

necessarily pull in opposite directions. It could be that optimal 

decisions result from a combination of both processes, where 

causation ensures focus and the prediction of what is 

predictable, while effectuation processes allow entrepreneurs to 

respond appropriately to uncertain (business) environments 

(Reymen et al., 2015).  

In order to explain the difference between effectuation 

and causation, Sarasvathy (2001) identified five core 

characteristics that distinguish the two approaches from each 

other. The five principles are comprised of: basis for taking 

actions, predisposition towards risk and resources, the attitude 

towards unexpected events, the attitude towards outsiders and 

the view of the future (Dew, Read, Sarasvathy, Wiltbank, 

2009). The effectuator – an entrepreneur who uses effectual 

decision making processes – tends to take actions on the basis 

of means, considers risk on the basis of affordable loss, 

embraces changes in the environment, constantly connects and 

forms partnerships with others, and lastly aims to control and 

influence the unpredictable future. In figure 1 these sub-

constructs are displayed together with the characteristics of 

effectuation and causation. 

Sub-construct Effectuation Causation 

Basis for taking 

actions 

Means Goals                                              

Predisposition 

towards risk and 

resources 

Affordable loss Expected returns 

Attitude towards 

unexpected 

contingencies 

Exploiting 

contingencies 

Exploiting pre-

existing 

knowledge 

Attitude towards 

outsiders 

Strategic alliance Competitive 

analysis 

View of the future Controlling the 

unpredictable future 

Predicting the 

uncertain future 

Figure 1 – Characteristics effectuation and causation 

2.1.1 Basis for taking action: Means vs goals 
This first principle is often referred to as the bird in 

hand principle, which describes what means are available to 

entrepreneurs. There are three categories of means: who I am, 

what I know and whom I know (Sarasvathy, Kumar, York & 

Bhagavatula, 2014; Sarasvathy 2001, p250). ‘Who I am’ refers 

to traits, abilities and tastes of the entrepreneur. ‘What I know’ 

refers to the knowledge, expertise and experience. ‘Whom I 

know’ describes the personal network of the entrepreneur. The 

effectuator takes actions on the basis of these means, whereas 

with causation first goals are set after which the means will be 

acquired in order to achieve the goals. They have a growth 

oriented and goal based vision (Dew et al., 2009). 

2.1.2 Predisposition towards risk and resources: 

Affordable loss vs expected returns 
The affordable loss principle (Sarasvathy, 2001; 

Read, Dew, Sarasvathy, Song, Wiltbank, 2009) starts with the 

notion that an entrepreneur’s perception may not be solely 

based on means. Instead, the risk perception of entrepreneurs 

also influence the decision to create a new venture (Sarasvathy, 

Kumar, York & Bhagavatula, 2014). For effectuators the focus 

would be on minimising losses as opposed to having a focus on 

expected returns (Read et al., 2009). This enables freedom to 

focus on experimenting with various strategies, which could 

create more options in the future (Sarasvathy, 2001). Causation 

in its turn would focus on maximising returns and on using 

optimal strategies.  

2.1.3 Attitude towards unexpected contingencies: 

Exploiting contingencies vs exploiting pre-existing 

knowledge 
 The third principle is called the lemonade principle 

(Sarasvathy, 2009), which posits that entrepreneurs following 

an effectual process would embrace contingencies and 

surprises. New information can namely be used to change the 

strategy of the venture, enabling further development (Dew et 

al., 2009). When entrepreneurs embrace and leverage new and 

unexpected information, ineffective projects can be abandoned 

and new emerging possibilities can be pursued (Chandler et al., 

2011). Entrepreneurs using a causal approach would try to 
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avoid contingencies by careful planning and risk avoiding 

behaviour (Sarasvathy & Dew, 2005). 

2.1.4 Attitude towards outsiders: Strategic alliance 

vs competitive analysis 

 The fourth principle is the crazy quilt principle 

(Sarasvathy, 2009;  Read, Sarasvathy, Dew & Wiltbank, 2016), 

which states that effectuators build strategic alliances and build 

partnerships through engaging with a wide variety of people 

who may contribute to the venture. Entrepreneurs applying 

causation on the other hand would apply extensive research in 

order to identify stakeholders based on the predetermined goals 

(Sarasvathy, Kumar, York & Bhagavatula, 2014).  

2.1.5 View of the future: Controlling the 

unpredictable future vs predicting the uncertain 

future 
 The fifth and last principle is called the pilot in the plane 

principle (Sarasvathy, 2009). Effectual entrepreneurs focus on 

the controllable aspects of an unpredictable future (Sarasvathy, 

2001). When effectual entrepreneurs are faced with a highly 

uncertain future, they will try to learn as much about it as 

possible, with a view on intervening with the future in order to 

transform and reshape it (Sarasvathy, Kumar, York & 

Bhagavatula, 2014). Causal entrepreneurs on the other hand 

would focus on the predictable aspects of the uncertain future, 

and would control it to the extent to which they can predict 

(Sarasvathy, 2001). In the latter case, the pilot has no control of 

what is happening.  

2.2 Entrepreneurial Passion  
 In the literature of passion, three main streams can be 

found. The first is a description of passion by Vallerand et al. 

(2003; 2008), wherein two types of passion were identified: 

harmonious passion and obsessive passion. Another identified 

type of passion is ‘passion for work’ (Baum et al. 2001; Baum 

& Locke, 2004). However, these are broad conceptualisations 

of passion not specifically intended for entrepreneurial activity. 

The stream that this thesis focuses on is based on the 

description and scale that was specifically designed for 

entrepreneurs: entrepreneurial passion, as  proposed by Cardon 

(2009; 2013).  

 Entrepreneurial passion is defined by Cardon (2009, p. 

519) as “consciously accessible, intense positive feelings 

experienced by engagement in entrepreneurial activities 

associated with roles that are meaningful and salient to the self-

identity of the entrepreneur”. This means that entrepreneurial 

passion is not simply about entrepreneurs’ feelings towards 

activities, but also about the centrality of these activities to the 

self-identity of the entrepreneur. Cardon et al. (2013) argue that 

entrepreneurial passion consists of three different domains: 

passion for inventing, passion for founding and passion for 

developing. These three domains not only focus on the intense 

positive feelings entrepreneurs have, but it also focuses on the 

identity centrality of these domains to the entrepreneur.  

2.2.1 Passion for inventing 
 Passion for inventing includes activities related to 

identifying new market opportunities, developing new products 

and services, and working with new prototypes (Cardon et al., 

2013). In order to identify market opportunities, entrepreneurs 

typically scan the environment to learn about consumer 

problems and needs. Entrepreneurs who display passion for 

inventing enjoy exploring opportunities, experimenting with 

designing possible products and services, and finding solutions 

for problems and needs.  

2.2.2 Passion for founding 
 Passion for founding is related to the collection of 

financial, human and social resources that are needed to create a 

new venture (Cardon et al., 2013). Some entrepreneurs find 

more pleasure in the actual founding of an organisation, as 

opposed to merely inventing a new product or service. 

According to Katz and Gartner (1988), entrepreneurs might feel 

a need for achievement and founding an organisation is a 

tangible visualisation of their entrepreneurial activity. Westhead 

and Wright (1998) describe three types of founders. Novice 

founders are entrepreneurs who found a business for the first 

time and have no previous experience. Portfolio founders are 

those that keep ownership of their business, but nevertheless 

create a new venture in the future. Serial founders are 

entrepreneurs that constantly try to create new ventures in order 

to sell the business for a profit.  

2.2.3 Passion for developing 
 Passion for developing is related to growing and 

expanding new ventures after they have been founded (Cardon 

et al., 2013). According to Cliff (1998), it could be that 

entrepreneurs do not experience passion for inventing or 

founding, but instead have a conscious passion to grow and 

expand a venture. The entrepreneur that advocates the 

development of the venture, is likely to engage in different 

management styles in order to ensure constant development for 

the future (Baum and Locke, 2004). Although entrepreneurs 

tend to show more passion for developing a venture that they 

founded themselves, it might also be possible that entrepreneurs 

develop the business of other existing ventures (Cardon et al, 

2013). Typical activities that are performed by entrepreneurs 

that enjoy developing firms are optimising marketing efforts, 

finding investors to secure capital, improving the value chain 

and minimising costs by efficient and effective planning and 

control.  

2.3 Hypotheses  
 In order to derive at appropriate hypotheses, the three 

domains of entrepreneurial passion are tested in combination 

with the principles of effectuation or causation. Therefore, one 

hypothesis is constructed for each EP domain respectively. One 

additional hypothesis is used to not simply take one effectual or 

causal principle into account, but also the entire construct.  

 Entrepreneurs who are passionate about inventing enjoy 

exploring opportunities, experimenting with and designing 

potential products and services (Cardon et al., 2013). Exploring 

and experimenting with opportunities are uncertain activities. 

Using a causal approach, entrepreneurs would focus on 

avoiding contingencies by careful planning and risk avoiding 

behaviour. However, due to the uncertainty that is involved in 

inventing, it would be better for entrepreneurs to use an 

effectual approach in which they constantly review the external 

environment and embrace contingencies. It is thus likely that 

entrepreneurs who are passionate about inventing tend to 

exploit contingencies. This leads to the first hypothesis:  

H1: Novice entrepreneurs who posses high levels of passion for 

inventing tend to use the effectual approach ‘exploiting 

contingencies’, as opposed to using the causal approach 

‘exploiting pre-existing knowledge’.  

 Entrepreneurs who are passionate about founding 

businesses tend to focus on collecting financial, human and 

social resources (Cardon et al., 2013). Often these resources are 

not yet available to the entrepreneur, but they first have to be 

gathered externally. This domain of entrepreneurial passion in 

essence proposes that entrepreneurs should make use of a causal 

approach. First goals are set - i.e. for founding a new venture – 
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and the entrepreneur needs to collect the resources in order to 

meet these goals. This leads to the second hypothesis:  

H2: Novice entrepreneurs who have high levels of passion for 

founding tend to use the causal approach ‘goals orientation’, as 

opposed to using the effectual approach ‘means orientation’. 

 Entrepreneurs who posses high levels of passion for 

developing typically focus on optimising marketing activities, 

finding investors to secure capital and minimising cost by 

efficient and effective planning and control (Cardon et al., 

2013). This means that entrepreneurs should not make use of an 

effectual approach, in which they would make decisions on the 

basis of potential affordable losses. Instead, they should focus 

on using causation, by considering profitability potentials in 

order to assure expected returns. Entrepreneurs who enjoy 

developing firms constantly try to assess the financial feasibility 

of projects and undertake projects on the basis of expected 

returns. This results in the third hypothesis:  

H3: Novice entrepreneurs with high levels of passion for 

developing tend to use the causal approach ‘expected returns’, 

as opposed to using the effectual approach ‘affordable loss’.  

 Next to examining whether there is a preference for 

effectuation and causation on the basis of the five principles, it 

is of interest to study whether effectuation and causation as a 

construct are related to one of the entrepreneurial passion 

domains. Especially passion for inventing appears to take on the 

perspective of an overall effectual approach: entrepreneurs act 

in an uncertain environment, and do this by using a more 

intuitive and emergent approach while reacting to changing 

opportunities and needs. Therefore the fourth and last 

hypothesis posits: 

H4: Novice entrepreneurs who are most passionate about 

inventing tend to use effectual decision making processes, as 

opposed to novice entrepreneurs with high levels of passion for 

founding and developing.  

The hypotheses are summarised in the following figure 2:  

                                                    

H1:                                              +                                               

 

 

H2:                                              + 

 

 

H3:                                              + 

 

H4:                                              +  

 

Figure 2 – Overview hypotheses 

3. METHODOLOGY 
 This section of the thesis explains the methodology that is 

used in order to conduct the research. The sample, research 

instrument, assessment of the research instrument, and the 

various variables are the point of focus. 

3.1 The sample 
 The study is conducted in Malaysia. As Perry et al. (2012) 

argued about the need to empirically test effectuation on novice 

entrepreneurs, the sample of this study will comprise of novice 

entrepreneurs. Malaysia is at the time of writing close to 

becoming a first world country (“Malaysia’s Economy”, 2018), 

and consequently entrepreneurship is a focal area. 

Understanding the motives of Malaysian novice entrepreneurs 

and their preference for the use of either effectuation or 

causation, is essential to further explain effectuation theory.  

 In order to conduct the research, Malaysian entrepreneurs 

were approached through various means, online as well as 

offline. Firstly, entrepreneurs were found via the database of 

Malaysian incubator MaGIC (69), via kuala-lumpur.startups-

list.com (approximately 100), AngelList (approximately 500), 

via Yellowpages.my (approximately 200) and via specific 

Facebook groups for Malaysian entrepreneurs. After the names 

of the entrepreneurs were found,  Facebook, LinkedIn and email 

were used to approach the entrepreneurs. 

 Besides approaching entrepreneurs solely through online 

media, they were also approached directly at bazaars. Multiple 

bazaars were visited in which entrepreneurs’ were asked to fill 

in a paper copy of the survey. If the entrepreneur was not 

present at the booth, a name card was taken home which 

provided the contact details of the owner of the business. At the 

six markets approximately 200 booths were visited, of which 

approximately 60 were occupied by the entrepreneur itself. 55 

of these entrepreneurs agreed to fill in the paper copy of the 

survey. Through the name cards acquired at the other booths, 

the other entrepreneurs were contacted mainly via WhatsApp to 

fill in the online survey. 

 Lastly, pop-up stores were visited in which start-ups sell 

their products. The products in the pop-up stores were 

scrutinised, as this often displayed the contact details of the 

owner of the start-up. Approximately 100 contact details were 

found this way, and the entrepreneurs were mainly approached 

via WhatsApp.  

 In total, approximately 1200 entrepreneurs were 

approached, and a reminder was sent after 2 weeks to the 

entrepreneurs who had not yet filled in the survey. This resulted 

in 139 entrepreneurs who filled in the survey. However, the 

sample size decreased due to the criteria that had to be taken 

into account: the entrepreneur needs to have at least a 

bachelor’s degree, should be the owner and founder of the 

business, it should be the first venture that the entrepreneur has 

created, should not have been an entrepreneur for more than 5 

years, and consequently the business should not have existed 

for more than 5 years. After filtering out the cases that did not 

meet the criteria, the sample size decreased to a total n = 81. 

 Of the 81 novice entrepreneurs in the sample, 32.1% (26) 

is male, 65.4% (53) is female, and 2.5% (2) stated ‘other’. The 

youngest entrepreneur is 22 years old, whereas the oldest 

entrepreneur is 60 years old. The mean age of the entrepreneurs 

is 31.95 years. On average the businesses have been in 

existence  for 2.5 years. Appendix 10.1 shows these results.  

3.2 Research instrument 
 In order to test effectuation/causation and entrepreneurial 

passion, the research makes use of reliable and validated scales, 

respectively developed by Alsos et al. (2014) and Cardon et al. 

(2013). 

 Even though the scales are developed in English, and this 

study is conducted in Malaysia, the survey is not translated to 

Bahasa Malay. Malaysia has been colonised by the British until 

1957, which nowadays is reflected in the majority of the 

civilians still speaking English as first language.  

 The aforementioned scales were combined into an online 

survey via Google Forms, and into a paper copy of the survey.  

3.2.1 Effectuation and causation 
 In order to test the dependent variable effectuation and 

causation, the scale created by Alsos et al. (2014) is used. This 

Passion for 

inventing 

Exploiting 

contingencies 

Passion for 

founding 

Goals oriented 

Passion for 

developing 

Focus on 

expected returns 

Passion for 

inventing 

Use of 

effectuation 
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scale makes use of the five principles of effectuation and 

causation. It thus has 10 question, of which 5 are related to 

effectuation and 5 are related to causation. Each question 

reflects one principle from either effectuation or causation.  

The 10 questions are measured via a 7-point Likert scale, where 

1 = Strongly disagree and 7 = Strongly agree. Using a 7-point 

Likert scale ensures that the subjects have more options to 

choose from, leading to more accurate data.  

3.2.2 Entrepreneurial Passion 

 In order to measure the independent variable 

entrepreneurial passion, a validated scale created by Cardon et 

al. (2013) is used. This scale focuses on the three dimensions: 

passion for inventing, founding and developing. For the first 

dimension (passion for inventing) four items, and for the other 

two domains (passion for founding and developing) three items 

respectively are asked with regards to the intense positive 

feelings (IPF). Also one item per domain is used to assess the 

identity centrality (IC) of the domain to the entrepreneur. In 

total the scale thus has 12 questions. The relation between the 

three dimensions and effectuation will be assessed  separately, 

as an overall measure is theoretically inconsistent. Edwards 

(2011, p.384) explains this: “if the construct associated with 

formative measures is defined as nothing more than a 

combination of its measures, then the construct itself can be 

eliminated from the model, and the relationships between the 

measures and other variables can be examined jointly”. 

 The 12 entrepreneurial passion questions also makes use 

of a 7-point Likert scale, where 1 = Strongly disagree and 7 = 

Strongly agree. The reason for using a 7-point Likert scale is to 

‘guard against issues of range restriction’ (Cardon et al., 2013, 

p.394). The items can be found in appendix 10.14.  

3.3 Data analysis  
 In order to analyse the gathered data, IBM SPSS Statistics 

23 was used. In the results section first the statistical difference 

between effectuation and causation is determined via a paired t-

test, and the hypotheses are tested via multiple linear regression. 

However, first a Cronbach’s Alpha and exploratory factor 

analysis is conducted. The Cronbach’s Alpha is measured in 

order to test internal consistency of the items. The exploratory 

factor analysis is used to assess whether the items of the scales 

measure the correct construct and underlying latent variable. As 

the scales for effectuation/causation and entrepreneurial passion 

have been established in the United States, it is essential to test 

whether the items of the scales also measure the correct 

construct in Malaysia.  

 First of all, the Cronbach’s Alpha (appendix 10.2.1) is 

calculated. The effectuation/causation scale has 5 effectuation 

items (α = 0.864) and 5 causation items (α = 0.620). The 

entrepreneurial passion scale has 5 items regarding passion for 

inventing (α = 0.825.), 4 items regarding passion for founding 

(α = 0.821) and 4 items concerning passion for developing (α = 

0.847). Typically Cronbach Alphas should be higher than 0.70 

in order to assure the internal consistency of the scales (Hair, 

2013). Although the Cronbach’s Alpha for the causation scale is 

lower than this threshold, Gabrielsson & Politis (2011) mention 

that lower Alphas are generally accepted when scales are based 

on a few items, and when the research is exploratory. Next, 

Alsos et al. (2014) justified that the scale is developed to have a 

broad measure of effectuation and causation in line with theory, 

which generally leads to lower Cronbach Alphas than concepts 

that are measured very narrowly. Therefore, the causation scale 

is used for further analysis. 

 In order to conduct the exploratory factor analysis, a 

Principal Component Analysis (PCA) is performed in order to 

reduce the number of items to factors/sub-constructs.  

For testing the 10 effectuation/causation items, the orthogonal 

rotation (varimax) is used. The reason for this is that 

effectuation and causation are two independent factors. First the 

correlation matrix is checked for correlations higher than 0.8, 

which could suggest multicollinearity. No correlations of this 

kind are measured. Next, the determinant is 0.029, which is 

higher than the minimum of 0.0001. The Kaiser-Meyer-Olkin 

(KMO) test has statistic 0.749, which is higher than the 

minimum of 0.5 (Kaiser, 1970). The Bartlett’s test of Sphericity 

has p-value <0.0001, which is well below the significance level 

of p<0.05 (Bartlett, 1950). This means that all criteria for 

executing the factor analysis are fulfilled. The PCA (appendix 

10.2.2.1) shows 2 factors with an eigenvalue higher than 1, of 

which the causation items load on factor 2 and the effectuation 

items load on factor 1. This means that the items measure the 

correct construct. 

 In order to test the whether the items of entrepreneurial 

passion measure what they are intended to measure, a different 

factor rotation is used (appendix 10.2.2.2). The domains of 

entrepreneurial passion could be correlated with each other, 

which is why the non-orthogonal oblimin rotation is used. The 

correlation matrix shows no correlations above 0.8, the 

determinant (0.001) is higher than 0.0001, the KMO test (0.757) 

is higher than 0.5 and Bartlett’s test of Sphericity (p<0.0001)) 

has a P-value smaller than 0.05. Thus, all criteria are fulfilled. 

The PCA shows 3 factors with an eigenvalue higher than 1, of 

which the passion for inventing items load on factor 1, the 

passion for founding items load on factor 3, and the passion for 

developing items load on factor 2. To conclude, The scale can 

be used to measure the three domains of entrepreneurial 

passion.  

3.3.1 Assumptions testing of the statistical tests 

 In the results section, first a paired t-test is applied in order 

to statistically determine whether causation or effectuation has 

the preference in Malaysia. For this purpose a Shapiro Wilk’s 

test is performed in order to see whether the two variables are 

normally distributed. Both effectuation (SW(81) = 0.98, 

p=0.25) and causation (SW(81) = 0.97, p = 0.053) are normally 

distributed (appendix 10.6).  

 As testing the hypotheses is the main focus of this thesis, 

which will be conducted via multiple linear regression, it is 

essential to examine the assumptions: (1) linearity between the 

independent variables and dependent variable, (2) independence 

of errors, (3) constant error variance and (4) normally 

distributed errors (Osborne & Waters, 2002). 

(1) As for linearity, partial regression plots are produced in 

which the least squares regression line is added together with 

the locally adjusted regression curve (loess). The closer the 

loess to the regression line, the more linear the relationship.  

(2) As for independence of errors, the data was collected from a 

random sample, meaning that the observations and hence the 

errors are independent. (3) For constant error variance, the 

predicted values are plotted against the studentized residuals, 

which should be randomly scattered. (4) For testing normally 

distributed errors, the histogram of the studentized residuals 

should show a normal distribution, and the normal Q-Q plot 

should show that the observations are close to the line. In 

appendix 10.7 the 4 assumptions can be found for each 

hypothesis.  

 Overall, the assumptions seem to hold for each hypothesis 

except for some small deviations in the linearity between the 
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independent and dependent variables, but in particular for 

normally distributed errors. For this purpose the Cook’s 

Distance is calculated in order to check for influential cases: 

they are observations ‘which, either individually or together 

with several other observations, have demonstrated larger 

impact on the calculated values of various estimates… than is 

the case for most other observations’ (Belsley et al., 1980, 

p.11). When the observation has a Cook’s D which was larger 

than (
4

𝑛−𝑘−1
) = 0.0547 it was assumed to be influential 

(Bollenand & Jackman, 1985). For each hypothesis multiple 

influential cases (appendix 10.8) are found, which were 

removed in the respective regression model after having made 

sure that it was not due to a data entry error. In order to assess 

the impact of the influential cases, a sensitivity analysis is 

performed by conducting the analysis with (appendix 10.10) 

and without influential cases (appendix 10.11) (Stevens, 1984). 

In the results section, the regression models excluding the 

influential cases are described.  

 A last important aspect to consider is multicollinearity, 

which is measured by the Variance Inflation Factor (VIF). As 

rule of thumb, a VIF value of 10 and higher is often considered 

to represent multicollinearity (e.g. O’Brien, 2007). No VIF 

values of this kind are found (appendix 10.11). 

3.4 Control variables 
 Besides the variables that were used as criteria to filter out 

irrelevant cases, it is also essential to assess whether other 

variables have an influence on the dependent variable. As we 

want to see whether there is a relationship between 

entrepreneurial passion and the preference for causation or 

effectuation, it is important to also assess the impact of control 

variables. Gender, age, following entrepreneurial courses and 

knowing what effectuation means are used as control variables.  

 In order to assess whether there is a relationship between 

the control variables and dependent variable, a correlation 

analysis is performed. This way it is easy to see whether the 

control variables have a relationship with either of the 

dependent variables: effectuation or causation. As the variables 

mainly have an ordinal measurement level, the non-parametric 

Spearman’s rho is used. The correlation matrix (appendix 10.3) 

show that neither of the control variables has a significant p-

value for effectuation: gender (r = 0.138, p = 0.221), age (r = 

0.125, p = 0.274), entrepreneurial courses (r = 0.051, p = 0.651) 

and familiarity with effectuation (r = -0.39, p = 0.731). There is 

also no statistically significant relationship between effectuation 

and causation (r = -0.61, p = 0.587). 

 Causation on the other hand has two control variables with 

a significant p-value: with entrepreneurial courses (r = -0.260, p 

= 0.019) and with familiarity with effectuation (r = -0.234, p = 

0.036). As the correlation is negative, it means that when 

entrepreneurs have taken entrepreneurial courses, they are less 

inclined to use causal decision making processes. When 

entrepreneurs are familiar with effectuation, they use causation 

less. In next chapter, the relationship between the control 

variables and dependent variables are further scrutinised.  

4. RESULTS 
 In this chapter the results are discussed. First of all the 

descriptive statistics are described, then a paired samples t-test 

is applied in order to analyse whether effectuation or causation 

has the preference in Malaysia, and lastly the results of the 

hypotheses are discussed. For the statistical tests α = 0.05 and 

two-tailed p-values are used, unless stated otherwise. Two-

tailed tests are used when talking about a significant difference, 

and one-tailed tests are used when looking in a specific 

direction (i..e positive or negative).  

4.1 Descriptive statistics 

Table 1 displays the descriptive statistics of 

effectuation/causation, and table 2 serves to display the 

statistics of entrepreneurial passion.  

4.1.1 Effectuation and causation 

n = 81  Mean SD 

Construct Effectuation 4.36 1.28 

 Causation 5.04 0.84 

Basis for taking 

actions 

Means oriented 4.22 1.64 

Goals oriented 5.17 1.29 

Predisposition 

towards risk and 

resources 

Affordable loss  4.68 1.56 

Expected returns 5.00 1.49 

Attitude towards 

unexpected 

contingencies 

Exploiting contingencies  4.80 1.55 

Exploiting pre-existing 

knowledge 

3.98 1.67 

Attitude towards 

outsiders 

Strategic alliance 4.51 1.41 

Competitive analysis 5.79 0.89 

View of the 

future 

Controlling the 

unpredictable future 

3.58 1.78 

 Predicting the uncertain 

future 

5.28 1.14 

Table 1 – Descriptive statistics effectuation / causation 

 Considering the means of effectuation and causation as a 

construct, it is apparent that the entrepreneurs in the sample 

tended to prefer causal decision making processes (mean 5.04, 

SD 0.84) over the effectual variant (mean 4.36, SD 1.28). 

Looking at the 5 principles, it becomes clear that typically 

causation is preferred: entrepreneurs tend to take actions on the 

basis of goals (mean 5.17, SD 1.29), do business on the basis of 

expected returns (mean 5.00, SD 1.49), apply competitive 

analysis (mean 5.79, SD 0.89) and predict the uncertain future 

(mean 5.28, SD 1.14). However, the principle ‘attitude towards 

unexpected contingencies’ displays a change, as exploiting 

contingencies (mean 4.80, SD 1.55) precedes exploiting pre-

existing knowledge (mean 3.98, SD 1.67). Here the effectual 

approach is preferred above the causal approach. 

 Thus, except for principle ‘attitude towards unexpected 

contingencies’, the preference for causation precedes 

effectuation.  

4.1.2 Entrepreneurial passion  

 Mean SD 

Passion for inventing 6.06 0.64 

Passion for founding 5.84 0.91 

Passion for developing 5.85 0.93 

Table 2 – Descriptive statistics entrepreneurial passion 

 Considering entrepreneurial passion, the three domains are 

of main interest. In table 2 the means of the domains can be 

found and the descriptive statistics of all items are shown in 

appendix 10.4.2. What is remarkable, is that all items have very 

similar scores, where the lowest mean is 5.69 and the highest 

mean 6.22. To reflect on the three domains, passion for 
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inventing has mean 6.06 and SD 0.64, passion for founding has 

mean 5.84 and SD 0.91, and passion for developing has mean 

5.85 and SD 0.93. Thus, all three domains have equal scores, 

where passion for inventing has the highest mean. 

4.2 Effectuation versus causation  

 As it is stated that it is essential to further explain 

effectuation theory by doing research in different settings, first 

the statistical differences between effectuation and causation in 

Malaysia are explained on the basis of a paired-samples t-test 

(α=0.05). In appendix 10.5 the results are found.  

 First of all, looking at the effectuation and causation 

construct, it becomes apparent that there is a difference in the 

mean scores (4.36 vs. 5.04). There is also a statistically 

significant difference between effectuation and causation (t(80), 

p <0.001). The confidence interval shows that 95% of the times 

that a similar sample is taken from the population, the 

effectuation score will be between 1.04 and 0.34 points lower 

than causation. Thus, statistically speaking, novice 

entrepreneurs in Malaysia have a preference for causation. 

 Next to this, as effectuation and causation comprise of 5 

principles, it is of interest to compare the principles (appendix 

10.5). For the principle ‘basis for taking actions’ the causal 

approach ‘goal orientation’ is significantly higher than the 

effectual approach ‘means orientation’ (t(80), p <0.001). For the 

principle ‘predisposition towards risk and resources’, there is no 

statistically significant difference between the effectual 

approach ‘affordable loss’ and the causal approach ‘expected 

returns’ (t(80) = 1.344, p = 0.183). The principle ‘attitude 

towards unexpected contingencies’ shows that the effectual 

approach ‘exploiting contingencies’ is significantly higher from 

the causal approach ‘exploiting pre-existing knowledge’ (t(80), 

p = 0.002). The principle ‘attitude towards outsiders’ has a 

statistically significant difference between the effectual 

approach ‘strategic alliance’ and the causal approach 

‘competitive analysis’ (t(80) = -6.60, p <0.0001), where 

applying competitive analyses has the preference. Lastly, the 

principle ‘view of the future’ once more shows a statistically 

significant preference for the causal approach ‘predicting the 

uncertain future’ over the effectual approach ‘controlling the 

unpredictable future’  (t(80) = -7.12, p <0.001) 

 To conclude, all principles show that the causal approach 

has significantly higher scores than the effectual approach, 

except for the principle ‘attitude towards unexpected 

contingencies’, where the effectual approach is significantly 

higher than the causal approach. The principle ‘predisposition 

towards risk and resources’ shows no significant preference. 

4.3 Hypothesis 1 

H1: Novice entrepreneurs who posses high levels of passion for 

inventing tend to use the effectual approach ‘exploiting 

contingencies’, as opposed to using the causal approach 

‘exploiting pre-existing knowledge’.  

 In order to test the hypothesis, first a correlation analysis 

is applied followed by Hierarchical Linear Modelling (HLM). 

The first gives an initial insight whether there is a relationship, 

and the HLM enables the identification of the effect of solely 

the control variables as well as all the independent variables in 

the full model.  

 First of all, the correlation matrix (appendix 10.13) shows 

that there is a significant positive association between passion 

for inventing and exploiting contingencies: (r = 0.187, p = 

0.0475, one-tailed). Next, there is no significant relationship 

between passion for inventing and exploiting pre-existing 

knowledge (r = 0.055, p = 0.623). Besides this, there is a 

significant association between passion for founding and 

exploiting pre-existing knowledge (r = 0.275, p = 0.013). This 

means that it is possible that passion for inventing has a positive 

effect on the preference for exploiting contingencies, but 

contradictory it might also be that passion for founding counters 

this as it has a positive effect on the preference for pre-existing 

knowledge.  

 Next the HLM is applied (appendix 10.11.1), consisting of 

two models. Model 1 comprises solely the control variables, 

while model 2 incorporates all variables. Model 1 with the 

control variables shows that there are no variables with a 

significant effect on exploiting contingencies. The control 

variables by itself explains 3% of the variation (R-square) in the 

dependent variable. The full model comprising of all variables, 

shows that passion for inventing has a significant positive effect 

(beta = 0.620, p = 0.033 one-tailed). The full model explains 

12.8% more variation than the model with control variables, 

which is a significant increase (p=0.023).  

 As the correlation matrix showed a possible relationship 

between passion for founding and exploiting pre-existing 

knowledge, it is also essential to examine this. By looking at the 

HLM for causation (appendix 10.11.2), it becomes clear that the 

control variables are no significant predictors for exploiting pre-

existing knowledge. Looking at the model with all independent 

variables, passion for founding has a significant effect on 

exploiting pre-existing knowledge: (beta = 0.660, p = 0.019). 

The beta tells that the effect of passion for founding on 

exploiting pre-existing knowledge is positive. 

 Thus, passion for inventing has a significant positive 

effect on using the effectual approach ‘exploiting 

contingencies’ as opposed to the causal approach ‘exploiting 

pre-existing knowledge’. This means that proof is found in 

favour of the hypothesis, which we can thus accept. Besides, the 

analysis showed that passion for founding positively affects 

using the causal approach ‘exploiting pre-existing knowledge’ 

as opposed to the effectual approach ‘exploiting contingencies’.  

4.4 Hypothesis 2 

H2: Novice entrepreneurs who have high levels of passion for 

founding tend to use the causal approach ‘goals orientation’, as 

opposed to using the effectual approach ‘means orientation’. 

 First of all, reflecting the correlation analysis (appendix 

10.13), it is apparent that passion for inventing (r = 0.363, p = 

0.001) and passion for developing (r = 0.272, p = 0.014) have a 

significant association with the goal oriented approach. Passion 

for founding has a significant positive association, looking at 

the one-tailed test (r = 0.213, p = 0.028). Therefore, the HLM is 

used to further assess the relationships. There are no 

correlations found between the entrepreneurial passion domains 

and the means oriented approach. 

 Applying the HLM (appendix 10.11.3) for the dependent 

variable ‘means oriented approach’, it can be seen in model 1 

that neither of the control variables is a significant predictor for 

the means-oriented approach. In model 2, consisting of all 

variables there are also no significant predicting variables. The 

full model only accounts for 5.5% explained variance, which is 

2% more than the model comprising of just the control 

variables.  

 Looking at the regression analysis for the model with the 

dependent variable ‘goals oriented approach’ (appendix 

10.11.4), the control variable ‘having had entrepreneurial 

courses’ has a significant effect (beta = -0.589, p = 0.05). 

However, when looking at the full model, it becomes clear that 
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only passion for inventing (beta = 0.771, p = 0.001) is a 

significant predicting variable for using the goals oriented 

approach. Looking at the beta, it can be concluded that passion 

for inventing has a significant positive relationship with the 

goals oriented approach. The full model explains 26.3% of the 

variance of the dependent variable, 20.3% more than the model 

with solely the control variables. This is a significant change (p 

= 0.001). 

 Concluded, passion for inventing has a significant positive 

effect on using the causal approach ‘goals orientation’ as 

opposed to the effectual approach ‘means orientation’. There is 

no proof that supports the stated hypothesis.  

4.5 Hypothesis 3 

H3: Novice entrepreneurs with high levels of passion for 

developing tend to use the causal approach ‘expected returns’, 

as opposed to using the effectual approach ‘affordable loss’.  

 The correlation matrix (appendix 10.13) shows a 

significant association between passion for founding and using 

the expected returns approach (r = 0.283, p = 0.011), as well as 

passion for developing and the expected returns approach (r = 

0.381, p<0.001). This gives an initial indication that the 

hypothesis might be accepted. The entrepreneurial passion 

domains do not have significant associations with the affordable 

loss approach.  

 The HLM (appendix 10.11.6) further strengthens the 

aforementioned findings. To first start with the expected returns 

approach, model 1 consisting of the control variables, displays a 

significant effect of having had entrepreneurial courses (beta =  

-0.949, p = 0.009) on the extent of using the expected returns 

approach. However, the full model consisting of all variables, 

shows that having had entrepreneurial courses has no 

significant effect. The main findings are that passion for 

inventing has a significant negative effect (one sided) on using 

the expected returns approach (beta = -0.400, p = 0.029). 

Passion for developing has a significant positive effect (beta = 

0.746, p<0.001) on using the expected returns approach, which 

is in line with the stated hypothesis. Additionally, also passion 

for founding has a significant (positive) effect on using 

expected returns (beta = 0.404, p = 0.014). This model 

including all variables explains 41.8% of the variance in the 

dependent variable ‘expected returns’ , which is 29.7% more 

than solely the control variables. This is a significant change (p 

<0.001). 

 Lastly it is necessary to examine the effect of the 

independent variables on the affordable loss approach. The full 

model with all independent variables (appendix 10.11.5) shows 

that besides age (beta = 0.884, p = 0.012),  there are no 

significant predictors for the dependent variable ‘affordable 

loss’. The full model explains 14.3% of the variance, only 1.9% 

more than the base model consisting of only the control 

variables. This is not a significant increase (p = 0.695).  

 To conclude, proof is found that the hypothesis can be 

accepted. Passion for developing has a significant positive 

effect on using the causal approach ‘expected returns’. 

Additionally, passion for founding also positively affects the 

causal approach ‘expected returns’, whereas passion for 

inventing showed a negative significant effect on the use of 

expected returns. 

 

 

 

4.6 Hypothesis 4  

H4: Novice entrepreneurs who are most passionate about 

inventing tend to use effectual decision making processes, as 

opposed to novice entrepreneurs with high levels of passion for 

founding and developing.  

 The correlation matrix (appendix 10.13) depicts that 

neither of the entrepreneurial passion domains has a significant 

association with effectuation. However, all three domains do 

have a significant association with causation as a construct. 

Passion for inventing (r = 0.275, p  = 0.013), passion for 

founding (r = 0.393, p <0.001), and passion for developing (r = 

0.391, p <0.001).  

 In the HLM (appendix 10.11.7) the relationships can be 

established further. For effectuation as a construct, there are no 

significant effects in both the model comprising the control 

variables and the model comprising all variables. Only 3.5% of 

the variance in the model is explained by all independent 

variables.  

 For causation in the model comprising of all variables 

(appendix 10.11.8), having had entrepreneurial courses has a 

significant effect (beta = -0.358, p = 0.041). Looking at the 

beta, it can be seen that the effect is negative. Furthermore, it 

can be seen that passion for developing (beta = 0.279, p = 

0.003) has a significant effect on causation. The beta tells that 

this effect is positive. Passion for inventing (b1 = 0.241, p = 

0.035 one-tailed) has a significant positive effect on the use of 

causation. The independent variables in this model account for 

38.4% of the variance, 22.8% more than the control variables 

which is a significant change (p <0.001). 

 To conclude, there is no evidence that supports the 

hypothesis. Passion for inventing has no significant effect on 

using effectual decision making processes, just as the other 

entrepreneurial passion domains. On the contrary, passion for 

inventing has a significant positive effect on using causal 

decision making processes. Passion for developing was found to 

have a significant positive effect on causation as well.  

5. DISCUSSION & CONCLUSION 

5.1 Discussion 
 Looking back at the introduction, it was emphasised that it 

is highly required to further develop effectuation theory. Not 

only the influencing factors need to be scrutinised, but also the 

prevailing preference for effectuation and causation in different 

settings. On the basis of the paired t-tests, it can be said that 

causal decision making processes are preferred by novice 

Malaysian entrepreneurs. This is in line with the current 

effectuation theory, which states that effectuation is in essence 

not a theory for novice entrepreneurs, but for expert 

entrepreneurs (Sarasvathy, 2001). The more working 

experience and knowledge entrepreneurs have, the more likely 

they are to employ the emergent approach rather than the 

planned approach.  

 Additionally, the five principles of effectuation and 

causation were compared. Amongst the novice Malaysian 

entrepreneurs, typically the causal approach was preferred, 

except for the principle ‘attitude towards unexpected 

contingencies’. Here the effectual approach ‘exploiting 

contingencies’ was used significantly more than the causal 

approach ‘exploiting pre-existing knowledge’. Novice 

Malaysian entrepreneurs thus do embrace contingencies and 

surprises in the environment. This can help them with 

capitalizing opportunities, leading to greater entrepreneurial 

success  (Morris et al., 1999). 
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 Considering the control variables, a significant association 

was identified between the preference for causation and having 

had entrepreneurial courses, which is in line with the findings of 

Dew et al. (2009). On the same note, being familiar with the 

concept of effectuation is negatively associated with causation, 

which underlined that effectuation and causation are in fact two 

separate constructs. 

 When looking back at the introduction, Arend et al. (2015) 

stressed the need to examine the factors that might influence the 

use of effectuation and causation. Murnieks et al. (2014) 

indicated that there is an association between passion and 

entrepreneurial behaviour, but the role that entrepreneurial 

passion plays in effectuation and causation was to our best 

knowledge not yet researched. This thesis shows that 

entrepreneurial passion indeed has a significant relation with 

the decision making processes of entrepreneurs. Proof was 

found in favour of the first and third hypothesis. Passion for 

inventing seems to have a significant positive effect on using 

the effectual approach ‘exploiting contingencies’. Novice 

Malaysian entrepreneurs thus follow what is best according to 

theory (Cardon et al. (2013). When inventing, it is most 

effective to be responsive to the dynamic entrepreneurial 

environment and thus to exploit contingencies. An additional 

finding is that passion for founding has a significant positive 

effect on the causal approach ‘exploiting pre-existing 

knowledge’. This could be due to the fact that founding 

businesses is a risky operation, which could for example be 

seen in 90% of all start-ups failing (Patel, 2015). When 

exploiting pre-existing knowledge, entrepreneurs have a pre-set 

plan which they follow in order to reduce risk (Sarasvathy & 

Dew, 2005). 

 In line with theory, passion for developing has a positive 

effect on using the causal approach ‘expected returns’. Novice 

Malaysian entrepreneurs who have high levels of passion for 

developing assess the profitability potentials of investment 

decisions, in order to develop their business. On the other hand, 

passion for inventing seems to lead to employing the causal 

approach ‘expected returns’ less. This can be explained through 

the fact that entrepreneurs who have high levels of passion for 

inventing have to constantly redesign and re-evaluate their 

product offerings. Many novice entrepreneurs have limited 

experience and it is thus difficult to estimate expected returns 

on products and services which are not yet available in the 

market. An additional finding is that also passion for founding 

has a significant effect on using expected returns, which in this 

case is positive. This means that entrepreneurs who have 

passion for founding tend to calculate profit potentials and 

expected returns, which can also be described by the -risky 

nature of founding businesses. In order to reduce risk, business 

potentials are thoroughly calculated and when deemed 

profitable, the businesses are actually founded.     

 The findings furthermore show that hypothesis two and 

four had to be rejected. It is not passion for founding that has an 

effect on using the causal approach ‘goals orientation’, but 

rather passion for inventing. This means that entrepreneurs first 

set goals in their inventing endeavours, before acquiring the 

necessary knowledge and awareness of market gaps, expertise 

and networks. Thus, novice Malaysian entrepreneurs do not 

invent because they see an opportunity in the market, but 

mainly because they have set goals and objectives which they 

aim to achieve.  

 In contrast to theory, passion for inventing does not seem 

to have a significant effect on the construct effectuation. 

Instead, passion for inventing has a significant positive effect 

on using causation. This insinuates that entrepreneurs who 

enjoy inventing, use a planned approach to explore new 

opportunities. This is remarkable, as theory suggests that 

entrepreneurs with high levels of passion for inventing could 

better use an emergent approach in order to explore possibilities 

in the environment and to further improve their product 

offering. Passion for developing was also found to have a 

significant positive effect on using causation, which could be 

expected given that entrepreneurs who want to develop their 

venture often set goals and plans before the start of projects. 

The success of the venture is often assessed on the basis of pre-

set Key Performance Indicators (KPIs).  

5.2 Conclusion 

 This thesis examined and described the relationship 

between entrepreneurial passion and effectuation/causation. The 

research question of this thesis was:  

To what extent does entrepreneurial passion influence the 

choice between effectual and causal decision making 

processes of novice entrepreneurs?  

 By combining the literature of entrepreneurial passion and 

effectuation/causation, hypotheses were set up in order to 

explain the influence of entrepreneurial passion. However, in 

half of the cases practice did not follow theory. Hypothesis 1 

and 3 could be accepted, while hypotheses 2 and 4 had to be 

rejected. However, the analysis showed that entrepreneurial 

passion is certainly related to the preference of Malaysian 

novice entrepreneurs for either effectuation or causation. 

Passion for founding has a significant positive effect on the 

causal approach ‘exploiting pre-existing knowledge’ and the 

causal approach ‘expected returns’. Passion for inventing 

positively affects the effectual approach ‘exploiting 

contingencies’, the causal approach ‘goals orientation’ and 

causation as construct, and negatively affects the causal 

approach ‘expected returns’. Passion for developing has a 

significant positive effect on using the causal approach 

‘expected returns’ and causation as construct 

(appendix 10.12).  

 Even though the relationships were in some cases not 

according to theory, the thesis showed that entrepreneurial 

passion seems to be an influencing factor in the choice between 

effectual and causal decision making processes. This gap 

between theory and practice is important to realise, as it can 

help entrepreneurs to make better decisions in their 

organisational endeavours. This is further explained in the next 

section ‘relevance’. 

6. RELEVANCE 

6.1 Academic relevance 

 Research in the field of effectuation is still 

underdeveloped and lacks an embracing theoretical framework 

consisting of all the influencing factors. Especially 

entrepreneurial passion is still a relatively new field that has not 

yet been comprehensively considered in the effectuation 

literature. Performed studies mainly relied on a broad passion 

description and scale from Vallerand et al. (2003) (e.g. Stroe, 

Parida, Wincent, 2018), whereas this thesis used the distinct 

concept and scale of entrepreneurial passion as identified by 

Cardon et al. (2009; 2013). Therefore, this research adds new 

insights into entrepreneurial passion as well as the effect of 

entrepreneurial passion on the preference for either effectuation 

or causation.  Furthermore, the study offers a necessary 

additional empirical analysis of the preference for effectuation 

amongst novice entrepreneurs (Perry et al., 2012). 
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6.2 Practical relevance 

 The thesis helps entrepreneurs in the sense of whether it is 

better to use a causal or effectual decision making process, on 

the basis of their level of entrepreneurial passion. It might be 

helpful for entrepreneurs to realise that it might be better to use 

effectuation or causation depending on whether they enjoy 

inventing, founding or developing. This might help them in the 

decision making processes of their new ventures, which 

ultimately could help them to sustain and grow their business. It 

might also be of interest to the government, incubators and 

others who support new venture creation. They could use the 

outcomes to better support entrepreneurs.  

7. LIMITATIONS AND 

RECOMMENDATIONS FOR FUTURE 

RESEARCH 

 Although the thesis has provided more insights into the 

role entrepreneurial passion plays in effectuation and causation 

theory, there are some limitations that need to be scrutinised. 

First, effectuation theory is still a relatively new field of 

research which has received criticism. In particular it is the 

theory proposed by Sarasvathy, who also defined the five core 

principles of effectuation and causation. However, as 

effectuation theory is still lacking sufficient proof (e.g. Arend et 

al, 2015), it is necessary to assemble more theoretical and 

empirical proof in order to get an ubiquitous theory. More 

research is required in terms of why, how, when and where to 

use effectual and causal reasoning.  

 This research also has its limitations with regards to the 

methodology. It is possible that the sample did not fully reflect 

the population. Via online media random entrepreneurs were 

approached, but this resulted in a low response rate. Bazaars 

were visited in which entrepreneurs’ were asked to fill in the 

survey, which constitutes almost 50% of the sample size. The 

bazaars attract a certain type of entrepreneur depending on the 

theme, which might not fully reflect the population. In the light 

of this thesis, a sample size of 81 Malaysian novice 

entrepreneurs was collected, but in order to further research the 

effect of entrepreneurial passion on effectuation/causation, data 

from more countries and more subjects should be collected. 

This study is after all solely focused on Malaysian novice 

entrepreneurs, but different settings might show different 

results.  

 Also the survey itself might have led to less optimal 

results. The survey was part of a larger research consisting of 

more scales, and did thus not only contain items related to 

entrepreneurial passion and effectuation/causation. The length 

of the survey was therefore rather long, which might have led to 

response fatigue (Bradly & Daly, 1994). For future research it 

would be wise to solely include effectuation/causation and 

entrepreneurial passion items in the survey.  

The Cronbach’s Alpha for the construct ‘causation’ showed a 

value of 0.620, lower than the minimum of 0.7. As there were 

good reasons for this lower value, the causation items were kept 

in its original state and used in the analysis. However, this 

scenario was not ideal and it might have resulted in different 

outcomes and conclusions. Therefore, future research should 

aim to assure the internal consistency of the items for causation 

(Cronbach’s Alpha > 0.7).   

  

 

 

For the entrepreneurial passion domains, it would be good to 

more closely examine why the domains have such equal means. 

Solely looking at the means, there is only a very small 

difference between the three domains. Also, looking at the 

items, there are barely numerical differences. Even though the 

factor analysis showed that the items were measuring the 

correct domain, the findings are remarkable and it says that 

novice Malaysian entrepreneurs have approximately equal 

levels of passion for inventing, founding and developing.  

 Next, as the analysis showed that some of the control 

variables influenced the dependent variable of interest, it is 

necessary to further examine the influence of these sort of 

variables. Although this study showed that the R-square in 

many cases increased significantly when the entrepreneurial 

passion domains were added to the initial model consisting of 

the control variables, it still might be that other control variables 

should be added to the model in order to assess what the effect 

of entrepreneurial passion then would be.  

 The assumptions of multiple linear regression need to be 

scrutinised. The thesis showed that generally the assumptions 

seem to be met. However, upon checking the assumptions of  

linearity and normally distributed errors, there can be discussion 

about whether the assumptions are met or violated. Therefore, 

future research should aim to further scrutinise the regression 

model in order to have a model which is proved to be valid and 

reliable. This will help to better capture the true population 

parameters. 

 Lastly, three of the four hypotheses were tested by using 

the separate principles of effectuation and causation. It is 

questionable whether these sub-dimensions are properly 

measured. Each principle is namely measured by only one 

question of the Alsos scale (2014), which has as result that the 

question might not address the core of the principle. 

Nevertheless, the current measure for the separate principles 

still gives valuable information as for whether the effectual or 

causal approach is preferred. In order to have a better measure 

for the sub-dimensions, future research should include a 

ubiquitous measurement instrument that covers the principles 

with high reliability and validity. 
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10. APPENDIX 

10.1 Sample demographics 

 

10.2. Data analysis 

10.2.1 Cronbach Alphas 

Effectuation 

 

Causation 

 

 

Passion for inventing 

 

Passion for founding 

Passion for developing 
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   10.2.2 Factor analyses  

10.2.2.1 Factor analysis effectuation/causation 
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10.2.2.2 Factor analysis entrepreneurial passion 

 

 

 

 

 

 

 

 

 

 

 



16 

 

10.3 Control variables correlation 

 

10.4 Descriptive Statistics  

10.4.1 Descriptive statistics Effectuation/Causation 

 

 

 

 

 

 

 

 

 

 

 

 

10.4.2 Descriptive statistics Entrepreneurial Passion



17 

 

10.5 Paired samples t-tests Causation / effectuation  

10.5.1 Paired samples t-test effectuation - causation 

 

 

 

 

10.5.2 Paired samples t-test effectuation_1 – causation_1 

 

 

 

 

 

 

10.5.3 Paired samples t-test effectuation_2 – causation_2 
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10.5.4 Paired samples t-test effectuation_3 – causation_3  

 

 

 

 

 

 

10.5.5 Paired samples t-test effectuation_4 – causation_4 

 

 

 

 

 

10.5.6 Paired samples t-test effectuation_5 – causation_5  
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10.6 Normality Shapiro Wilk Test for Effectuation and causation 

 

 

 

10.7 Assumptions Multiple linear regression  
 

10.7.1 Hypothesis 1 – Effectuation  
1. Linearity 
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2. Independence of errors 

 

 

 

 

 

 

 

3. Constant error variance 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

4. Normally distribution errors 
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10.7.2 Hypothesis 1 Causation  

1. Linearity 

 

2. Independence of errors 

 

 

 

 

3. Constant error variance 
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4. Normally distributed errors 

 

10.7.3 Hypothesis 2 – Effectuation  

1. Linearity 

 

  

 

 

 

 

 

 

 

 

 

 

 

     Independence of errors 
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Constant error variance 

 

Normally distributed errors 

 

 

10.7.4 Hypothesis 2 – Causation  

1. Linearity   
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2. Independence of errors  

 

 

 

 

3. Constant error variance 

 

 

 

4. Normally distributed errors 
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10.7.5 Hypothesis 3 – Effectuation  

1. linearity  

 

 

2. Independence of errors 

 

 

 

3. Constant error variance 
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4. Normally distributed errors 

 

 

10.7.6 Hypothesis 3 – Causation  

1. Linearity 

 

 

 

  

2. Independence of errors  
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3. Constant error variance 

 

4. Normally distributed errors 

 

 

10.7.7. Hypothesis 4 – effectuation  

1. Linearity 
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2. Independence of errors  

 

 

 

 

3. Constant error variance 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

4. Normally distributed errors  
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10.7.8 Hypothesis 4 – Causation 

1. Linearity 

 

 

2. Independence of errors  

 

3. Constant error variance 
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4. Normally distributed errors 

  

 

 

10.8 Influential cases 

10.8.1 Hypothesis 1 effectuation 
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10.8.2 Hypothesis 1 Causation 

 

 

10.8.3 Hypothesis 2 – Effectuation 
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10.8.4 Hypothesis 2 – Causation 

 

10.8.5 Hypothesis 3 – Effectuation 
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10.8.6 Hypothesis 3 – Causation 

 

10.8.7 Hypothesis 4 – Effectuation 
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10.8.8 Hypothesis 4 – Causation 

 

10.9 Outliers 

10.9.1 Hypothesis 1 – Effectuation  
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10.9.2 Hypothesis 1 - Causation 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

10.9.3 Hypothesis 2  - Effectuation 
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10.9.4 Hypothesis 2 – causation 

 

 

10.9.5 Hypothesis 3 – effectuation 
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10.9.6 Hypothesis 3 - causation 

 

10.9.7 Hypothesis 4 - Effectuation 
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10.9.8 Hypothesis 4 – causation 

 

 

 

10.10 Initial hierarchical linear regression models – before assumptions checking 

10.10.1 Hypothesis 1 – Effectuation 
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10.10.2 Hypothesis 1 - Causation 
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10.10.3 Hypothesis 2 Effectuation 

 
 

 

 

 

 

10.10.4 Hypothesis 2 - Causation 
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10.10.5 Hypothesis 3 - Effectuation 
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10.10.6 Hypothesis 3 - Causation 
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10.10.7 Hypothesis 4 - Effectuation 

 

 

 

 

10.10.8 Hypothesis 4 - Causation 
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10.11 Hypothesis testing after assumptions checking and removal of influential cases 

10.11.1  Hypothesis 1 - effectuation 
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10.11.2 Hypothesis 1 - causation 
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10.11.3 Hypothesis 2 – effectuation 

 

 

10.11.4 Hypothesis 2 – Causation
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10.11.5 Hypothesis 3 - effectuation 
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10.11.6 Hypothesis 3 – causation 
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10.11.7 Hypothesis 4 – effectuation 

 

 

 

 

 

10.11.8 Hypothesis 4 - Causation 

 



50 

 

 

 

10.12 Overview predicting variables  
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  10.13 Correlations 
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10.14 Entrepreneurial Passion items 

 

  

Passion for inventing It is exciting to figure out new ways to solve unmet market needs that can be 

commercialized. 

 

Searching for new ideas for products/services to offer is enjoyable to me. 

 

I am motivated to figure out how to make existing products/services better. 

 

Scanning the environment for new opportunities really excites me. 

 

Inventing new solutions to problems is an important part of who I am. 

Passion for founding Establishing a new company excites me. 

 

Owning my own company energizes me. 

 

Nurturing a new business through its emerging success is enjoyable. 

 

Being the founder of a business is an important part of who I am. 

Passion for developing  

I really like finding the right people to market my product/service to. 

 

Assembling the right people to work for my business is exciting. 

 

Pushing my employees and myself to make our company better motivates me. 

 

Nurturing and growing companies is an important part of who I am. 
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