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l ABSTRACT

Objective: the present research aims to understand the role of behavioral
biases present in the investment decision in entrepreneurs and managers,
in the light of the behavioral finance. Theoretical approach: Considering
that non-financial aspects influence the decision making of investments in
real assets, the present research focuses on how individual characteristics,
notably behavioral biases, can affect these investment decisions, from the
perspective of Behavioral Finance. Method: a qualitative research was
developed. Interviews were held with eight managers or entrepreneurs who
usually make investment decisions in real assets within their organizations.
Interviews were transcribed and content analysis was used to analyze the
data. Results: findings suggest the presence of behavioral biases in the
decision-making presented by the interviewees, specifically the optimism
and overconfidence, loss aversion, self-attribution, sunk cost, endowment
effect, regret, conservatism, and external agent effect. Optimism,
overconfidence, and loss aversion were present in all the interviewees’
speeches. Regret and external agent effect emerged in entrepreneurs’ speech
while conservatism bias emerged in the speech of managers. Conclusions:
entrepreneurs and managers indistinctly presented behavioral biases;
however, the triggers for those biases are diverse. When it refers to
insecurity in deciding, entrepreneurs allow themselves to question their
own decision-making ability, by either regret or consulting an external
agent, while managers hold themselves in conservative decisions.

Keywords: behavioral biases; decision-making process; qualitative research.
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H RESUMO

Objetivo: a presente pesquisa visa a compreender o papel dos vieses
comportamentais presentes na decisao de investimento em empreendedores e
gestores, 2 luz das financas comportamentais. Marco tedrico: Considerando
que aspectos ndo financeiros influenciam a tomada de decisao de investimentos
em ativos reais, a presente pesquisa se concentra em como as caracteristicas
individuais, notadamente os vieses comportamentais, podem afetar essas
decisoes de investimento, sob a perspectiva das Financas Comportamentais.
Meétodo: desenvolveu-se uma pesquisa qualitativa. Foram realizadas entrevistas
com oito gestores ou empreendedores que costumam tomar decisoes de
investimento em ativos reais dentro de suas organizagbes. As entrevistas
foram transcritas e a andlise de contetido foi utilizada para analisar os dados.
Resultados: os resultados sugerem a presenca de vieses comportamentais na
tomada de decisio apresentados pelos entrevistados, especificamente otimismo
e excesso de confianca, aversio & perda, autoatribuicio, sunk cost, efeito
dotagio, arrependimento, conservadorismo e efeito agente externo. Otimismo,
excesso de confianca e aversio a perda estiveram presentes em todas as falas
dos entrevistados. O arrependimento e o efeito do agente externo emergiram
no discurso dos empresdrios, enquanto o preconceito do conservadorismo
emergiu no discurso dos gestores. Conclusées: empreendedores e gestores
apresentaram indistintamente vieses comportamentais no processo decisdrio,
mas os gatilhos para esses vieses sio diversos. Quando se trata de inseguranca
para decidir, o empreendedor se permite questionar sua propria capacidade
de decisao, seja por arrependimento, seja por consulta a um agente externo,
enquanto os gestores se mantém em decisdes conservadoras.

Palavras-chave: vieses comportamentais; processo de tomada de decisdo;
pesquisa qualitativa.
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Behavioral biases and the decision-making in entrepreneurs and managers

F. C. Nobre, M. J. de C. Machado, L. H. N. Nobre

INTRODUCTION

The investment decision-making process in a
corporate level is quite complex and many theories try to
explain how such decision can be taken to achieve the best
outcome possible. Financial literature theories have been
showing the evolution of the subject and, nowadays, there
are two different trends that are considered complementary
by some authors: the traditional finance theory and the
behavioral finance theory (Iquiapaza, Amaral, & Bressan,
2009). These theories diverge on the boundaries of
rationality of economic agent when deciding, and those
divergences originate when Smith (1776) first presents this
seminal idea analyzing the market dynamics.

Behavioral finance studies the cognitive effect on
decision-making, an effect ignored by the classic financial
theories (Baker, Kumar, & Singh, 2018; Lobao, 2012;
Macedo, 2003). While cognitive effects facilitate decision-
making on the one hand, they are subject to biases,
systematic and unintentional deviations from judgment
caused by individual decision-maker behaviors that overlap
with expected rational behavior. To explain those systematic
deviations, there are several cognitive biases related to
mental shortcuts (mental structures) pointed out by the
literature (Camerer, Loewenstein, & Prelec, 2005).

The systematic incidence of rationality deviations
can occur both in individual and corporate investment
decisions. Those bypasses affect, in the long run, the alleged
efficiency in the market proposed by models based on
perfect rationality and provoke heterogeneous behaviors of
agents, as some of them will consider their values, beliefs,
cognitive and emotional elements when deciding (Lobio,
2012). The economic agent’s behavioral evidence on
investment decision-making is hard to explain and must
be considered (Macedo, Kolinsky, & Morais, 2011), being
relevant studies in this area in the finance and business
markets.

Aspects  connected to  the decision-maker
characteristics are already acknowledged as determinants
of the decision-maker’s behavior when making decisions
(Baker & Wurgler, 2013; Kahneman & Tversky, 1979;
Malmendier & Tate, 2005; Thaler, 1999; Tversky &
Kahneman, 1974). Specifically on financial decisions in
companies, research has highlighted personal characteristics
of the decision-makers in non-financial investments. Some
examples of research that consider the individuality of
the manager in the financial decision-making process in
companies are: Bradrania, Westerholm, and Yeoh (2016),
who developed a study to investigate the effect of CEOs’
behaviors in corporative investments; Liang and Reiner
(2009), who researched the behavioral influence on financial
decisions in low carbon plants, analyzing the effect of the
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institutional structure as well as the manager’s behavior; and
Baker, Kumar, and Singh (2018), who analyzed the effect of
behavioral biases in SME owners’ decision-making.

Astebro, Jeftrey, and Adomdza (2007) identified
that managers biased by optimism attract financing and
other important resources for the venture. Findings of
Gudmundsson and Lechner (2013) highlighted that
entrepreneurs biased by optimism and by the overconfidence
contribute to the opening of new ventures, showing that
biases can carry out an effective role in the management of
an organization. However, it must be considered that some
biases, such as optimism and overconfidence, can lead the
manager to make riskier decisions than the organization
can hold (Koellinger, Minniti, & Schade, 2007) and, by
that, incur in returns below the expectations or even losses
for the company and its stockholders.

Therefore, the decision-making influenced by
behavioral biases within a business world becomes complex
due to the limitation of the managers decision process,
as well as the environment that surrounds them. In other
words, the limitation of market information allied to
the need for a fast decision can lead managers to make
decisions based on their beliefs (heuristics) and, therefore,
make wrong decisions that, within the business field, can
financially jeopardize the company, as the studies by Agnew
(2006) and Shore (2008) substantiate.

Even though behavioral biases have been studied in
the investment decision-making context in companies, few
studies have focused on the roles of the decision-maker:
considering the agency theory, being either an owner
(therefore, principal) or being an agent should lead to
different decisions as they diverge in difference in priorities
and interests. In that matter, developing a qualitative
research might provide a potential understanding as to why
the decision-making may shift. Few qualitative studies have
been developed to date: when developing a qualitative study
about the investment behavior of women entrepreneur,
Kappal and Rastogi (2020) acknowledged the scope for
research to analyze the behavior of decision-makers using
primary data. Besides their work, which focused on the
gender of the decision-maker, those authors also cited a
qualitative study about psychological biases in individuals’
financial investment behavior.

Considering the problem presented about the
manager and the influence of behavioral biases in
the decision-making of investments in real assets, the
following research problem arises: “How behavioral biases
affect the decision-making process of investment in real
assets in entrepreneurs and managers?” To answer the
presented question, the objective of the current research
is to understand the role of behavioral biases present at
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the decision-making process of investment in real assets,
considering the behavioral finance theory.

LITERATURE REVIEW

Decision-making in investments

The decision-making in the business world is not
simple, once there are the organization’s inner and outer
factors that force them to adapt or foresee opportunities
evinced by the market, implicating assertive decisions
so organizations can survive in a dynamic environment.
Therefore, the management must be prepared to interpret
such factors and, from this starting point, make decisions
that will contribute to the development and growth of the
organization.

In doing so, understanding the nature of the
decision is necessary for the managers comprehend the
outer and inner factors differently, whether working in
various companies or in only one. This variation on the
market understanding mainly happens when it comes to
crisis and market opportunity (Dutton, 1993; Krueger Jr.,
2000). An example of understanding of these factors, when
managers see the same situation in different ways between
organizations, is in the elaboration of the capital budget —
in other words, in investment in real assets proposals.

A capital budget decision, that is, an investment
project, is a concrete mark of the pursued strategy. When
the individual decides for the acquisition of equipment, a
brand, or a real asset substitution, he believes the projections
of the cash flow compensate the amount invested and the
consequent risk. Therefore, decision-making in real assets
becomes even more complex once it always finds room for
various interpretations about existent alternatives (Maritan,
2001) in a competitive environment that demands fast and
assertive decisions (Hough & White, 2003).

Going beyond the traditional viability analysis,
Lima, Yu, Silveira, and Santos (2016) point out that the
decision-making varies between objective and measurable
approaches and subjective and intuitive approaches, and
the degree of use of each approach is determinant to the
decision process. The authors attest that every decision has
a subjective judgment and, therefore, cannot be taken apart
from the decision-making. This is a position that converges
with that of other authors who consider that personal
values and individual consideration are important factors
for decision-making (MacCrimmon & Wehrung, 1990).
However, subjectivity in the decision-making is adamant to
the principles of behavioral finance.

The effect of subjectivity in the building of the capital

budget begins with the projects proposal, once ongoing
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projects already executed or aimed by the competition
can be proposed and, therefore, the company would not
look after more profitable alternatives (Lima, Yu, Silveira,
& Santos 2016). This fact is called availability heuristic in
behavioral finance.

Another fact pointed by Lima et al. (2016) is related
to representative heuristics, that is, managers can elaborate
superficial analysis based on a sole setting, disregarding other
possibilities in the cash flow generation capacity. This can
impact the NPV and IRR calculation; making a decision
based on superficial numbers can lead to a decision error.

The role of the decision-maker in
investments decisions

There are non-financial aspects that influence the
decision-making of investments in real assets that are not
usually considered by the normative model of traditional
finance. Schneider and Meyer (1991) itemize three factor
categories that influence the decision-making process: (a)
individual characteristics and group dynamics; (b) internal
context of the organization; and (c) environmental factors.
About the internal context quoted by the authors, Pettigrew
(1990) deepens the discussion and adds that the nature of
the decision-making process must be considered. Internal
context of organization and environmental factors, while
determinants for the decision-making context, are not the
scope of this study.

As for individual characteristics and group dynamics,
Papadakis, Lioukas, and Chambers (1998) developed a
model of factors that influence the strategic decision-making
process to the board of directors and CEOs. This model
highlights the dimensions of the decision-making process
and the specific characteristics of the decision and emphasizes
that the CEO’s personality, that has as a characteristic the
tendency to take risks, the level of the manager’s education,
the aggressiveness, and the achievement need influence the
decision-making. Regarding the board of directors, the
model shows that the education level and the aggressive
philosophy of its members influence the decision-making
process. Consequently, the authors finish with the context
analysis of the external environment (heterogeneous,
dynamic, and hostile) and internal (internal characteristics
of the companies, business performance, corporate control,
type of property, and company size). However, the model
presented does not make clear if the best decisions are
made by the CEOs or the board of directors; or if there is
a predominance of individual decisions or group decisions.

In this discussion about the quality on decision-
making (individual or group), finance literature emphasizes
that research on group decisions have evolved significantly
over the last years and that the more relevant decisions on
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the companies economic and financial policy are made
by groups, because they are prone to make more rational
decisions if compared with individual decisions (Charness
& Sutter, 2012; Kugler, Kausel, & Kocher, 2012; Meub &
Proeger, 2018).

Although financial literature emphasized that
decisions made in group have as their objective to diminish
cognitive and emotional limitations of individual decisions
and tries to align to the three principles described by Fama
(1970) about efficient market, it neglects the heuristics in
group decisions in the context of experimental economic
research (Meub & Proeger, 2018).

For that matter, Kugler, Kausel, and Kocher (2012)
raise doubts about the effectiveness of the group decision-
making, i.e., if it is freer from cognitive and emotional
effects than individual decisions. However, to some biases,
group decisions are less tendentious, as in the retrospective
bias case (Stahlberg, Eller, Maass, & Frey, 1995) and the
overconfidence bias (Sniezek & Henry, 1989). Hinsz and
Indahl’s (1995) findings about anchorage in legal judgment
decisions report that the legal judgments are influenced
by anchors, making no difference in the cognitive and
emotional influences on individual decisions.

METHODOLOGY

Research paradigm

The design of scientific research tries to establish
connections between plans and structure in which the
research problem was conceived and, thus, fundament the
answer to such problem (Cervo, Bervian, & Silva, 2007).
This work is guided by social construction, which tries to
explain how people perceive, describe, and/or experiment
with the world around them, including themselves (Crotty,
1998; Gergen, 2009). The authors discuss how managers
and entrepreneurs perceive the organization’s internal
and external environments, how they describe situations
experimented within a given environment, and, finally,
how managers experience these changing effects in the
business environment within their daily lives. Thus, the
research tries to analyze how managers behave and relate
with the business world in an external, market way and in
an internal, individual, and everyday way.

This work can also be classified as interpretivist,
as it is dedicated to the interpretation of the individual
perceptions over the investment decision-making on real
assets and how such decisions influence the social context
in which each entrepreneur/manager and their companies
are located. This approach converges with Crotty (1998)
and Merriam and Tisdell (2015) ideas, who explain that
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the interpretative approach can be considered as a search of
cultural and historical interpretations related to social life.

Research methods

The approach of this work is qualitative, considering
both data collection and data analysis. The technique used
for data collection was a semi-structured interview, and data
analysis was supported by content analysis (Bardin, 2011).
Data obtained through interview can produce a mapping
of practices, values, beliefs, as well as a classification system
to help the participants’ speech interpretation (Duarte,
2004). The semi-structured interview is suitable for this
research, as it allows the interviewees to expatiate on the
subject according to their lived experiences, enabling these
answers to be spontaneous and free (Lima, Almeida, &
Lima, 1999). It depends on the researcher to conduct the
interview according to the research’s objectives, listening
attentively the answers and avoiding that the interviewee
speech diverges from the subject. The data obtained
through such technique is adequate to the interpretive and
constructivist purposes of this work.

Regarding the data analysis, the content analysis
technique was used, allowing the researchers to code and to
infer from the transcriptions of the interviews. Schwandt
(2007) states that contemporary forms of content analysis
are adopting interpretive analysis and qualitative practices,
being an effective way of identifying and organizing text
data and offering a good opportunity for the researcher
to know how the participants see their social world (Berg,
1989). The steps of the technique are the categorization of
the interview body according to theories about the research
subject; the identification of words or phrases more often
repeated; and the interpretation of the speeches. Bardin
(2011) understands that the content analysis is a group of
techniques that tries to obtain quantitative and qualitative
indicators and allows to make knowledge inferences over
the communication analysis.

The content analysis technique was suitable to
this research, once it enabled the categorization of each
dimension researched according to literature, as well as
the identification of the routine words of the respondent,
which helped in the categorization and data analysis and,
finally, in the interpretation of the speeches, that allowed
the data inferences about the factors (determined by the
research) that influence the decision-making in real assets.

For Bradshaw and Stratford (2010), to ensure
rigor in qualitative research, it is necessary to establish
trustworthiness. For those authors, one of the strategies
to ensure trustworthiness is to involve the interpretive
community since the early stages of the research, assessing
from the research design and schedule until the results. In
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the present study, the interview schedule and coding were
assessed and validated by three field experts, scholars with
doctorate in business with common area of interest.

Interview schedule

The elaboration of the interview schedule was based
on Merriam and Tisdell (2015). The authors explain that
all the questions must be used with flexibility, aiming
to facilitate the respondent understanding and to reach
the research’s goals. Open-ended questions were made,
addressing examples of past investments. From the six
types of questions for an interview suggested by Patton
(2015), the questions can be categorized as experience
and behavior questions — that address what was the
participant’s role in a decision, what did he do or not;
opinion and values questions — relating to how the
participant considers the results, the decision-making
process; and feeling questions — related to the affective
dimension of the respondent. Those questions intended
to bring elements of behavioral biases, both cognitive and
emotional, in the decision-making process. Background/
demographic questions were made to describe the
particular demographics (age, education, number of years
in the job) of the participants.

Table 1. Research participants.

F. C. Nobre, M. J. de C. Machado, L. H. N. Nobre

Participants

The interviewees are executives, entrepreneutrs,
and managers. The inclusion criteria for the selection
of individuals were related to the authority to make the
company’s investment decisions. The group of interviewees
was defined according to their availability to be interviewed.
The process of selecting the participants was held to maximize
the variability of speech and, therefore, managers were
chosen with particular social and historical characteristics
that could lead to different speeches. The definition of the
number of interviewees came from the perception of data
saturation. Pires (2008) points out that the analysis by
contrast-saturation allows the accretion and comparison of
cases. The advantage of this kind of selection is the creation
of models that do not require representativeness of the
population; however, it excels in a careful and controlled
choice of individuals who have the specified characteristics
in the research problem.

According to Guest, Bunce, and Johnson (2000),
saturation is obtained around six to twelve participants,
because in this numbers is presented the entire researcher’s
targeted theme, as well as the data repetition — in other
words, saturation. In this research, the saturation point
was reached after seven interviews. However, the eighth
interview was scheduled, and it was held. The overview of
the research participants is shown in Table 1.

Participant Gender Age Education Position Business
1 PART1 M 43 Graduate General manager Salt extraction
2 PART2 M 54 High school Entrepreneur Pulp industry
3 PART3 M 56 Graduate Director Industrial automation
4 PART4 M 36 Graduate General manager Food and beverages
5 PART5S M 55 Master Director Energy (oil)
6 PART6 M 45 Graduate Entrepreneur and partner Food and beverages
7 PART7 F 26 Undergraduate Entrepreneur and partner Grain processing
8 PARTS M 29 Master Entrepreneur and partner Food and beverages

Each respondent was identified by labels to enable
categorizing the text data for the content analysis. The
identification label was used for depersonalizing the
respondents and it was composed by ‘PART” and a sequential
number.

Data collection

The first contact with the participants was made
through phone call, when the research objectives and
procedures were explained, as well as the confidentiality of
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information related to the disclosure of the respondent and
companies names. The names of participants and companies
were suppressed, and a consent term was signed in which the
researcher pledged not to disclose the interviewees names.

Data collection took place before the COVID-19
pandemic. The interviews were conducted in appropriate
rooms, with the presence of only the researcher and the
interviewee, and the average duration of the interviews was
56 minutes. In two interviews, it was mandatory to send the
interview schedule before so the interviewee could read it
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and decide to accept or refuse to be part of the research. The
interviews were held in person and were recorded with the
respondent’s due consent.

Data coding

The interviews were fully transcribed, and the text
files were imported into the software NVivo® v. 11. The

Table 2. Codebook for behavioral biases.

software was used for organizing, managing, and coding
data, as well as for generating maps for grouping the
results for interpretation. The next step was identifying
meaningful text segments, the units of data (Merriam &
Tisdell, 2015), that were related to behavioral biases present
in investment decision-making. The units of analysis were
coded as shown in Table 2.

Codes

Description

Conservatism

Endowment effect
External agent effect
Loss aversion

Optimism and
overconfidence

Participants attach to a position related to an investment and they would not change it even when they are presented with
information that is contradictory to their original position

Participants show evidence of a skewed perception of the value of an investment depending upon whether they own it or not
Participants overrate consultants’ or others’ opinions about the decision to be made

Participants expressed the long grief of losses in opposite for short celebration of positive outcomes

Participants overrate their abilities in decision-making and/or foresee positive outcomes for their decisions

Regret Participants relate regret on missing an investment opportunity because of the fear that the decision will turn out to be wrong

Self-attribution
external sources, or to bad luck

Sunk cost

Participants emphasize their roles in the good results of investments made as they attribute negative outcomes to others, to

Participants show evidence that they still allocate resources on investments with low return or negative outcomes

FINDINGS

Data revealed the behavioral biases in the participants’
speeches: optimism and overconfidence, aversion to loss,
and self-attribution are biases manifested in almost all the
individuals of this research. Sunk cost, regret, conservatism,
endowment effect, and external agent effect were also
identified in the participants’ speech.

Optimism and overconfidence relate to the co-
occurrence of the optimism bias and the overconfidence
bias. Both biases overlapped at the situations reported by the
interviewees. These two biases are often studied and analyzed
as a whole in the financial literature (Baker et al., 2018;
Barros, 2005; Weinstein, 19805 1982), because they are close
in meaning. Only the interviewee PARTS8 did not present
signs of optimism/overconfidence. Observing the speeches’
transcription, it was noticed this bias presence on the real
assets decision-making, especially in equipment acquisition
and in the market analysis. Excerpts like “my endorsement,”
“I always made and still make rentable investments,” “I don’t
use technique to evaluate if the investment is profitable,”
appeared during the interviews, characterizing the bias in
relation to overestimating future prediction not considering
what reality allowed (Lobao, 2012; Tversky & Kahneman,
1974), which is consistent with Baker et al. (2018). The
reports emphasize the optimism bias in relation to the
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individuals’ capacity to overestimate the reality that they
consider favorable, as well as not considering the unfavorable
events in their analysis (Lovallo & Kahneman, 2003).

Managers PART1, PART3, PART4, PART5 and
entrepreneurs PART6, PART7, and PARTS8 presented
signs of the self-attribution bias in their speeches. The bias
was not found in the individual entrepreneur’s (PART?2)
speech; even though he could blame some external factor
for the negative outcomes, this bias did not emerge in his
discourse. The excerpts from interviews of both managers
and entreprencurs reveal self-attribution bias regarding the
positive results obtained through new investment or a new
process deployed. The positive aspect of this bias emerges in
terms such as “due to my persistence,” “I created ...,” “I was
able to get a higher yield, an increase in sales,” among others,
showing that positive outcomes were attributed to whom
made the decision.

Considering the aspect related to the imputation of
negative results to others, one can also identify the presence
of self-attribution in the interviewees’ reports. Quotes from
entrepreneurs PARTG6, PART7, and PARTS reveal that,
although there is the attribution of wrong decisions to
another associate or to the “consensus,” further consideration
of these results was superficial for not “interfering in the
partnership,” because “this could cause a commotion.”
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Regarding managers, decisions with negative outcomes were
usually attributed to the team.

The loss aversion bias relates to the feeling of loss and
earnings of the managers. In the speech of the entrepreneurs,
it is noticeable that even presenting the loss aversion bias,
they search for new investment opportunities, new projects,
because they state that the market is dynamic and, thus, they
“do not take long celebrating positive results.”

On the other hand, when the results of an investment
cause loss or do not bring the result expected, the individuals
stated that these results “mark their memory and careers,”
because what remains evident is the failure, frustration,
loss of personal reputation, time, and capital. There was a
convergence of statements about the feeling of loss lasting
longer because it is difficult to recover from a loss of invested
capital and because it can lead to the company bankruptcy.

In order to characterize the presence of sunk cost bias,
excerpts of the interviews that reveals the acquisition and/or
substitution of real assets that failed to achieve the desired
outcome were analyzed: “[the investment] hasn’t paid back
yet but there is still hope to recover and that is why we keep
it.” When the decision was to keep the investment, spending
financial resources in their maintenance, the presence of the
bias was positive. In the speech of the manager PART1, and
entrepreneurs PART2 and PART7, the presence of sunk cost
bias was clear. From the excerpts, it was noticed that the losses
of investments poorly planned create a discomfort for the
individuals that made the decision.

The endowment effect refers to the decision-making of
real assets when the individual attributed a value to the asset
and then, when deciding to discard it, would have difficulty
in selling because he feels somehow attached to it. An example
of this bias is “we plan to sell these obsolete assets and we try
to sell them at a price above the market and we don't always
succeed, but we always try.” Participants PART4 and PART8
presented the endowment effect bias, and they apparently do
not see the contradiction of overpricing an obsolete asset.

The conservatism bias refers to the way in which the
decision-maker makes a change caused by the appearance
of new information. According to this bias, the manager is
even willing to make an adaptation to the new configuration;
however, he will do it slowly, due to the commitment with the
past and the resistance to change. It emerged at the reports
of managers PART4 and PARTS, when they were asked
about past investments that did not work out as predicted.
In PART4’s speech, it was noticed that the decision-making is
no longer agile, due to group decision-making. Even though
PART4 is the CEO, he shows caution when deciding (Lobao,
2012; Ritter, 2003; Shiller, 2005), because the company
has many stockholders, and he reports that he feels more
comfortable when sharing the responsibilities of the decisions

taken: “you have to be more conservative at some point because
you are not making the decision all by yourself.” Observing
PARTS’s speech, it is noticeable that the company made slow
changes and was attached to projects that presented loss, and
that it wanted to maintain them in order to turn them into
profitable projects.

The regret bias aims to emphasize the regret of the
individual when decisions that should be made on a given
moment were not made. At the present moment, there is the
perception that such decisions would present positive results.
This bias emerged in the research made from the reports of
entrepreneurs PARTG6 and PARTS, who presented signs of
regret from decisions that could have been made and that
would have affected, in a positive manner, the company’s
profits. An example of a unit of analysis that reveal the regret
bias was “you are terrified to make an investment and you do
not have the expected return.”

Lastly, the external agent effect is about the influence
external agents have at the decision-making. The decision-
maker only decides over some investment after consulting an
external agent, in this case, a consultant. The effect of this
decision is an excessive value of the external agent’s decision;
however, this decision’s risk keeps belonging integrally to the
company. Entrepreneurs PART2 and PART6 showed the
presence of the external agent effect. It is noted that there is a
dependence on the external agent’s opinion about investments
in real assets, even though they state they are making the
decisions: “I'm the one who decides to buy any equipment,
but I always consult the Sao Paulo people [consultants] about
the best option.” The external agent appears as confirmer of
what the individual should decide, even though the agent
does not share the risk or the responsibility of the outcome
of such decision.

DISCUSSION

Kahneman and Tversky (1979) comment that, in
behavioral finance theory, biases are systematic deviations
that do not happen randomly; they appear in a large number
of people. In the systematic review realized by Calzadilla,
Bordonado-Bermejo, and  Gonzdlez-Rodrigo  (2020),
overconfidence, conservatism bias, loss aversion, self-
attribution, regret bias, and endowment effect figure amidst
the biases most associated with behavioral finance. In the
present study, sunk cost bias and external agent effect also
were identified in the investment decision-making. Figure 1
shows this research’s interviewees and their relationship with
the three biases: optimism and overconfidence, loss aversion,
and self-attribution. The figure also emphasizes the influence
by at least two out of the three biases on decision-making,
which is compatible with the behavioral finance idea that the
biases occurrence is systematic.
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Figure 1. Biases in common: Optimism and overconfidence; loss aversion;

and self-attribution.

Data corroborate Cassars’ (2010) findings that
optimistic forecasts of entrepreneurs are exacerbated by
the fact that “predictions are anchored on plans in which
individuals have a vested interest” Overconfidence and
excess of optimism were also linked to experience (PART1),
to previous performances (PART2), and to the illusion
of control (PART4). PART3’s speech did not reveal any
reason or justification for those biases. The co-occurrence of
illusion of control and excess of optimism was reported by
Simon, Houghton, and Aquino (2000): facing uncertainty,
entrepreneurs convince themselves that they can control and
predict the outcome of their investments. Kartini and Nahda
(2021) also reported that overconfidence and optimism
significantly affect the investment decisions and relate both
biases to the illusion of control and illusion of knowledge.
For Butt, Jamil, and Nawaz (2015), overconfidence bias
was not related as a significant characteristic of entrepreneurs,
corroborating the current finding that this bias is also found
in managers.

Through the self-attribution bias, one seeks to analyze
the evidence that individuals attribute the decisions with
positive results to themselves and the wrong decisions to others,
whether by chance, bad luck, or some external factor that he
honestly thinks is the cause of the negative outcome resulting
from the wrong decision (Doukas & Petmezas, 2007). From
all the participants, only the individual entrepreneur did not
associate good performance with his decisions, maybe because
he is the only decision-maker at the company. The segments
analyzed reveal that participants attribute to themselves a
judgment ability to decide over investments in real assets
superior to their peers, as the findings of Doukas and Petmezas
(2007) and Lybby and Rennekamp (2012). The findings are
also aligned with Baker et al. (2018): when studying behavioral
biases in SME owners, those authors found that those owners
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attribute success more often to internal factors, while poor
performances are attributed to external factors. Furthermore,
the co-occurrence of self-attribution and overconfidence in the
individuals also corroborate the findings of Mushinada and
Veluri (2019), who found a significant positive covariance
between those biases, and they both arise with the extent of
uncertainty (Mushinada & Veluri, 2020).

The loss aversion bias was the only one manifested by
all participants, and it corroborates the findings of Baker et al.
(2018) and Kartini and Nahda (2021). This is an emotional
aspect and concerns the individuals who react more to the
pain of loss than to the benefit of the earn (Hardin & Looney,
2012; Shafir, Diamond, & Tversky, 1997; Thaler, Tversky,
Kahneman, & Schwartz, 1997). Managers and entrepreneurs
state that the earning is projected and, when it is obtained,
it generates a feeling of well-being, revealing the business
efficiency (Hardin & Looney, 2012; Shafir et al., 1997;
Thaler et al., 1997). Other factor to be considered refers to
the loss aversion of managers and entrepreneurs, that is to say,
managers understand that aversion to loss does not only apply
to unsatisfactory liability or turnover to the company, but also
to the matter of the impact that the investment can bring to
their careers and reputations. To entrepreneurs, loss aversion
can be characterized as loss of competitiveness and, ultimately,
the deterioration of personal assets.

The other biases present in the study were not manifest
in all participants. Figure 2 exposes the participants who
presented the following biases: sunk cost bias, endowment,
external agent effect, regret, and conservatism. Those biases
appear to be responses to negative outcomes from past
decisions, whether maintaining those investments, fearing to
make new investments and regretting not making them in
the future, or not changing positions in the presence of new
information.
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Figure 2. Sunk cost bias, external agent CH:CCt, regret, endowment CH:CCt, and conservatism effect.

Sunk cost bias was manifest in investments’ decision-
making process, corroborating the findings of Long,
Nasiry, and Wu (2020) that decision-makers show a strong
tendency to delay project termination. Participants tried
to recover from investments losses incorporating them to
new investments or solving them on routine results of the
company, as predicted by Arkes and Blumer (1985). There
are signs that these loss incorporations in new investments
are connected to the individual’s personal responsibility,
in the sense of causing a positive feeling that justifies the
discomfort brought by the lost investment (Schaubroeck
& Davis, 1994). When questioned about past investments,
managers PART3, PART4, PARTS5 and entrepreneurs
PART6 and PARTS presented signs of a behavior aligned
to the rational finance theory in relation to the decision-
making of not incorporating loss costs in new investments,
thus not harming the evaluation of these new investments.

Their reports reveal that decision-makers, knowing
the equipment situation, hamper their sell in relation to
establishing prices above market, or ‘interest values.” Such
fact supports Thaler’s (1980) findings, that an individual
understands the difference between the effective good cost
and the opportunity cost; in other words, he tries to obtain
an earning in the act of selling the good because he knows
its properties and, thus, hampers the sell until getting the
desired value.

Even though PART4 is the CEO, he overcares
when deciding, avoiding disruptive changes (Lobao, 2012;
Ritter, 2003; Shiller, 2005), because the company has many
stockholders, and he reports that he feels more comfortable
when sharing the responsibilities of the decisions taken.
Observing PARTS’s speech, it is noticeable that the
company made slow changes and was attached to projects
that presented loss, and that it wanted to maintain them in
order to turn them into profitable projects. These findings go
against Hirshleifer’s (2001) research, once the management,
even having the data that show that the investment presented
loss, continued to invest and, in this manner, increased the
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conservatism bias effect. It is important to notice that the
new administration does not promote these changes in a fast
pace and, thus, does not eliminate this bias according to the
participant’s speech.

In these entrepreneurs” speeches, one can notice that
investments that could have been made in the past but were
not made, and that after a while proved to be profitable,
made managers regret not having invested (Shefrin, 2002).
Another important factor lies in the speech of PARTS, as it
shows that if an investment brought loss, it implies that the
entrepreneurs are wary about making another investment,
validating  Bailey’s and Kinersons (2005) findings,
connecting this bias to risk tolerance.

From this last group of biases, both regret and external
agent effect show that even though entrepreneurs’ behavior
is imbued with overconfidence, they seem to doubt their
own ability in past or current decision-making processes.
Conservatism, which appeared only in managers’ speeches,
reveals a sense of insecurity, as they suggest a hesitation in

taking a risk.

In Shepherd, Williams, and Patzelt’s (2015) review of
entrepreneurial decision-making, they state thatstudies found
that entrepreneurs are more biased than non-entrepreneurs
are. They report, for instance, that entrepreneurs are more
optimistic and overconfident. The current research did not
intend to measure or quantify the effect of behavioral biases
in investing, but instead, it intended to detect the presence
of those biases in decision-makers.

CONCLUSIONS, IMPLICATIONS,
LIMITATIONS, AND FUTURE RESEARCH
DIRECTIONS

The investment decision-making in real assets
requires a consistent set of information, technical studies,
risk evaluations, formulations of financial and economical
settings, etc., so the mentioned investment can bring the
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desired outcome. However, the investment decision-making
is not only made by objective factors, as the ones mentioned
above, which, by being elaborated, imply the guarantee
of the planned result. Besides the objective factors, the
individual’s subjectivity influences investment decision-
making. The literature emphasizes that such factors influence
the decision-makers and the results of the investments they
plan. Consequently, this research tried to enlighten the
relation between behavioral bias and decision-making.

For that matter, the objective of understanding the
effects of behavioral biases present in investment decision-
making in real assets in entrepreneurs and managers was
achieved. The results emphasize that there are signs of
behavioral biases influencing investment decision-making in
real assets, when the decision-maker is either an entrepreneur
or a manager.

Implications

The present study is theoretically valuable for
exploring the understanding of investment decision-
making by the perspective of biased individuals as it
highlights the indistinctly presence of behavioral biases in
both entrepreneurs and managers. However, the triggers
for those biases are diverse: when it refers to insecurity in
deciding, entrepreneurs allow themselves to question their
own decision-making ability, by either regret or consulting

REFERENCES

Agnew, J. R. (2006). Do behavioral biases vary across individuals?
Evidence from individual level 401(k) data. journal of
Financial and Quantitative Analysis, 41(4), 939-962.

hteps://doi.org/10.1017/50022109000002702

Arkes, H. R., & Blumer, C. (1985). The psychology
of sunk cost.  Organizational  Bebavior — and
Human  Decision  Processes,  35(1), 124-140.

https://doi.org/10.1016/0749-5978(85)90049-4
Astebro, T., Jeffrey, S. A., & Adomdza, G. K. (2007). Inventor

perseverance after being told to quit: The role of cognitive
biases. 7he Journal of Behavioral Decision Making, 20(3),

253-272. hups://doi.org/10.1002/bdm

Bailey, J. J., & Kinerson, C. (2005). Regret avoidance and risk
tolerance. Financial Counseling and Planning, 16(1),
23-28. Retrieved from https://www.afcpe.org/news-

and-publications/journal-of-financial-counseling-and-
planning/volume-16-1/regret-avoidance-and-risk-

tolerance/

Baker, M., & Waurgler, J. (2013). Behavioral corporate finance:
An updated survey. In G. Constantinides, M. Harris,
R. Stz (Eds.), Handbook of the economics and
finance (Chap. 5, pp. 357-424). Amsterdam: Elsevier.

heeps://doi.org/10.1016/B978-0-44-453594-8.00005-7

an external agent, while managers hold themselves in
conservative decisions. The study is also valuable for practice
as the awareness of the behavioral biases is the first step in
mitigating their negative effects on decision-making.

Limitation of the study and directions for
future research

This research’s limitation can be related to the subject’s
availability to disclose information about the investments
and the possibility of answers that do not correspond to
the subject’s reality, thus retaining important data for the
development of the research in order to hide the subject’s
identity or its leakage. Other limitations are the gender
imbalance of research participants, which in fact might
reflect the predominance of male individuals in decision-
making positions, and the possibility of answer induction
lead by the researcher, despite the extreme caution of the
researcher in that matter. There is the possibility of over-
explanation in each question, and this can enlighten what
the researcher expects as the answer and, thus, induce the
interviewee’s answer, harming the research results.

For future research, it is recommended to increase
the number of participants, considering company size,
corporate structure, and environmental dynamics to explore
the variation in triggering factors of the behavioral biases in
samples of entrepreneurs and managers.

Baker, H. K., Kumar, S., & Singh, H. P (2018). Behavioural
biases among SME owners. International
Journal of Management Practice, 11(3), 259-283.

https://doi.org/ 10.1504/ITMP.2018.092867
Bardin, L. (2011). Andlise de conterido (4 ed). Lisboa: Edi¢oes 70.

Barros, L. A. B. C. (2005). Decisies de financiamento e de investimento
das empresas sob a dtica de gestores otimistas e excessivamente
confiantes (Doctoral dissertation). Universidade de Sao

Paulo, Sao Paulo, SP, Brazil. Retrieved from http://www.

teses.usp.br/teses/disponiveis/12/12139/tde-07082007-
224658/pt-br.php

Berg, B. L. (1989). Qualitative research methods for the social sciences.
Boston: Allyn and Bacon.

Bradrania, R., Westerholm, P. J., & Yeoh, J. (2016). Do CEOs who
trade shares adopt more aggressive corporate investment
strategies? Pacific-Basin Finance Journal, 40(B), 349-366.

hteps://doi.org/10.1016/j.pacfin.2016.02.004

Bradshaw, M., & Stratford, E. (2010). Qualitative research design
and rigour. In I. Hay (Ed.), Qualitative research methods in
human geography (pp. 69-80). Ontario: Oxford University

Press.

Revista de Administragéio Contemporéinea, v. 26, n. Sup. 1, 200369, 2022 | doi.org/10.1590/1982-7849rac2022200369.en| e-ISSN 1982-7849 | rac.anpad.org.br



https://doi.org/10.1017/S0022109000002702
https://doi.org/10.1016/0749-5978(85)90049-4 
https://doi.org/10.1002/bdm
https://www.afcpe.org/news-and-publications/journal-of-financial-counseling-and-planning/volume-16-1/regret-avoidance-and-risk-tolerance/ 
https://www.afcpe.org/news-and-publications/journal-of-financial-counseling-and-planning/volume-16-1/regret-avoidance-and-risk-tolerance/ 
https://www.afcpe.org/news-and-publications/journal-of-financial-counseling-and-planning/volume-16-1/regret-avoidance-and-risk-tolerance/ 
https://www.afcpe.org/news-and-publications/journal-of-financial-counseling-and-planning/volume-16-1/regret-avoidance-and-risk-tolerance/ 
https://doi.org/10.1016/B978-0-44-453594-8.00005-7 
https://doi.org/10.1504/IJMP.2018.092867 
http://www.teses.usp.br/teses/disponiveis/12/12139/tde-07082007-224658/pt-br.php 
http://www.teses.usp.br/teses/disponiveis/12/12139/tde-07082007-224658/pt-br.php 
http://www.teses.usp.br/teses/disponiveis/12/12139/tde-07082007-224658/pt-br.php 
https://doi.org/10.1016/j.pacfin.2016.02.004

Behavioral biases and the decision-making in entrepreneurs and managers

F. C. Nobre, M. J. de C. Machado, L. H. N. Nobre

Butt, M., Jamil, N., & Nawaz, R. (2015). The mediating
role of risk perception among cognitive biases
towards decision to start a new venture. International
Letters of Social and Humanistic Sciences, 54, 88-95.

https://doi.org/10.18052/www.scipress.com/IL.SHS.54.88

Calzadilla, J. E, Bordonado-Bermejo, M. J., & Gonzdlez-
Rodrigo, E. (2020). A systematic review of ordinary
people,  behavioural financial  biases.  Economic
Research-Ekonomska  Istrazivanja, 34(1), 2767-2789.

https://doi.org/10.1080/1331677X.2020.1839526

Camerer, C., Loewenstein, G., & Prelec, D. (2005).
Neuroeconomics: How neuroscience can inform
economics. Journal of Economic Literature, 43(1), 9—64.
https://doi.org/10.1257/0022051053737843

Cassar, G. (2010). Are individuals entering self-employment overly
optimistic? An empirical test of plans and projections on
nascent entrepreneur expectations. sztegic Management
Journal, 31(8), 822-840. https://doi.org/10.1002/smj.833

Cervo, A. L., Bervian, . A., & Silva, R. (2007). Metodologia
cientifica (6 ed.). Sao Paulo: Pearson Prentice Hall.

Charness, G., & Sutter, M. (2012). Groups make better self-
interested decisions. Journal of Economic Perspectives,

26(3), 157-176. https://doi.org/10.1257/jep.26.3.157

Crotty, M. (1998). The foundations of social research: Meaning and
perspective in the research process (1 ed.). London: SAGE
Publications.

Doukas, J. A., & DPetmezas, D. (2007). Acquisitions,
overconfident managers and self-attribution  bias.
European  Financial Management, 13(3), 531-577.

https://doi.org/10.1111/§.1468-036X.2007.00371 .x

Duarte, R. (2004). Entrevistas em
qualitativas. Educar em Revista, (24),
https://doi.org/10.1590/0104-4060.357

pesquisas
213-225.

Dutton, J. E. (1993). Interpretations on automatic: A different
view of strategic issue diagnosis. Information Systems

Management, 30(3), 339-357.

Fama, E. (1970). Efficient capital markets: A review of theory and
empirical work. 7he Journal of Finance, 25(2), 383-417.

https://doi.org/10.1111/§.1540-6261.1970.tb00518.x

Gergen, K. J. (2009). O movimento do construcionismo
social na psicologia moderna. Revista Internacional
Interdisciplinar INTERthesis, 6(1), 299-325.
https://doi.org/10.5007/1807-1384.2009v6n1p299

Gudmundsson, S. V., & Lechner, C. (2013). Cognitive biases,
organization, and entrepreneurial firm  survival.
European  Management  Journal, 31(3), 278-294.
heeps://doi.org/10.1016/j.emj.2013.01.001

Guest, G., Bunce, A., & Johnson, L. (2006). How many
interviews are enough?: An experiment with data
saturation and variability. Field Methods, 18(1), 59-82.

hteps://doi.org/10.1177/1525822X05279903

Hardin, A. M., & Looney, C. A. (2012). Myopic loss
aversion: Demystifying the key factors influencing
decision problem framing. Organizational Behavior
and  Human Decision Processes, 117(2), 311-331.

https://doi.org/l().1016/]’.0bhdp.2011.11.005
Hinsz, V. B., & Indahl, K. E. (1995). Assimilation to anchors

for damage awards in a mock civil trial. Jjournal

of Applied Social Psychology, 25(11), 991-1026.
https://doi.org/l().l111/]'.1559—1816.122§.tb02§86.x

Hirshleifer, D. (2001). Investor psychology and asset
pricing. The Journal of Finance, 56(4), 1533-1597.

https://doi.org/10.1111/0022-1082.00379

Hough, J. R., & White, M. A. (2003). Environmental dynamism
and strategic decision-making rationality: An examination
at the decision level. Strategic Management Journal, 24(5),

481-489. hteps://doi.org/10.1002/smj.303

Iquiapaza, R. A., Amaral, H. F.,, & Bressan, A. A. (2009). Evolugio
da pesquisa em financas: Epistemologia, paradigma e
criticas. Organizagoes & Sociedade, 16(49), 351-370.
https://doi.org/10.1590/51984-92302009000200008

Kahneman, D., & Tversky, A. (1979). Prospect theory: An analysis
of decision under risk. Econometrica, 47(2), 263-292.
https://doi.org/10.2307/1914185

Kappal, J. M., & Rastogi, S. (2020). Investment
behaviour of women entrepreneurs.  Qualitative
Research  in  Financial Markets, 12(4), 485-504.

https://doi.org/10.1108/ QRFM-04-2020-0053

Kartini, K., & Nahda, K. (2021). Behavioral biases on investment
decision: A case study in Indonesia. 7he Journal of Asian
Finance, Economics and Business, 8(3), 1231-1240.

hetps://doi.org/10.13106/jafeb.2021.vol8.n03.1231

Koellinger, P, Minniti, M., & Schade, C. (2007). “I think I can,
I think I can”™ Overconfidence and entrepreneurial
behavior. Journal of Economic Psychology, 28(4), 502-527.

heeps://doi.org/10.1016/j.joep.2006.11.002

Krueger, N.E, Jr. (2000). The cognitive infrastructure of opportunity
emergence. Entrepreneurship Theory and Practice, 24(3),

5-24. hetps://doi.org/10.1177/104225870002400301

Kugler, T, Kausel, E. E., & Kocher, M. G. (2012). Are groups more
rational than individuals? A review of interactive decision

making in groups. WIREs Cognitive Science, 3(4), 471—
482. https://doi.org/10.1002/wcs.1184
Libby, R., & Rennekamp, K. (2012). Self-serving attribution

bias, overconfidence, and the issuance of management

forecasts. Journal of Accounting Research, 50(1), 197-231.
https://doi.org/l(). 1111/j.1475-679X.2011.00430.x

Liang, X., & Reiner, D. (2009). Behavioral issues in financing low
carbon power plants. Energy Procedia, 1(1), 4495-4502.

https://doi.org/10.1016/j.egypro.2009.02.267
Lima, A. C., Yu, A. S. O,, Silveira, J. A. G., & Santos, E C. B.

(2016). Vieses cognitivos no orcamento de capital.
Contabilidade Vista ¢ Revista, 27(2), 1-22. Retrieved

from hteps://revistas.face.ufmg.br/index.php/
contabilidadevistaerevista/article/view/3054

Revista de Administragéio Contemporéinea, v. 26, n. Sup. 1, 200369, 2022 | doi.org/10.1590/1982-7849rac2022200369.en| e-ISSN 1982-7849 | rac.anpad.org.br



https://doi.org/10.18052/www.scipress.com/ILSHS.54.88 
https://doi.org/10.1080/1331677X.2020.1839526 
https://doi.org/10.1257/0022051053737843
https://doi.org/10.1002/smj.833 
https://doi.org/10.1257/jep.26.3.157
https://doi.org/10.1111/j.1468-036X.2007.00371.x
https://doi.org/10.1590/0104-4060.357 
https://doi.org/10.1111/j.1540-6261.1970.tb00518.x
https://doi.org/10.5007/1807-1384.2009v6n1p299 
https://doi.org/10.1016/j.emj.2013.01.001 
https://doi.org/10.1177/1525822X05279903 
https://doi.org/10.1016/j.obhdp.2011.11.005 
https://doi.org/10.1111/j.1559-1816.1995.tb02386.x
https://doi.org/10.1111/0022-1082.00379 
https://doi.org/10.1002/smj.303
https://doi.org/10.1590/S1984-92302009000200008
https://doi.org/10.2307/1914185
https://doi.org/10.1108/QRFM-04-2020-0053 
https://doi.org/10.13106/jafeb.2021.vol8.no3.1231 
https://doi.org/10.1016/j.joep.2006.11.002
https://doi.org/10.1177/104225870002400301 
https://doi.org/10.1002/wcs.1184
https://doi.org/10.1111/j.1475-679X.2011.00430.x 
https://doi.org/10.1016/j.egypro.2009.02.267
https://revistas.face.ufmg.br/index.php/contabilidadevistaerevista/article/view/3054
https://revistas.face.ufmg.br/index.php/contabilidadevistaerevista/article/view/3054

Behavioral biases and the decision-making in entrepreneurs and managers

F. C. Nobre, M. J. de C. Machado, L. H. N. Nobre

Lima, M. A. D. S., Almeida, M. C. P, & Lima, C. C. (1999). A
utilizagio da observagio participante e da entrevista semi-
estruturada na pesquisa em enfermagem. Revista Gaiicha

de Enfermagem, 20(esp.), 130-142. Retrieved from
htep://hdlhandle.net/10183/23461

Lobao, J. F. (2012). Finangas comportamentais: Quando a economia
encontra a psicologia. Lisboa: Editora Actual.

Long, X., Nasiry, J., & Wu, Y. (2020). A behavioral
study on abandonment decisions in multistage
projects.  Management ~ Science, 66(5), 1999-2016.
https://doi.org/10.1287/mnsc.2018.3270

Lovallo, D., & Kahneman, D. (2003). Delusions of success. How
optimism undermines executives' decisions. Havard
Business Review, 81, 56-63. Retrieved from https://
hbr.org/2003/07/delusions-of-success-how-optimism-

undermines-executives-decisions

MacCrimmon, K. R., & Wehrung, D. A. (1990). Characteristics of
risk taking executives. Management Science, 36(4), 422~

435. https://doi.org/10.1287/mnsc.36.4.422

Macedo, J. S., Jr. (2003). Teoria do prospecto: Uma investigagio
utilizando simulacio de investimentos (Doctoral thesis).
Universidade Federal de Santa Catarina, Floriandpolis, SC,

Brazil. https://doi.org/10.1007/s13398-014-0173-7.2
Macedo, J. S., Jr., Kolinsky, R., & Morais, J. C. J. de. (2011).

Finangas comportamentais: Como o desejo, o poder, o
dinbeiro e as pessoas influenciam nossas decisées. Sdo Paulo:

Editora Atlas.

Malmendier, U.,&Tate,G.(2005). CEOoverconfidenceand corporate
investment. 7he Journal of Finance, 60(6), 2661-2700.
https://doi.org/10.1111/j.1540-6261.2005.00813.x

Maritan, C. A. (2001). Capital investment as investing in
organizational capabilities: An empirically grounded

process model. Academy of Management Journal, 44(3),
513-531. https://doi.org/10.5465/3069367

Merriam, S. B., & Tisdell, E. ]. (2015). Qualitative research: A guide
to design and implementation (4 ed.). San Francisco: Jossey-
Bass.

Meub, L., & Proeger, T. (2018). Are groups ‘less behavioral’? The
case of anchoring. Theory and Decision, 85, 117-150.

https://doi.org/10.1007/s11238-017-9608-x
Mushinada, V. N. C., & Veluri, V. S. S. (2019). Elucidating

investors rationality and behavioural biases in Indian stock
market. Review of Behavioral Finance, 11(2), 201-219.

hteps://doi.org/10.1108/RBF-04-2018-0034

Mushinada, V. N. C., & Veluri, V. S. S. (2020). Self-attribution,
overconfidence and dynamic market volatility in Indian
stock market. Global Business Review, 21(4), 970-989.

https://doi.org/10.1177/0972150918779288

Patton, M. Q. (2015). Qualitative research and evaluation methods:
Integrating theory and practice (4 ed.). Thousand Oaks,
CA: Sage.

Papadakis, V. M., Lioukas, S., & Chambers, D. (1998). Strategic
decision-making processes: The role of management
and context. Strategic Management Journal, 19(2),
115-147. https://doi.org/10.1002/(SICI)1097-
0266(199802)19:2<115::AID-SMJ941>3.0.CO;2-5

Pettigrew, A. M. (1990). Longitudinal field research on change:
Theory and practice. Organization Science, 1(3), 267-292.

Retrieved from https://www.jstor.org/stable/2635006

Pires, A. P. (2008). Amostragem e pesquisa qualitativa: ensaio
tedrico e metodolégico. In J. Poupart, J.-P. Deslauriers,
L.-H. Groulx, A. Laperri¢re, R. Mayer, A. Pires (Eds.), 4
pesquisa qualitativa: Enfoques epistemolégicos e metodoldgicos

(p. 464). Petrépolis: Editora Vozes.

Ritter, J.  R.  (2003). Behavioral finance.  Pacific-
Basin Finance Journal, 11(4), 429-437.
https://doi.org/10.1016/S0927-538X(03)00048-9

Schaubroeck, J., & Davis, E. (1994). Prospect theory predictions
when escalation is not the only chance to recover sunk costs.
Organizational Behavior and Human Decision Processes,

57(1), 59-82. https://doi.org/10.1006/0bhd.1994.1004

Schneider, S. C., & Meyer, A. (1991). Interpreting and
responding to strategic issues: The impact of national
culture. Strategic Management Journal, 12(4), 307-320.
https://doi.org/10.1002/smj.4250120406

Schwandt, T. A. (2007). The SAGE dictionary of qualitative
inquiry (3 ed). London: Sage Publications.

hteps://doi.org/10.4135/9781412986281

Shafir, E., Diamond, P, & Tversky, A. (1997). Money illusion.
The Quarterly Journal of Economics, 112(2), 341-374.
https://doi.org/l().l162/00§§§§§QZ555208

Shefrin, H. (2002). Beyond greed and fear: Understanding behavioral
finance and the psychology of investing. Oxford: Oxford

University Press

Shepherd, D. A., Williams, T. A., & Patzelt, H. (2015). Thinking
about entrepreneurial decision making: Review and
research agenda. Journal of Management, 41(1), 11-46.

https://doi.org/10.1177/0149206314541153

Shiller, R. J. (2005). Irrational exuberance. Princeton, NJ: Princeton
University Press.

Shore, B. (2008). Systematic biases and culture in project
failures. Project Management Journal, 39(4), 5-16.

heeps://doi.org/10.1002/pmj.20082
Simon, M., Houghton, S. M. & Aquino, K. (2000). Cognitive

biases, risk perception, and venture formation:
How individuals decide to start companies.
Journal  of  Business Venturing, 15(2), 113-134.

https://doi.org/lo. 1016/50883-9026(98)00003-2
Smith, A. (1776). The wealth of nations. New York: Modern Library.

Sniezek, J. A., & Henry, R. A. (1989). Accuracy and
confidence in group judgment.  Organizational
Behavior and Human Decision Processes, 43(1), 1-28.
https://doi.org/10.1016/0749-5978(89)90055-1

Stahlberg, D., Eller, F, Maass, A., & Frey, D. (1995). We knew
it all along: Hindsight bias in groups. Organizational
Behavior and Human Decision Processes, 63(1), 46-58.
https://doi.org/10.1006/0bhd.1995.1060

Revista de Administragéio Contemporéinea, v. 26, n. Sup. 1, 200369, 2022 | doi.org/10.1590/1982-7849rac2022200369.en| e-ISSN 1982-7849 | rac.anpad.org.br



http://hdl.handle.net/10183/23461 
https://doi.org/10.1287/mnsc.2018.3270
https://hbr.org/2003/07/delusions-of-success-how-optimism-undermines-executives-decisions 
https://hbr.org/2003/07/delusions-of-success-how-optimism-undermines-executives-decisions 
https://hbr.org/2003/07/delusions-of-success-how-optimism-undermines-executives-decisions 
https://doi.org/10.1287/mnsc.36.4.422
https://doi.org/10.1007/s13398-014-0173-7.2 
https://doi.org/10.1111/j.1540-6261.2005.00813.x 
https://doi.org/10.5465/3069367
https://doi.org/10.1007/s11238-017-9608-x
https://doi.org/10.1108/RBF-04-2018-0034 
https://doi.org/10.1177/0972150918779288
https://doi.org/10.1002/(SICI)1097-0266(199802)19:2<115::AID-SMJ941>3.0.CO;2-5
https://doi.org/10.1002/(SICI)1097-0266(199802)19:2<115::AID-SMJ941>3.0.CO;2-5
https://www.jstor.org/stable/2635006 
https://doi.org/10.1016/S0927-538X(03)00048-9 
https://doi.org/10.1006/obhd.1994.1004
https://doi.org/10.1002/smj.4250120406 
https://doi.org/10.4135/9781412986281 
https://doi.org/10.1162/003355397555208 
https://doi.org/10.1177/0149206314541153
https://doi.org/10.1002/pmj.20082 
https://doi.org/10.1016/S0883-9026(98)00003-2 
https://doi.org/10.1016/0749-5978(89)90055-1 
https://doi.org/10.1006/obhd.1995.1060 

Behavioral biases and the decision-making in entrepreneurs and managers

F. C. Nobre, M. J. de C. Machado, L. H. N. Nobre

Thaler, R. H. (1980). Toward a positive theory of consumer choice.

Journal of Economic Behavior & Organization, 1(1), 39—

60. hetps://doi.org/10.1016/0167-2681(80)90051-7

Thaler, R. H. (1999). Mental accounting matters. Jjournal of
Behavioral Decision Making, 12(3), 183-206. https://doi.

0rg/10.1002/(SICN1099-0771(199909)12:3<183::AID-

BDM318>3.0.CO;2-F
Thaler, R. H., Tversky, A., Kahneman, D., & Schwartz, A. (1997).

The effect of myopia and loss aversion on risk taking: An

experimentaltest. 7he Quarterly JournalofEconomics, 112(2),
647-661. https://doi.org/10.1162/003355397555226

Authorship
Fibio Chaves Nobre

Universidade Federal Rural do Semi-Arido, Departamento de
Ciéncias Sociais Aplicadas

Rua Francisco Mota, n. 572, Pres. Costa e Silva, 59625-900,
Mossord, RN, Brazil

E-mail: fabio.nobre@ufersa.edu.br
hetps://orcid.org/0000-0001-9011-4252

Maria José de Camargo Machado

Centro Universitario Salesiano de Sio Paulo

Rua Boa Morte, n. 1835, Centro, 13400-140, Piracicaba, SP,
Brazil

E-mail: mjzen@terra.com.br

https://orcid.org/0000-0002-8323-5934

Liana Holanda Nepomuceno Nobre*

Universidade Federal Rural do Semi-Arido, Departamento de
Ciéncias Sociais Aplicadas

Rua Francisco Mota, n. 572, Pres. Costa e Silva, 59625-900,
Mossoréd, RN, Brazil

E-mail: liananobre@ufersa.edu.br

https://orcid.org/0000-0001-6756-9179

* Corresponding Author

Funding

The authors thank the Ministério da Ciéncia, Tecnologia e
Inovacao, Conselho Nacional de Desenvolvimento Cientifico
e Tecnolégico (CNPq) for the financial support in the research

of this article.

Conflict of Interests
The authors have stated that there is no conflict of interest.

Plagiarism Check

The RAC maintains the practice of submitting all documents
approved for publication to the plagiarism check, using
specific tools, e.g.: iThenticate.

Copyrights
RAC owns the copyright to this content.

Tversky, A., & Kahneman, D. (1974). Judgment under uncertainty:

Heuristics and biases. Science, 185(4157), 1124—-1131.
https://doi.org/10.1126/science.185.4157.1124

Weinstein, N. D. (1980). Unrealisitic optimism about future life

events. Journal of Personality and Social Psychology, 39(5),
806-820. https://doi.org/10.1037/0022-3514.39.5.806

Weinstein, N. D. (1982). Unrealistic optimism about susceptibility

to health problems. Journal of Behavioral Medicine, 5(4),
441-460. https://doi.org/10.1007/BF00845372

Authors' Contributions

1* author: conceptualization (lead); data curation (lead);
formal analysis (lead); funding acquisition (lead); investigation
(lead); methodology (lead); project administration (lead);
resources  (lead); software (lead); validation (equal);
visualization (equal); writing — original draft (lead); writing —
review & editing (equal).

2" author: conceptualization (supporting); formal analysis
(supporting); investigation (supporting); methodology
(supporting);  project  administration  (supporting);
supervision (lead); validation (equal); visualization (equal);
writing — review & editing (supporting).

3" author: conceptualization (supporting); formal analysis
(supporting); methodology (supporting); writing — original
draft (supporting); writing — review & editing (equal).

Peer Review Method

This content was evaluated using the double-blind peer review
process. The disclosure of the reviewers' information on the
first page, as well as the Peer Review Report, is made only after
concluding the evaluation process, and with the voluntary
consent of the respective reviewers and authors.

Data Availability

The authors claim that all data used in the research have
been made publicly available through the Harvard Dataverse
platform and can be accessed at:

: Nobre, Fibio Chaves; Machado, Maria José de
Camargo; Nobre, Liana Holanda Nepomuceno,
2022, "Replication Data for "Behavioral biases and
the decision-making in entrepreneurs and managers"
published by RAC - Revista de Administragio
Contemporanea’, Harvard Dataverse, V1.

hetps://doi.org/10.7910/DVN/CBIOD8

RAC encourages data sharing but, in compliance with
ethical principles, it does not demand the disclosure of any
means of identifying research subjects, preserving the privacy
of research subjects. The practice of open data is to enable
the reproducibility of results, and to ensure the unrestricted
transparency of the results of the published research, without
requiring the identity of research subjects.

RAC is a member of, and subscribes to the principles of the Committee on Publication Ethics (COPE) for scholarly publication

Revista de Administragéio Contemporéinea, v. 26, n. Sup. 1, 200369, 2022 | doi.org/10.1590/1982-7849rac2022200369.en| e-ISSN 1982-7849 | rac.anpad.org.br



https://doi.org/10.1016/0167-2681(80)90051-7
https://doi.org/10.1002/(SICI)1099-0771(199909)12:3<183::AID-BDM318>3.0.CO;2-F
https://doi.org/10.1002/(SICI)1099-0771(199909)12:3<183::AID-BDM318>3.0.CO;2-F
https://doi.org/10.1002/(SICI)1099-0771(199909)12:3<183::AID-BDM318>3.0.CO;2-F
https://doi.org/10.1162/003355397555226 
https://doi.org/10.1126/science.185.4157.1124
https://doi.org/10.1037/0022-3514.39.5.806
https://doi.org/10.1007/BF00845372
https://orcid.org/0000-0001-9011-4252
https://orcid.org/0000-0002-8323-5934
https://orcid.org/0000-0001-6756-9179
https://doi.org/10.7910/DVN/CBI0D8

