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In case of failure, entrepreneurs could endure various financial, psychological, and social
costs. These intertwined costs could affect their learning from failure. All individuals do
not react in the same way when dealing with adversity. Rather than focusing on (negative)
consequences of business failure, we took a more positive approach by using the
Conservation of Resources (COR) model theory to build our conceptual model.
Psychological capital, which refers to “an individual’s positive psychological state of
development characterized by high levels of self-efficacy, optimism, hope, and resilience,”
could be considered as a resource to recover from entrepreneurial setbacks. We suggest
that a high level of psychological capital plays a mediating role in the relationship between
the negative consequences of failure and learning from failure. By learning from this
experience, failed entrepreneurs will increase their intention to re-create a venture and
pursue their entrepreneurial career. This theoretical research, by building a conceptual
model based on resources, offers a more positive approach of entrepreneurial failure and
investigates key psychological assets, such as psychological capital, that support the
development of entrepreneurial resilience rather than the prevention of business failure.

Keywords: business failure, learning from failure, psychological capital, conservation of resources model,
re-creation, intention to re-create

INTRODUCTION

Faced with a complex, uncertain and ever-changing world, the creation and disappearance of
firms are common and inherent in the economic process (Cannon and Edmondson, 2005;
European Commission, 2007; Ucbasaran et al., 2013). The entrepreneurial journey is paved
with plenty of obstacles, possibly leading to failure, certainly in these times of sanitary crisis.

After a long focus on entrepreneurial success, researchers started to investigate the topic
of failure by highlighting its importance (DeTienne, 2010; Wennberg et al, 2010; Hessels
et al., 2011; Wennberg, 2011; Balcaen et al, 2012; DeTienne and Cardon, 2012; Coad, 2013;
DeTienne and Wennberg, 2014; Wennberg and DeTienne, 2014; DeTienne et al., 2015; Justo
et al., 2015; Leroy et al., 2015; DeTienne and Wennberg, 2016), starting to change mentalities
about business failure and to integrate it as a natural part of the economic cycle. Research
is now looking at failure as a way to future success for both entrepreneurs and the economy
as a whole (Singh et al., 2007) thanks to the opportunity of learning from it (McGrath, 1999;
Minniti and Bygrave, 2001; Shepherd, 2003; Cannon and Edmondson, 2005; Singh et al., 2007;

Frontiers in Psychology | www.frontiersin.org

1 March 2022 | Volume 13 | Article 842590


https://www.frontiersin.org/journals/psychology
https://www.frontiersin.org/journals/psychology
www.frontiersin.org
https://www.frontiersin.org/journals/psychology#articles
http://crossmark.crossref.org/dialog/?doi=10.3389/fpsyg.2022.842590﻿&domain=pdf&date_stamp=2022--02
https://www.frontiersin.org/journals/psychology#editorial-board
https://www.frontiersin.org/journals/psychology#editorial-board
https://doi.org/10.3389/fpsyg.2022.842590
https://creativecommons.org/licenses/by/4.0/
mailto:roxane.dehoe@ichec.be
https://doi.org/10.3389/fpsyg.2022.842590
https://www.frontiersin.org/articles/10.3389/fpsyg.2022.842590/full
https://www.frontiersin.org/articles/10.3389/fpsyg.2022.842590/full
https://www.frontiersin.org/articles/10.3389/fpsyg.2022.842590/full

De Hoe and Janssen

Re-creation: The Mediating Role of PsyCap

Cope, 2011; Ucbasaran et al., 2013). However, it might also
be difficult for an entrepreneur who failed to learn from his/
her experience because failure is often seen as an emotionally
traumatic event (Shepherd, 2003; Cope, 2011).

In case of failure, entrepreneurs could endure various financial,
psychological, and social costs. The financial costs could
be associated to a loss of or a reduction in personal income.
The social costs are related to the impact of failure on personal
and professional relationships, such as divorce for instance
(Cope, 2011) and/or loss of an important social network (Harris
and Sutton, 1986). The stigma associated to failure is the social
devaluation of the person who does not or no longer meet
the social norms (Efrat, 2006 cited in Ucbasaran et al., 2013),
which is profoundly discrediting (Sutton and Callahan, 1987).
Most psychological costs experienced by entrepreneurs after
failure are emotional and/or motivational. Negative emotions
associated to failure can, for example, be pain, remorse, shame,
humiliation, anger, guilt, responsibility, and fear of the unknown
(Harris and Sutton, 1986; Shepherd, 2003; Cope, 2011).
Concerning the motivational aspects of psychological costs,
some authors noted that entrepreneurs who fail have a sense
of helplessness that decreases their beliefs in their ability to
lead tasks with success in the future and generates rumination
that impedes task performance (Bandura, 2001; Shepherd, 2003).
Moreover, the intensity of these negative consequences can
be influenced by the individual response, as well as by the
environmental context in which the entrepreneur finds him/
herself (Ucbasaran et al., 2013). The effects and the magnitude
of these intertwined costs could affect the process of learning
from failure (Ucbasaran et al., 2013).

All individuals do not react to failure in the same way.
Some entrepreneurs can re-create a business more easily than
others. This could be due to positive emotions. Some researchers
believe that the latter play a key role in learning from a business
failure and have called to further investigate their role (Byrne
and Shepherd, 2013; Ucbasaran et al., 2013). Based on this
call, the question at the heart of this conceptual article is:
How to explain at the individual level that some entrepreneurs
have the intention to re-start after a business failure while
others do not?

To answer this question, we focus on the internal resources
of the entrepreneurs that could help them to overcome a failure
situation, specifically their psychological capital (PsyCap). This
concept, coming from the Positive Organizational Behavior
and developed by Luthans et al. (2007: 3) refers to “a positive
psychological state of development of the individual characterized
by high degrees of self-efficacy, optimism, hope and resilience.”
It could be considered as an asset to recover from entrepreneurial
setbacks. Human and social capitals have been studied extensively
in the field of entrepreneurship, but internal psychological
resources have been left aside. Human capital is related to
what a person knows (knowledge, abilities, skills, and experience);
whereas social capital refers to people the person knows (his/
her relationships and professional networks). According to
Luthans and Avolio (2009), PsyCap can be complementary to
these two capitals because it concerns who we are and what
we become (Luthans et al., 2006b). Therefore, this PsyCap

could help entrepreneurs to learn from failure and to make
a decision about their subsequent entrepreneurial career.

To build our conceptual model and understand the role of
PsyCap to overcome business failure, we use the Conservation
of Resources (COR) theory (Hobfoll, 1989, 2002). By being
motivated to gain resources, ie., ‘anything perceived by the
individual to help attain his or her goals” (Halbesleben et al.,
2014: 1338), individuals try to enrich their resource pool, both
to protect them from potential losses and to experience positive
well-being. When individuals appraise a situation as a loss of
resources, they experiment it as a stressful event. To offset
this loss, they mobilize other resources. PsyCap is viewed as
a personal characteristic/resource (Gong et al, 2019; Virga
et al, 2020) supporting stress resistance. We suggest that a
high level of PsyCap plays a mediating role in the relationship
between the negative consequences of failure and learning from
failure. By learning from this experience, failed entrepreneurs
will increase their intention to re-create a venture and pursue
their entrepreneurial career. By building a conceptual model
based on resources, we offer a more positive approach of
entrepreneurial failure and investigate key “psychological assets,”
such as PsyCap, that support the development of entrepreneurial
resilience rather than the prevention of business failure.

Besides being among the first articles to examine the key
role of positive emotions in learning from a business failure
and to introduce the concept of PsyCap of in the field of
entrepreneurship, our research contributes to the existing
literature by being the first one to look at the role of PsyCap
in learning from failure and re-creation, as well as to propose
a mediating effect of PsyCap on the relationship between
business failure consequences and learning from failure.

This article will consist of two parts. First, we will present
our theoretical foundations. To this end, we will define
entrepreneurial failure, learning from failure and its barriers
and facilitators, before explaining the concept of PsyCap, in
the light of the COR theory (COR)—which will be the central
theory used in this paper—and its links with learning from
failure and the intention to re-create. We will illustrate our
theoretical argument with our conceptual model. Finally, we will
discuss the theoretical and practical implications of this model.

THEORETICAL FOUNDATION AND
CONCEPTUAL FRAMEWORK

This part will consist of five sections. We first define
entrepreneurial failure, before explaining learning from failure,
its barriers and facilitators. We then present the concept of
PsyCap through the light of the COR theory. Finally, we examine
the impact of learning from failure and PsyCap on business
re-creation.

Business Failure Definition

Studies on entrepreneurial failure are rather recent. To date,
there is no universally accepted definition of entrepreneurial
failure. Authors define it based on their own theoretical approach
(Smida and Khelil, 2010). The most common definition reduces
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it to insolvency or bankruptcy (Zacharakis et al.,, 1999). Even
if this definition is useful to operationalize and build samples
(Singh et al., 2007), for some authors, entrepreneurial failure
cannot be simply be reduced to bankruptcy (McGrath, 1999;
Cannon and Edmondson, 2005; Singh et al., 2007; Smida and
Khelil, 2010; Ucbasaran et al., 2013).

In addition to the economic aspects, expectations and goals
set by the entrepreneur must also be taken into account
(McGrath, 1999; Singh et al, 2007; Smida and Khelil, 2010;
Ucbasaran et al., 2013). Following recommendation of Shepherd
and Patzelt (2017) to use the definition that better suits one’s
research question, we endorse the definition of Khelil (2016:
76) who defines entrepreneurial failure as « a psycho-economic
phenomenon characterized by the entry of a new venture into
a spiral of insolvency and/or the entrepreneur’s entry into a
psychological state of disappointment. In the absence of economic
and/or psychological support, entrepreneurs are forced to exit
from their entrepreneurial activities ». It considers the destruction
of resources, as well as the entrepreneur’s psychological state.
In the absence of a financial and/or moral support, this
entrepreneur will see his/her business disappear. This
multidimensional and holistic view of failure thus also introduces
the concept of “support” The latter can be both external,
through the family, professional, or private network, institutions,
etc., and internal, i.e., the own resources of the individual. In
this paper, we focus on the entrepreneur’s resources in a failure
situation, specifically his/her PsyCap.

Learning From Failure

Because failure is inherent to the economic life, several researchers
in management and entrepreneurship see it as a good opportunity
to learn and not repeat the same mistakes (McGrath, 1999;
Minniti and Bygrave, 2001; Shepherd, 2003; Cannon and
Edmondson, 2005; Cope, 2011; Ucbasaran et al., 2013). Failure
can thus contribute to entrepreneurial learning.

Entrepreneurial learning is seen as a dynamic, discontinuous,
and changing concept rather than a stable, consistent, and
predictable one (Cope, 2005). Indeed, the entrepreneurial process
is characterized by significant and critical learning events by
which an entrepreneur improves his/her personal and
entrepreneurial knowledge that will eventually determine the
success of his/her venture (Deakins and Freel, 1998).
Entrepreneurs increase their subjective stock of knowledge
particularly through non-routine events (Minniti and
Bygrave, 2001).

In the context of entrepreneurial learning theory, business
failure could be a non-routine event by which an entrepreneur
can learn to improve his/her entrepreneurial knowledge and
pursue an entrepreneurial career (Shepherd, 2003; Ucbasaran
et al.,, 2010). According to Minniti and Bygrave (2001), both
positive and negative experiences shape entrepreneurs
knowledge and influence the course of their future choices.
In line with these authors, Shepherd (2003) defines learning
from business failure as the ability for an entrepreneur to
revise his/her previous knowledge on how to handle his/her
own business efficiently by integrating the feedback information
about the reasons why the business failed. From this perspective,

failures seem to be “the seeds of subsequent project success”
(Shepherd et al., 2009a).

Cardon and McGrath (1999 cited in Cope, 2011) stress the
importance of considering failure as a “learning journey,” which
means that the process of sense-making behind learning from
failure is gradual over time and constitutes a dynamic process.
This sense-making process is realized through three
interconnected mechanisms, i.e., scanning, interpretation, and
learning (Gioia and Chittipeddi, 1991; Thomas et al, 1993),
the latter acting as a retroaction feedback for scanning and
interpreting information (Shepherd et al., 2009a). Specifically,
the scanning information is a selective attention to relevant
information and a collection of these to promote sensemaking.
When information is collected, an individual gathers it into
structures appropriate for a better comprehension of its meaning
(Taylor and Crocker, 1981; Gioia, 1986). This process refers
to the interpretation of the information. Learning dynamics
relate to actions taken by an individual (Daft and Weick, 1984)
following scanning and interpretation dynamics, leading to
significant modifications in one’s current practices (Ginsberg,
1988; Thomas et al., 1993). As mentioned before, these three
mechanisms work together because information collected by
scanning dynamics is essential for the interpretation (Daft and
Weick, 1984). In turn, interpretation structures this information
in order to act in a specific way (Gioia and Chittipeddi, 1991),
and the action(s) resulting from learning influence, in its(their)
turn, scanning and interpretations of new information (Daft
and Weick, 1984).

However, learning from entrepreneurial failure is not an
easy task. Indeed, negative emotions sometimes interfere with
an individuals attention when he/she is processing information
(Mogg et al,, 1990), which affects learning (Bower, 1992).
Focusing uppermost on emotions that come with failure may
interrupt prematurely the information process about potential
causes of failure (Bower, 1992). As said before, the magnitude
and the intensity of financial, social, and psychological costs
may obstruct the learning process of failure (Ucbasaran et al.,
2013). The latter is also perceived as intimidating (Rogoff et al.,
2004) since the entrepreneur may express a loss of self-esteem
(Jenkins et al., 2014), feelings of guilt, shame, and remorse
that are difficult to handle (Ucbasaran et al., 2013). Moreover,
he/she is not used to deal with it because he/she learned by
socialization to keep a distance from negative situations (Cannon
and Edmondson, 2005). In this context, learning from failure
is not a natural, automatic, or instantaneous act (Wilkinson
and Mellahi, 2005). This leads to the first proposition:

Proposition 1: Financial, psychological and social costs
negatively influence learning from failure.

Some researchers explain how failed entrepreneurs could
overcome the negative emotions related to business failure in
order to favor learning from failure (Shepherd, 2003; Shepherd
et al, 2009a). Through a “grief recovery process, failed
entrepreneurs cope with the loss of his/her business. This
process consists of two distinct but complementary strategies:
loss and restoration orientations (Shepherd, 2003). These strategies
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help to manage negative emotions, which contribute in some
way to the learning process. This beneficial part depends on
both the intensity of the grief (of which symptoms are anger,
guilt, anxiety, hopelessness, withdrawal, and depression) and
on how far the entrepreneur is in this grief process.

The loss orientation strategy is composed of three phases:
a confrontation of loss, a reassessment of the events before,
and at the time of failure and the awareness of different causes
of failure (Stroebe and Schut, 1999; Shepherd, 2003, 2009).
The restoration orientation is entirely different. It consists of
distracting from and avoiding all thoughts linked to the loss,
as well as, eliminating secondary sources of stress generated
by the business failure (Stroebe and Schut, 1999; Shepherd,
2003, 2009). With the oscillation between these dual processes,
an entrepreneur adopts the best strategy to handle the loss
of his/her business (Shepherd, 2003; Cope, 2011) by regulating
his/her emotions. Thereby, emotional interferences are reduced
and ability to learn from failure is increased.

An emotion-focused strategy could also help entrepreneurs
to manage their negative emotions (Byrne and Shepherd, 2013).
Indeed, high negative emotions motivate the entrepreneur to
make sense of his/her loss, while higher positive emotions
provide him/her with the cognitive resources necessary to
facilitate and motivate this sense-making. Cognitive strategies
focusing attention on failure and encouraging self-reflection
also lead to a better understanding of failure.

These cognitive mechanisms are not the only ones that can
minimize the costs of business failure on learning from failure.
Other resources such as the PsyCap may have a positive impact
and favor the learning process even if failed entrepreneurs
experience financial, psychological, and social costs.

Conservation of Resources Theory and
PsyCap

To understand the role of PsyCap in this context, we used
the COR theory (Hobfoll, 1989, 2002). The basic tenet of this
model of stress is “that people strive to retain, protect, and
build resources and that what is threatening to them is the
potential or actual loss of these valued resources” (Hobfoll, 1989:
516). Three situations explain a stress response: when individuals
feel that (1) their resources are threatened, (2) wasted, or (3)
their effort to gain new resources is in vain. There is a primacy
of resource loss in this theory (Halbesleben et al., 2014) because
it is the threat of loss (or the effective loss) of resources that
conditions the triggering of stress. For people, losing resources
is psychologically more harmful than gaining resources is
helpful. Therefore, the second principle of this theory is “that
humans are motivated to protect their current resources and
acquire new resources” (Halbesleben et al., 2014: 1335). This
resource investment allows individuals to protect them from
resource loss, to bounce back from resource loss, and to acquire
new resources.

Resources are anything that individuals perceive as helping to
attain their goals (Halbesleben et al., 2014). Hobfoll (1989, 2002)
identifies four types of resources: personal characteristics (e.g.,
self-efficacy, optimism, and well-being), objects resources (e.g.,

home), conditions (e.g., marital status, tenure, and seniority), and
energies (e.g., time, money, and knowledge). The value of these
resources is deeply rooted in the sociocultural environment in
which an individual lives, which influences his/her reaction and
interpretation of the event for his/her well-being. As resources
are developed during the life span within cultures that suggest
pathways to follow or those not to follow, individuals develop
resource caravans. This suggests that when you develop one
resource, you can develop others at the same time (Hobfoll, 2002).
For this reason, PsyCap is a resource caravan, as will be shown below.

The concept of PsyCap comes from the organizational
behavior literature (Luthans et al, 2007). It is viewed as a
resource explaining health (Lupsa et al, 2020) or academic
performance and reducing burnout and boredom (Virga et al.,
2020). In a world where economic uncertainty, constant
competition, and perpetual technological advances prevail,
companies can gain a sustainable competitive advantage by
developing the PsyCap of their human resources (Luthans et al.,
2007). In the case of entrepreneurship, an important PsyCap
is an asset for the entrepreneur-manager, both for the development
of his/her business and in a situation of failure. Despite the
limited exploration of PsyCap in the entrepreneurship literature
(as mentioned by Welter and Scrimpshire (2021)), several
researchers are beginning to investigate its impact on
entrepreneurs’ life satisfaction (Bockorny and Youssef-Morgan,
2019), venture performance (Wang et al., 2019), or entrepreneurial
intention (Zhao et al., 2020). We study it in the context of
entrepreneurial failure because it could help entrepreneurs to
recover more easily from the loss of their business and to
gain new knowledge by learning from it.

Psychological capital (or PsyCap) is defined by Luthans et al.
(2007, p. 3) as:

« An individual’s positive psychological state of development
characterized by:

1. Having confidence (self-efficacy) to take on and put in the
necessary effort to succeed at challenging tasks;

2. Making a positive attribution (optimism) about succeeding
now and in the future;

3. Persevering toward goals and, when necessary, redirecting
paths goals (hope) in order to succeed; and

4. When beset by problems and adversity, sustaining and bouncing
back and even beyond (resiliency) to attain success ».

As mentioned in its definition, PsyCap is considered as a
state, meaning that individuals can develop these four components
to overcome hardships (Luthans, 2002a; Luthans et al., 2006b,
2007; Luthans and Avolio, 2009; Chen and Lim, 2012). This
idea that these components can be developed is quite recent.
Historically, these four concepts have long been studied as
personality traits. For instance, the first theories on resilience
considered that an individual was resilient by genes (Coutu,
2002). However, some counter-examples, like resilience from
a beloved person’s loss or a traumatic experience, showed that
it is more a state (Bonanno, 2004).

It should also be noted that self-efficacy, optimism, hope,
and resilience intertwine and interact. Because of their mutual
influences, a synergy occurs between them, where the whole
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is greater than the sum of its parts (Luthans et al., 2006a,
2007). This means that a person who has the will and a
clear idea of the path he/she must follow to achieve his/her
objectives will be more motivated and capable of overcoming
adversity (Luthans et al, 2007). A person who trusts will
be able to use hope, optimism, and resilience for specific
tasks in different areas of his/her life. A resilient person will
be able to use coping mechanisms to develop a realistic and
flexible optimism. In turn, self-efficacy, hope, and resilience
can also help to develop a positive attribution style to actions
under one’s control.

Self-efficacy has its origins in the social cognitive theory of
Bandura (1986). It refers to « ones conviction (or confidence)
about his or her abilities to mobilize the motivation, cognitive
resources, and courses of action needed to successfully execute
a specific task within a given context » (Stajkovic and Luthans,
1998, p. 66). This sense of efficacy is built through five essential
cognitive processes: representation, intention, observation, self-
regulation, and self-reflection (Luthans et al, 2007). These
cognitive processes allow an individual to take time to reflect
on both his/her past successes and failures, learn from them,
and use this self-knowledge to progress.

In the field of entrepreneurship, self-efficacy has been widely
investigated (Welter and Scrimpshire, 2021). Studies have shown
that entrepreneurs have a high degree of self-efficacy (Hayek,
2012). Confident entrepreneurs are motivated to make the
necessary effort to successfully conduct their business (Trevelyan,
2011). However, a failure can undermine that trust (Boss and
Sims, 2008). In such a situation, it is not general self-efficacy
that decreases, but the one related to a specific task (Smith
et al., 2006). Therefore, to help an individual to bounce back
from a setback, the confidence in his/her ability to succeed
the task failed must first restored. From this point of view,
self-efficacy could help an entrepreneur to recover from a
failure (Boss and Sims 2008). Indeed, by developing it, an
individual reflects on his/her past successes and failures, which
can contribute to learning.

Inspired by the work of Snyder, hope is defined as a positive
motivational state based on a sense of achievement from the
interaction between the desire (i.e., the energy directed to a
goal) and the way/path to get there (i.e., planning to attain
goals; Snyder et al., 1991). In other words, hope is «a cognitive
or “thinking” state in which an individual is capable of setting
realistic but challenging goals and expectations» and reaching
out to these by his/her self-determination, energy and internal
control’s perception (Luthans et al., 2007, p. 66). In addition,
hope allows a person to generate alternative ways to achieve
his/her desired goals when the original path is not possible.

In the field of entrepreneurship, the perception of internal
control, one of the mechanisms that create hope, has been
investigated. Research has shown a positive relationship between
hope and satisfaction of entrepreneurs owning a business (Jensen
and Luthans, 2006; Hayek, 2012). In the case of a failure,
nurturing hope could allow the entrepreneur to consider
alternative ways to continue an entrepreneurial career if he/
she desired it, and therefore could deploy the necessary energy
to get there.

Conceptualized by Seligman (1998), optimism refers to the
attribution of positive events to internal, permanent, and
pervasive causes, and negative events to external, temporary,
and related to a specific situation cause. In contrast, a pessimistic
attribution style interprets positive events as belonging to
external and temporary factors related to a particular situation
and explain negative events in terms of internal, permanent,
and generalized factors. From this point of view, optimistic
people tend to consider that the causes of desirable events
are under their control (Luthans et al,, 2007). Moreover, they
expect the causes of these events to persist over time and to
be helpful to manage other situations in different areas of
their lives. In this way, they see things positively and internalize
the positive aspects of their lives, not only in the past and
the present, but also in the future. Luthans et al. (2007) suggest
that this optimism must be realistic and flexible. It should
not be pushed to extremes, in which case an individual could
attribute all successes to him/herself, try to control all aspects
of his/her life, attribute failures only to external causes, and
shirk his/her responsibilities. In this respect, people with a
high degree of realistic optimism are capable of gratitude for
factors contributing to their success. Similarly, in a situation
of failure, they are able to classify information, to establish
facts, to learn from their mistakes, to accept what they cannot
change, and to move forward.

In the organizational behavior literature, some researchers
have shown that the PsyCap optimism can lead to a self-
fulfilling prophecy (Peterson and Chang, 2002). In addition,
a person with high realistic optimism is both motivating and
more motivated to achieve long-term success (Peterson, 2000).
Moreover, optimists are more likely to embrace change, to see
opportunities in the future, and to focus on these opportunities,
even in negative situations (Luthans et al., 2007). Therefore,
in a situation of failure, an optimistic entrepreneur would
consider this negative situation as a step allowing him to
accomplish  future success and to identify new
entrepreneurial opportunities.

In turn, resilience is defined by Luthans (2002a) as the ability
to bounce back or quickly recover from a hardship, a conflict,
a failure or even positive events such as progress and increased
responsibilities. This resilience involves everyday skills and
psychological strengths (Masten, 2001; Masten and Reed, 2002).
People of all ages and psychological conditions can maintain
and nurture resilience. Therefore, resilient people are not
exceptional and rare persons (Coutu, 2002).

According to Hayek (2012), resilience is an important
characteristic of entrepreneurs because they are known for
their determination when they face challenge. But in a situation
of failure this resilience can be undermined. Therefore, we suggest
that by nurturing or developing their resilience these
entrepreneurs can quickly recover from an unsuccessful
experience and re-start a business if they wish.

As mentioned above, the four components of PsyCap can
also help an entrepreneur to think about what has happened to
his/her business. First, we assume that the five cognitive processes
(i.e., representation, intentional, observation, self-regulation,
and self-reflection) building self-efficacy (Luthans et al., 2007)
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will help to learn from failure. Hope, optimism, and resilience
also are resources that will help to manage failure and its negative
consequences to promote learning. These four components act
as a resource caravan like as mentioned by the COR theory.
Failed entrepreneurs face a loss of resources due to the financial,
psychological, and social costs of their business failure. We assume
that these costs would be negatively related to PsyCap. However,
individuals are motivated to use their resources to face with a
loss situation. Drawing on COR theory, and on our review of
the literature, we propose that PsyCap would be a positive cognitive
resource that buffers the potential threat of a business failure’s
consequences on learning from failure. By using their personal
resource through PsyCap, failed entrepreneurs gain new resources
(energies) such as new knowledge acquired by learning from
failure. The mediating role of PsyCap has been highlighted in
research on well-being (Sabot and Hicks, 2020), on job performance
and job burnout (Gong et al., 2019) as well as on entrepreneurs’
life satisfaction (Bockorny and Youssef-Morgan, 2019), but as
far as we know, no research has yet proposed a mediating effect
of PsyCap on the relationship between business failure consequences
and learning from failure. In this context, we make the
following propositions:

Proposition 2: Financial, psychological and social costs
negatively influence PsyCap.

Proposition 3: PsyCap mediates the negative impact of
financial, psychological and social costs of entrepreneurial
failure on learning from failure.

Impact of Learning and PsyCap on
Re-creating

By learning from his/her entrepreneurial failure, an entrepreneur
increases his/her knowledge on different levels: his/her knowledge
about him/herself (his/her strengths and weaknesses, skills,
abilities, and entrepreneurial approach’s efficacy), the
disappearance of his/her venture (strengths and weaknesses of
the venture and reasons for failure), the nature of his/her
networks and relationships (managing a team, working with
a partner, persuading investors, and building valuable
collaborations) and the venture management (development of
new models of how to manage and grow entrepreneurial
ventures; Cope, 2011). These learning outcomes give him/her
a future-oriented vision and increase his/her entrepreneurial
preparedness’ level to pursue entrepreneurial activities. This
new knowledge will be even more useful if the entrepreneur
uses it in another business (Shepherd, 2003; Shepherd et al.,
2009b), whether it is his/her own new business or if he/she
pursues his/her career in the entrepreneurial field without
creating a new business (Cope, 2011). This leads to the
following proposition:

Proposition 4: Learning outcomes from failure have a positive
influence on the intention of re-creating a new business.

Other empirical studies also show that people who have started
a business are more likely to re-create a new one compared to

those who have never tried the entrepreneurial adventure (Caroll
and Mosakowski, 1987; Schutjens and Stam, 2006). Entrepreneurial
intention is a sine qua non condition for entrepreneurial behavior
(Krueger, 2003). In their study, Schutjens and Stam (2006) found
that most entrepreneurs who have ceased their activity still keep
their entrepreneurial intentions at the time of their first business
closure. According to these authors, the amount of hours invested
in the first company and the experience of running a business
contribute to the intention of re-starting a new business.

A few studies have explored the impact of learning from
failure on the intention to re-create and the actual re-creation
of a new business. Entrepreneurs who have experienced a
business exit (by closing, ceasing, or leaving their ventures)
have more relevant entrepreneurial skills and identify business
opportunities more often than those who did not undergo an
entrepreneurial exit (Hessels et al., 2011). In this context, some
assume that a new business created by a renascent entrepreneur—
that is, an entrepreneur who has exited his/her business and
re-enters into entrepreneurship (Stam et al., 2008)—will present
better performance (Ucbasaran et al., 2013). A study by Yamakawa
et al. (2013) has investigated it empirically by interviewing
Japanese entrepreneurs who re-launched a venture after one
or more unsuccessful experiences. They studied the influences
of cognitive determinants (that is the internal attribution of
the cause of failure and intrinsic motivation to re-start a new
business) and the experience of failure on the growth of the
new business. Entrepreneurs attributing the cause of failure
to themselves had better performance when they had had a
small number of failures. By contrast, the performance decreased
for those who had experienced many failures. For these
researchers, entrepreneurial failure is not always beneficial. The
relationship between previous failure and the pursuit of an
entrepreneurial career is influenced by the cognition of
the entrepreneur.

Given that the pursuit of an entrepreneurial career is
influenced by entrepreneurs’ cognitions (Yamakawa et al., 2013),
the development of PsyCap among failed entrepreneurs should
facilitate their learning and promote the re-creation of a new
business. PsyCap is a mechanism by which past experiences
of failure can shape entrepreneurs to pursue their entrepreneurial
journey (Jenkins et al,, 2014). By attributing negative events
to external, uncontrollable, and varied causes, an individual
develops and maintains his/her resilience optimism (Luthans
and Youssef, 2004). The latter can help an entrepreneur to
preserve his/her entrepreneurial motivations after such a negative
experience (Jenkins et al., 2014). The pursuit of an entrepreneurial
career could be related to a potential high resilience of the
entrepreneur (Jenkins et al, 2014). This leads to the
following proposition:

Proposition 5: PsyCap has a positive influence on the
intention to re-create a business.

In a context of entrepreneurial failure, the development
or consolidation of entrepreneurs’ PsyCap can mitigate the
negative impact of the failure’s consequences on learning.
He/she will learn from his/her mistakes and will therefore
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be motivated to launch a venture again. This leads to our
sixth proposition:

Proposition 6: If failed entrepreneurs have a high PsyCap,
they will learn more easily from their unsuccessful
experience, have a more important intention to re-create
a business, and will be more likely re-create a new business.

However, even if an entrepreneur with a high degree of
PsyCap manages to learn from failure and wishes to start
anew, this willingness can be reduced by too much debt following
failure and/or by stigmatization suffered by the entrepreneur
in his environment (European Commission, 2007). A good fit
between the environment and the individual’s personal attributes
shapes the entrepreneurial intentions (Kristof-Brown et al.,
2005; Hsu et al., 2017). There are different perceptions of failure
among countries or even in several areas in a country (Cardon
et al., 2011). Failure is tolerated when the area has a munificent
business climate providing support to sustain troubled businesses.
In this context, failed entrepreneurs are not stigmatized. In
regions where business failure is attributed to a mistake, the
stigmatization of entrepreneurs is higher and influences the
entrepreneurs’ view of themselves. This stigmatization will affect
the entrepreneurs’ willingness to re-create a new business.
Moreover, a business failure can generate financial losses. If
an entrepreneur has no financial resources on his/her own,
he/she will not be able to launch a new business. Hence,
financial losses and entrepreneurial stigma would both have
a moderating effect on the relationship between the intention
to re-create and the actual re-creation following failure (Burchell
and Hughes, 2006; Stam et al., 2008; Cope, 2011; Simmons
et al., 2014). This leads us to the following proposition:

Proposition 7: Debt and/or stigma moderate the
relationship between intention to re-create and actual
re-creation. More specifically, the more debt an
entrepreneur has and/or the more stigmatized he/she is
after failure, the less positive the relationship between the
intention to re-create and the actual re-creation will be.

Conceptual Framework

Figure 1 presents our conceptual model. It suggests that PsyCap
would promote (1) learning in the context of entrepreneurial
failure and (2) the intention of the failed entrepreneur to
pursue his/her entrepreneurial career. The failure’s consequences
will prevent the good process of learning from failure (Ucbasaran
et al., 2013; P1). We propose that there is a negative relation
between business failure consequences and PsyCap (P2). However,
in a situation of loss of resources, such as business failure, a
failed entrepreneur will be motivated to gain new resources
through learning from failure. To acquire these new resources,
he/she will use other resources he/she has, such as his/her
PsyCap. If this positive state encourages the entrepreneur to
learn from his/her mistakes (P3), he/she could manifest the
desire to continue his/her entrepreneurial career by not repeating
the same mistakes (P4 and P5). Since the intention to create

is a sine qua non condition to the effective creation (Krueger,
2003), we assume that the intention of re-creating a new
business will help to lead to the real re-creation of a new
venture (P6). However, this effective recreation could be reduced
if the entrepreneur has too much debt and/or feels strongly
stigmatized by his environment, even if he has a high PsyCap
and feels he has learned from his failure (P7).

DISCUSSION

Many researchers agree that entrepreneurs learn from their
entrepreneurial failure (McGrath, 1999; Minniti and Bygrave,
2001; Shepherd, 2003; Cannon and Edmondson, 2005; Cope,
2011; Ucbasaran et al, 2013). However, given the financial,
psychological, and social consequences of business failure and
of the social stigmatization of these entrepreneurs, this learning
is not an easy task (Ucbasaran et al., 2013). Despite these barriers,
3%-8% of them still re-start a new activity. How to explain
this figure? Our conceptual model can be of some help. Its
originality stems from a positive approach to promote learning
from failure through PsyCap and their impact on the intention
to re-create, as well as the effective re-creation of a subsequent
business. Drawing on COR theory (Hobfoll, 1989, 2002),
we considered that the PsyCap is a personal resource that failed
entrepreneurs can mobilize to gain new knowledge about
entrepreneurship. We suggest that a high level of PsyCap buffers
the negative effects of the failure’s consequences on entrepreneurial
learning process. In addition, we assume that it also has a positive
effect on the intention to re-create a business; this intention
can be followed by effective re-creation of a new venture. Similarly,
the accumulation of knowledge on the entrepreneur him/herself,
the ending of his/her business, and the management of a business
and professional relationships can positively influence his/her
intention to create a new venture and really do it.

Understanding the barriers and facilitators of learning from
failure and their implications for the pursuit of an entrepreneurial
career process from a theoretical point of view offers interesting
avenues for future research.

If some authors have begun to investigate the cognitive and
emotional processes that influence the performance of a new
business after previous business failures (Yamakawa et al., 2013)
or to make sense of this failure (Byrne and Shepherd, 2013),
few studies have focused on mechanisms that facilitate learning
from entrepreneurial failure. Through our theoretical model,
we try to answer the following question: Does a positive
psychological state allow better learning and re-starting after a
business failure? The positive approach of PsyCap would enable
entrepreneurs to capitalize on their failure’s experience in order
to better bounce back from it. A study on job search has shown
that through interventions and training to help job seekers to
develop their PsyCap, they increased their perceived employability
in their job search (Chen and Lim, 2012). By developing a
high degree of PsyCap, unemployed people are more confident
about their abilities and skills, are more optimistic about the
future, do not give up their job search, and invent solutions
to overcome obstacles in their job search. This positive attitude
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encourages them to look for opportunities rather than to attribute
their difficulties to external causes and blame themselves (Chen
and Lim, 2012). While a job search situation is not similar to
an entrepreneurial failure, we believe that the development of
PsyCap may have similar effects on the ability of entrepreneurs
to learn from their failure and continue their entrepreneurial career.

The concept of PsyCap is used more and more in the field
of organizational behavior. Some authors have also started to
introduce it in the field of entrepreneurship (Jensen and Luthans,
2006; Jenkins et al., 2014). Its application to the entrepreneurial
process could be considered at the venture creation stage, as a
determinant of opportunities identification or intention to create,
or later, as a determinant of performance. Welter and Scrimpshire
(2021) have recently called to incorporate PsyCap into
entrepreneurship research and develop research questions on topics
such as opportunity evaluation or the process of entrepreneurship.

Besides PsyCap, other cognitive or affective mechanisms
may also be relevant to promote learning from failure in order
to re-create a new business. In particular, we believe in the
potential of the concept of hardiness developed by Maddi
(2013). Luthans et al. (2007) also suggest that cognitive processes,
such as creativity and wisdom, as well as emotional processes,
perceived well-being, flow (that is a state of maximum
concentration) and humor should be investigated, as these
could also be constitutive of PsyCap. Based on the COR theory,
these other mechanisms are resources forming a resource
caravan. The more resources an individual has, the more he/
she will be prone to gain additional resources and recover
from losses (Halbesleben et al., 2014).
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