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ABSTRACT 

“The heart of entrepreneurship is the creation and/or recognition of opportunities,” 

(Timmons et al, 1987, p.409). Although there is no universal definition of 

entrepreneurship, opportunity recognition has been viewed as the central definition 

of the phenomenon (Hills et al., 1997). This study presents an opportunity 

recognition framework in the Hong Kong SMEs context. Guanxi and four trait 

variables, namely, self-monitoring, extroversion, entrepreneurial self-efficacy and 

creativity are the independent variables in the framework while the number of 

opportunities recognized is the dependent variable.  

 

The primary goal of this study is to examine the relationship between entrepreneurs’ 

personal traits (self-monitoring, extroversion, self-efficacy and creativity) and the 

number of opportunities recognized as the latter was regarded as key to 

entrepreneurship (Christensen et al., 1994; Gagio, 1997; Gaglio and Katz, 2001; 

Gartner et al., 2003; Kirzner, 1997; Shane and Venkataraman, 2000). Also, this study 

aims at (1) providing insights of antecedents of guanxi; (2) looking into the 
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mediating effect between self-monitoring/extroversion, guanxi and the number of 

opportunities recognized; (3) exploring a new dimension of self-monitoring 

construct in Chinese context; and (4) examining different personalities of individuals 

in recognizing opportunities because the latter is viewed as an individual-level 

phenomenon (Hills et al., 1999). 

 

The sample of this study was constituted of entrepreneurs from Hong Kong SMEs. A 

mail survey was used to test the relationships between different constructs. In a 

sample of 162 SMEs’ entrepreneurs, the findings of the mail survey demonstrated 

support for four of the nine hypotheses. The findings suggested that extroversion, 

entrepreneurial self-efficacy and creativity were positively related to the number of 

opportunities recognized. In particular, extroversion was found to be the antecedent 

of guanxi.  
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Chapter 1   Introduction 

 

1.1  Introduction 

To define a distinctive domain for the field of entrepreneurship, researchers have 

recently focused on the nexus of entrepreneurs and opportunities (Eckhardt and 

Shane, 2003). Gradually, opportunity recognition has been viewed as the core 

attribute of entrepreneurship (e.g. Shane and Venkataraman, 2000; Singh, 1998; 

Hills et al., 1997). Although there is no universal definition of entrepreneurship, 

opportunity recognition has been widely regarded as the central definition of the 

phenomenon (Hills et al., 1997).  

To address its importance to entrepreneurship, scholars have developed different 

kinds of opportunity recognition models and framework. The majority of them are 

related to economics (Kirzner, 1979; Schumpeter, 1950), networks (Singh, Hills and 

Lumpkin, 1999), psychology (Gaglio and Katz, 2001) and socio-cognitive 

perspective (De Koning and Brown, 2001; Gaglio, 1997; Sigrist, 2000). All these 

models and frameworks aim at indicating the fact that entrepreneurship is 

opportunity driven (Hart, Stevenson and Dial, 1995). 

Koller (1988) reported that most entrepreneurs recognize rather than seek 

opportunities for their firms. Nevertheless, Lumpkin, Shrader and Hills(2001) 
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explained that opportunity recognition occurs prior to the launch of the ventures or 

throughout the life of the ventures and entrepreneurs.  

This study aims at developing the opportunity recognition framework in Hong Kong 

SMEs context. It considers the paramount importance of guanxi in Chinese context 

and examines the mediation between self-monitoring/extroversion, guanxi and the 

number of opportunities recognized. Moreover, entrepreneurial self-efficacy and 

creativity are put to the framework, which influence the number of opportunities 

recognized. The investigation between the above personal traits and the number of 

opportunities recognized gives insights to entrepreneurs that their personal attributes 

can help them come up with business opportunities.  

Hong Kong’s economic success is largely attributed to its dynamic entrepreneurs 

(Szczepanik, 1958, Riedel, 1974; Cheng, 1982; Chen, 1988; Yu, 2000). Also, the 

cultural, economic and political environments of Hong Kong are favourable for 

incubating entrepreneurship (Global Entrepreneurship Monitor-Hong Kong and 

Shenzhen, 2003). Therefore, Hong Kong is befitting for investigating 

entrepreneurial opportunity recognition.  
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1.1.1  Chapter Objectives 

The objectives of this chapter are 1) to understand the background of the study; 2) to 

identify the research problem; 3) to determine the scope of study; 4) to briefly 

discuss the justification for this research; and 5) to describe the objectives and 

outline of this study.   

 

1.2  Research Problem  

By identifying the ultimate importance of opportunity recognition to the study of 

entrepreneurship (Christensen, Madsen and Peterson, 1994; Gaglio, 1997; Gaglio 

and Katz, 2001; Gartner, Carter and Hills, 2003; Kirzner, 1997; Shane and 

Venkataraman, 2000, Koller, 1988; Lumpkin, Shrader and Hills, 2001), this study 

addresses the most concerned questions: why and how entrepreneurs are able to 

recognize opportunities. Scholars (Lumpkin et al, 2001; Long and McMullan, 1984; 

Hansen, Lumpkin and Hills, 2004) suggest that entrepreneurial opportunity 

recognition is a process rather than a cross-sectional variable. Longitudinal study is 

appropriate for studying this process, however, due to the limitation of time and 

resources, this study will only focus on the number of opportunities recognized. 

Quantifying the variable helps entrepreneurs assess their personal characteristics in 

expediting businesses. The contribution of researching into cross-sectional variable 



Chapter 1   Introduction 
 

 4 

will be detailed in corresponding sections.   

In conventional opportunity recognition study, social network is examined as the key 

antecedent to opportunity recognition. This study looks at social network from a 

Chinese perspective, which is translated as guanxi (Li, 2004). Guanxi lies at the 

heart of the Chinese society and is recognized as the key determinant in making 

business decisions (Leung and Li, 1997). Nevertheless, self-monitoring, 

extroversion, entrepreneurial self-efficacy and creativity are suggested as necessary 

personal traits that lead to the number of opportunities recognized. Kasouf (2003) 

and Ardichvili, Cardozo and Ray (2003) have successfully proved the relationship 

between self-efficacy, creativity and entrepreneurial opportunity recognition process. 

This study additionally investigates the potential antecedents (self-monitoring and 

extroversion) of guanxi which is believed to influence the number of opportunities 

recognized. Guanxi has been regarded as a prominent factor in entrepreneurial 

opportunity recognition in Chinese context (Leung et al., 1997). However, not much 

empirical research has been conducted to examine this area.  

It is very important to note that the purpose of this study is not to question the 

importance of personal traits to explain entrepreneurial opportunity recognition 

because many personalities are shown to affect entrepreneurial behaviour (Lumpkin 

and Dess, 1996; Ahmed, 1985; Begley and Boyd, 1987; Miner, Smith and Bracker, 
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1989; Lumpkin and Erdogan, 1999). Rather, this study suggests the mediation 

between personal traits (self-monitoring and extroversion),guanxi and the number of 

opportunities recognized. The result will not only provide new directions to guanxi 

literature, but the empirical study of personal traits (self-monitoring and 

extroversion) and guanxi will also advance the existing cultural theory in Chinese 

context. Apart from these theoretical contributions, this empirical research among 

these variables also contributes insights to the definition of entrepreneurship (Hills 

et al., 1997; Stevenson and Jarrillo-Mossi, 1986; Stevenson et al., 1989; Stewart, 

1991).  

 

1.3  Research Objectives 

By incorporating the role of guanxi in recognizing opportunities, the opportunity 

recognition framework of this study differs from the existing literature( Ardichvili et 

al., 2003; Christensen et al., 1994; Gaglio and Taub, 1992; Gartner et al., 2003; Hills 

et la., 1997; Singh et al., 1999, Limpkin et al., 2003; Shane and Venkataraman, 2000) 

in that: (1) it provides insights of antecedents of guanxi; (2) it looks into the 

mediating effect between self-monitoring/extroversion, guanxi and the number of 

opportunities recognized; (3) it examines different personalities of individuals in 

recognizing opportunities because the latter is viewed as an individual-level 
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phenomenon (Hills et al., 1999); and (4) it explores a new dimension of 

self-monitoring construct in Chinese context. 

 

1.4  Scope of Research 

According to Global Entrepreneurship Monitor Hong Kong and Shenzhen (2003), 

Hong Kong’s political, institutional and social contexts are excellent for the 

development of entrepreneurship. It is widely known that the economic success in 

Hong Kong is largely attributed to dynamic entrepreneurs (Yu, 2000). Also, SMEs 

characterize the efforts of Hong Kong today’s entrepreneurs (Chua, 2002). They are 

chosen for this study because of the following reasons. First it was based on the fact 

that SMEs make up the majority of enterprises in various economies, and in fact 

they accounted for 98% of Hong Kong’s total establishments with more than 1.36 

million people (60 percent of the private sector employees) and they are the essential 

elements to the growth of economy (Hong Kong SMEs Information Center, 2005). 

Moreover, the full implementation of CEPA between mainland China and Hong 

Kong brings numerous business opportunities to enterprises (Hong Kong Trade 

Development Council, 2005). Studying opportunity recognition issues in the Hong 

Kong SMEs context is paramount and encouraging to economic growth. Lastly, 

guanxi is a cultural factor in any Chinese society. Hong Kong SMEs provides an 
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appropriate platform to study this cultural issue.  

 

1.5  Justification of the Research 

Earlier studies devoted to personal traits on influencing entrepreneurial actions, 

(Lumpkin and Dess, 1996; Ahmed, 1985; Begley and Boyd, 1987; Miner et al., 1989; 

Lumpkin and Erdogan, 1999) especially those focusing on self-efficacy and 

creativity, show that the two traits were positively related to successful opportunity 

recognition (Krueger and Dickson, 1994; Krueger and Brazeal, 1994; Kay, 1986; 

Hills et al., 1997). As opportunity recognition is the critical first step of 

entrepreneurial process (Christensen et al., 1994; Hills, 1995; Timmons et al., 1987), 

more personal traits other than the above should be explored. The investigation 

between self-monitoring, extroversion, entrepreneurial self-efficacy, creativity and 

the number of opportunities recognized gives different perspectives to entrepreneurs 

to understand why their personal attributes help them come up with entrepreneurial 

opportunities. Furthermore, a cognitive study which focuses on personal traits of 

entrepreneurs helps investigate the development of the entrepreneurial process 

(Gaglio and Taub, 1992; Long and McMullan, 1984).  

Entrepreneurs’ social network has been deemed to be the “most significant resource 

of the firm”(Johannisson, 1990, p.41). It helps entrepreneurs expose to venture 
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opportunities. In Chinese society, guanxi is the loose translation of social network 

(Li, 2004) and it is paramount to business network (Kanter, 1989; Ohmae, 1989; 

Ernst and Bleeke, 1993; Buttery and Buttery, 1994). A study of the relationship 

between self-monitoring/extroversion and guanxi helps Chinese entrepreneurs 

utilize their asset (personal attributes) to build up “personal relationship” (Davies, 

Leung, Luk and Wong, 1995,p.207), which is ideal for achieving business goals 

through exchange of favours (Buttery and Wong, 1999). 

 

1.6  Dissertation Outline 

To answer all the above inquiries, this dissertation proceeds as follows. Chapter 2 

lays the foundation of exploring the research question. It firstly reveals the existing 

literature on entrepreneurial opportunity recognition, with the significant role of 

opportunity recognition in entrepreneurship. This is followed by a definitional 

discussion about entrepreneurial opportunities. Secondly, literature on 

self-monitoring, extroversion, entrepreneurial self-efficacy and creativity will be 

discussed. Lastly, the author will focus on guanxi literature, which links to the 

mediation hypotheses development in the corresponding sections.  

Chapter 2 also provides linkages between self-monitoring, extroversion and guanxi. 

These linkages demonstrate the antecedent roles of self-monitoring and extroversion 
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to guanxi. Building on the two linkages, guanxi is theorized to mediate the impact of 

self-monitoring and extroversion and the number of opportunities recognized. 

Deriving from the existing literature and specific research hypotheses, a research 

framework is developed in the same chapter. 

Chapter 3 describes the quantitative approach used to address the research problem 

of this study. The scope of the research and sampling frame are set to identify 

respondents of the study. To obtain validity of the framework, mail survey was used 

to collect data from a large sample size. This chapter also details the 

operationalizations, reliability and validity of measures used in the mail survey. 

Specifically, results of exploratory factor analyses are used to screen and prepare the 

data for Chapter 4. 

Chapter 4 reports the research findings of questionnaires. After pinpointing the 

general procedures underlying the hierarchical regression analyses, means, standard 

deviations and correlations of all variables are included in sections of this chapter. 

Then, testing of hypotheses including main model effects and mediating effect is 

presented.   

Chapter 5 reviews and discusses the results, implications and conclusions of the 

study. First, it revisits the research objectives of the study to elaborate the analysis 

results subsequently. Secondly, it gives an in-depth discussion of the statistical 
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results reported in Chapter 4, then the theoretical and practical implications of these 

results are presented. Furthermore, it suggests some potential direction for future 

research and exhibits the limitations of the study. Finally, it ends by explaining the 

contributions to existing literature. 

 

1.7  Chapter Conclusion 

In this chapter, general information about this study has been provided. The research 

background, problem and objectives are reviewed against the key insights gained 

from the existing literature. The outline of this research has also been detailed.  
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Chapter 2   Literature Review and  

Hypotheses Development 
 

2.1  Introduction 

A survey of literature in this chapter is prepared to show the reasons of selecting the 

dependent (the number of opportunities recognized) and independent 

(self-monitoring, extroversion, entrepreneurial self-efficacy and creativity) variables. 

In addition, past empirical research of each variable is articulated to provide a solid 

foundation for developing the study.  Furthermore, this chapter examines the 

mediating effect between the self-monitoring or extroversion, guanxi and the 

number of opportunities recognized. The literature review presents, synthesizes and 

integrates the following research concepts: (1) the concept of opportunity 

recognition in entrepreneurship; (2) characteristics of self-monitoring, extroversion, 

entrepreneurial self-efficacy and creativity and (3) different aspects of guanxi.  

In each subsection, corresponding hypotheses are introduced that specify the 

relationships between the four personal traits, guanxi and the number of 

opportunities recognized. Finally, the opportunity recognition framework in the 

Hong Kong SMEs context is presented at the end of this chapter.  
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2.1.1  Chapter Objectives 

The major objectives of this chapter are 1) to review the importance of studying 

opportunity recognition in entrepreneurship; 2) to understand the concept of 

opportunity recognition; 3) to illustrate the rationale for selecting self-monitoring, 

extroversion, entrepreneurial self-efficacy and creativity and guanxi for the study; 4) 

to explain the root, definition, types, purposes of guanxi; 5) to develop the 

hypotheses for this research; and 6) to explain the relationship between each 

construct in the framework.  

 

2.2  Why Study Opportunity Recognition? 

Stevenson and Jarrillo-Mossi (1986) asserted that entrepreneurship involves the 

ability and desire to recognize and pursue opportunities. In fact, opportunity 

recognition has emerged in the central field of entrepreneurship research (Gaglio, 

1997; Venkataraman, 1997; Shane and Venkataraman,2000) with numerous articles 

addressing its importance and related topics (Hills and Shrader, 1998; Hills, 

Lumpkin and Singh, 1997; Koen and Kohli, 1998; Singh, Hills, Hybels and 

Lumpkins., 1999 Zietsma, 1999; Craig and Lindsay, 2001; Shepherd and De Tienne, 

2001). Schumpeter (1934), the father of entrepreneurship emphasized that 

individuals should pay attention to the ways which new opportunities arise in the 
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market. As entrepreneurship is equivalent to market changes and development, 

recognition of opportunities is one of such changes and it represents a difference 

between entrepreneurs and other market variables. Therefore, scholars agreed that 

understanding opportunity recognition represents an interesting area for all of them 

to develop the entrepreneurship theory (Kirzner, 1979; Timmons, Muzyka, 

Stevenson & Bygrave, 1987). 

Venkataraman (1997) and Shane and Venkataraman (1997) suggested that the nexus 

of opportunity and entrepreneurs is critical for understanding entrepreneurship 

because there are different people playing the role of entrepreneurs and at the same 

time opportunities are different whenever and however they are discovered or 

recognized. From a broad perspective, studying both the differences emphasizing 

entrepreneurship is in itself a distinctive domain, providing topics for business and 

education research in future. Recent researchers (Venkataraman, 1997; Shane and 

Venkataraman 1997; Gaglio, 1997; Hills and Shrader, 1998; Hills, Lumpkin and 

Singh, 1997; Koen and Kohli, 1998; Singh, Hills, Hybels and Lumpkins., 1999 

Zietsma, 1999; Craig and Lindsay, 2001; Shepherd and De Tienne, 2001) 

incorporated different empirical studies of the nature of opportunities, exploitation 

of opportunities and multiple dimensions of opportunity recognition, to create a 

systematic body of information about entrepreneurship. It is clear to notice that 
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studying opportunity recognition is crucial to the development of entrepreneurship.   

 

2.3  The Concept of Opportunity Recognition  

2.3.1  Definition of Entrepreneurial Opportunity 

For this section, the definitions of “opportunity”, “entrepreneurial” and 

“entrepreneurial opportunity” are discussed accordingly.  

In broad terms, an “opportunity” is the chance to meet market needs, interest or 

wants through a creative combination of resources to deliver superior values 

(Schumpeter, 1934; Kirzner, 1973; Casson, 1982). It is situational and spawned 

when there are changes of circumstances, chaos, inconsistencies, knowledge or 

information gaps, and a number of vacuums in a market. On different occasions they 

may be entirely idiosyncratic, generalized and can be applied across industries, 

products and services. In this case, different people can recognize and act on 

different opportunities for the sake of their own benefits (Dellabarca, 2002).  

Adding the term to “opportunity”, “entrepreneurial” is an adjective of 

“entrepreneur”. He/she is recognized as a person, who starts a commercial venture 

and take the financial risk. Scholars (Casson, 1982; Shane and Venkataraman, 2000; 

Eckhardt and Shane, 2003) define “entrepreneurial opportunity” as “a situation in 

which new goods, services, raw materials, markets and organizing methods can be 
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introduced through the formation of new means” (Eckhardt and Shane, 2003). 

Meanwhile, Vesper (1993) distinguished two types of entrepreneurial opportunities, 

namely business opportunity and new venture opportunity. Business opportunity 

implies entrepreneurs recognized opportunities for new profit potential for their 

enterprises. While new venture opportunity implies entrepreneurs recognize 

opportunities for establishing new ventures. Based on what has been discussed, an 

entrepreneurial opportunity can be redefined as individuals’(entrepreneurs) situation 

in which new goods, services, raw materials, markets and organizing method can be 

used to gain new profit potential for existing enterprises or establishing new 

ventures. In this study, all opportunities are referred to as entrepreneurial 

opportunities. The two subsequent subsections detail past empirical research on 

opportunity recognition in entrepreneurship.  

 

2.3.2  Past Empirical Research of Opportunity Recognition and 

Entrepreneurship Theories  

The above definition lays a foundation for understanding the main theme of the 

study. In the following paragraphs, the author re-emphasizes the importance of 

studying opportunity recognition to entrepreneurship. Then various empirical studies 

are shown to support the issue.  
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Timmons et al., (1987) and Stevenson, Roberts and Grousbeck and Bhide (1999) 

defined creation or recognition of opportunities as the heart of entrepreneurship, 

because many successful entrepreneurs have the ability to identify and select right 

opportunities for developing businesses. Hills (1995) also emphasized that although 

there is no universal definition of entrepreneurship, the focus of opportunity 

recognition has been regarded as the central theme for understanding 

entrepreneurship. Researchers have articulated the close relationship between 

opportunity recognition and entrepreneurship. Stevenson et al. (1985) described 

entrepreneurship as an approach to management. They interpreted this approach as 

“the pursuit of opportunity without regard to resources currently controlled” (p.5). 

Moreover, Christensen, Madsen and Peterson (1994) defined entrepreneurship as the 

management behaviour, which is opportunity driven. Stevenson and Jarillo-Mossi 

(1986) viewed entrepreneurship as the process of creating value by combining 

resources to identify opportunities. Shane and Venkataraman (2000) concluded that 

the examination of how, by whom and with what opportunities to create future 

goods and services are discovered as entrepreneurship. All these literature 

demonstrate the vitally important relationship between opportunity recognition and 

entrepreneurship. This is the main reason of why opportunity recognition is chosen 

for this study.  
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Some scholars suggested that weak ties (Granovetter, 1973) and structural holes 

(Burt, 1992) are the indicators of accessibility to information that can lead to 

opportunities. Weak ties are casual acquaintances, which individuals do not spend 

much time to maintain the relationships. However, they act as “bridges” between 

entrepreneurs and the information source. Also, the casual acquaintance of 

entrepreneurs is more likely to provide unique information to them. Structural holes 

imply the “space” within the relationships. If an entrepreneur has a highly dense 

network, he or she will be exposed to redundant information. In other words, an 

entrepreneur with a network that has many structural holes will have more chances 

to expose to information and also identify more opportunities. Following the 

rationale of weak ties (Granovetter, 1973) and structural holes (Burt, 1992), Hills et 

al. (1997) and Singh, Hybels and Hills (2000) developed studies to support 

entrepreneurs’ network affecting opportunity recognition. Hills et al. (1997), based 

on 190 entrepreneurs of organizations with revenues between $5 and $100 million 

dollars in Chiacago, concluded that network entrepreneurs identify more business 

opportunities. Solo entrepreneurs are more likely to have special alertness towards 

opportunities because network entrepreneurs depend on their social ties to provide 

them with information. Moreover, solo-entrepreneurs were found to be more 

creative because they are able to allocate more time to shape their creativity, while 
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the network counterparts gain creative-related information from their network ties. 

Singh et al. (2000) based on 308 surveys obtained from entrepreneurs of young IT 

firms to examine the relationship between the social network size, the number of 

structural holes and the number of venture opportunities recognized. The study 

found that the size of network is positively related to the number of venture 

opportunities recognized because the larger the network, the more the information 

they could gather. Thus, more opportunities will be recognized. Nevertheless, the 

study supported the relationship between the number of structural holes and the 

number of venture ideas identified, while the number of structural holes was 

marginally supported the number of venture opportunities recognized. Singh et al. 

(2000) emphasized that the marginal support encourages the concept that 

opportunity recognition is a process and the ideas identification is another construct 

differing from the concept.  

Previous opportunity recognition research can be described by two approaches, 

namely economic events and process models. Singh et al.’s (2000) explanation of 

the marginal support between the number of structural holes and the number of 

venture opportunities recognized pinpoints to the concept of the process model. The 

literature of the process approach is detailed in section 2.3.3.  

The economic approach of opportunity recognition assumes that situations happen in 
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the economy, which gives rise to new opportunities. Examples of these situations 

include demographic changes, sociopolitical trends, or changes in government 

policies. Disequilibrium exists when those changes happen. In other words, there is 

an imbalance between demand and supply (Lumpkins, Hills and Shrader, 2001). 

According to Kirzner (1973), entrepreneurs’ unique roles in the economy are to find 

out, recognize and exploit opportunities by taking advantages of disequilibra. He 

believed that opportunity recognition is an event and it depends on entrepreneurial 

alertness. Opportunities are hereby recognized by the knowledge of marketplace’s 

condition owned by entrepreneurs. And the knowledge leads them have the ability to 

notice and recognize opportunities without search. The network entrepreneurs 

mentioned have obtained the knowledge from network ties that help them recognize 

opportunities. This economic approach is in fact associated with Austrian 

economics.  

Austrian economists believe that markets are composed of people who possess 

different information (Hayek, 1945) and the possession of the information allows 

people to recognize opportunities that others cannot see. Even if those people do not 

aggressively find opportunities, they can still recognize them in the markets. Some 

researchers from economic perspective further claim that opportunities cannot be 

discovered by searching because they are unknown (Kirzner, 1997; Kaish and Gilad, 
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1991). To conclude the Austrian economists’ theories, they assume that people 

cannot recognize all entrepreneurial opportunities in the world; information about 

opportunities rather than those people attributes determines whether the people can 

become entrepreneurs; and opportunity recognition depends on factors other than 

people’s ability and willingness. The Austrian economists’ theory is actually one of 

the entrepreneurship theories on researching the entrepreneurial process. 

Understanding opportunity recognition does not only depend on Austrian’s 

assumptions, other two schools of thoughts are paramount to the discovery of 

opportunities. They are neoclassical equilibrium theories and psychological theories 

(Shane, 2000).   

Neoclassical equilibrium theories assume that all opportunities have been 

recognized, because an equilibrium market does not allow individual to recognize 

opportunities that others do not notice. These theories assume that everyone can 

recognize all opportunities, and individuals attributes rather than information of 

opportunities determines the presence of entrepreneurs. Lastly, psychological 

theories proposed that entrepreneurship is characterized by some people’s specific 

attributes and not others. They argued that recognition of opportunities depends on 

people’s willingness or abilities to search for or identify opportunities. They assume 

that people’s attribute determine the presence of entrepreneurs and this 
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entrepreneurial process depends on individuals’ abilities and willingness to take 

action. The following subsection elaborates different process models or frameworks 

of opportunity recognition, which are influential in opportunity recognition research.   

 

2.3.3  Different Process Models/Frameworks of Opportunity Recognition  

As mentioned in the previous section, another approach of recent opportunity 

recognition research is the process model. Opportunity recognition is viewed as a 

multi-staged and an often-complex process. This perspective has been proved to be 

an interesting area of opportunity recognition research as it is influenced by different 

factors that are critical to the final outcome (Lumpkin et al., 2001). 

Long and McMullan (1984) based on 3 pilots studies from in–depth interviews and 

data from 51 entrepreneurs described the opportunity recognition process that can be 

segmented into four stages. They are pre-vision, point of vision, opportunity 

elaboration and decision to proceed. They also include both uncontrolled factors 

(cultural, social, economic factors and personality etc.) and control factors (alertness, 

and lifestyle etc), that affect potential entrepreneurs to recognize opportunities.  

Thereafter, Lumpkin et al., (2001) supported Long and McMullan’s (1984) model 

and suggested that opportunity recognition is inherently a creative process. They 

developed the new process model based on Wallas’s (1926) one. The five stages of 
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the model are preparation, incubation, insight, evaluation and elaboration. Two 

groups of entrepreneurs were surveyed for the study. In the first sample, 53 

entrepreneurs were referred to as Hall of Fame entrepreneurs, who were highly 

successful entrepreneurs of UIC/Chicago Area of Entrepreneurship. The second 

sample included 165 entrepreneurs who participated in a mail survey. The result 

found that opportunity recognition is a creative process. Entrepreneurs should think 

“out of the box”, which creates an environment for others’ criticism. The 

environment is useful for stimulating opportunity recognition. The study also found 

that entrepreneurs are more likely to recognize opportunities if they have prior 

knowledge about the industry’s and competitors’ knowledge. The proposed creative 

process of opportunity recognition was tested by Hansen, Lumpkin and Hills (2004) 

from 190 entrepreneurs in seven-country Chicago area. They proved that 

opportunity recognition can be divided into five separate stages. Nevertheless, 

creativity has the greatest impact on the stage of incubation and elaboration of the 

process.  

Gaglio and Taub (1992) proposed the opportunity recognition process model that 

focus on cognitive skills and strategies. It has four stages, namely pre-recognition 

stew (personal attributes, social forces, cultural factors etc.), eureka, development 

and decision. Four small business owners and four managers formed the sample of 
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their study. They were randomly assigned to one of two conditions. The first 

condition asked the participants to look at a business case and present how they 

translate the opportunities or ideas to their own businesses. In the second condition, 

participants were asked to examine the business cases to explore opportunities to 

improve their companies. The study found that entrepreneurs and managers use 

different strategies of opportunity recognition. It also showed that “entrepreneurial 

alertness can be operationalized as a set of cognitive process” (Gaglio and Taub, 

1992, p. 146). Behave (1994) based on interviews with 27 entrepreneurs of different 

industries established a process model of opportunity recognition. He identified two 

types of opportunity recognition in the process model. They are externally 

stimulated opportunity recognition and internally stimulated opportunity recognition. 

The former implies the decision to start a new venture prior to opportunity 

recognition. The study further found that entrepreneurs will eliminate inappropriate 

opportunities and stick to the chosen ones. Entrepreneurs then elaborate the chosen 

opportunities and turn them into business concepts.  The second type of the 

opportunity recognition process implies entrepreneurs discover opportunities (gaps 

or problems) that need to be fulfilled. They do not realize that creating businesses 

can help fulfill the opportunities. Once there are solutions for fulfilling the 

opportunities, it will be followed by the refining opportunities and business concept 
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identification. Building upon the past theoretical literature, Ardichvili and Cardozo 

(2000) developed an entrepreneurial opportunity recognition process model. They 

identified 20 experienced entrepreneurs who had started at least one successful 

venture, and collected data from 8 of them. Ardichvili and Cardozo (2000) believed 

that these 8 cases would provide essence of the total 20 entrepreneurs. Therefore, it 

was meaningless to collect additional data from the rest of 12 entrepreneurs. The 

result from the 8 in-depth interviews showed that entrepreneurial opportunities are 

discovered rather than searched. In addition, opportunity recognition is determined 

by three major factor, namely entrepreneurial alertness; entrepreneurs’ networks; and 

prior knowledge of markets and customer problems. In particular, prior knowledge 

of markets and customer problem is influenced by work and personal experience and 

education. The result also indicated that there can be an interaction effect between 

prior knowledge and entrepreneurial alertness, in which the former increase the 

latter.  

By reviewing the existing literature in different models or frameworks of 

opportunity recognition, it is clear that opportunity recognition is a process rather 

than an instant goal of entrepreneurs. Nevertheless, this study only focuses on an 

element of the process - the number of opportunity recognized. It is valuable to 

study the number of opportunities recognized as it directly influences the new profit 
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potential and establishment of new ventures. Prior to the introduction of 

self-monitoring, extroversion, entrepreneurial self-efficacy and creativity, the 

reasons for selecting these traits are discussed. All these personalities serve as a 

prelude to the theoretical development of the relationship between personalities and 

the number of opportunities recognized.   

 

2.4 Why Study Self-monitoring, Extroversion, Entrepreneurial 

self-efficacy, Creativity and Guanxi? 

In section 2.2, it explains the impact of studying opportunity recognition on 

entrepreneurship. Section 2.3.2 highlights past research on the positive relationship 

between weak ties (Granovetter, 1973), structural holes (Burt, 1992) and the number 

of opportunities recognized. The literature shows that social network has positive 

impact on the number of opportunities recognized (Hills et al., 1997; Singh et al., 

1999). Entrepreneurs in this case have access to people, who have close business 

contact with them; can provide necessary information for exploring opportunities or 

chat with them on general topics (De Koning, 1999). This leads to an interesting 

question that why some entrepreneurs are able to maintain those relationships and 

facilitate resource and information flows among them. As a result, they are allowed 

to recognize opportunities for establishing new venture or business development.   
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Mehra, Kilduff and Brass (2001) based on 93 employees and 22 supervisors of a 

high-technology firm, collected data of self-monitoring, social network and 

performance. Their study found that self-monitoring is positively related to the size 

of the workflow network and betweenness centrality in the friendship network. The 

result implies that high self-monitors maintain their social network better than low 

self-monitors in terms of the networks’ breadth and depth. Furthermore, extroversion 

was also found to have impact on the breadth of network (Lee and Tsang, 2001). The 

study based on 168 interviews with majority of small firms’ entrepreneurs in 

Singapore found that both the frequency and breadth of networking activities affect 

the venture growth. This is because the network and networking activities deeply 

involve the element of guanxi in the Chinese society.  

According to Yeung and Tung (1996), guanxi is equivalent to what has been called 

social network in western sociology. They are indifferent in the sense that both of 

them contribute to entrepreneurial goals. Both guanxi and social network are the 

social capital of entrepreneurs that provide networks to allocate information and 

resources, thus, discovering opportunities (Birley, 1985; Uzzi, 1999). In addition, 

guanxi is paramount in Chinese context as it not only relates to Chinese culture, but 

it is also important in the hierarchy of the government and the party above the rule 

of law (Hwang, 1987). It helps entrepreneurs and their firms to access to scarce 
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resources (Davies, Leung, Luk and Wong, 1995; Luo, 1997). Therefore, guanxi 

should be studied instead of social network in relation to the opportunity recognition 

in the Chinese context. The above literature supports the fact that self-monitoring 

and extroversion should be studied in relation to guanxi, as their positive 

relationship with social network. Also, they focus on people’s daily impression 

management (Gangestad and Synder, 2000) and human inter-relatedness (Vollrath, 

Krahe and Hampson, 2004), which may affect the quality of guanxi relationship and 

the opportunity recognition that are influenced by the flow of resource and 

information.  

Ardichvili, Cardozo and Ray (2003) developed a theory of opportunity identification 

process. It identifies two personal traits as antecedents of entrepreneurial alertness to 

business opportunities. They are self-efficacy (Krueger and Dickson, 1994; Krueger 

and Brazeal, 1994) and creativity (Schumpeter, 1934). Researchers (Krueger and 

Dickson, 1994; Krueger and Brazeal, 1994) found that perceived self-efficacy is 

positively related to perceived opportunity recognition if individuals believe they are 

competent at decision making, they see more opportunities in a risky environment. 

Chen, Greene and Crick (1998) observed entrepreneurial self-efficacy as a distinct 

characteristic of entrepreneurs. Also, it implies the belief of an entrepreneur that he 

or she is capable of performing an entrepreneurial task successfully (Boyd and 



Chapter 2   Literature Review and Hypotheses Development 
 

 28

Vozikis, 1994). Therefore, in the same environment, an entrepreneur with higher 

entrepreneurial self-efficacy sees more opportunities than the one with lower 

self-efficacy. Furthermore, creativity has been first introduced by Schumpeter (1934), 

who noticed that successful entrepreneurs can recognize opportunities that others do 

not see. Hansen, Limpkin and Hills (2004) found that creativity impacts on the 

opportunity recognition process.  

An opportunity recognition study includes personal traits (self-monitoring, 

extroversion, entrepreneurial self-efficacy and creativity) which endeavour to 

contribute to the cognitive components associated with opportunity recognition 

(Gaglio and Taub, 1992). Past literature of each personal trait and their 

corresponding hypotheses for the study are demonstrated subsequently.   

 

2.4.1  Self-monitoring 

During the last three decades, core research on self-monitoring has been 

accumulated in general social psychology (Gangestad & Snyder, 2000) and in 

consumer psychology in particular (DeBono, 1987; DeBono, 2000; DeBono & 

Harnish, 1988; Shavitt & Han, 1992; Snyder & DeBono, 1985). The construct of 

self-monitoring has consistently shown to influence human behaviour in different 

aspects (Gangestad & Snyder, 1985a & b; Snyder, 1995; ). Self-monitoring theory 
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provides a clear conclusion that the effects of self-monitoring orientation on how 

people shape the social world (Snyder, 1987). At the same time, research on 

self-monitoring has provided implications on the relationship between individual 

differences and their own social context (Gangestad and Snyder, 2000). According 

to past theoretical analyses of self-monitoring, people differ in the extent to which 

they can observe and control their expressive behaviour and self-presentation 

(Snyder, 1979). The author describes high self-monitors as individuals who express 

themselves for pleasing others. They are sensitive to behave appropriately in 

different occasions and in the eyes of other people, and they are highly responsive to 

others’ expression and behaviour. On the other hand, low self-monitors are 

true-to-themselves relatively to their counterparts because they are likely to show 

their inner beliefs and attitudes in social context.  

Snyder (1974) administered 41 true-false self-descriptive statements to 192 Stanford 

University undergraduates. Afterwards, the item analysis was performed to increase 

the internal consistency of these 41 items. 25 items were retained according to D 

value, which is a criterion for selecting items regarding the discriminative power and 

intermediate difficulty level (Nunnally, 1978). The final 25 items were subject to a 

group of 16 members of a male fraternity living group. The investigation found that 

high self-monitors are the persons, who “out of a concern for acting appropriately in 
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social situations, have become particularly skilled at controlling and modifying his 

social behaviour and emotional expression…” (p532). On the other hand, low 

self-monitoring individuals are less likely to control their self- presentation and 

expressive behavior, which fit the situational cues. Snyder’s (1974,p529) study 

highlights five characteristics of the personalities. They are 1) concern for the 

appropriateness of social behaviour; 2) attention to social comparison information ; 

3) ability to control or modify self-presentation; 4) use of this ability in particular 

situation; and 5) cross-situational variability of social behaviour. 

In the late 70’s and early 80’s, some scholars criticized the psychometric properties 

of the Snyder’s (1974, 1979) self-monitoring scale (Lippa, 1979; Briggs, Cheek and 

Buss., 1980; Gabrenya and Arkin, 1980; Lennox 1979). Briggs, Cheek and Buss 

(1980) carried out two studies, which were factor analysis and correlation analysis 

from 1,116 and 1,020 samples, based on the original self-monitoring scale (Snyder, 

1974). They identified that the three dimensions, extroversion, other-directedness 

and acting ability embedded in the construct are not necessarily to explain 

self-monitoring as “a person has the ability to entertain, read lines, and maintain 

stage presence does not necessarily mean that this person will attempt impression 

management in everyday personal interactions.” (Briggs et al., 1980, p. 684). Also, 

their findings challenged that the high correlations between self-monitoring and 
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other personality scales, namely Self-consciousness Inventory (Fenigstein, Scheier 

and Buss, 1975) and the near-zero average inter-item correlations may generate 

unrealistic result and conclusion in future research.  

Lennox and Wolfe’s (1984) study pointed out that four of the five self-monitoring 

characteristics explored by Snyder (1974) are positively related to social anxiety. It 

is obviously incompatible with self-monitoring, as social interaction is prominent to 

a high self-monitor instead. Lennox and Wolfe (1984) presented a revised 

self-monitoring scale, which was believed to help narrow the definition of Snyder’s 

(1974) construct. After the extensive debate over the original Snyder’s (1974) 

self-monitoring construct, Gangestad and Snyder (1985) presented a new 18-item 

self-monitoring scale to support the theory that measures meaningful and 

interpretable social interactive behaviour. They adopted the latent structure analysis 

to indicate that a few of the 25 self-monitoring items cannot discriminate between 

the high self-monitors and low self-monitors. Therefore, they recommended that 

those items could be dropped from the list of 25 items. Snyder (1986) emphasized 

that the new 18-item measure of self-monitoring has increased its reliability and 

retained the intrinsic validity.  

The following is the empirical research which helps clearly understand the operation 

of self-monitoring in human daily life. Snyder and Tanke (1976) compared the 
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consistency between attitudes and behaviour of both high and low self-monitors. In 

a sample of 156 male and female university graduates of a psychology course, low 

self-monitors had been found to have higher correlation between their attitude and 

behaviour than high self-monitors. It was concluded that high self-monitors are more 

likely to adjust their behaviour in response to different situations. Kulik and Taylor 

(1981) who suggested that decision making of high relative to low self-monitors 

may be influenced by the use of consensus information. Based on the sample of 60 

male and female college students, who participated in small groups of 2 to 5 

students and afterwards administered on the self-monitoring scales (Snyder, 1974), 

the result found that high self-monitors generally utilize more consensus information 

than low self-monitors. Their study indicated that judgments of an individual’s 

behaviour can be affected by consensus information, particularly with high 

self-monitors. Snyder, Berscheid and Glick (1985) hypothesized that self-monitoring 

affects persons’ orientations when initiating dating relationships. In the sample of 39 

male University of Minnesota undergraduates who participated in the introductory 

psychology course, it was found that high self-monitors put greater weight on 

exterior physical appearance than low self-monitoring do. On the other hand, low 

self-monitors pay greater amount of attention to information about interior personal 

attributes than high self-monitors do. Czellar (2003) researched on the relationship 
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between the link of prestige-related knowledge and self-monitoring level. Samples 

of undergraduate students in 4 geographical regions, namely, North-East US, North 

of England, Quebec and Western Switzerland were used for the study. Their result 

showed that prestige is significantly a more dominant concept for high self-monitors 

than for low self-monitors in North America. Furthermore, Kjeldal (2003) used 337 

subjects in universities, daycare centers, kindergartens, libraries, cafes, parks and 

office buildings to study the relationship between self-monitoring and consumer 

behaviour. The result showed that high self-monitors are likely to produce responses 

that come from experiential and personally meaningful system, while low 

self-monitors produce responses indicative of a factual and intellective system. 

Moreover, Premeaux and Bedeian (2003) emphasized the importance of employee 

input for improving workplace practices. Their study of 291 employees of a 

telecommunications company in America indicated that low self-monitors are more 

likely to speak up than high self-monitors when top management is willing to listen 

to them. High self-monitors are less likely to express themselves because speaking 

up is a common behaviour, yet it does not help them to stand themselves out or 

cultivate unique images in the eyes of top management. They actually engage in 

other means for gaining attention from the top management levels.  
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2.4.1.1  Hypothesis Development 

Snyder et al. (1985) claimed that high self-monitoring individuals constitute a group 

of people, who are particularly attentive to the exterior appearance of potential 

social partners. On the other hand, low self-monitors are the group of people who 

are especially attentive to information about the interior personal attributes of 

potential social partners. This implies that high self-monitoring individuals have 

more possibilities to access scarce information, explore opportunities or make new 

friends than the lowers because they select potential social partners by first sight 

appearance. On the other hand, low self-monitoring individuals spend time and 

resources in knowing people’s internal personalities when choosing potential social 

partners. The following literature provides detailed social evidence on the positive 

relationship between self-monitoring and the number of opportunities recognized.    

Kilduff and Day (1994) pinpointed that high self-monitors appear to be more 

successful in the managerial positions than low self-monitors. The study examined 

the relationship between high and low self-monitors and their career mobility. 

Questionnaires were given to 181 students of one year graduating class of a 

nationally ranked MBA programme. Additional job changes information was 

gathered from the programme alumni office during the first five years after 

respondents’ graduation. The result found that high self-monitors are more likely 
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than low self-monitors to achieve cross-company promotions, to change employers 

and employment locations. Additionally, high self-monitors are more likely to 

achieve internal promotion without changing employers. The study implied the fact 

that high self-monitors appear to be more successful in the managerial marketplace 

than their counterparts. The reason is obvious that high self-monitor are able to 

adapt to changing circumstances and capable of recognizing opportunities that their 

employers implicitly and explicitly signal, which lead them to advance to a higher 

position within a company. In addition, they are always ready for the opportunities 

offered by other employers, which related to cross-company promotions or offers. 

Cardwell and O’Reilly (1982) found that high self-monitors were rated higher than 

their counterparts on performance of boundary-spanning job. The job requires 

workers to perform distinct behaviors in multiple environments. The study showed 

that high self-monitors performed much better than low self-monitors in that context. 

The above two researches clearly showed that high self-monitors are more likely to 

adapt to different circumstances than low self-monitors.  

In Shaffer and Pegalis’s (1998) study , 142 pairs of unacquainted same-sex 

undergraduates (70 males and 72 female dyads) were randomly selected to interview 

and solicit information from other dyad member. The study found that high 

self-monitors were more successfully to induce interviewees to reveal personal 
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information about themselves. Thus, high self-monitors are able to access 

information that others do not. At the same time, Danheizer and Graziano (1982) 

found that high self-monitors performed more cooperatively than low self-monitors 

when engaging in the prisoner’s dilemma game and knowing that they will play 

again with the same partner. This implies that high self-monitors intentionally 

maintain good relationships with partners, which might help themselves for different 

(normally advantageous) purposes in long-term. Nevertheless, other studies showed 

that entrepreneurs with high self-monitoring perform better than entrepreneurs with 

low self-monitoring at contextual activities such as communicate with others 

(Zaccaro, Foti and Kenny., 1991; Garland and Beard, 1979).  

Following the rationales of the above literature, the author thinks that entrepreneurs 

with high self-monitoring are more capable to recognize opportunities than their 

counterparts. This is because the adaptability, impression management and 

interpersonal skills of high self-monitoring entrepreneurs enable them to access 

information more easily than low self-monitors. Therefore, the author hypothesizes 

that: 

H1: Self-monitoring is positively related to the number of opportunities 

recognized. 
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2.4.2  Extroversion 

Extroversion generally means people who are always sociable and have many 

friends. Psychiatrist Jung (1971) defined extroversion as turning the interests and 

energies of the mind toward events, people, and things in the world. As a result, 

extroverts are more interested in what is going on around them than in their own 

thoughts and feelings. These people’s attention is directed outwards. They are 

individuals, who are sociable, friendly, self-confident and outgoing. When they have 

bad feelings or stresses, they are likely to look outside for relief and are sensitive to 

reward than punishment (Depue and Collins,1999). If a man thinks, feels, acts, lives 

such that is directly correlated with the objective conditions and their demands, then 

the person is called extrovert (Jung 1971).  

The characteristic of this kind of people can be essentially summed up as follows. 

An extrovert is a man whose constant endeavour is to make all his activities 

dependent on intellectual conclusions. Those conclusions in the last resort are 

oriented by objective data. All of them can be external facts or generally accepted 

ideas. Also, this type of man elevates objective reality or any objectively oriented 

intellectual formula into his/her own principle. This act is not purposefully done for 

beneficial himself but for his whole environment (Jung 1971). Moreover, an 

extrovert person carries the characteristic of interpersonal engagement. Interpersonal 
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engagement at the same time includes the characteristics of affiliation and agency. 

Affiliation means enjoying to the company with others, while agency implies 

seeking social dominance and leadership role (Depue and Collins, 1999). The 

following paragraphs elaborate past empirical studies, which demonstrate 

extroversion as one of the essential personalities in the field of entrepreneurship. 

Van de Ven, Hudson and Schroeder (1984) based on the interviews and 

questionnaires, and customer evaluation from 12 companies, concluded that high 

performing firms had expanding networks and strong involvement with external 

communication. The entrepreneurs or founders of high performing firms were found 

to be externally oriented as they increased the yearly sales, number of employees 

and customers. Roberts (1988) showed that technical entrepreneurs were likely to be 

more extrovert than their technical subordinates. Also, these entrepreneurs were 

relatively more sociable and capable of handling multiplicity of relationship than 

engineers and scientists. These results were obtained from 73 samples, who were 

individuals from the MIT Enterprise Forum and the monthly organizational groups 

in the Boston area that focused on technical entrepreneurship and venture capital 

activities. Brandstätter (1997) based on 368 subjects of Upper Austrian members of 

the chamber industry and commerce, researched on the differentiation of personality 

between founders and heirs. All the chamber members were operating businesses or 
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interested in setting up their own businesses. The result found that there were 

slightly more extrovert founders of commercial enterprises than technical enterprises. 

Moreover, aspiring founders were even less extrovert than their heirs. Irahim and 

Goodwin (2001) sampled 74 small firms in America to collect the relationship 

between entrepreneurs and business characteristics. Those firms were asked to 

complete questionnaires and be interviewed. Extroversion was found to be 

factorized as one of the entrepreneurial values and one of the major variables in 

predicting the success of businesses.  

 

2.4.2.1  Hypothesis Development  

From the empirical research of Van de Ven et al., (1984) and Irahim and Goodwin 

(2001), it seems that extrovert entrepreneurs are able to attain higher performing or 

successful businesses. Moreover, In addition, the following research provides 

reasons that extrovert entrepreneurs tend to have successful businesses, which 

differentiate themselves from others.  

Zheng, Sang and Lin (2004) researched on the relationship between extroversion, 

individualism and fatalism in China. Respondents were the students aged from 17 to 

24 years old at the South China Normal University. The research found that high 

extroversion is related to high individualism and low fatalism. And according to 
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Eysenck and Eysenck (1985), extroversion implies the willingness to engage in and 

confront the environment. Extrovert individuals always enjoy being the centre of 

attention in the social context, proactively approach life with energy, enthusiasm and 

cheerfulness and also seek exciting and intense experience. Therefore, they might 

place emphasis on self and competition. Because of their enthusiastic and cheerful 

personality, they are less likely to believe that happiness is something inborn (Zheng 

et al., 2004). This research provides a clear idea that extroverts proactively and 

enthusiastically find out something “abnormal” in the environment. Because they 

confront the environment and are self-centered, they are always looking for 

something which does not exist thus making themselves look outstanding and are 

truly different from others. To conclude, extroverts are simply pursuing 

opportunities and getting intense experience in life.  

Following the same logic, extrovert entrepreneurs are actively and energetically 

pursuing or recognizing opportunities for their businesses. They can at the same time 

obtain exciting experience and outstanding themselves from others. Therefore, the 

author hypothesizes that: 

H2: Extroversion is positively related to the number of opportunities 

recognized. 
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2.4.3  Self-efficacy Theory and Entrepreneurial Self-efficacy 

Self-efficacy is derived from Bandura’s study in 1977. He derived the term from the 

social learning theory and referred to it as a person’s belief in his or her capability to 

perform a specific task. In his study, individuals were subject to macroanalysis and 

experiment. The experiment included mastery experience, vicarious experience, 

verbal persuasion and psychological arousal. The result showed that if subjects are 

under repeated observation of successful performance (mastery experience), it will 

lead to substantial amount of increment of the level of self-efficacy and in the next 

performance. The study pinpointed that people process and integrate different 

sources of information relating to their own capabilities. Afterwards, people will 

regulate their behaiour and effort allocation. Here are the empirical research relating 

to this trait theory.   

Krueger, Jr & Dickson’s, (1994) study put 153 business majors under controlled 

laboratory conditions, and asked them to report on decision making, perceived 

self-efficacy and perceptions of opportunity threat. They found that perceived 

self-efficacy on risk taking is significantly and fully mediated by perceptions of 

opportunities and threats. In other words, self-efficacy perception influences 

opportunity and threat perception, which then affects risk taking subsequently. The 

researchers emphasized that the relationship between the three variables will be 
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stronger if the individual has perceived his/her efficacy influencing outcomes. 

Krueger, Jr and Brazeal (1994) proposed a model based on Shapero’s (1982) model 

that perceived desirability and self-efficacy influence intentions of entrepreneurship. 

They believed that psychological and emotional support enhances self-efficacy. Also, 

the society policies should not intimidate entrepreneurs to see opportunities for 

establishing or developing ventures.  

 

2.4.3.1  Entrepreneurial Self-efficacy  

Scholars (Bandura, 1977, 1982, Wood and Bandura, 1989) defined the most 

important effect of self-efficacy as the choice of behaviour. At the same time, there 

has been an increasing emphasis on the role of self-efficacy in the study of 

entrepreneurship. Therefore, entrepreneurial self-efficacy has been regarded as the 

key antecedent of influencing entrepreneurial behaviour (Boyd and Vozikis, 1994; 

Krueger and Brazel, 1994). 

Bandura (1997) believed that self-efficacy is most relevant to entrepreneurship. 

He(1986,p.391) defined self-efficacy as “people’s judgments of their capabilities to 

organize and execute course of action to attain designated types of performance”. De 

Noble, Jung and Ehrlich (1999) regarded entrepreneurial self-efficacy as a construct 

that measures an individual’s belief in his/her abilities to perform a number of skill 
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requirements that are used for pursuing venture opportunities. It is the confidence 

that an individual has to successfully engage in the business activities to support the 

opportunity recognition (e.g fund raising, promotion, securing channels etc.). Boyd 

and Vozikis (1994) referred entrepreneurial self-efficacy as the strength of an 

individual’s belief that he/she is able to successfully perform the roles and tasks of 

an entrepreneur. The following empirical studies detail the history of entrepreneurial 

self-efficacy and entrepreneurial decision.  

Boyd and Vozikis (1994) developed a revised model of Bird’s (1988) of 

entrepreneurial intentionality, which incorporates self-efficacy as an important 

variable in new venture creation. The revised model proposed that the higher the 

mastery experience through career experience or the higher social persuasion 

through interpersonal relationship will lead to positive development of 

entrepreneurial self-efficacy. This obviously shows a direct relationship between the 

mentioned sources of self-efficacy and entrepreneurial self-efficacy. In the study 

carried out by Chen, Greene and Crick (1998), two samples were used to test the 

relationship between entrepreneurial self-efficacy, internal locus of control, 

entrepreneurs and managers. The two samples included 140 university students and 

1,252 small business entrepreneurs and executives. The study found that both 

students and business executives indicated a significant effect of entrepreneurial 
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self-efficacy on the likelihood of becoming an entrepreneur. Individuals with higher 

entrepreneurial self-efficacy expressed a stronger intention to start their own 

businesses.  

In De Noble et al.’ s(1999) 115 undergraduate and 87 graduate samples, they showed 

that 1) developing new products or market opportunities; 2) building an innovative 

environment; 3) initiating investor relationships; 4) defining core purpose; 5) coping 

with unexpected challenges and 6) developing critical human resources to be the 

essential skills for the entrepreneurial self-efficacy measure. The findings provide 

that measuring individuals’ self-efficacy on those dimensions helps predict 

entrepreneurial intentions and actions.  

 

2.4.3.2  Hypothesis Development 

The social cognitive theory explains human psychology in terms of triadic reciprocal 

causation. It means behaviour, cognitive and environment which are operating in an 

interactive manner, guiding them to influence each other bi-directionally. This can 

be explained by an example that a person’s behaviour can change the environment 

and how he/she evaluates himself/herself and the environment. Also, the 

environment and the way he/she evaluates himself/herself and the environment can 

affect his/her behaviour; and the way he/she evaluates himself/herself and the 
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environment and his/her behaviour can influence the environment. All these 

influences may not have the same impact because of different sources and they do 

not happen simultaneously (Wood and Bandura, 1989).    

Based on this rationale, Wood and Bandura (1989) concluded that individuals 

choose activities and situations, which they are capable of managing. On the other 

hand, they will avoid any activities and situations that they cannot manage. To 

integrate the rationale to this research, entrepreneurs who are high in entrepreneurial 

self-efficacy do assess the entrepreneurial environment with lots of opportunities 

because they view the situations in favour of their capabilities or strengths. However, 

low entrepreneurial self-efficacy entrepreneurs regard the same situation as full of 

risks or costs (Chen et al., 1998). Entrepreneurs with higher entrepreneurial 

self-efficacy choose to recognize opportunities in the environment because they 

know that they are able to recognize those opportunities and use them successfully.  

In addition, Boyd and Vozikis (1994) proposed that the higher the entrepreneurial 

self-efficacy, the higher the degree of goal setting and the stronger the goal 

commitment. This is because high self-efficacy leads people to set challenging goals 

and possess strong commitment to this goal(Wood and Bandura, 1989).   From the 

above rationale and literature, the author proposes that: 

H3:Entrepreneurial self-efficacy is positively related to the number of 
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opportunities recognized.  

 

2.4.4  Creativity 

Creativity is regarded as a globally inevitable variable in the history of an 

entrepreneur (Antonities, 2003). Schumpeter (1939) supported the fact that the 

entrepreneur is an individual who applies a new combination of production 

techniques and processes in society. He/s is also someone who is recognized to the 

creation of activity (Carland, Hoy, Boulton and Carland, 1984). Here are the recent 

definitions of creativity.  

De Bono (1996) defined creativity as the creation of something that has not been 

available in the current state. Torrance (1995) defined creativity as a process of 

being sensitive to problems, deficiencies, gaps in knowledge, missing elements and 

disharmonies. Also, it is a process of identifying the difficulties; searching for 

solutions; making guesses, or formulating hypotheses about the deficiencies; testing 

those hypotheses and communicating the results. Moreover, Csikszentmihalyi (1996) 

indicated that creativity can only be observed in the interrelated systems. This 

system is made up of three parts namely domain, field and individual person. In 

particular, domain implies the culture or the symbolic knowledge shared by a society. 

He(1996, p.28) summed up the three components and concluded that “Creativity is 
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any act, idea, or product that changes an existing domain, or that transforms an 

existing domain into a new one…”. Here are the empirical studies showing the 

importance of creativity to venture development.   

Heunks (1998) defined creativity as divergent thinking to conceive new ideas and 

hypothesized that creativity fosters product innovation and increase of productivity 

only in older firms, which are operating for more than 32 years. The study was 

conducted in 10 areas in Europe, including Kent and Lombardia etc. There were 

totally 200 entrepreneurs participating in the survey, which included 70% from 

Britain and 30% from Germany. The research supported the hypothesis that 

creativity is important to product innovation for older firms. This implies extra effort 

is necessary for nascent firms. Lee, Florida and Acs (2004) researched on the 

relationship between creativity and new firm formation. The study was examined at 

regional level. Three units of regional data were used to test the hypothesis. They 

were Metropolitan Statistical Areas (MSAs), Primary Metropolitan Statistical Areas 

(PMSAs) and Labour Market Areas (LMAs). The first two units can cover urban 

areas of America, while the last one covers the entire America. The result was the 

same as the researchers predicted that new firm formation is associated with 

creativity. And creativity was strongly related to entrepreneurship in one of the 

regions. The subsequent empirical studies emphasized the relationship between 
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creativity and opportunity recognition. In particular, opportunity recognition is 

regarded as a creative process, which comprised five stages.  

In 1999, Hills Shrader and Lumpkin proposed a creativity- based model of 

opportunity recognition. They conducted five focus groups, which helped develop 

new questionnaire items based on the ones presented by Teach, Schwartz and 

Tarpley (1989), Christensen and Peterson (1990) and Kaish and Gilad (1991). 

Finally, they administered 31 statements to 165 respondents, who were 

entrepreneurs with organizations’ revenues between $5 and $100 million of US 

dollars. Principle factor analysis was used, which generated a six factor solution. 

Then the multiple regression analysis was conducted to determine any mentioned 

factors related to the number of opportunities recognized. The result showed that 

their proposed creativity-based model of opportunity recognition is similar to 

Walls’s(1926) creativity framework. They concluded that opportunity recognition is 

an example of creative process. Hills, Shrader, Baltrusaityte and Izberk-Bilgin (2002) 

based on 187 entrepreneurs in the seven-country Chicago area examined the 

relationship between alertness, market sensitivity, creativity, search, market 

immersion, and relatedness in affecting the number of opportunities recognized and 

the number of successful opportunities that were pursued. Their result found that 

creativity is perceived to be important and positively related to both dependent 
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variables. Hansen, Lumpkin and Hills (2004) adopted confirmatory factor analysis 

on a sample of 115 entrepreneurs, to further study on creativity-based model of 

opportunity recognition of Lumpkins, Hills and Shrader (2003). They concluded that 

opportunity recognition can be divided into five separate stages, which are the same 

as those in the creative process (Wallas, 1926).  

 

2.4.4.1  Hypothesis Development 

Numerous researchers of entrepreneurship have described opportunity recognition 

and entrepreneurship as a creative process (Ardichvili et al., 2003; De Bono, 1978; 

Gaglio and Taub, 1992; Long and McMullan, 1984; Schumpeter, 1950; Sigrist, 

2000). In particular, Hills et al., (1999) suggested that opportunity recognition is a 

special case of creative process. The opportunity recognition process includes the 

elements that are introduced in the creative process of Wallas (1926). This creative 

process consists of preparation, incubation, insight and evaluation. In addition, other 

researchers included the fifth element to that process, that is elaboration 

(Csikszentmihalyi,1996; Kao, 1989).  

Moreover, Hansen, Lumpkin and Hills, (2004) used confirmatory factor analysis and 

structural equation modeling to prove that opportunity recognition can be divided 

into a five stage process as Wallas (1926) suggested. Creativity was proved to have 
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significant impact on incubation and elaboration stages respectively. Creativity takes 

place in the incubation stage because entrepreneurs are contemplating problems or 

considering ideas. Entrepreneurs are not consciously solving the problems or 

analyzing the information. However, they combine and intermingle all these 

information and ideas, which have been emerged in the previous stage, i.e. 

preparation (Lumpkin et al., 2003). The act of how combining and intermingling the 

information and ideas and turning them to business opportunities is creativity. 

Nevertheless, elaboration refers to the actualization of the creative insight.  

Entrepreneurs are required to pay attention to the world where different customers 

and problems exist. Creativity is embedded in this stage because entrepreneurs plan 

different activities to reduce those uncertainties.    

Based on the above rationale, creativity impacts on the opportunity recognition 

process. The number of opportunities recognized is exactly in the stage of 

elaboration of the process as it is the stage, where ideas, problems or gaps are 

actualized and ready for final presentation. Therefore, the author proposes that: 

H4: Creativity is positively related to the number of opportunities recognized.  
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Each of the above personality study indicates uniqueness. Specially, self-monitoring 

and extroversion are related to social interactions and relationship building. In 

Chinese society, relationships are paramount in conducting businesses. Guanxi 

describes the special relationship that is built into the personal and social network in 

making businesses (Buttery and Wong, 1999). It should not be neglected when 

conducting research in Chinese context. Different aspects of guanxi are discussed as 

follows.  
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2. 5  Guanxi 

The importance of guanxi in China business world has been mentioned by different 

scholars (Pye, 1982, 1985; Tung , 1982a, 1982b; Redding, 1993; Hofstede and Bond, 

1988; Lee and Lo, 1988; Brunner, Chen, Sun and Zhou, 1989; Wong, 1997a, 1997b, 

1998b). In the China business world, relationships are important. This term guanxi 

has implied preferential treatment to exchange partners in terms of easy access to 

limited resources, higher accessibility to controlled information and protection from 

other competitors (Luo, 1997; Luo and Chen, 1996; Wong, 1997a; Xin and Pearce, 

1996). Chinese businessmen always look for guanxi links that can help them 

conduct businesses through relationships like clanships, friendships, schoolmates etc 

(Tsang, 1998).  

The concept of guanxi in China is actually embedded in the Chinese Confucius 

social hierarchical theory. They are the five relationships of emperor-subject, 

father-son, husband-wife, brother-brother and friend-friend (Leung and Wong, 2001). 

It is the main reason that guanxi has perpetually affected modern China historically. 

In the following paragraphs, different aspects of guanxi are elaborated.  

 

2.5.1  The definition of guanxi 

The word guanxi consists of “guan” and “xi”. In Chinese, “guan” originally means a 
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door and it is extended to mean “to close up”. “Xi” means to tie up and extend into 

relationships namely kinship and directly-related members of an individual’s family. 

This implies the formalization and hierarchy (Luo, 1997).  

Many scholars (Davies et al., 1995; Leung and Yeung, 1995, De Keijzer, 1992; 

Lovett, Simmons and Kali, 1999; Ambler, Styles and Xiucun, 1999) regard guanxi 

as “special relationships” or “connections” and personal relationship networks of 

informal social bond that individuals have expectations and obligations to expedite 

the exchange of favours. It is developed with ingenuity, creativity and supplemented 

by flexibility. Kipnis (1997) provided an essential definition of guanxi as 

interpersonal relationships that are commodified, political, or friendly between two 

genders. Also it is based on love, hate, business transaction and even mutual 

hobbies.   

 

2.5.2  The root of guanxi 

Scholars believe guanxi is deeply rooted in the Chinese culture (Fei, 1992; Pye, 

1995; Redding, 1990; Yang, 1994). On the other hand, some scholars (Guthrie, 1998; 

Oi, 1989; Walder, 1986) regard guanxi as contingent on a part of the weak formal 

institutions in contemporary China. Buttery and Wong (1999) claimed that the 

limited ability of Chinese generating personal relations as a foundation of exchange 
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has caused them to expect their guanxi relations rather than the central authorities to 

provide relations benefits to them. Because of this reason, guanxi has led to business 

success that implies trust and promises that are reciprocal among people. Finally, 

businessmen are encouraged to continuously grow their networks and refine the 

structure.  

As mentioned at the very beginning, Confucius has deeply influenced Chinese 

thinking. Confucius social hierarchical theory- the five relationships is pronounced 

as “wu-lun” in Chinese. The word “lun” is exactly a concise description of the 

guanxi among the five relationships (Buttery and Leung, 1998). Confucius 

demonstrates harmony, which Chinese regards as an important goal to achieve. 

Every individual in the Chinese society falls into a guanxi web naturally. If all of 

them can submerge his or her proper position, social harmony can be attained in the 

Chinese society (Man and Cheng, 1996). Undoubtedly, Chinese businessmen treat 

guanxi as the mind and heart of the business partners. And reciprocity of benefits is 

a common behaviour within their business networks.  

We can also explain the guanxi phenomenon from another perspective. There is a 

belief that Chinese culture is a combination of trust and distrust. Chinese people tend 

to trust people who are related to themselves and distrust the ones who are outside 

their circles (Fukuyama, 1995). This shows that Chinese have the self-centered 
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characteristic and their individual interactions are largely dependent on the “lun”.  

 

2.5.3  Types of guanxi 

According to Hwang (1987), there are three different types of guanxi, namely 

expressive ties, instrumental ties and mixed ties. 

Expressive ties are permanent and stable relationships based on needs. These are the 

ties with limited scope and, which have been personalized. Instrumental ties are 

unstable and temporary, for example, the relationships between sellers and buyers. 

These relationships are based on contribution. They are impersonal and utilitarian. 

Mixed ties are in between the two mentioned. They are somewhat permanent and 

stable, for example, friends of same home town. They are personal and affective 

relationships between exchange partners.   

From the literature, we can recognize that mixed ties can turn into instrumental ties 

and also vice versa because of their nature. In fact, the boundaries of the two of them 

are interchangeable.  

 

2.5.4  Purposes of guanxi 

Guanxi represents a very important channel through which entrepreneurs can share 

and enjoy tangible and intangible resources for establishing and running ventures 
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(Su, Sirgy and Littlefiled, 2003). Past studies indicate that firm performance is 

determined mainly by guanxi, also, it facilitates business operation, growth and 

survival (Lui, 2001; Tsui & Farh, 1997, Park & Luo, 2001; Pearce & Robinson, 

2000; Yeung & Tung, 1996). Entrepreneurs use guanxi to access different limited 

resources and approach a particular market easily. As a result, the organization 

efficiency and transaction costs are improved and finally competitive advantages can 

be sustained (Davies et al., 1995; Luo, 1997; Ambler, 1994; Park & Luo, 2001; 

Lovett et al., 1999; Leung & Yeung, 1995). All the above literature implies that 

maintaining guanxi can lead to positive influence on financial dimension of firm 

performance (Luo & Chen, 1996).  

Park and Luo (2001) provided examples on how entrepreneurs getting their 

businesses’ benefits from guanxi. The first one is guanxi with buyers. It can 

stimulate customer loyalty and increase sales volume and at the same time reduce 

transaction cost and business uncertainties. The second one is guanxi with suppliers, 

which help firms to acquire quality material and get good services and timely 

deliveries. Lastly, guanxi with competitors can expedite collaboration of resources, 

which helps reduce competitive costs and enhances operational variability.   
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2.5.5  Hypotheses Development  

Chinese Confucian social theory is concerned with how to establish a harmonious 

order in the human world. According to this philosophy, the individual is never 

isolated or separated. Men is defined as social or interactive beings (King , 1991). 

The term guanxi is indeed embedded with the Confucian hierarchical social theory. 

This implies that individuals have to be interactive and sociable with people in the 

hierarchy. Both self-monitoring and extroversion capture the essence of human 

interaction. The following two hypotheses relate to the relationship between each of 

the human inter-related personality and guanxi. Nevertheless, the hypothesis relates 

to the relationship between guanxi and the number of opportunities recognized is 

detailed.  

 

2.5.5.1  Self-monitoring and Guanxi  

Researchers showed that high self-monitors occupy central positions in social 

networks and get the benefits of accessing to diverse resource flows and information 

(Anderson, 2002; Mehra, Kilduff and Brass, 2001). In China, guanxi is the loose 

translation of social network but with different connotation (Li, 2004, King, 1991). 

Although social networks in the west are mainly short-term orientation, but guanxi 

is a relatively long-term and stable relationship (Li, 2001). So a lot of effort is put 
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into building and reinforcing the guanxi relationship (Leung and Wong, 2001).  

Ickes and Barnes (1977) found that high self-monitoring individuals try harder to 

induce conversation and self-disclosures from new acquaintances than low 

self-monitors. In their sample of same-sex dyads, it was found that participants who 

was higher in self-monitoring propensities among each dyad was the one more likely 

to initiate conversations and perceived as having greater need to talk although the 

low self-monitoring partner were not very responsive. Moreover, Dabbs, Evans, 

Evans, Hopper and Purvis (1980) found that high self-monitoring individuals were 

more verbally and nonverbally expressive than low self-monitors in their 10 minute 

“getting acquainted” exercise that involved same-sex stranger dyads. High 

self-monitors were talkative regardless of where they were communicating with a 

high or a low self-monitors. Low self-monitors became more talkative and 

responsive after interacting with those high self-monitoring partners. This proves 

that high self-monitors are successful at starting and promoting conversations.  

Following these literature, the author contends that high self-monitors draw attention 

from more people than lowers. And it helps interact with different strangers. This 

establishes the initial guanxi relationship. After putting effort in cultivating the 

relationship and obligating the exchange of favour, the guanxi relationship will be 

more stable and structured. Therefore, it leads to hypothesis 5: 
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H5: Self-monitoring is positively related to guanxi.  

 

2.5.5.2  Extroversion and Guanxi 

As mentioned in Chapter 2.4.2, extroversion refers to the people who orient towards 

the external world, forces and reactions (Jung, 1971). Extrovert people are full of 

energy when surrounded by different people. Because of its nature, extrovert people 

can easily build up relationship with different people. Moreover, guanxi refers to the 

concept of drawing on connections in order to secure favours in personal relations. It 

is transferable when A has guanxi with B and B is a friend of C, then B can 

introduce A to C. Otherwise, there is no direct contact between A and C (Luo, 1997). 

In this case, extroversion helps individuals to build up guanxi with different people, 

thus, they will be introduced to another group of people through this guanxi 

relationship. In other words, people with extroversion are able to continuously build 

guanxi relationship within his/her personal connections. 

Lee and Tsang (2001b) indicated that the extent of networking activities is affected 

by a key entrepreneurs’ personal trait - extroversion. Their research showed that 

extrovert entrepreneurs have more frequent and greater breadth communication with 

his/ her business contacts. This also implies that extrovert entrepreneurs have a 

certain breadth of communications with non-business contacts as they have been 
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already introduced to other groups of people by their business partners.  

The above logic substantiates the positive relationship between extroversion and 

guanxi. Therefore, the author hypothesizes that: 

H6: Extroversion is positively related to guanxi. 

 

2.5.5.3  Guanxi relates to the Number of Opportunities Recognized 

Many researchers argued that developing close relationships is necessary for making 

successful businesses in China (Ambler, 1994; Hall and Hall, 1987; Luo, 1997; Xin 

and Pearce, 1996). The characteristics of guanxi have led to business success in 

Chinese society as relationship is based on trust and promises of reciprocity. As 

mentioned guanxi is loosely translated into “special relationship” or “connection”, 

which necessitates very personal interactions with other people and it often involves 

a reciprocal obligation (Buttery and Wong, 1999). Individuals in a guanxi network 

are committed to one another in a long-term basis and they are concerned with the 

exchange of favours (Luo, 1997; Ang and Leong, 2000). Many researchers (Luo, 

1997; Luo and Chen, 1996; Wong, 1997b; Xin and Pearce, 1996) also define guanxi 

as good ways for facilitating transactions by easily accessing to limited information, 

preferential treatment in business dealings or protection from threats. During 

cultivation of guanxi relationship, gift giving and wine-and-dine are normally used 
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(Brunner et al., 1989; Leung and Wong, 2001). Although they are time-consuming, 

effort-striving and expensive endeavors (Fock and Woo, 1998; Lovett et al., 1999; 

Tsang, 1998), they are committed to the reciprocal exchange of favours. No doubt, 

guanxi enables entrepreneurs to create an opportunistic environment.  

During the process of cultivating guanxi, every party has the obligation to exchange 

and reciprocate favours. Favours include accessing to limited information, 

preferential treatment in business negotiations or protection from competitions. 

Opportunities, related to entrepreneurs and even their enterprises, exist on these 

occasions. Therefore, it leads to hypothesis 7, 

H7: Guanxi is positively related to the number of opportunities recognized. 

 

Hypotheses 5, 6 and 7 combine to form a mediation model. The author contends that 

guanxi mediates relations between self-monitoring/extroversion and the number of 

opportunities recognized. Both self-monitoring and extroversion are essential to 

social gathering and interaction. Building up guanxi relationship requires these 

techniques. Cultivation of the guanxi relationship turns “outsiders” (those who do 

not belong to the same group) to “insiders” (who belong to the same group), who 

have more chances to expose to business opportunities (Leung, Wong and Wong, 

1996).  
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Therefore, the two mediation hypotheses are presented as follows: 

H8:Guanxi mediates the relationship between self-monitoring and the number 

of opportunities recognized. 

 

H9:Guanxi mediates the relationship between extroversion and the number of 

opportunities recognized.   
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2.6  Opportunity Recognition Framework 

Taken together, all the hypotheses derived above are presented in the following 

framework (Figure 2.1). Figure 2.1 presents an opportunity recognition framework 

with the main effects (H1-H4) between personalities and the number of 

opportunities recognized, and mediating effects (H5-H9) between self-monitoring/ 

extroversion, guanxi and the number of opportunities recognized.   
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Figure 2.1 Opportunity Recognition Framework of Hong Kong SMEs
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2.7  Chapter Conclusion 

This chapter began by highlighting the concept of opportunity recognition in 

entrepreneurship, and this was followed by an extensive discussion of the definition 

of entrepreneurial opportunity recognition. Also, by reviewing existing literature on 

self-monitoring, extroversion, self-efficacy and entrepreneurial self-efficacy, and 

creativity, it can be seen that these personalities affect entrepreneurs’ performance in 

social interaction and opportunity recognition. As Allen (1999) pointed out that 

some entrepreneurs have ability to recognize and turn opportunities into businesses, 

this study has chosen this aspect of entrepreneurship as its research focus.    

This chapter also presented the hypotheses derived from the existing literature. The 

next chapter provides a discussion of the operationalization of all variables in the 

framework. Specifically, the procedures for sampling, collecting the data, 

developing the questionnaire, operationalizing the variables and analyzing the data 

will be set forth in detail. The testing of all hypotheses is presented in Chapter 4.  

The opportunity recognition framework proposed differs from previous study (Hills 

et al., 1997; Hansen et al., 2004; Lumpkins et al., 2003; De Noble et al., 1999; Ko, 

2004; Ardichvili et al., 2003; De Bono, 1978; Gaglio and Taub, 1992; Long and 

McMullan, 1984; Schumpeter, 1950; Sigrist, 2000). It focuses self-monitoring and 

extroversion in determining guanxi relationship and in turn influencing on the 
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number of opportunities recognized. Also, both entrepreneurial self-efficacy and 

creativity are studied in the Chinese context. Table 2.1 summarizes all hypotheses 

derived in this chapter.  
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Table 2.1 Summary of Hypotheses Development 

 

 

Number Direction Path Hypotheses 

H1 Positive 
Self-monitoring     the number of 

opportunities recognized 

Self-monitoring is positively related to 

the number of opportunities recognized. 

 

H2 Positive 
Extroversion       the number of 

opportunities recognized 

Extroversion is positively related to the 

number of opportunities recognized. 

 

H3 Positive 
Entrepreneurial self-efficacy           the 

number of opportunities recognized 

Entrepreneurial self-efficacy is 

positively related to the number of 

opportunities recognized.  

 

H4 Positive 
Creativity        the number of opportunities 

recognized 

 

Creativity is positively related to the 

number of opportunities recognized. 

H5 Positive 
Self-monitoring      guanxi Self-monitoring is positively relatd to 

guanxi. 

 

H6 Positive 
Extroversion       guanxi Extroversion is positively related to 

guanxi. 

H7 Positive 
Guanxi           the number of opportunities 

recognized 

Guanxi is positively related to the 

number of opportunities recognized. 

H8 Positive 
Self-monitoring       guanxi         the 

number of opportunities recognized 

Guanxi mediates the relationship 

between self-monitoring and the 

number of opportunities recognized. 

H9 Positive 
Extroversion           guanxi          the 

number of opportunities recognized 

Gaunxi mediates the relationship 

between extroversion and the number of 

opportunities recognized. 
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Chapter 3   Methodology 

 

3.1  Introduction  

This study attempts to provide a better understanding of the relationship between 

entrepreneurs’ personalities, guanxi relationship, and the number of opportunities 

recognized. More specifically, the proposed opportunity recognition framework 

investigates the mediating effect between self-monitoring/extroversion, guanxi, and 

the number of opportunities recognized. This chapter details the research scope and 

sample, the procedures, the operationalization of variables in the framework, 

reliability and validity of measures used in the mail survey, as well as the statistical 

tests to screen and prepare the data for subsequent analysis.    

 

3.1.1  Chapter Objectives 

The objectives of this chapter are 1)to determine the sample and sample frame of 

this study; 2) to discuss the procedure for carry out the fieldwork; 3) to explain the 

operationalization of each variable; 4) to provide statistical tests to screen data for 

analysis; and 5) to identify the assessments of reliability and validity;  
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3.2  Sample and Sampling Frame  

3.2.1  Hong Kong Small-medium enterprises (SMEs) 

According to Global Entrepreneurship Monitor - Hong Kong and Shenzhen (2003), 

Hong Kong had a low total entrepreneurial activity rate (3.2%) compared with the 

average of the GEM (8.9%). As entrepreneurial activity is largely built on 

confidence, the falling confidence of Hong Kongers after the Asia turmoil in 1997 

and 1998 might account for the phenomenon. Besides, entrepreneurship experts 

have cited some Hong Kong’s greatest weaknesses related to the phenomenon. They 

are namely the high cost of land and labour; an education system that emphasizes 

rote learning; lacking of capital and a get-rich-quick mentality (Global 

Entrepreneurship Monitor-Hong Kong , 2002) etc. Experts urged the government, 

financial institutions (especially SMEs and their entrepreneurs) and education 

parties to recommend appropriate actions for tackling the problem. In accordance 

with the government SMEs information centre (2005), SMEs in Hong Kong are 

defined as “Manufacturing enterprises with fewer than 100 employees and 

non-manufacturing enterprises with fewer than 50 employees”. In 2005, there were 

about 282,000 SMEs in Hong Kong that accounted for over 98% of total 

establishment and employed 1.36 million people. 

Based on this fact, the entrepreneurs of Hong Kong SMEs formed the sample of this 
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research because: (1) SMEs play a very important role in this competitive economy 

as providing a number of jobs and contributing to economic growth (Hong Kong 

SME Information Centre, 2005); (2) the quality of any entrepreneurial activity in 

SMEs is crucial to future economic growth (Hong Kong SMEs Information Centre, 

2005); (3)SMEs characterize the efforts of Hong Kong’s present day entrepreneurs 

(Chua, 2002) (4) SMEs identify opportunities, which helps develop specialized areas 

of strength and forms collaborative relationships with other small firms. This might 

offer broader and better services than large companies (Global Entrepreneurship 

Monitor Hong Kong, 2002); 

 

3.2.2  Sampling frame 

A total of 2,000 SMEs were randomly drawn from the database (60,000 SMEs’ data) 

using excel function. The database was provided by the Census and Statistics 

Department (CSD) of the HKSAR Government. The data provided by this 

department is famous for its updated database, as all information kept by the 

department is updated quarterly through feedback from surveys of the department 

and administrative returns from relevant government departments. In addition, it 

charges a reasonable cost, as the cost of requiring a data disc containing more than 

60,000 SMEs data is only HK$987. Lastly, it is user friendly as the data is saved in 
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the Excel format, which is easily to use.  

In addition, more than 60, 000 SMEs data were obtained by special request. As no 

data is classified as “SMEs” in the department, rather, the size of the firms is 

available. Therefore, special request on the data of firms that have employees 

ranging from 1 to 50 in the non-manufacturing sector and 1 to 100 in the 

manufacturing sector was obtained. Data from the CSD has a number of advantages, 

but it cannot provide the contact names of the entrepreneurs or owners. The sample 

obtained only provided the name, address, business type and employment size of the 

enterprise. As a result, on top of the company’s name and address, “Director 

/President” was used to the person , who owns the company. This made it easier to 

communicate with the subjects.    

 

3.3  Questionnaire Development and Procedures 

The mail survey was administered in accordance with Ko’s (2003) work, which 

researched entrepreneurial opportunity recognition behaviours in Hong Kong. The 

questionnaire (Appendix I) adopted was highly structured. It was developed based 

on theoretical propositions and constructs from the literature. And it contained 

measures of the following variables: self-monitoring, extroversion, entrepreneurial 

self-efficacy, creativity and the number of opportunities recognized. Additionally, 
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respondents were asked to provide demographic data including age, gender, prior 

experience, education level, nature and the size of their businesses. Items in the 

questionnaire were initially developed in English and then translated into Chinese by 

a translator, who was qualified with professional language skills. Then it was back 

translated by another translator, who was also qualified. The original and back 

translated questionnaires were compared and errors were rectified. Back translation 

ensures the reliability and validity of the questionnaire. The questionnaire is attached 

in Appendix I.  

Before implementing the mail survey, a pilot test was conducted on 30 SMEs’ 

entrepreneurs in Hong Kong. SMEs’ entrepreneurs were randomly selected from the 

2004 directory of Federation of Hong Kong Industries, one of the Hong Kong’s 

largest federations. Then, the author directly contacted the selected entrepreneurs 

through phone calls and invited them to participate in the survey. Those who agreed 

to complete the survey would receive a questionnaire through electronic means, fax 

or mail delivery. Lastly, there were 30 returned surveys from the entrepreneurs of 

various industries. The purpose of the pilot test was to ensure the face validity of the 

questionnaire. Useful comments from the pilot test helped the modification of the 

final version of the questionnaire. At the same time, trial analysis was conducted 

from the pilot test.  
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The final questionnaire, a cover letter (see Appendix II) describing the aims of the 

study and a self-addressed, prepaid envelope were sent to 1,917 entrepreneurs (83 

samples addresses were found inappropriate) of Hong Kong SMEs on 24th, January, 

2005. And a follow up reminder (see Appendix III) was sent on 16th, February, 2005. 

After the two mailings, a total of 162 completed questionnaires were returned while 

87 addresses were found to be outdated. The effective response rate from these 162 

completed questionnaires was 8.85 percent [162/(1917-87)]. A response rate of 8.85 

percent was considered to be acceptable as compared with similar entrepreneurial 

doctoral research in Hong Kong (Man, 2001 and Ko, 2004). 

As the database supplied by CSD only provided 5 groups of SMEs with employment 

size ranging from 1-99. The actual size of each enterprise was not reported. Also, the 

database provided more than 20,000 industry codes representing various types of 

industry. In this case, the author could not estimate the non-response bias between 

the 162 respondents and the database in terms of the size and industry/sector. As 

there was no common unit for estimation, the extrapolation method – “Wave” 

(Armstrong and Overton, 1977, p.397) was used to estimate the non-response bias 

for the study. The early and late respondents were used to test whether 

non-respondents were significantly different from the ones who responded in the 

data set. For this analysis, an independent t-test was used. The median split method 
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was used to separate the early and late respondents. Early respondents and late 

respondents were the individuals, who completed and returned the questionnaires 

after the first mailings and the mailing of follow-up reminders respectively. The 

result of the t-test demonstrated that the late respondents were not significantly 

different from the early ones in terms of gender, prior experience, education level 

and the nature and number of employees of their businesses (see Table 3.1).  

However, the age of the late respondents was shown to be slightly different from the 

early ones. Table 3.1 showed the result of the independent T-test. 

 

Table 3.1  Result of the Independent Sample T-test  

Respondents’/Respondents’ business Early 
Mean 

Late 
Mean 

Significance 

Age 
Gender 
Prior experience 
Education level 
Business nature 
No. of employees 

2.89 
1.32 
3.21 
4.31 
3.49 
9.61 

3.25 
1.36 
3.47 
4.22 
3.05 
6.26 

  0.01** 
0.62 
0.23 
0.54 
0.08 
0.05 

**Significance level p<0.05 

 

Table 3.1 showed that only the age of early respondents was significantly different 

from the late ones. This result implied that the sample of this study might be slightly 

biased towards the younger entrepreneurs (aged from 25-45). However, this was 

understandable as the survey had not been widely accepted in the Chinese society. 
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Younger entrepreneurs were educated to participate in research-based activities. 

Rather, older entrepreneurs appeared to be quite traditional. As one of the 

respondents, Mr.Ho, the director of a metal hardware store said on the phone 

“Research is useless to my business. We are SMEs only. I don’t think research can 

help me earn more…I’m too old for research…”.   

 

3.4  Operationalization of variables 

Operational definitions and the scale employed for each variable are discussed in the 

following sub-sections. Scales of each construct adopted were popular and 

well-established. They are useful, valuable and can enhance the generalizabilty and 

validity of this research. The validities of this research and the assumptions for the 

subsequent analysis are discussed in the final subsections of this chapter.  

There are general statistical concerns applicable to the measurement of variables. 

Factor analysis is one of them (Hair, Tatham and Black, 1998). Items of different 

constructs were subjected to an exploratory factor analysis. As the sample size of 

this study is 162, each factor loading value which is to be considered significant 

should be at least 0.45 (Hair et al., 1998, p.112). In other words, items with primary 

factor loadings of ± 0.45 or greater and cross-loadings on secondary factor less than 

± 0.45 were retained in the analysis. All items not meeting this criterion were 
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deleted. 

Prior to conducting the factor analyses on items, the Barlett’s test for sphericity and 

the Kaiser-Meyer-Olkin (KMO) Measure of Sampling Adequacy were used to 

ensure the use of factor analysis (Sharma, 1996). The Bartlett’s test of sphericity for 

this study was at the significant level of .000 (p<0.05). It implies that the use of 

factor analysis was applicable to this study. Another measure determines the use of 

factor analysis is the KMO Measure of Sampling Adequacy. This measure can be 

interpreted from meritorious (.80) to unacceptable (below .50). For this study, the 

KMO test for all scales was 0.751, that was qualified as middling by Hair et al., 

(1998). Therefore, the use of factor analysis was appropriate for all items of this 

study.  

In the following sub-sections, factor loadings of independent variables and 

dependent variable and Cronbach’s alpha of reliability test of each construct are 

demonstrated respectively. Cronbach’s alpha is generated from reliability test. It is 

used to measure the degree of consistency between the multiple measurements of a 

variable (Nunnally, 1978). This study followed the agreed lower limit for 

Cronbach’s alpha, that is 0.70. All items of a scale should be subjected to this rule 

for ensuring the internal consistency.  
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3.4.1  Independent variables 

In the proposed opportunity recognition model, there are totally four independent 

variables, which are self-monitoring, extroversion, entrepreneurial self-efficacy and 

creativity.    

 

3.4.1.1  Personal traits - Self-monitoring 

Self-monitoring implies people differ in the extent that they can observe and control 

their expressive behaviours and self-presentation (Synder, 1979). Snyder’s 

18-statement self-monitoring scale (1987) was adopted for measuring this construct. 

This scale was originally in “True” and “False” response format. But for this study, 

respondents were asked to indicate each statement in a 5-point Likert scale. It aimed 

to avoid the problems of departures from symmetry of distribution characteristics of 

true-false format and it was questionable to factor analyze correlation matrices of 

dichotomous data for the subsequent analysis (Briggs et al., 1980). The 5-point 

Likert scale was consistently used throughout the questionnaire.  

This scale is a popular measure of personality. Its intrinsic validity has been proved 

in predicting individual differences and the variety of behaviours (Snyder, 1987). All 

items were put into the exploratory factor analysis. The principal components with 

varimax rotation were used for the analysis. Items loaded on more than one factor 
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with the value of 0.45 or greater or loaded on one factor with less than the value of 

0.45 were deleted (Hair et al., 1998). The result showed a two factor solution with 6 

items loading on their underlying factors respectively (Table 3.1). The eigenvalues 

for the two dimensions are 2.15 and 1.17 respectively.  

 

Table 3.2  Factor Analysis of Self-monitoring 
 Items Factor Loadings 

  A B 

SM1 
 

I find it hard to imitate the 
bahaviour of other people. 

0.58 
 

______ 
 

SM2 
 
 
 

At parties and social 
gatherings, I do not attempt to 
do or say things that others 
will like. 

 
0.78 

 
______ 

SM3 I can only argue for ideas 
which I already believe. 

0.65 ______ 

SM6 I would probably make a good 
actor. 

______ 0.72 

SM 
11 

I would not change my 
opinions (or the way I do 
things) in order to please 
someone or win their favour.    

 
0.71 

 
_____ 

SM 
12 

I have considered being an 
entertainer. 

______ 0.79 

The above table has only shown the factor loadings that are greater than ± .45. 

 

Snyder (1974) described self-monitoring construct as unitary. But in the past 

decades, many scholars had used factor analysis to prove the multi-dimensions of 

the self-monitoring scale (Lippa, 1979; Briggs et al., 1980; Gabrenya and Arkin, 



Chapter 3   Methodology 
 

 79

1980; Lennox, 1979 and Gangestad & Snyder, 1985b). These dimensions generally 

include acting ability, extroversion, other-directedness and social stage presence. 

According to Briggs et al’s study (1980), items SM2 and 11 were included in the 

factor of Other-directedness and items SM6 and 12 were underpinned the factor of 

Acting Ability. Items SM1 and 3 were not factorized. Their study showed that an 

individual scoring as a high self-monitor in one study might be different from the 

one labeled as a high self-monitor of another study. This is due to the uncorrelated 

dimensions of the self-monitoring scale. In other words, the same score of high 

self-monitors might imply different dimensions of items being endorsed. High 

self-monitor A may own the characteristics of extroversion, on the other hand, high 

self-monitor B may own the characteristics of other-directedness. But both of them 

have as appeared to be high self-monitors. Finally, the author decided to continue 

using the full self-monitoring scale as suggested by Briggs et al. (1980) although 

different dimensions were found. And the new implications of this controversial 

self-monitoring scale will be discussed in the discussion chapter. 

Given the characteristics of Hong Kong entrepreneurs, the result generated two 

dimensions from this self-monitoring scale. Items SM1,2,3 and 11 had shown 

common features of entrepreneurs in Chinese culture. At the same time, items SM6 

and 12 were exactly the items of acting ability (Briggs et al., 1980). The author 
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hereby hopes to explore a new dimension or factor of the self-monitoring scale in 

the Hong Kong SMEs context. At the same time, all these 6 items were subject to 

the reliability test. 

The Cronbach’s alpha of this full scale is 0.65, which is below the cut-off point of 

0.70(Nunnally, 1978). But the author still accepts this scale for the subsequent 

analysis. The reasons are: 1) Briggs et al’s study (1980) demonstrated 0.69 and 0.67 

alpha coefficients of the full self-monitoring scale of two samples; 2) the scale is 

exploratory because the author hopes to generate new dimension for this scale from 

the existing sample (Nunnally, 1978); and 3) if coefficient alpha is larger than 0.60, 

this is still acceptable for liberal study (Davies, 2000). 

 

3.4.1.2 Personal traits- Extroversion 

Extroversion implies an individual, who directs toward the outside world. The 

individual is energized by being around others (Jung, 1971). Extroversion was 

measured by 12 items from Eysenck et al. (1985). These 12 items were selected by 

Lee and Tsang’s (2001) in Singapore. All of them were rated from “Strongly 

Disagree” to “Strongly Agreee” on a 5-point Likert scale.  

Again, all the 12 items were subject to the exploratory factor analysis. The result 

showed a one factor solution. Here is the table of factor loadings. The eigenvalue for 
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this scale is 3.02. 

 

Table 3.3  Factor Analysis of Extroversion 
Items Factor Loadings 

 Extroversion 

EX3 I enjoy meeting new people. 0.80 

EX4 I usually let myself go and enjoy myself at a 
lively party. 

0.64 

EX5 
 

I usually take the initiative in making new 
friends. 

0.85 

EX6 
 

I can easily get some life into a rather dull party. 0.71 

EX11 Other people think of me as being very lively. 0.63 

The above table has only shown the factor loadings that are greater than ± .45. 

 

As mentioned in the previously section, items loaded on more than one factor with 

the value of ±0.45 or greater or loaded on one factor that are less than the value of 

±0.45 were deleted (Hair et al., 1998). The initial rotated factor solution showed that 

items EX9 and EX11 loading on the factor of self-monitoring. After having deleted 

these two items, item EX8 was still loaded on that dimension of self-monitoring. 

Finally, item EX8 was deleted and a clean factor loadings solution had been resulted. 

The past literature has shown a strong evidence for this phenomenon, of which items 

of extroversion cross-loading with items of self-monitoring.  

According to Synder (1974) original description, it suggested that self-monitoring 

only measures one dimension that is the Other directedness factor. Other researchers 
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had found that extroversion has been embedded in the construct and regarded it as 

one of the dimensions of the scale (Lippa, 1979; Briggs et al, 1980; Gabrenya and 

Arkin, 1980; Lennox, 1979). Lennox and Wolfe (1984) conducted a distinctive test 

between self-monitoring scale and the extroversion sub-scale of Eysenck & Eysenck, 

(1985). Their results failed to demonstrate a discriminant relationship for several 

self-monitoring items. These results showed that the self-monitoring scale has 

common features with Eysenck et al.,(1985)’s extroversion scale. The extroversion 

items should be empirically unrelated to the self-monitoring items and both 

construct should be unrelated to each other (Lennox, 1979). Gangestad and Snyder 

(2000) appraised their scale after years of controversy. They claimed that their study 

in 1986 (Snyder and Gangestad, 1986) had demonstrated the scale has been tapping 

a general factor. The 18 items self-monitoring scale had accounted for 62% of the 

common variance in the first unrotated factor in exploratory factor analysis. 

Furthermore, these items were uncorrelated with an estimate of the second source of 

variation (r = +0.3). Gangestad and Snyder (2000) asserted that their analyses 

revealed that the self-monitoring scale is consistent with being as a common latent 

variable. And this variable may reflect two discrete/ four discrete classes of high and 

low self-monitors (Gangestad and Snyder, 1985a).  

After running the factor analysis, those extroversion items retained were subjected to 
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a reliability test. And the Cronbach’s alpha of this scale is 0.83. This shows a high 

value of the degree of internal consistency. Therefore, the items in Table 3.3 are 

consistently measuring the Extroversion construct. 

 

3.4.1.3  Personal traits- Entrepreneurial Self-efficacy 

Entrepreneurial self-efficacy measures a person’s belief in his/her ability to perform 

on skills tasks for pursuing new business opportunities (Boyd and Vozikis, 1994; 

Scherer, Adams and Wiebe, 1989). Entrepreneurs have a higher level of 

entrepreneurial self-efficacy, the more he/she believes in his/her ability in 

successfully performing tasks that the more positive outcomes for the businesses can 

be generated. 

De Noble et al., (1999) developed a reliable measure of entrepreneurial self-efficacy 

related to opportunity recognition. This measure can be used to identify respondents, 

who pursue the necessary resources for opportunity recognition. In their paper, they 

developed six theoretical dimensions for the comprehensive entrepreneurial 

self-efficacy measure. Those dimensions are 1) Risk and uncertainty management 

skills; 2) Innovation and product development skills; 3) Interpersonal and 

networking management skills; 4) Opportunity recognition; 5) Procurement and 

allocation of critical resources. For this study, the author adopted 7 items from the 
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dimension of opportunity recognition for measuring the entrepreneurial 

self-efficacy. All items were measured by a 5-point Likert scale ranging from 

“Strongly disagree” to “Strongly Agree”.  

All the 7 items were put to exploratory factor analysis. Table 3.4 shows their factor 

loadings. The eigenvalue for this factor was 5.74. 

 

Table 3.4  Factor Analysis of Entrepreneurial Self-efficacy 

Items 
Factor Loadings 

 
Entrepreneurial 

Self-efficacy 
SE1 
 

I can see new market opportunities for new 
products and services. 

0.79 

SE2 I can discover new ways to improve existing 
products. 

0.71 

SE3 I can identify new area for potential growth. 0.74 
SE4 
 

I can design products that solve current 
problems. 

0.70 

SE5 I can create products that fulfill customers’ 
unmet needs. 

0.76 

SE6 I can bring product concepts to market in a 
timely manner. 

0.75 

SE7 I can determine what the business will look like. 0.65 

The above table has only shown the factor loadings that are greater than ± .45. 

 

From Table 3.4 , all items of the “Opportunity Recognition” dimension of De Noble 

et al.’s (1999) entrepreneurial self-efficacy measure was far above 0.45 factor 

loadings. It implied that all the items of this scale were loaded on the only 
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underlying factor,  that was entrepreneurial self-efficacy.  

The Cronbach’s alpha value of this scale was 0.87. It again showed that the internal 

consistency of the 7 items measuring the same entrepreneurial self-efficacy 

construct was high.  

 

3.4.1.7  Personal traits- Creativity 

Creativity is defined as “the formulation or creation of something that has not been 

available in its present state. Value is continually added on the new creation” (De 

Bono, 1996, p.3) 

Lumpkin et al. (2003) proposed a creativity-based model of opportunity recognition. 

The model was based on extensive literature of creativity (Csikszentmihalyi, 1996, 

Wallas, 1926). Also, it showed that creativity model suggested by Csikszentmihalyi 

(1996) fits the opportunity recognition process. In other words, both the creativity 

model (Csikszentmihalyi, 1996) and the opportunity recognition process (Lumpkin 

et al., 2003) have the same five-stage elements.     

Hansen et al. (2004) provided an extension of that creativity-based model. Their 

result showed that the stages of incubation and elaboration of the whole model were 

significantly influenced by creativity. In other words, the degree of creativity was 

most important in these two stages of the opportunity recognition process. Therefore, 
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the author of this study adopted 6 five-point Likert scale statements from the stages 

of incubation and elaboration respectively. In addition to these statements, two 

statements measuring the importance of creativity in Hansen et al.’s study (2004) 

were included in the questionnaire. 

In the initial factor solution, the eigenvalues were used to determine the number of 

factors resulted. The two-factor solution showed that the items were loaded to their 

underlying dimensions respectively. However, the reliability test of the incubation 

dimension was far lower than the cut off point of 0.7. Then, those eight items of 

creativity were again subjected to factor analysis and the number of factors extracted 

was used. Finally, the items of the incubation stage were dropped as they 

cross-loaded on another factor.  

Here is the table showing the one-factor solution of this construct. The eigenvalue of 

this factor was 1.54. 
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Table 3.5  Factor Loadings of Creativity 
Items Factor Loadings 

 
Creativity- 
Elaboration 

CRE4 I listen extremely well to what customers say they 
want and don’t want as a way of identifying 
opportunities.  

 
0.77 

CRE5 The most important thing is to believe in the idea. 
0.70 

CRE6 Upon entering the market with a new venture, I made 
major changes based on customer feedback. 

0.76 

The above table has only shown the factor loadings that are greater than ± .45. 

 

The factor analysis generated a one-factor solution. Three items were loaded on its 

underlying dimension, that is elaboration. The one-factor solution hereby implied 

entrepreneurs of Hong Kong SMEs had paid much attention to and incorporated 

customers feelings and opinions for their creativity. On the other hand, the stage of 

incubation and the importance of creativity might seem to be neglected by 

entrepreneurs.  

The Cronbach’s alpha of these three items was 0.68. Again, this alpha coefficient 

was below the cut-off point of 0.70 (Nunnally, 1978). But the author still retained 

this scale as it has been newly-established in this literature and this alpha coefficient 

is still acceptable for a liberal study (Davies, 2000).     
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3.4.2  Mediating variable - Guanxi 

Guanxi has been the lifeblood of personal relationships and business conduct in the 

Chinese society (Xin and Pearce, 1996). It implies the concept of gaining favours 

from the connection of a web of personal and organizational relations (Park and Luo, 

2001).  

The author adopted and rectified the guanxi scale of Park and Luo’s (2001) study for 

measuring the relationship between guanxi and the number of opportunities 

recognized. The guanxi scale had two dimensions. They were “guanxi with business 

community (horizontal connections)” and “guanxi with government authorities 

(vertical connections)”. The author rectified the horizontal connections dimension 

(see Appendix I) as business communities, which should include the expressive ties, 

mixed ties and instrumental ties (Lee, Pae, and Wong, 2001). Expressive ties are 

family and relatives. Mixed ties are close friends and instrumental ties are the 

transactional relationship with buyers and sellers. 

To avoid touching the corruption issue in Hong Kong, it is considered inappropriate 

to ask respondents questions like “Please indicate the extent to which you and your 

firm have utilized guanxi connections with various levels of political governments 

and government authorities”. Therefore, the items used were modified to induce 

appropriate responses (see Appendix I). All the items of the two dimensions were 
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rated on a 5-point Likert scale ranging from “strongly disagree” to “strongly agree”. 

After conducting the exploratory factor analysis, the eighenvalues for the 2 

dimensions were 1.65 and 2.32 respectively. Here is the table showing their 

respective factor loadings. 

 

Table 3.6  Factor loadings of Guanxi 

Items Factor Loadings 

 Horizontal 
connection 

Vertical 
connection 

GX1 
 
 

You and your family have utilized many 
guanxi connections with family or 
relatives. 

0.84 

 

______ 
 

GX2 You and your firm have utilized many 
guanxi connections with closed friends. 

0.85 ______ 

GX3 You and your firm have utilized many 
guanxi connections with outsiders (i.e. 
buyers, suppliers or competitors). 

0.64 ______ 

GX4 You and your firm have utilized many 
guanxi connections with authorities of 
political government. 

______ 0.83 

GX5 You and your firm have utilized many 
guanxi connections with industrial 
authorities. 

______ 0.83 

GX6 You and your firm have utilized many 
guanxi connections with other government 
authorities, such as taxation bureaus, 
banks, industrial and commercial 
administrative bureaus and the like. 

______ 0.85 

The above table has only shown the factor loadings that are greater than ± .45. 
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The six items generated a two-factor solution. Each three items were factor analyzed 

as their underlying dimensions respectively. Except items GX3, all the other items 

had been scored over 0.8. This implied that those items had specifically and heavily 

loaded on their underlying dimensions. The Cronbach’s alpha for this full scale is 

0.76.  

 

3.4.3  Dependent variable: Number of Opportunities Recognized 

An entrepreneurial opportunity in this study is redefined as individuals’ 

(entrepreneurs) situation in which new goods, services, raw materials, markets and 

organizing method can be adopted for gaining new profit potential for existing 

enterprises or establishing new ventures.  

The construct is measured by three items (see Appendix I) from Hills et al.’s (1997) 

study: 1) How many new, major business opportunities have you pursued (invested 

time and money) in the last 2 years?(question f_1); 2) How many of these new 

business opportunities can be said to be successful? (question f_2); 3) How many of 

these new business opportunities were unrelated to the existing business at that time? 

(question f_3). The answer of question f_1 was used as an index measure of the 

number of opportunities recognized. Question f_2  and question f_3 served as a 

monitor for the section F in the questionnaire.  
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Hierarchical regression was selected to analyze the data collected (Singh et al., 1999; 

Ko, 2004). After running the normality test of the dependent variable, it violated the 

assumption of normal distribution in regression. Thus, data transformation was used 

to remedy this problem. Taking the square root, logarithms and the inverse of the 

variable can be performed to linearize the relationships between the independent and 

dependent variables and to achieve a normal distribution of the residuals (Cohen & 

Cohen, 1983; Pallant, 2002). The logarithms of one plus the index measure was used 

for the dependent variable after comparing the histogram of the regression 

standardized residuals and the Kolmogorov-Smirnov test of the three types of data 

transformation. In other words, the logarithms of one plus the index measure was 

selected because it could best normalize the regression standardized residuals.  

 

3.4.4  Control Variables 

Entrepreneurs’ demographic data, namely, business in China, age, prior experience 

and education level were collected as control variables. These personal 

characteristics of entrepreneurs may affect the opportunity recognition (Ronstadt, 

1988; Ko, 2004) of this study. 
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3.5  Validity 

Validity is essentially concerned with whether the correct construct is being 

measured. A scale is regarded as highly reliable when all the items are measuring the 

same construct (Davies, 2000). In this study, different aspects of validity are used to 

ensure the quality of the research.  

 

3.5.1  Content Validity 

Content validity or face validity refers to the extent that a set of scale items shows 

the content domain of the construct (Davies, 2000). All items adopted in the 

questionnaire were either the well-known established scales or lightly modified from 

the original. This guarantees a certain level of validity. At the same time, the pilot 

test mentioned in section 3.3 also helps ensure the degree of content validity. 

 

3.5.2  Construct Validity: Discriminant Validity and Convergent Validity  

DeVellis (1991, p.46) describes construct validity as “ the extent to which a measure 

“behaves” the way that the construct it purports to measure should behave with 

regard to established measures of other constructs”. And the subcategories of this 

validity are the convergent and discriminant validity (Campbell and Fiske, 1959). In 

other words, measuring both the convergent and discriminant validity can assess the 
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construct validity. Convergent validity is the extent that different measures of the 

same concept are related (Hair et al., 1998). On the other hand, discriminant validity 

is described as “the absence of correlation between measures of unrelated 

constructs” (DeVellis, 1991,p.50).  

First, exploratory factor analysis was used to determine the discriminant validity. As 

all the items in the questionnaire were put to the exploratory factor analysis, this 

analysis had already established the discriminant validity of constructs. Each of the 

above section has clearly indicated the factor solution and loadings of each construct 

and scale. Hence, discriminant validity had been established for this study. Secondly, 

the intra-construct items of each construct retained from the previous exploratory 

factor analysis were subject to the exploratory factor analysis individually. This 

aimed at determining the convergent validity. The factor analysis result of each 

construct had consistently shown the intra-construct items loading on their 

underlying factors and dimensions respectively. Therefore, convergent validity had 

been established.     

 

3.6  Assumption for Hierarchical Regression                                                                                                                   

Hierarchical regressions were used for the following analysis. This method was used 

to test the hypotheses in Chapter 2. There are assumptions underlying the 
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regressions. The fundamental ones are normality, linearity and multicollinearity. The 

following subsections explain each of the assumptions accordingly. 

 

3.6.1  Normality 

When all the independent variables and mediator were subject to accessing 

normality, no serious normality assumptions were violated in the normal Q-Q plots 

and Kolmogorov-Smirnov test (p<0.05). However, the dependent variable - the 

number of opportunities recognized was shown violating the normality after 

reviewing both the normal Q-Q plots and Kolmogorov-Smirnov test (p<0.05). Data 

transformation was used to accommodate non-normal distribution (Hair et al., 1998, 

Singh et al., 1999; Ko, 2004). Transformation of the logarithms of one plus the 

variable was selected to remedy the problem as it was the most appropriate one 

comparing with taking the square root of the variable.  

 

3.6.2  Linearity 

The linearity relationship between dependent and independent variables implies the 

degree that the change in the dependent variable is associated with the independent 

variable. This can be determined by partial regression plots that demonstrate the 

relationship between an independent variable and a dependent variable (Hair et al., 
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1998). For this study, no violation of this assumption was found after reviewing all 

partial regression plots of different independent variables and dependent variable.  

 

3.6.3  Multicollinearity 

Multicollinearity implies the correlation among the independent variables of which 

represents a kind of data problem (Hair et al., 1998). There are two common 

measures for assessing the multicollinearity: the tolerance value and the variance 

inflation factor (VIF). Both of them show the degree that each independent variable 

is explained by the other independent variables. To assess this assumption, each 

independent variable becomes a dependent variable and is regressed against other 

independent variables. A very small tolerance value (VIF= 1/tolerance) implies high 

collinearity and a cut-off threshold of this value is .10 (or for VIF is 10). In other 

words, the higher the inter-correlations of independent variables, the smaller the 

tolerance values (<.10) and the higher the VIF (>10). Here is the table showing the 

result of the multicollinearity assessment.  
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Table 3.7  Results of Multicollinearity Assessment 
  Collinearity 

Statistics 
Regression Other Independent Variables Tolerance VIF 

Self-monitoring 
Regression 

 
 
 
 

 

Businesses in China 
Age 
Prior experience 
Education level 
Guanxi 
Extroversion 
Entrepreneurial self-efficacy  
Creativity 

0.97 
0.41 
0.44 
0.83 
0.91 
0.74 
0.76 
0.85 

1.03 
2.43 
2.29 
1.20 
1.20 
1.35 
1.31 
1.17 

Extroversion 
Regression 

Businesses in China 
Age 
Prior experience 
Education level 
Guanxi 
Self-monitoring 
Entrepreneurial self-efficacy  
Creativity 

0.93 
0.39 
0.45 
0.81 
0.91 
0.77 
0.77 
0.85 

1.07 
2.55 
2.23 
1.23 
1.09 
1.30 
1.30 
1.17 

Entrepreneurial 
Self-efficacy 
Regression 

 
 

Businesses in China 
Age 
Prior experience 
Education level 
Guanxi 
Self-monitoring 
Extroversion 
Creativity 

0.93 
0.38 
0.44 
0.87 
0.91 
0.72 
0.70 
0.84 

1.08 
2.61 
2.29 
1.15 
1.10 
1.39 
1.43 
1.20 

Creativity 
Regression 

Businesses in China 
Age 
Prior experience 
Education level 
Guanxi 
Self-monitoring 
Extroversion 
Entrepreneurial self-efficacy 

0.93 
0.40 
0.43 
0.80 
0.92 
0.73 
0.69 
0.74 

1.07 
2.48 
2.30 
1.29 
1.09 
1.38 
1.45 
1.35 
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The above table indicates that there is no multicollinearity problem for all the 

independent variables of this study. All the tolerance values were far higher than .10 

and the VIF were all below 10.  

 

3.7  Chapter Conclusion 

This chapter presents the research scope, procedure of both the questionnaire 

development and data collection. The validities of all measurement and variables are 

also demonstrated clearly in the above tables. Specially, the statistical assumptions 

for running the hierarchical regression are reported. They serve as a foundation 

Chapter 4. In addition, this chapter also demonstrates all hypotheses testing from 

hierarchical regression.  
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Chapter 4   Data Analysis 

 

4.1  Introduction 

The statistical data analyses of this study are presented in the following subsections. 

The chapter begins with a general description of the procedure of hierarchical 

multiple regression. Then the descriptive statistics of both the respondents and 

variables used in the study are demonstrated. Finally, hypotheses testing of the main 

effect models and mediating effect models are also discussed. 

 

4.1.1  Chapter Objectives 

The objectives of this chapter are 1) to generally discuss the procedure of 

hierarchical regression; 2) to provide the descriptive statistics of the respondents; 3) 

to discuss the hypotheses testing of the main effects model and the mediating effects 

model; 3) to summarize the result of hypotheses testing. 

 

4.2  Steps for hierarchical Regressions 

As mentioned in Chapter 3, hierarchical regression was adopted for all hypotheses 

testing. Miller (1990) claimed that multiple regression can be used to identify a 

minimum set of variables that yield the best prediction of the criterion for the data 
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that have been collected. It permits efficient simultaneous examination of the 

influences of multiple factors (Cohen, Cohen, West and Aiken, 2003). To this study, 

the regression analysis can be used to test the relationship between each independent 

variable (self-monitoring, extroversion, entrepreneurial self-efficacy and creativity) 

and the number of opportunities recognized. This study also aims at testing the 

mediating effect of guanxi between self-monitoring/ extroversion and the number of 

opportunities recognized. The hierarchical regression analysis can be used for this 

testing (Baron and Kenny, 1986, Ko, 2004). As the personal traits can be entered 

into blocks and controlled in the hierarchical regression analysis, the predictive 

power of which independent variable above/ offered by other variables on the 

number of opportunities recognized would been proved. This is useful for 

comparing the implication of different personalities towards entrepreneurial 

behaviour. Similar research (Singh et al., 1999; Ko, 2004) of entrepreneurial 

opportunity recognition had also been found to use the same analysis method.  

To proceed the hierarchical regression analyses, the dependent variable is firstly 

regressed on the control variables. Then the independent variables are added in the 

regression (Cohen and Cohen, 1983),. These two steps were used for testing the 

main effect models(H1-H4). For testing the mediating effect of guanxi, four steps 

from Baron and Kenny (1986) were used. First, the dependent variable- LN 
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transformation of one plus the number of opportunities recognized was regressed on 

the independent variables (self-monitoring or extroversion). Secondly, the mediating 

variable - guanxi was regressed on the independent variables (self-monitoring or 

extroversion). In addition, dependent variable was regressed on both the independent 

variable and the mediator. But the independent variable has be controlled in 

establishing the effect of the mediator on the dependent variable. Finally, the effect 

of the independent variable and the dependent variable should be zero after 

controlling the mediator. In this case, it implies a full mediation. Otherwise, the 

non-zero effect indicates a partial mediation.  

 

4.3  Descriptive Statistics 

4.3.1  Demographic Data of Respondents 

A total of 162 SMEs entrepreneurs responded to the opportunity recognition survey. 

Among them 88 were having business or some kind of business negotiation in China. 

The majority of the surveyed entrepreneurs (66%) were males, who aged from 36 to 

45 averagely. Their average years of prior experience before the establishment of the 

firms was from 11 to 15 years and their firms have been operating with an average 

of eight employees. Also, around two-fifths of the entrepreneurs (39.5%) had had 

university education. 
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Table 4.1  Demographic Data of SMEs’ Entrepreneurs 
 Frequency Percentage 
Business in China 
     Yes 
     No  

 
88 
74 

 
54.3% 
45.7% 

Age 
     Under25   
     26-35  
     36-45 
     46-55 
     over55        

 
7 
34 
70 
43 
8 

 
4.3% 
21% 
43.2% 
26.5% 
4.9% 

Gender 
     Male 
     Female 

 
107 
55 

 
66% 
34% 

Prior Experience (in years) 
     0-5 
     6-10 
     11-15 
     16-20 
     over 20 

 
22 
25 
36 
34 
45 

 
13.6% 
15.4% 
22.2% 
21% 
27.8% 

Education level 
     Primary School 
     Secondary School 
     Matriculation/Pre-university 
     University 
     Post-graduate School 

 
4 
25 
69 
52 
12 

 
2.5% 
15.4% 
42.6% 
32.1% 
7.4% 

Nature of His/Her business 
     Retailing 
     Manufacturing 
     Service 
     Wholesale 
     More than one of the above 
     Others 

 
18 
42 
49 
7 
23 
23 

 
11.1% 
25.9% 
30.2% 
4.3% 
14.2% 
14.2% 

Firm Size ( in number of employees) Mean=7.93 S.D.=10.94 
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4.3.2  Descriptive Statistics of the Measured Variables 

Table 4.2 summarizes the descriptive statistics (means, standard deviations and 

correlations) for the control variables, independent variables and dependent variable.  

The number of opportunity recognition was correlated positively with business in 

China (r = -0.27, p<0.01). The Pearson Correlation coefficient was negative because 

0 was coded as “respondent has business or any kind of business negotiation in 

China” and 1 was “respondent has no business or any kind of business negotiation in 

China”. Education level (r =0.22, p<0.01), guanxi (r = 0.16, p<0.05), 

self-monitoring (r = 0.15, p< 0.1), extroversion (r =0.32, p<0.01), self-efficacy (r = 

0.371, p<0.01) and creativity (r =0.25, p<0.01) were also positively correlated to the 

number of opportunity recognition. However, age and prior experience of 

entrepreneurs failed to correlate with the number of opportunities recognized. The 

author still decided to put the two control variables in the subsequent hierarchical 

regression models as previous studies have shown the significant relationship 

between prior experience and opportunity recognition (Shane, 2000; Hayek, 1945; 

Ronstadt, 1988). The effect of age and prior experience on opportunity recognition 

may reflect in the regression analyses.  

Guanxi was positively correlated with business in China (r =-0.21, p<0.01). Again, 

the correlation coefficient was negative because of the reason stated above. 
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Surprisingly, only extroversion (r= 0.19, p<0.05) was positively related to guanxi. 

Self-monitoring, self-efficacy, creativity, prior experience and education level of the 

respondents failed to correlate with guanxi.  
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Table 4.2  Mean, Standard Deviation and Pearson Correlations 
 Mean Standard 

Deviation 

1 2 3 4 5 6 7 8 9 

1 Business in China 1.46 0.50          

2 Guanxi 2.38 0.76 - 0.21**         

3 Self-monitoring 2.69 0.60 - 0.12  0.14+        

4 Extroversion 3.24 0.66 - 0.05  0.19* 0.43***       

5 Self-efficacy 3.34 0.57 - 0.11  0.12 0.30** 0.39**      

6 Creativity 4.02 0.53 - 0.03  0.15+ 0.03 0.25** 0.18*     

7 Age 3.07 0.92  0.08 - 0.06 - 0.33** - 0.22** - 0.03 - 0.31**    

8 Prior experience 3.34 1.38 0.02  0.00 - 0.15+ - 0.01 0.06 - 0.22** 0.73**   

9 Education level 4.27 0.90 - 0.11  0.10 0.20** 0.28** 0.34** 0.05 - 0.11 - 0.12  

10 LN(1+no.of 
opportunities 
recognized) 

0.95 0.89 -0.27**  0.16*  0.15+  0.32**  0.37**  0.25** - 0.06 - 0.00  0.22** 

           +p< 0.1;*p<0.05; ** p<0.01; ***p<0.001 
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4.4  Hypotheses Testing 

4.4.1  Hypothesis of self-monitoring relating to the number of opportunities 

recognized  

Hypothesis 1 was tested using hierarchical regression analyses. In table 4.3, the 

number of opportunities recognized [LN (1+ number of opportunities recognizes)] 

was regressed on the three control variables (business in China, age, prior 

experience and education level) in Model 1. Then, the independent variable - 

self-monitoring was added to Model 2. 

As shown in table 4.3, it was found that the set of control variables generated a very 

significant regression model (F = 4.84, p<0.001) in Model 1.Both business in China 

(� = -0.44, p<0.001) and education level (� = 0.20, p<0.01) were positively related 

to the number of opportunities recognized.  

Model 2 was to test the effect of self-monitoring on the number of opportunities 

recognized. Model 2 produced an insignificant regression model with an adjusted R2 

of 0.09 (F = 4.00, p<0.01), and it yielded a poorer performance than Model 1 in the 

F change value (�F = 0.68, n.s.). This implied that the relationship between the set 

of control variables (business in China, � = -0.43, p<0.01; education level, � = 0.18, 

p<0.05) and the number of opportunities recognized was far stronger than the 

relationship between the self-monitoring (� = 0.10, n.s.) and the number of 
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opportunities recognized. The relationship between self-monitoring and the number 

of opportunities recognized was very weak as observed from the beta coefficient(� = 

0.10). Therefore, Hypothesis 1 which indicated the positive relationship between 

self-monitoring and the number of opportunities recognized was not supported.  

 

Table 4.3  Results of Hierarchical Regression of the Number of Opportunities 
Recognized on Self-monitoring 

 

+p< 0.1; *p<0.05; **p<0.01, ***p<0.001 

 

4.4.2  Hypothesis of Extroversion relating to the Number of opportunities     

recognized 

Hypothesis 2 was tested by the hierarchical regression analysis. In table 4.4, , the 

number of opportunities recognized [LN (1+ number of opportunities recognized)] 

Variables Model 1 Model 2 
 
Business in China 

 
-0.44*** 

 
-0.43** 

Age -0.07 -0.03 
Prior Experience 0.05  0.04 
Education Level 0.20**  0.18* 
 
Self-monitoring 

 
 

  
 0.10 

 
R2 

 
 0.12 

 
 0.12 

� R2  0.12  0.00 
Adjusted R2  0.09  0.09 
F  4.84**  4.00** 
�F  4.84**  0.68 
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was regressed on the three control variables (business in China, age, prior 

experience and education level) in Model 1. Then, the independent 

variable-extroversion was added to Model 2. 

Model 1 shown in Table 4.4 was the same as the one in Table 4.3. Because the 

number of opportunities recognized was regressed on the same set of control 

variables in the same sample set. In Model 2, the control variable of business in 

China (� = -0.45, p<0.001) and education level (� = 0.12, p<0.1) exhibited a positive 

relationship with the number of opportunities recognized. Then the effect between 

the extroversion and the number of opportunities recognized was analyzed. 

Hypothesis 2 which indicated that extroversion was positively related to the number 

of opportunities recognized, was supported (� = 0.39, p<0.001). Model 2 also 

provided a significant regression model with an adjusted R2 of 0.16 (F = 6.74, 

p<0.001), and yielded a significant improvement over Model 1 (�F = 12.78, 

p<0.001).  

It seemed that extroversion had a strong relationship with the number of 

opportunities recognized as after adding this independent variable, Model 2 

represented a great improvement value (F change value). Thus, a one standard 

deviation change in extroversion would result in a 0.39 standard deviation change in 

the number of opportunities recognized and 18.5% of the observed variability in the 
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number of opportunities recognized was explained by extroversion. 

 

Table 4.4  Results of Hierarchical Regression of the Number of Opportunities 
Recognized On Extroversion 

Variables Model 1 Model 2 
Business in China -0.44*** -0.45*** 
Age -0.07  0.06 
Prior Experience  0.05 -0.02 
Education Level  0.20**  0.12 
 
Extroversion 

 
 

  
 0.39*** 

 
R2 

 
 0.12 

 
 0.19 

� R2  0.12  0.07 
Adjusted R2  0.09  0.16 
F  4.84**  6.74*** 
�F  4.84**  12.78*** 
+p< 0.1; *p<0.05; **p<0.01, ***p<0.001 

 

4.4.3  Hypothesis of Entrepreneurial self-efficacy relating to the Number of 

opportunities recognized 

Hypothesis 3 was also tested using hierarchical regression. Again, the number of 

opportunities recognized was regressed on the three control variables (business in 

China, age, prior experience and education level) in Model 1. Then entreoreneurial 

self-efficacy wad added to Model 2. 

In table 4.5, Model 2 showed that business in China (� = -0.40, p<0.01) and 

education level (� = 0.20, p<0.05) were significantly related to the number of 
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opportunities recognized and the rest of them were insignificant. This Model also 

tested the effect between the entrepreneurial self-efficacy and the number of 

opportunities recognized. The result demonstrated that Model 2 produced a 

significant regression model with an adjusted R2 of 0.17 (F = 7.38, p<0.001). And it 

provided a very significant improvement over Model 1 (�F = 15.62, p<0.001). 

Moreover, a one standard deviation change in entrepreneurial self-efficacy would 

result in a 0.49 standard deviation change in the number of opportunities recognized 

and 20% of the observed variability in the number of opportunity recognition was 

explained by entrepreneurial self-efficacy.  

Again, the entrepreneurial self-efficacy demonstrated a strong relationship with the 

number of opportunities recognized. The significant improvement from Model 1 to 2 

implied that the great power of entrepreneurial self-efficacy affected the number of 

opportunities recognized. Thus, Hypothesis 3 was supported as the entrepreneurial 

self-efficacy was positively related with the number of opportunities recognized.  
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Table 4.5  Results of Hierarchical Regression of the Number of Opportunities 
Recognized on Entrepreneurial Self-efficacy 

+p< 0.1; *p<0.05; **p<0.01, ***p<0.001 

 

4.4.4  Hypothesis of Creativity relating to the Number of Opportunities 

Recognized 

Hypothesis 4 was tested using hierarchical regression analysis. The number of 

opportunities recognized was regressed on business in China, age, prior experience 

and education level in Model 1. Then, the independent variable- creativity was 

added to Model 2. 

Both business in China (� = 0.44, p<0.01) and education level (� = 0.20, p<0.01) 

indicated the positive relationships with the number of opportunities recognized in 

Model 2. This Model shown in Table 4.6 also indicated the effect between creativity 

Variables Model 1 Model 2 
Business in China -0.44** -0.40** 
Age -0.07 -0.03 
Prior Experience  0.05  0.02 
Education Level  0.20**  0.09 

 
Entrepreneurial Self-efficacy 

 
 

  
 0.49*** 

 
R2 

 
 0.12 

 
 0.20 

� R2  0.12  0.08 
Adjusted R2  0.09  0.17 
F  4.84**  7.38*** 
�F  4.84** 15.62*** 
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and the number of opportunities recognized. Hypothesis 4, indicating that creativity 

was positively related to the number of opportunities recognized, was supported (� = 

0.43, p<0.001). Model 2 also produced a very significant regression model with an 

adjusted R2 of 0.15 (F = 6.22, p<0.001) and generated a very significant 

improvement over Model 1 (�F = 10.48, p<0.001).  

Also, a one standard deviation change in creativity would result in a 0.43 standard 

deviation change in the number of opportunities recognized. Table 4.6 showed that 

17% of the observed variability in the number of opportunities recognized was 

explained by creativity. And the significant improvement from Model 1 to 2 

indicated a very strong relationship between creativity and the number of 

opportunities recognized.  
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Table 4.6  Results of Hierarchical Regression of the Number of Opportunities 
Recognized on Creativity 

+p< 0.1; *p<0.05; **p<0.01, ***p<0.001 

 

4.4.5  Hypothesis of Self-monitoring relating to Guanxi  

Hypothesis 5 was tested using hierarchical regression. Testing of this hypothesis was 

one of the steps for indicating the mediation effect between self-monitoring, guanxi 

and the number of opportunities recognized. The result of this hypothesis testing 

would directly affect the subsequent analysis of the mediator. The mediator - guanxi 

was firstly regressed on the four control variables in Model 1. Secondly, guanxi was 

regressed on self-monitoring and those control variables in Model 2.  

The Model 1 in Table 4.7 showed that the set of control variables produced a 

marginally significant regression model (F = 2.24, p<0.1). And business in China 

Variables Model 1 Model 2 
Business in China -0.44** -0.44** 

Age -0.07 -0.00 
Prior Experience  0.05  0.06 
Education Level  0.20**  0.20** 

 
Creativity 

 
 

  
 0.43*** 

 
R2 

 
 0.12 

 
 0.17 

� R2  0.12  0.06 
Adjusted R2  0.09  0.15 
F  4.84**  6.22*** 
�F  4.84**  10.48*** 
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indicated a positive relationship with guanxi (� = -0.30, p<0.05). The next step of 

analysis was to test the effect between self-monitoring and guanxi in Model 2. 

Hypothesis 5 was not supported as self-monitoring insignificantly related to guanxi 

(� = 0.12, n.s.) as shown in Model 2. It exhibited a deterioration from Model 1 (�F = 

1.30). However, Model 2 provided a marginally significant regression model with an 

adjusted R2 of 0.03 (F = 2.05, p<0.1). This was resulted from the significant 

relationship between business in China and guanxi, which added the significance 

power to Model 2. 

 

 Table 4.7  Results of Hierarchical Regression of the Guanxi on 
Self-monitoring  

+p< 0.1; *p<0.05; **p<0.01, ***p<0.001 

 

Variables Model 1 Model 2 
 
Business in China 

 
   -0.30* 

 
  -0.29* 

Age    -0.08   -0.05 
Prior Experience     0.05    0.04 
Education Level     0.06    0.05 
 
Self-monitoring  

 
 
 

 
   0.12 

 
R2 

 
    0.05 

 
   0.06 

� R2     0.05    0.01 
Adjusted R2     0.03    0.03 
F     2.24+    2.05+ 
�F     2.24+    1.30 
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4.4.6  Hypothesis of Extroversion relating to Guanxi 

Hypothesis 6 was tested using hierarchical regression. Guanxi was firstly regressed 

on a set of control variables (business in China, age, prior experience and education 

level) in the first model. Then, guanxi was regressed on extroversion and control 

variables in the second model. This hypothesis testing was a major step for testing 

the mediation effect between extroversion, guanxi and the number of opportunities 

recognized.  

As shown in Table 4.8, business in China was positively related to guanxi (� = -0.30, 

p<0.05). And a set of control variables raised a marginally significant regression 

model (F = 2.24, p<0.1). In model 2, business in China was still positively related to 

guanxi (� = -0.30, p<0.05). Then, the effect between extroversion and guanxi was 

tested. Hypothesis 6, claiming extroversion positively related to guanxi, was 

supported (� = 0.19, p<0.1). Extroversion was shown to be significantly related to 

guanxi, but its significance was just marginally over 0.05 (significance=0.056). This 

nevertheless, still indicated a strong relationship between extroversion and guanxi. 

Model 2 exhibited a significant regression model with an adjusted R2 of 0.08 (F = 

2.56, p< 0.05) and provided an improvement over Model 1 (�F = 3.71, p< 0.1). Thus, 

a one standard deviation change in extroversion would result in 0.19 standard 

deviation change in guanxi. The R2 labeled in Table 4.8 showing 8% of the observed 
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variability in guanxi was explained by extroversion.  

 

Table 4.8  Results of Hierarchical Regression of the Guanxi on Extroversion 

+p< 0.1; *p<0.05; **p<0.01, ***p<0.001 

 

4.4.7  Hypotheses of Guanxi relating to the Number of Opportunities 

Recognized and the Mediation Effect between Self-monitoring, Guanxi 

and the Number of Opportunities Recognized 

According to Baron and Kenny (1986), there were four steps to test the mediation 

effect of guanxi, The first step was to establish the relationship between the 

self-monitoring and the number of opportunities recognized. Then self-monitoring 

had to be related to guanxi. Finally, guanxi had to be related to the number of 

Variables Model 1 Model 2 
 
Business in China 

 
   -0.30* 

 
  -0.30* 

Age    -0.08   -0.03 
Prior Experience     0.05    0.02 
Education Level     0.06    0.02 
 
Extroversion  

 
 
 

 
   0.19+ 

 
R2 

 
    0.05 

 
   0.08 

� R2     0.05    0.02 
Adjusted R2     0.03    0.05 
F     2.24+    2.56* 
�F     2.24+    3.71+ 
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opportunities recognized when self-monitoring was included in the same equation 

and controlled. If these three steps were met, partial mediation of guanxi was at least 

indicated. If after controlling for guanxi, self-monitoring and the number of 

opportunities recognized showed zero effect then guanxi completely mediated the 

independent and dependent variables. Both hypotheses 1 and 5 were not supported 

as self-monitoring did not relate to the number of opportunities recognized and 

guanxi. Step 1 and 2 of Baron and Kenny (1986) were not met.  

In table 4.9, Model 2 produced a significant regression model (F = 4.09, p<0.05). 

This was due to the strong effect between the control variables (business in China: � 

= -0.41, p<0.01; education level: � = 0.20, p<0.05) and the number of opportunities 

recognized. Rather, self-monitoring indicated an insignificant relationship with the 

number of opportunities recognized (� = 0.10, n.s.). Model 3 showed that guanxi 

was insignificantly related to the number of opportunities recognized (� = 0.11, n.s.) 

after controlling the set of control variables and self-monitoring. This also implied 

that the step 3 of Baron and Kenny (1986) failed, although Model 3 produced a 

significant regression model (F = 3.65, p<0.01), and some of the control variables 

were positively related to the number of opportunities recognized (business in China: 

� =-0.38, p<0.01; education level: � = 0.20, p<0.05). Both Hypothesis 7, indicating 

the positively relationship between guanxi and the number of opportunities 
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recognized and Hypothesis 8, indicating that guanxi mediates the relationship 

between self-monitoring and the number of opportunities recognized, were not 

supported.  

 
Table 4.9  Results of Hierarchical Regression of the Number of Opportunities 

Recognized on Self-monitoring and Guanxi 

+p< 0.1; *p<0.05; **p<0.01, ***p<0.001 

 

4.4.8 Hypothesis of Mediation effect between Extroversion, Guanxi and the 

Number of Opportunity Recognition 

According to the four steps postulated by Baron and Kenny (1986), step 1, 

establishing the relationship between the extroversion and the number of 

opportunities recognized was met (Hypothesis 2, see Table 4.4). Step 2, requiring the 

Variables Model 1 Model 2 Model 3 
 
Business in China 

 
 -0.42** 

 
  -0.41** 

 
  -0.38** 

Age  -0.06   -0.03   -0.03 
Prior Experience    0.05    0.04    0.04 
Education Level   0.22**    0.20*    0.20* 
 
Self-monitoring 

 
 

 
   0.10 

 
   0.08 

 
Guanxi 

        
   0.11 

 
R2 

 
  0.12 

 
   0.12 

 
   0.13 

� R2   0.12    0.00    0.01 
Adjusted R2   0.10    0.09    0.10 
F   4.97**    4.09**    3.65** 
�F   4.97**    0.619    1.36 
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relationship between extroversion and guanxi was also met (Hypothesis 5, see Table 

4.8).  

Model 3 in Table 4.10 showed the relationship between guanxi and the number of 

opportunities recognized after controlling a set of control variables and extroversion. 

This was also the step 3 proposed by Baron and Kenny (1986) for testing the 

mediating effect of guanxi. Guanxi insignificantly related to the number of 

opportunities recognized in Model 3 (� = 0.07, n.s.). Therefore, Hypothesis 9, 

indicating guanxi mediates the relationship between extroversion and the number of 

opportunities recognized was not supported. 

In Table 4.10, both business in China (Model 1: � = -0.42, p<0.01; Model 2: � = 

-0.44, p<0.01; Model 3: � = -0.42, p< 0.01) and education level (Model 1: � = 0.22, 

p<0.01; Model 2: � = 0.13, p<0.1; Model 3: � = 0.13, p<0.1) showed a positive 

relationship with the number of opportunities recognized in all the models. In Model 

2, extroversion was very significant in relating to the number of opportunities 

recognized (� = 0.37, p<0.001). Model 2 also yielded a very significant regression 

model with an adjusted R2 of 0.18 (F = 6.57, p<0.001) and an improvement over 

Model 1 (�F = 11.51, p<0.001). This result was consistent with the one in 

Hypothesis 2 (see Table 4.4). 

In Model 3, guanxi insignificantly related to the number of opportunities recognized, 
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however, the inclusion of this variable yielded a significant regression model (F= 

5.55, p<0.001). But it deteriorated from Model 1 and 2 (�F = 0.54, n.s.). The 

significance of Model 3 was mainly contributed by the significance power of the 

three variables- business in China, education level and extroversion. 

 

Table 4.10  Results of Hierarchical Regression of the Number of Opportunities 
Recognized on Extroversion and Guanxi 

+p< 0.1; *p<0.05; **p<0.01, ***p<0.001 

 

 

 

 

Variables Model 1 Model 2 Model 3 
 
Business in China 

 
 -0.42** 

 
  -0.44** 

 
  -0.42** 

Age  -0.06    0.05    0.05 
Prior Experience    0.05   -0.01   -0.10 
Education Level   0.22**    0.13+    0.13+ 
 
Extroversion 

 
 

 
   0.37*** 

 
   0.36** 

 
Guanxi 

     
   0.07 

 
 
R2 

 
 
  0.12 

 
 
   0.18 

 
 
   0.19 

� R2   0.12    0.06    0.00 
Adjusted R2   0.10    0.16    0.15 
F   4.97**    6.57***    5.55*** 
�F   4.97**   11.55***    0.54 
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4.4.9 The Predictive Power of Self-monitoring, Extroversion, 

Entrepreneurial Self-efficacy and Creativity on the Number of 

Opportunities Recognized  

To determine the predictive power of each independent variable on the number of 

opportunities recognized, self-monitoring, extroversion, entrepreneurial self-efficacy 

and creativity were put into a single hierarchical regression model. The four traits 

were divided into two groups of personalities. This is because both self-monitoring 

and extroversion are related to impression management and interpersonal skills in 

social context (Snyder,1974; Jung, 1971), while entrepreneurial self-efficacy and 

creativity is influenced by prior experience and past performance (Wood and 

Bandura, 1989) and individuals’ education background (Hayes, 1978) respectively. 

To conclude, self-monitoring and extroversion are related to human interaction in 

daily lives, which might not be easily shaped or advanced from individuals’ past 

experience or education. However, entrepreneurial self-efficacy and creativity 

provide that individuals can enhance their capabilities from the past experience and 

education.  

Firstly, four trait variables were tested using hierarchical regression analyses. In 

table 4.11, the number of opportunities recognized [LN (1+ the number of 

opportunities recognized)] was regressed on the three control variables (business in 
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Chian, age, prior experience and education level) in Model 1, Then the independent 

variables – self-monitoring and extroversion were added to Model 2. Finally, 

entrepreneurial self-efficacy and creativity were put into Model 3. As shown in 

Table 4.11, it was found that the set of control variables generated a very significant 

regression model (F = 4.79, p<0.001) in Model 1. Business in China (� = -0.44, 

p<0.01) showed positively related to the number of opportunities recognized. Model 

2 was to test the effect of both self-monitoring and extroversion after controlling the 

variables in Model 1. It produced a significant regression model with R2 of 0.18 (F = 

5.49, p<0.001) but it yield a weaker significance power than Model 1 (�F = 6.20, 

p<0.01). This was due to the weak effect of self-monitoring (� = -0.02, n.s.) on the 

number of opportunities recognized. Rather, the relationship between extroversion 

and the number of opportunities recognized was very strong as observed from the 

beta coefficient (� = 0.39, p<0.001). Model 3 was to test the effect of entrepreneurial 

self-efficacy and creativity on the number of opportunities recognized after 

controlling variables in Model 1 and 2. It showed that entrepreneurial self-efficacy 

(� = 0.36, p<0.01) and creativity (� = 0.28, p<0.05) were significantly related to the 

number of opportunities recognized after controlling the set of control variables; 

self-monitoring and extroversion. However, extroversion had deteriorated its effect 

on the number of opportunities recognized (� = 0.25, p<0.05) after adding 
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entrepreneurial self-efficacy and creativity in Model 3. This implied extroversion 

had relatively weaker predictive power on the number of opportunity recognized 

than entrepreneurial self-efficacy and creativity did.  

It seemed that entrepreneurial self-efficacy has the strongest relationship (� = 0.36, 

p<0.01) with the number of opportunities recognized comparing with extroversion 

(� = 0.25, p<0.05) and creativity (� = 0.28, p<0.05). Also, there was an improvement 

of F change value (�F = 7.24, p<0.001) in Model 3, which influenced by the impact 

of entrepreneurial self-efficacy and creativity. To conclude, a one standard deviation 

change in extroversion, entrepreneurial self-efficacy and creativity would result in 

0.25, 0.36 and 0.28 standard deviation change in the number of opportunities 

recognized respectively and 25.7% of the observed variability in the number of 

opportunities recognized was explained by extroversion, entrepreneurial 

self-efficacy and creativity.  
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Table 4.11  Results of Hierarchical Regression of the Number of Opportunities 

Recognized on Self-monitoring and Extroversion,  

Entrepreneurial Self-efficacy and Creativity 

+p< 0.1; *p<0.05; **p<0.01, ***p<0.001 

 

 

 

 

 

 

Variables Model 1 Model 2 Model 3 
 
Business in China 

 
 -0.44** 

 
  -0.44** 

 
  -0.42** 

Age  -0.07    0.05    0.07 
Prior Experience    0.05   -0.01    -0.01 
Education Level   0.20    0.12    0.07 
 
Self-monitoring  

 
 

 
  -0.02 

 
   -0.03 

Extroversion 
 

      0.39***     0.25* 

Entrepreneurial self-efficacy      0.36** 
Creativity      0.28* 
 
R2 

 
  0.11 

 
   0.18 

 
   0.26 

� R2   0.11    0.07    0.07 
Adjusted R2   0.09    0.15    0.22 
F   4.79***    5.49***    6.27*** 
�F   4.79***    6.20**    7.24*** 
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4.5  Summary of Results 

The above discussion indicated support for four of the nine hypotheses. Table 4.12 

summarized the result of the total nine hypotheses. In Chapter 5, the results of those 

hypotheses would be further analyzed and discussed in detail.  

 

Table 4.12  Summary of Hypotheses Results 
Hypotheses Results 

Hypothesis 1: Self-monitoring is positively related to the number of 
opportunities recognized.  

Not Supported 
Table 4.3 

Hypothesis 2: Extroversion is positively related to the number of 
opportunities recognized. 

Supported 
Table 4.4 

Hypothesis 3: Entrepreneurial Self-efficacy is positively related to the 
number of opportunities recognized. 

Supported 
Table 4.5 

Hypothesis 4: Creativity is positively related to the number of 
opportunities recognized. 

Supported  
Table 4.6 

Hypothesis 5: Self-monitoring is positively related to guanxi. Not Supported 
Table 4.7 

Hypothesis 6: Extroversion is positively related to guanxi. Supported 
Table 4.8 

Hypothesis 7: Guanxi is positively related to the number of opportunities 
recognized. 

Not Supported 
Table 4.9 and 4.10 

Hypothesis 8: Guanxi mediates the relationship between self-monitoring 
and the number of opportunities recognized. 

Not Supported 
Table 4.9 

Hypothesis 9: Gaunxi mediates the relationship between extroversion and 
the number of opportunities recognized.  

Not Supported 
Table 4.10 

Entrepreneurial Self-efficacy has the greatest impact on the number 
of opportunity recognized as proposed in the framework of 
Opportunity Recognition of Hong Kong SMEs.  

Table 4.11 
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Chapter 5   Discussion and Conclusion 

 

5.1  Introduction 

The primary goal of this study is to examine the relationship between entrepreneurs’ 

personal traits (self-monitoring, extroversion, self-efficacy and creativity) and the 

number of opportunities recognized as the latter was regarded as key to 

entrepreneurship (Christensen et al., 1994; Gaglio, 1997; Gaglio and Katz, 2001; 

Gartner, Carter and Hills, 2003; Kirzner, 1997; Shane and Venkataraman, 2000). 

Additionally, the mediating variable - guanxi was examined to test the mediation 

effect between self-monitoring/extroversion, itself and the number of opportunities 

recognized. Four out of the nine hypotheses were supported by employing the 

hierarchical regression analysis for the study. 

This final chapter reviews and discusses the results, implications and conclusions of 

this study. First of all, it revisits the purposes of the study. Then it provides an 

in-depth discussion of the data analysis results presented in Chapter 5. In addition, 

both the theoretical and practical implications are presented. Finally, the limitations 

of the study and some possible direction for future research are discussed.  
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5.1.1  Chapter Objectives 

The major objectives for this chapter are 1) to revisit the research objectives; 2) to 

provide discussion of the analysis results; 3) to exhibit implication for the theoretical 

and practical world; and 4) to discuss the limitations of this study and directions for 

future research. 

 

5.2  Research Objectives: Revisit 

This research addresses the fundamental issue showing explicitly why and how 

entrepreneurs are able to recognize opportunities. Building on conventional 

approaches to opportunity recognition of entrepreneurs, this study focuses on the 

Chinese perspective of social network - guanxi and personal traits (self-monitoring, 

extroversion, entrepreneurial self-efficacy and creativity). The intention of this study 

is not to question the importance of personal traits in affecting entrepreneurial 

opportunity recognition. Rather, it suggests the mediation between personal traits 

(self-monitoring and extroversion), guanxi and the number of opportunities 

recognized. This contributes to the existing Chinese cultural theory as little 

empirical research has been studied on personal traits and its influence on 

opportunity recognition in the Chinese context.  
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5.3  Discussion of Results 

The research problem of this research was examined by testing nine hypotheses 

including four personal traits (self-monitoring, extroversion, entrepreneurial 

self-efficacy and creativity) to the number of opportunities recognized and 

self-monitoring/extroversion to the number of opportunities recognized with the 

mediating role of guanxi. Four of the hypotheses were empirically supported. The 

findings were consistent with previous research and added new ideas to the 

antecedents of guanxi. In particular, the construct of self-monitoring was suggested 

as multi-dimensional in a Chinese context. In the following, both supported and 

unsupported results are explained in detail.  

 

5.3.1  Results of Self-monitoring Hypotheses 

In the following subsection, the exploration of the new dimension of the 

self-monitoring construct, the relationship between self-monitoring and the number 

of opportunities recognized, and the relationship between self-monitoring and 

guanxi are discussed accordingly.  

 

5.3.1.1  “Face Work” dimension of Self-monitoring 

In Chapter 3, the exploratory factor analysis of the self-monitoring construct 
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demonstrated that six out of the eighteen items were retained and had generated a 

two-factor model. Items 1, 2, 3 and 11 were underpinned dimension A and items 6 

and 12 were underpinned the dimension of Acting Ability (Briggs et al., 1980) (See 

Appendix I). The author found that dimension A was constituted by common 

features of entrepreneurs with a Chinese cultural background. Therefore, this 

dimension was labeled “Face-work”. This term implies the use of a complex 

package of social skills to protect a person’s own face and the face of others in 

Chinese relational settings (Goffman, 1972; King, 1993; Lam and Wong, 1995). 

Here are the reasons supporting this newly labeled dimension. 

Goffman (1955, p.213) defined “face” as “the positive social value a person 

effectively claims for himself by the line others assume he has taken during a 

particular contact”. This “face” is especially important in Chinese culture as Aggassi 

and Jarvie (1969) claimed that it is pre-eminently an Oriental concern. In addition to 

“face”, Hwang (1987) interpreted “face work” in terms of horizontal and vertical 

dynamics. Horizontal face work involves the conduct of giving face, saving face and 

avoiding losing face of others. Vertical face work involves projection of self-image 

and impression management. The latter most likely, shows the face enhancement, 

which represents a person’s power (Leung and Chan, 2003).  

Items SM1(“I find it hard to imitate the behaviour of other people”), SM2 (At 
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parties and social gatherings, I do not attempt to do or say things that others will 

like), SM3 (I can only argue for ideas which I already believe) and SM11 (I would 

not change my opinions (or the way I do things) in order to please someone or win 

their favour) are actually the “face work” behaviour of being an entrepreneur in 

Chinese context. Structural harmony (Stover, 1974) is prominent in Chinese society. 

Chinese have a common expression claiming “Seniors and juniors have their 

ranking” (����). This shows the importance of hierarchical order in Chinese 

society and can be used to imply the authority power of being an entrepreneur. 

Because of his/her ranking in the company, he/she has the “face” in projecting the 

self-image as the highest authority in a company. Also, he/she has to show off 

his/her power on different occasions so as to retain his status quo in the hierarchy. 

These behaviours explain the characteristics of the “face work” in Chinese context.  

In conclusion, the author explores a new dimension of self-monitoring construct in a 

Chinese context. Items SM1, SM2, SM3, and SM11 constituted the “face work” 

dimension. The author strongly believes “face work” dimension has to be included 

in the self-monitoring construct as Snyder (1974) had based on arguments of 

Goffman’s (1955). In fact, Goffman (1955) was the exponent of “face” literature. In 

addition, all the previous self-monitoring work had university or college students as 

subjects only, while respondents of this study were the entrepreneurs in a Chinese 
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context. The exploration of this new dimension can enhance the external validity of 

self-monitoring construct in the practical world. 

 

5.3.1.2  Result of Self-monitoring relating to the Number of Opportunities 

Recognized 

The hypothesis related to the relationship between self-monitoring and the number 

of opportunities recognized was not supported. No previous work has been done on 

the relationship between self-monitoring and entrepreneurs’ behaviour, this study 

failed to provide a new direction of the construct in predicting the behaviours of 

entrepreneurs. Two possible reasons may account for this result. 

Goffman (1955) had likened social interaction to a theatrical performance. He 

regarded this linkage as an individual’s desire to maintain social approval and such 

self-management required a repertoire of face-saving devices. This is consistent with 

the explanation in section 5.3.1.1 that “face-work” has been internalized in the 

construct. Snyder (1974) adopted his rationale for building up the well-known 

self-monitoring scale and assumed a high degree of similarity between theatrical 

acting ability and social interactions.  

Items 6 (I would probably make a good actor) and 12 (I have considered being an 

entertainer) were encompassed in the dimension of Acting Ability of Briggs et al.’s  
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study (1980). This dimension explains an individual ability in role-playing situation 

as Goffman(1955) suggested. Briggs et al. (1980) criticized that although this 

dramaturgical dimension is interesting and provocative, it cannot reflect a person in 

interpreting his/her own impression management in daily personal interactions. In 

other words, a self-monitor is not necessary to be an actor in daily life. If being an 

actor or entertainer is not sufficient to interpret one’s personal interactions, the 

insignificant relationship between self-monitoring and the number of opportunities 

recognized is possible. This is because opportunities are recognized through 

exchange of information with different individuals (Hills et al., 1999). 

Secondly, the characteristics of “face work” bar the entrepreneurs from receiving 

information from others. To maintain the “face” as an entrepreneur in the 

hierarchical order, he/she does not attempt to do or say something for the sake of 

others. His/her opinion has the highest authority, therefore, he/she will not change 

the ideas even others have commented or suggested useful opinions. As a result, 

entrepreneurs are sometimes less likely to exchange critical ideas or business issues, 

and hence, missing opportunities.  

 

5.3.1.3  Result of Self-monitoring relating to Guanxi 

The hypothesis related to self-monitoring and guanxi was not supported. Table 4.2 
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showed the correlation coefficient between the self-monitoring and guanxi of the 

study. Their correlation coefficient was marginally significant (r = 0.14, p<0.1). 

However, the hierarchical regression found that self-monitoring and guanxi were not 

positively related.  

In section 5.3.1.1, the author explained the “face work” dimension of 

self-monitoring in Hong Kong SMEs context. The existing literature on this topic 

(Jacob and Bruce, 1982; Redding and Ng, 1983; Kirkbride, Duncan and Tsang, 1990; 

Lam and Wong, 1995) shows that face work and guanxi are related and both affect 

Chinese society in terms of social, political and organizational aspects. Leung et al.’s 

study (2003) at the same time demonstrates that face work is a cultural strategy, 

which lubricates the guanxi relationship. Contrary to this finding, this study cannot 

establish a relationship between face work and guanxi. The following reasons may 

account for this result.  

Items SM1, SM2, SM3 and SM11 in the “face work” dimension show that 

entrepreneurs in Chinese context elevated his/her “boss” power in front of this/her 

subordinates and other people. They are enforcing their “boss” power as the highest 

authority in the company hierarchy. This kind of behaviour is simply the practice of 

constructing and projecting the mianzi of the entrepreneurs. Mianzi stands for an 

individual’s prestige, which implies a reputation achieved through success and 
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ostentation (Brunner et al., 1989; Lam and Wong, 1995). On the other hand, this 

behviour occasionally prohibits entrepreneurs from giving face to other people. They 

are likely to reject ideas of others and will only follow their own opinions.  

As guanxi refers to personal relationship networks of informal social bond that 

individuals carry expectations and obligations to facilitate exchange of favours 

among them (De Keijzer, 1992; Davies et al, 1995; Lovett et al, 1999; Ambler et al, 

1999), the relations is based on trust and promises of reciprocity. The above practice 

may imply that entrepreneurs refute the obligation of exchange of favours or attempt 

not to give face or even undermine others. Because they do not attempt to accept or 

appreciate others’ opinions, this can have no benefit or influence on the guanxi 

relationship. In the worst scenario, the guaxi relationship can be ruined.  

In addition to the “face work” dimension, the theatrical ability (Briggs et al., 1980) 

of the self-monitoring yields the insignificant relationship between self-monitoring 

and guanxi. Researchers (Briggs et al., 1980; Lennox, 1988) criticize the 

inappropriateness of the theatrical ability dimension when applying to daily social 

interactions. This again can explain the insignificant relationship between 

self-monitoring and guanxi.    

   



Chapter 5  Discussion and Conclusion 
 

 134 

5.3.2  Hypotheses of extroversion Hypotheses 

In the following subsections, the findings of the extroversion hypotheses relating to 

the number of opportunities recognized and guanxi are discussed in detail. 

 

5.3.2.1  Result of Extroversion related to the Number of Opportunities 

Recognized 

The findings show that extroversion was positively related to the number of 

opportunities recognized. Extroversion was one of the ground-breaking personality 

theories established by Jung (1978), who was regarded as the leading exponent of 

personality theory. He defines extrovert individuals as being energized and enjoyed 

by interacting with different people (Jung, 1978). In other words, an extrovert is 

someone who has many friends and seemed to be socially dominant. Depue and 

Collins (1999) defined extroversion as having two central characteristics, 

interpersonal engagement and impulsivity. Interpersonal engagement implies 

affiliation and agency. For affiliation, it means individuals enjoying and being 

receptive to the company of others. For agency, it means individuals seeking social 

dominance and leadership roles, and being motivated to achieve goals. From their 

perspective, extrovert individuals are more sensitive to reward than punishment than 

others.  
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Depue and Collins (1999) at the same time closely related “positive emotionality” to 

extroversion. The term “positive emotionality” includes general positive feelings 

and motivation of individuals. The relationship between “positive emotionality” and 

extroversion provides supportive evidence to the results of extroversion hypotheses.  

The motivation to pursue goals and being more sensitive to reward than punishment 

(the common features of extroversion and “positive emotionality”) is an inner state 

of enjoying interactions with others, building large networks of friends and being 

socially dominant (extroversion). This desire to pursue goal is exactly in the 

neurobiological system of the extrovert person. In other words, extroversion is 

positively related to the number of opportunities recognized because those extrovert 

entrepreneurs are unconsciously motivated to pursue business opportunities when 

being around with others. Because recognizing business opportunities is an 

important goal or motivation for expanding their own SMEs. 

 

5.3.2.2  Result of Extroversion related to Guanxi 

This study found that extroversion was positively related to guanxi. In other words, 

extroversion is the antecedent of guanxi. According to Jung (1989), extroversion is 

referred to as "attitudes" and it shows how a person orients and receives his energy 

from outside world. With the extrovert attitude, the preferred focus of life is on 
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people and things. Generally, Jung (1989, p.333) concludes that those “extroverts 

live in a way that is directly correlated with the objective conditions and their 

demands”.  

Hwang (1987) defined three different types of guanxi, namely expressive ties, 

instrumental ties and mixed ties. These types of guanxi include people, who are 

relatives, parents, friends, even suppliers and buyers of the business. All these 

relationships appear in the external world and objective condition from an 

extrovert’s point of view. Extrovert entrepreneurs are sociable and being enjoy with 

different people in the outside world. Their “attitude” (Jung ,1989) is prone to have 

positive impact on guanxi relationship.  

 

5.3.3  Hypothesis related to Guanxi and the Number of Opportunities 

Recognized 

The result found that guanxi has no relationship with the number of opportunities 

recognized. Guanxi is although a very common practice in China. Most firms have 

guanxi networks with government agencies due to institutional uncertainties (Peng 

and Heath, 1996). However, it is relatively unacceptable in Hong Kong. This 

phenomenon can be explained by the two different legal systems between the two 

places.  
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In the early 20th century, the Maoist policy in China emphasized the allocative 

decision-making power of the state. The discretionary power of local cadres was 

expanded, which encouraged the formation of personalized relational network that is 

guanxi. Afterwards, guanxi had been widely adopted in the era of economic 

restructuring under Deng Xiaoping’s governance (Nee, 2000; Chan, 1999; Yan, 1996). 

Under his leadership, many value concepts and behaviour codes were reformulated. 

His famous saying “regardless of whether the cat is black or white the main thing is 

whether it can catch mice” was popular and widely accepted, which implied the 

blurring of determining legal and illegal behaviour (Heberer, 2001). During Deng’s 

economic transformation process, people’s decision-making process was generally 

based on the trial-and-error principle or under the control of the state. There was 

always no consistent interpretation or consensus on correct behaviours. 

For guanxi, Chinese define any kind of transaction that is dealt within the 

relationships of the guanxi network as “regular”. On the other hand, transactions made 

outside the given guanxi network is completely “corruption” (Schramn and Taube, 

2002). Although guanxi and legal system coexist, there is a very vague boundary 

between regular transaction and corruption. This phenomenon is generally explained 

by two factors in China, i.e. supra-individual and codified legal system. The two 

factors precisely “establish institutions that create legal certainty in a relational, 
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person-oriented environment” (Schramn and Taube, 2000, p.8). Therefore, the concept 

of “legal” and “corrupt” is subject to relations only (Ding, 2000). The Chinese 

citizens tolerate the delineation of “regular” transaction and “corruption” when using 

guanxi network in business. Because guanxi has rationally rooted in their minds and 

has been greatly recognized as a key determinant and facilitator of business 

development.  

In Hong Kong, the legal system is totally different. After the People's Republic of 

China resumed the exercise of sovereignty over Hong Kong in 1997, the principle of 

“one country two systems” is enshrined in the Basic Law. This means that Hong 

Kong’s previous legal system is still enforced as a foundation of the rule of law of 

Hong Kong Special Administration Region (Department of Justice, the Government 

of HKSAR, 2004). As claimed in Legal System in Hong Kong (2004), “Legality and 

equality before the law are two fundamental facets of the "rule of law", one corollary 

of the principle of legality can be summarized as equality before the law. It is 

fundamental that all persons, regardless of race, rank, politics or religion, are subject 

to the laws of the land…”.  

The rule of law enhances the equality of all Hong Kong citizens, who are not able to 

exercise their rights without understanding the legal system. At the same time, the 

Basic Law of Hong Kong ensures that the legal system in China will not be executed 
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in HKSAR. Based on this understanding, Hong Kong’s legal system is totally 

different from the political, societal rules in China. Because of the huge differences 

between the two systems, guanxi in Hong Kong can be regarded as corruption 

practices.   

The Independence Commission Against Corruption (ICAC) was set up in 1974 in 

Hong Kong “to fight corruption with the effective law enforcement, education and 

prevention to help keep Hong Kong fair, just, stable and prosperous” 

(www.icac.org.hk). According to the ICAC, guanxi behaviour (e.g. gift-giving) can 

be treated as a corruption-prone area-“sweetening process” (i.e. the offering of free 

meals and small gifts”). Though the practice of gift giving behaviour had not been 

raised directly in the questionnaire, respondents were very sensitive to guanxi 

question in business world. Nevertheless, the vertical connection of the guanxi 

relationship - guanxi with the government authorities is simply a means of 

corruption in the ICAC definition. Respondents were less likely to fill in the “real” 

answers as that prohibited them to send to prosecution.  

According to Cohen (1988), power depends on effect size, sample size and alpha 

value. Conventionally, a power of 0.80 is acceptable (Cohen, 1988). A statistical 

power of 0.80 is adopted for this study, the effect size in the previous studies could 

help to determine the sample size required. As there is no existing literature on 
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relationship between guanxi and opportunity recognition, the effect size of Park and 

Luo’s (2001) study is adopted. Their study is similar to this research, which 

examined the relationship between guanxi and sales and profit growth. Both studied 

guanxi as related to firm performance (sales and profit growth and the number of 

opportunities recognized). The effect size of Park and Luo (2001) range from r = 

0.20 to r = 0.29, and the average of these effect size is r = 

0.24[(0.27+0.21+0.29+0.20)/4]. In the sample size table in Cohen (1988. p.101), a 

one-tailed test within alpha level at 0.05 and effect size with r = 0.24, the sample 

size should be approximately 119 to achieve 0.80 statistical power. For this study, 

the sample size is 162 that is far more than the required one.  

Therefore, the author concludes that the respondents’ firm size may account for the 

insignificant relationship between guanxi and the number of opportunities 

recognized. An estimate of the frequency of respondents’ firm size illustrates that 

over 50% of them have only four or less then four people (including the 

entrepreneur, see Table 5.1). Surprisingly, 24.8% and 15.4% of respondents were 

“one man” and “two man” enterprises. These small firms are possibly not in 

operation and they are “registered only” firms, which help facilitate personal and 

family property ownership. Meanwhile, Park and Luo’s (2001) study indicate that 

small firms are less likely to utilize guanxi networks. Those small firms are 
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insignificant in utilizing guanxi relationship with government authorities. On the 

other hand, large firms may need to invest more in guanxi development. This helps 

to offer and exchange favours with different parties that need to be developed 

overtime. Therefore, large firms may use guanxi more extensively, while small firms 

utilize it intensively because of resources limitation and novice in nature. 

 

Table 5. 1 Firm Size of Respondents 

 

 

 

 

 

In fact, the insignificant relationship between guanxi and the number of opportunity 

recognized does not apply to the whole process of opportunity recognition. As the 

process comprises five stages namely preparation, incubation, insight, evaluation 

and elaboration (Hansen et al., 2003). Guanxi should be most likely utilized in 

stages of preparation and evaluation. Preparation is the stage, where entrepreneurs’ 

backgrounds and experience are used in recognizing opportunities. Also, evaluation 

indicates the stage, where entrepreneurs get feedback from others for checking the 

viability of business ideas (Hills et al., 1999). Both stages involve other people 

(relationship) in entrepreneurs’ opportunity recognition process. Still, guanxi can be 

Firm 
Size 

Frequency Percentage 
% 

Cumulative Percent 
% 

1 40 24.8 24.8 

2 25 15.5 40.4 

3 14 8.7 49.1 
4 15 9.3 58.4 
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taken place during the opportunity recognition process.   

 

5.3.4  Hypotheses of Guanxi Mediation   

The main effect between self monitoring and the number of opportunities recognized 

failed (Table 4.3) and self-monitoring was insignificantly related to guanxi (Table 

4.7). Moreover, guanxi was not positively related to the number of opportunities 

recognized after controlling self-monitoing (Table, 4.7). The mediating effects 

between self-monitoring, guanxi and the number of opportunities recognized were 

not supported (Table 4.9) (Baron and Kenny,1986).  

The mediating effect between extroversion, guanxi and the number of opportunities 

recognized also failed (Table 4.10), though extroversion is positively related to the 

number of opportunities recognized (Table 4.4) and guanxi (Table 4.8). But guanxi 

failed to relate to the number of opportunities recognized after controlling 

extroversion (Table 4.10). The statistical testing for the mediating effect failed 

according to Baron and Kenny (1986).  

 

5.3.5  Hypothesis related to Entrepreneurial Self-efficacy 

Findings reported that entrepreneurial self-efficacy was positively related to the 

number of opportunities recognized. This corroborates the past empirical research 
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(Krueger, 1999; Chen, et al., 1998; Chandler and Jensen, 1992; De Noble et al.,1999) 

that entrepreneurs believe their abilities can help to perform the various 

entrepreneurial roles. De Noble et al. (1999) identified that entrepreneurs not only 

believe in their capabilities in establishing their ventures, but they are also sensitive 

to recognize opportunities for incremental changes in products/services or markets. 

They regard the opportunities as a solid foundation for adding value to ventures or 

even starting new ones.  

As proposed by Chen et al., (1998), entrepreneurial self-efficacy is related to the 

likelihood of being an entrepreneur. In the same environment, people with high 

entrepreneurial self-efficacy assess it as full of opportunities, rather the people with 

low entrepreneurial self-efficacy assess it as repletion of risks and costs. 

Nevertheless, those people with high entrepreneurial self-efficacy feel more 

comfortable while they are in a reality consisting of risks, uncertainties or hardship. 

People who are efficacious in performing the entrepreneurial roles such as 

innovating and financial planning are more likely to be situated in the 

entrepreneurial environment. For this research, all the respondents were already 

playing their entrepreneurial roles as entrepreneurs. They should have a certain 

degree of entrepreneurial self-efficacy that differentiates them from other people. 

Recognizing opportunities is one of the tasks in driving their entrepreneurial process 
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(Chandler and Jensen, 1992). 

Besides, the findings showed that the relationship between entrepreneurial 

self-efficacy and the number of opportunities recognized were very significant after 

controlling the control variables, i.e. age and prior experience and so on (Table 4.5). 

This contradicts with the reciprocal causation of self-efficacy and performance 

(Chen et al., 1998). The theory says that people with high self-efficacy are more 

willing to expend their effort in performing tasks which will result in a more 

effective performance. At the same time, the performance accomplishment 

influences the level of self-efficacy. Entrepreneurial self-efficacy is specific to 

self-efficacy and this reciprocal causation theory (Wood and Bandura, 1989) can be 

applied to it. Entrepreneurs gain feedback from last entrepreneurial performance 

accomplishments, then they shape their level of entrepreneurial self-efficacy. 

Entrepreneurs of this study show a positive relationship between entrepreneurial 

self-efficacy and the number of opportunities recognized after controlling age and 

prior experience. This shows that the higher the entrepreneurial self-efficacy, the 

more the opportunities recognized under the Close Economic Partnership 

Arrangement environment regardless of the entrepreneurs’ prior performance. 
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5.3.6  Hypothesis related to Creativity 

In the result section, it was found that creativity was positively related to the number 

of opportunities recognized. This substantiates previous empirical research 

conducted by Hansen et al., (2004) and Hills et al., (1999), which proposed that 

opportunity recognition process is a special case of creativity process (Walls, 1926; 

Csikszentmihalyi, 1996). In addition, the findings of this study also demonstrate that 

creativity plays an important role in the stage of elaboration of the opportunity 

recognition process.  

Scholars of entrepreneurship always describe opportunity recognition and 

entrepreneurship as a creative process (Ardichvili et al., 2003; De Bono, 1978; 

Gaglio and Taub, 1992; Long and McMullan, 1984; Schumpeter, 1950; Sigrist, 

2000). Therefore, this study adopts the result of Lumpkin et al. (2003) and Hansen et 

al.’s (2004) study that opportunity recognition can be divided into five stages as a 

creative process. These five stages are preparation, incubation, insights, evaluation 

and elaboration. Specially, creativity has the greatest impact on the incubation and 

elaboration stages (Hansen et al., 2004). This study shows that creativity has the 

greatest impact on the stage of elaboration, which is positively related to the number 

of opportunities recognized.  

Kao (1989, p.17) described elaboration as “capturing value from the creative act”. It 
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implies that when small problems become impeding, then, entrepreneurs give 

feedback details to the prior stages, which will result in better performance. Only 

skillful entrepreneurs can engage in this process in planning less-risky activities 

(Hansen et al., 2004). This is consistent with the results of this study which has over 

70 percent of the respondents having at least 11 years or more of prior experience. 

They are skillful enough to process details to prior stages of the opportunity 

recognition process and perform well in business. Nevertheless, items in the 

elaboration stage (see Appendix I) indicate that entrepreneurs organize comments, 

suggestions or ideas from clients/customers, which in turn developed into viable 

business opportunities. Because entrepreneurs have already processed these opinions 

into solutions for their businesses. These solutions are indeed the opportunities for 

their enterprises.   

 

5.3.7  The Predictive Power of Self-monitoring, extroversion, entrepreneurial 

self-efficacy and Creativity on the Number of Opportunities Recognized 

In section 4.4.9, it showed the predictive power of each trait variable (extroversion, 

entrepreneurial self-efficacy and creativity) that influences the number of 

opportunities recognized. In particular, entrepreneurial self-efficacy has the greatest 

impact on the number of opportunities recognized when all trait variables were put 
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to a single hierarchical regression model. In section 5.3.5, it also discussed the 

significance power of entrepreneurial self-efficacy on the number of opportunities 

recognized when there is no influence of age and prior experience. This can be 

explained by the CEPA engagement which brings numerous opportunities to SMEs 

(www.smes.gcn.gov.hk). The result at the same time indicates that if entrepreneurs 

have an incremental confidence in performing entrepreneurial tasks, they will boost 

up their venture performance. The fact indeed encourages Hong Kongers to expend 

their own attribute to innovate more entrepreneurial activities (Global 

Entrepreneurship Monitor - Hong Kong and Shenzhen, 2003) that increases Hong 

Kong’s competitiveness in the world. 

Both entrepreneurial self-efficacy and creativity is positively related to the number 

of opportunities recognized after controlling the set of control variables, 

self-monitoring and extroversion. This implies that impression management and 

daily interpersonal contacts may not have direct impact on them. It is also proved in 

the construct validity section in Chapter 3. In addition, table 4.11 showed that 

extroversion and creativity have similar significance power on the number of 

opportunities recognized in the proposed framework. They have been indeed 

highlighted by other scholars (Lee and Tsang, 2001; Schumpeter, 1934) that they are 

essentials in expediting business.  
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5.4  Theoretical and Practical Implications 

The findings suggest that extroversion, entrepreneurial self-efficacy and creativity 

are personalities for recognizing business opportunities. In particular, extroversion 

plays the role of antecedent of guanxi, which is a very important determinant of 

conducting businesses in Chinese context. The opportunity recognition framework 

in this study identifies whether opportunities can be recognized through 

entrepreneurs’ personal attributes (self-monitoring, extroversion, entrepreneurial 

self-efficacy and creativity). Both entrepreneurial self-efficacy and creativity have 

been researched by scholars (Bandura, 1997; Gist, 1987; De Noble et al., 1999; 

Hansen et al.,2004, Lumpkin et al., 2003). This study nevertheless sheds light on 

self-monitoring and extroversion in the Chinese context.  

At the same time, the proposed opportunity recognition framework in Hong Kong 

SMEs context provides insights to the cognitive components of the opportunity 

recognition process (Gaglio and Taub, 1992; Christen et al., 1994). The researchers 

suggested that the confluence of factors including the uncontrolled (cultural, 

economic and personality etc.) and the controlled (alertness and lifestyle etc.) affects 

an entrepreneur to recognize opportunities. In particular, personality is in the 

“pre-recognition stew” (Gaglio and Taub, 1992, p. 137), which is the starting point 

of the opportunity recognition process. The findings note that the three personalities 
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- extroversion, entrepreneurial self-efficacy and creativity are the useful starting 

points of a way of organizing or filtering information in the “pre-recognition stew”, 

thus, recognizing opportunities. Long and McMullan (1984) suggested that a 

significant preparation is required prior to opportunity recognition. This preparation 

is simply “personalized”, as a result, others are unable to see the opportunities. 

Again, extroversion, entrepreneurial self-efficacy and creativity are “personalized” 

to a group of entrepreneurs, who can see opportunities for their ventures that others 

do not.  

Furthermore, the results found that self-monitoring was not positively related to the 

number of opportunities recognized or guanxi. However, it has yielded insightful 

suggestion to existing self-monitoring construct. The Chinese concept - “face work”, 

which predominantly affects Chinese behavior at social, political and organizational 

levels (Jacob and Bruce, 1982; Redding and Ng, 1983; Kirkbride et al., 1990, Lam 

and Wong, 1995), has been validated in the self-monitoring construct in this study. 

This dimension is recommended for the construct in the Chinese context which 

differs from the criticism from other scholars (Briggs et al., 1980; Lennox and Wolfe, 

1984; Lennox, 1988; Gabrenya and Arkin, 1980; Lippa, 1979). The practice of “face 

work” is strategic in terms of Chinese social interaction (Leung and Chan, 2003). Its 

inherent characteristics are embedded in the self-monitoring construct in Chinese 
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Context. 

As mentioned in the previous chapters, guanxi is tacitly embedded in Chinese 

context and it cannot be neglected especially in business world. It has underpinned 

the importance of business network, and encouraged the bonding process and 

refined its structure within networks (Buttery and Wong, 1999). Extroversion, the 

popular personality of social interaction, can play a dominant role in achieving the 

guanxi task. It cultivates the depth and breadth of guanxi relationship, at the same 

time, gathering information and recognizing opportunities from external forces and 

reactions (Jung, 1989). The confirmation of the relationship between extroversion 

and guanxi and extroversion and the number of opportunities recognized contribute 

to the field of psychology and entrepreneurship. Though, extroversion was regarded 

as somewhat immature personality by Jung (1989), but it contributes to human 

society.   

In a practical sense, entrepreneurs can benefit from the findings in this study. To 

recognize more opportunities, entrepreneurs should utilize their own assets that are 

extroversion, entrepreneurial self-efficacy and creativity. Nevertheless, an 

entrepreneur who does not carry these personalities can encourage himself/herself to 

be open to different people; to be more confident of their abilities in performing 

entrepreneurial tasks and to collect opinions from clients/customers.  
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Foreign venture capitalists, investors and negotiators can also benefit from the 

results. When staring businesses or negotiations in Chinese context, face-work and 

guanxi should be considered carefully. These two cultural factors determine 

behaviours of entrepreneurs and their business conduct. Foreign venture capitalists, 

investors and negotiator can plot their positioning through face work and guanxi to 

seek speedy business procedure, like approval of business projects and 

establishment of market channels (Leung et al., 2003). Also, funding to 

entrepreneurs with extroversion, entrepreneurial self-efficacy and creativity is “more 

likely to lead to the extremely profitable performance that investors desire” (Ko, 

2004, p.138). 

Although this study centralized in personalities of entrepreneurs and their impact on 

the number of opportunities recognized of their enterprises, its usefulness is equally 

generalized on all levels. This is because individuals can modify and shape their 

“ego” (Jung, 1989) for positive events. It does not mean to persuade individuals to 

mask their inner-self. On the other hand, it encourages individual to be 

multi-functional in the competitive business world. Firms can offer psychological 

courses, which provide training on related issues. Employees will finally contribute 

to firms with the information acquired.   
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5.5  Limitations and Future Research 

This study is based on the use of self-report measure. Common method bias may 

exist, which overestimates the relationships between constructs. Ko (2004, p.139) 

concluded from scholars (Avolio, Yammarino and Bass, 1991; Campbell and Fiske, 

1959; Podsakoff and Organ, 1986; Podsakoff, MacKenzie, Lee and Podsakoff, 2003) 

that common method variance is defined as “the overlap in variance between two 

variables which attribute to the type of measurement instrument used rather than due 

to a relationship between the underlying constructs”. This implies that a common 

method variance is included in the relationship between independent variables 

(self-monitoring, extroversion, entrepreneurial self-efficacy and creativity), mediator 

(guanxi) and dependent variable (the number of opportunities recognized). As all 

items in the questionnaire were answered by the entrepreneur himself/herself, the 

answer of any one item may affect the answers of others.  

To address this issue, Harmon’s (1960) single factor test was employed. All 

variables were put to an exploratory factor analysis with an unrotated factor solution. 

The number of factors accounted for the variance in the variables was examined. 

The result showed that there was no single factor emerged, though most of the items 

were factorized based on one factor. To analyze entrepreneurs’ personalities, a key 

informant - the entrepreneur, is the most appropriate respondent for gathering related 
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data. He/she can tell directly his/her personal attributes. This is the most effective 

and efficient way to reveal the constructs in this research. However, entrepreneurs 

may not able to describe their real “ego” (Jung, 1989) as to mask themselves in the 

competitive business world.  “Face” is important in Chinese context, therefore 

entrepreneurs may not provide the real data for the sake of their own benefits. As all 

independent variables are the trait constructs in human psychology, it is 

unsurprisingly that most of the traits items loaded on one factor.  

Secondly, the opportunity recognition framework was estimated on cross-sectional 

data in this study. Longitudinal research and field experiments can be employed to 

supplement the flaws from the cross-sectional one. As entrepreneurs are not willing 

to provide their real “ego” for “face” or privacy, in-depth interview can be used to 

detail their real picture. Nevertheless, longitudinal research enables researchers to 

study the modification of personality from time to time, and any other factor that has 

not been expected. This is important to study opportunity recognition as it can 

investigate the whole picture of the characteristics of entrepreneurs and how their 

background influence the process(Gaglio and Taub, 1992; Long and McMullan, 

1984).  

The third limitation is concern with the generalizability of results. In this study, the 

sample consisted of SMEs’ entrepreneurs only, regardless of their business nature. 
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Self-monitoring, extroversion, entrepreneurial self-efficacy, creativity and guanxi 

relationship might vary with the size of firms and types of industries. Guanxi, as 

demonstrated in the findings, was not positively related to the number of 

opportunities recognized. This does not apply to large scale firms and specific 

industries. For instance, a sizable enterprise with many establishments in the 

mainland China requires the guanxi dynamic in business negotiation (Luo, 1997), 

thus recognizing opportunities.  

The findings of this research highlight several new research agendas. 

Self-monitoring construct should be further researched. Previous research (Briggs et 

al., 1980; Lennox, 1988) criticized that the three distinct factors (Acting, 

Extroversion and Other-directedness) embedded in the construct cannot consistently 

measure self-monitoring. High self-monitor A is highly scored by extroversion, 

while high self-monitor B is highly scored by other-directedness. The author 

suggests that further research should be made to synthesize the self-monitoring 

construct. Also, all the previous self-monitoring research was sampled by university 

and college students. It is suggested to study the construct in other context, like 

entrepreneurs, which gives a different perspective of self-monitoring in reality.  

For this study, it was found that the Chinese cultural factor “face work” is embedded 

in the self-monitoring construct because the construct itself was developed from 
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Goffman (1955), who was the exponent in the field of “face”. The author believes 

that the study of self-monitoring in Chinese context not only yields contribution to 

the construct, but also the field of psychology. According to Li (1997), the China 

contemporary momentums include Confucianism and Maoist totalitarianism 

resulting in suppression of individuality, which is conducive to the belief of external 

forces and high self-monitoring tendency. Therefore, studying self-monitoring in 

Chinese context especially in China, will provide insightful and interesting 

implications to the field of psychology.  

In addition, further research can be done on the end variable of the proposed 

opportunity recognition framework. The dependent variable - the number of 

opportunities recognized quantifies the possibilities of being successful 

entrepreneurs (Timmons, 1990) and operating high profit potential enterprises. 

Future research can link this dependent variable to the performance of the firms. 

Stevenson (1983) holds that opportunity-based management can help firms and 

society’s value creation. Meanwhile, different types of opportunities can contribute 

to unexpected benefits, for instance, technological opportunities can lead to 

international diversification (Tihanyi et al., 2003). Further study of the number of 

opportunities and other variables (e.g. venture performance, market orientation and 

so on) might generate critical contribution to existing entrepreneurship literature.  
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5.6  Contributions  

At first, his study directly contributes to the entrepreneurship development as 

entrepreneurship involves the ability and desire to pursue opportunities (Stevenson 

and Jarrillo-Mossi, 1986). It enriches the definition of entrepreneurship (Hills et al., 

1995). Extroversion, entrepreneurial self-efficacy and creativity in the study may in 

fact emerge from the revised model of Bird’s (1988) contexts of entrepreneurial 

intentionality proposed by Boyd and Vozikis (1994). Personalities of entrepreneurs 

affect their personal historical development, which influence their prepared reaction 

to environments as they experienced in the past (Ryan, 1970). This affects the 

thought process of being entrepreneurs. Perceptions of establishing ventures 

influence self-efficacy, then, it will moderate the relationship between the 

development of entrepreneurial intentions and the likelihood that the intentions will 

result in entrepreneurial actions. Entrepreneurs of this study have already had their 

entrepreneurial intentionality and taken action as the entrepreneur, thus, recognizing 

opportunities for ventures. This study indicates that the proposed opportunity 

recognition framework in Hong Kong SMEs context does not only generate insights 

to one facet of entrepreneurship (opportunity recognition). It contributes to the 

extent that extroversion, entrepreneurial self-efficacy and creativity help individuals 

shape or re-emphasize entrepreneurial intentionality. In other words, the three 
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personalities reconfirm their usefulness in differentiating entrepreneurs and 

non-entrepreneurs (Ibrahim and Goodwin, 1986; Van de Ven et al., 1984; Chen et al., 

1998; Schumpeter, 1934).  

In addition, this research contributes to the entrepreneurship literature by addressing 

extrovert entrepreneurs are able to build up guanxi relationship in Chinese context 

and they can also recognize opportunities. The research focuses on entrepreneurs’ 

personal attributes (self-monitoring, extroversion, entrepreneurial self-efficacy and 

creativity) and demonstrates their impact on recognizing opportunities. Guanxi, a 

prominent variable of impacting on market expansion and sales growth of firms in 

Chinese context (Kao, 1993), is also included in this study. 

Early studies (Lumpkin and Dess, 1996; Ahmed, 1985; Begley and Boyd, 1987; 

Miner et al., 1989; Lumpkin and Erdogan, 1999) evaluate the extent of personal 

attributes leading to entrepreneurial actions. An unexplored area-extroversion has 

been proved to be related to the number of opportunities recognized. Thus, it plays 

the role of antecedent of guanxi relationship. This is a critical theoretical 

contribution because entrepreneurs can recognize and utilize their personal qualities, 

which help them expedite the development of their ventures. Those who are not 

truly extrovert can learn from others. Nevertheless, guanxi is the key component in 

managerial and business success (Tsui, 1997; Buttery and Wong, 1999), a 
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confirmation of antecedent helps entrepreneurs and people in managerial positions 

improve their extrovert image to other Chinese partners and subsequently help them 

accomplish business goals. Yet, no empirical study has focused on personal 

characteristics in anteceding guanxi relationship.    

The study found that self-monitoring is multi-dimensional as proposed by scholars 

(Lippa, 1979; Briggs et., 1980; Gabrena and Arkin, 1980, Lennox, 1979; Lennox 

and Wolfe, 1984; Li and Zhang, 1998). In this study, two dimensions were factorised, 

they are “face work” and “acting ability”. The later one is proposed by Briggs et al., 

(1980), while the former one explores the cultural value of “face” in Chinese context. 

The uneven distribution of power in Chinese society (Buttery and Leung, 1998) 

induces individuals to be situated differently in the social hierarchy. If an individual 

has more “face” (this has already implied his/her important position in the hierarchy), 

he/she will have more respect and power and consequently, can attain a higher level 

of achievement in the hierarchy. So, “face work” is an important social technique to 

protect one’s face and the face of others in Chinese human interactions among 

Chinese people (King, 1993). The new dimension of self-monitoring construct 

yields significant theoretical contribution to both personality construct and the 

Chinese culture. 
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5.7  Conclusion   

This dissertation has made significant contributions to entrepreneurship, personality 

and Chinese culture literature. The findings have shown the importance of 

extroversion, entrepreneurial self-efficacy and creativity in recognizing 

opportunities. In addition, extrovert entrepreneurs can employ their attribute to build 

up guanxi relationship in the Chinese context, which will ultimately facilitate 

business negotiation. Given the current opportunistic economy - CEPA, 

entrepreneurs’ advantageous attributes should not be neglected. These attributes 

should be fully utilized in recognizing business opportunities which will certainly 

contribute to the prosperity of Hong Kong as a business hub in the Asia.     
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Appendix I 

 

Entrepreneurial Opportunity Recognition Survey 
香港中小企業機會識別問卷調查 

NOTE: If there is any discrepancy between the English and Chinese translations below, please follow the English 
version. This questionnaire is used for academic purpose only. We would like to reassure you of confidentiality. All 
data will be aggregated and reported in summary form only. 
 
注意:  如中英文版有任何異議,  請以英文版為準. 這問卷調查只作學術用途,我們保證問卷所收集的資料絕對保密. 所有資料將

會以匯集形式作總結. 

 
 
 
 
 
 
 
 
 

Part A 
 
 
第一部份 

Please answer the following question. 
請回答以下的問題. 
A’   Do you have any business in China (including any kind of business 

negotiation)?                                                                                        Yes/ No    
 
A’  請問貴公司在中國大陸有沒有生意或業務 (包括任何的生意上的洽談)? 有/ 沒有 
                                

Please circle the best number describing your views of the 
following situations  
請選出最適合的答案來形容你對以下情況的看法 

Strongly 
Disagree 

非常 
不同意 

Disagree
不同意 

Neutral 
中立 

Agree
同意 

Strongly 
Agree 

非常同意 

(1) You and your firm have utilized many guanxi 
connections with family or relatives 
你和貴公司跟你的親屬有很多生意關係和交往 

1 2 3 4 5 

(2) You and your firm have utilized many guanxi 
connections with closed friends 
你和貴公司跟你的好友有很多生意關係和交往 

1 2 3 4 5 

(3) You and your firm have utilized many guanxi 
connections with outsiders (i.e. buyers, suppliers or 
competitors) 
你和貴公司跟你的業務伙伴(如: 買家,供應商或競爭

對手) 有很多生意關係和交往  

1 2 3 4 5 

(4) You and your firm have utilized many guanxi 
connections with authorities of political government
你和貴公司跟政府掌權政治的官員有很多生意關係

和交往 

1 2 3 4 5 

(5) You and your firm have utilized many guanxi 
connections with industrial authorities 
你和貴公司跟工業界的掌權者有很多生意關係和交

往 

1 2 3 4 5 

(6)  You and your firm have utilized many guanxi 
connections with other government authorities, 
such as taxation bureaus, banks, industrial and 
commercial administrative bureaus and the like 
你和貴公司跟其他政府高官,如稅局主管,商業行政部

掌權官員有很多生意關係和交往 

1 2 3 4 5 

 

This survey aims at asking questions on Hong Kong SMEs entrepreneurs’ guanxi connections in their China businesses and  their 
personal traits, which affecting their opportunity recognition behaviour  Please answer the following tasks (guanxi, personalities 
and opportunity recognition) in your real situation. 
 
這問卷調查主要針對範圍為香港中小企業家在中國生意上的關係交往和他們的個人特性。因這兩個因素可 影響企業家

的機會識別行為。 請以你真實的情況回答以下關於關係,個人特性和機會識別的問題。 
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Part B 
第二部份 

Self-monitoring 
自我監督 

Please circle the best number for the following statements 
請回答以下項目(由非常不同意 1 至非常同意 5) 

Strongly 
Disagree 

非常 
不同意 

Disagree 
不同意 

Neutral 
中立 

 
Agree
同意 

 

Strongly 
Agree  

非常同意

 
(1) I find it hard to imitate the behaviour of other people 

我發現模仿他人的行為很難 1 2 3 4 5 

(2) At parties and social gatherings, I do not attempt to do or say things 
that others will like 
在宴會或社交場合,我並不會嘗試去做或說一些別人會喜歡的事或話 

1 2 3 4 5 

(3) I can only argue for ideas which I already believe 
我只能與別人談論我已經認同的理念 1 2 3 4 5 

(4) I can make impromptu speeches even on topics about which I have 
almost no information 
在我幾乎沒有事先通知下,我仍可以即席演講 

1 2 3 4 5 

(5) I guess I put on a show to impress or entertain others 
我猜我能裝模作樣去吸引或娛樂他人 1 2 3 4 5 

(6) I would probably make a good actor 
我會是一個好演員 1 2 3 4 5 

(7) In a group of people I am rarely the center of attention 
在一個群體中，我很少能夠成為萬眾矚目的焦點 1 2 3 4 5 

(8) In different situations and with different people. I often act like very 
different persons 
面對不同的場合或不同的人，我的行為往往會判若兩人 

1 2 3 4 5 

(9) I am not particularly good at making other people like me 
我不是特別擅長去討別人喜歡 1 2 3 4 5 

(10) I’m not always the person I appear to be 
我不像平時表現出來的我 1 2 3 4 5 

(11) I would not change my opinions (or the way I do things) in order to 
please someone or win their favour 
我不會為了討人歡心而改變我對事情的看法（或做事的方式） 

1 2 3 4 5 

(12) I have considered being an entertainer 
我曾考慮過當藝人 1 2 3 4 5 

(13) I have never been good at games like charades or improvisational 
acting 
我從不擅長玩一些類似“有口難言”或即興表演的遊戲 

1 2 3 4 5 

(14) I have trouble changing my behaviour to suit different people and 
different situations 
我對需要改變自己的行為去迎合他人和場合感到困難 

1 2 3 4 5 

(15) At a party I let others keep the jokes and stories going 
在宴會中，我不會打斷別人開的玩笑及編的故事 1 2 3 4 5 

(16) I feel a bit awkward in public and do not show up quite as well as I 
should 
面對群眾時，我會感到有點不自在，致使我沒法表現出我應有的水平

1 2 3 4 5 

(17) I can look anyone in the eye and tell a lie with a straight face (if for a 
right end) 
若然有一個理直氣壯的原因，我可以若無其事地看著別人的眼睛撒謊

1 2 3 4 5 

(18) I may deceive people by being friendly when I really dislike them 
就算對著我不喜歡的人，我也可以對他們裝出一個友善的模樣 1 2 3 4 5 
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Part C 
第三部份 

Extroversion: “Are you an extrovert person?” 
外向性: “你是一個外向的人嗎?” 

Please circle the best number for the following statements 
請回答以下項目(由非常不同意 1 至非常同意 5) 

Strongly 
Disagree 

非常 
不同意 

Disagree 
不同意 

Neutral 
中立 

 
Agree
同意 

 

Strongly 
Agree  

非常同意

 
(1) I am a talkative person 

我是一個喜歡說話的人 1 2 3 4 5 

(2) I am rather lively 
我相當活潑 1 2 3 4 5 

(3) I enjoy meeting new people 
我享受認識新朋友 1 2 3 4 5 

(4) I usually let myself go and enjoy myself at a lively party 
我通常讓自己去及享受歡樂的派對 1 2 3 4 5 

(5) I usually take the initiative in making new friends 
我通常會主動地去結識新朋友 1 2 3 4 5 

(6) I can easily get some life into a rather dull party 
就算在一個相當乏味的派對中，我也可以生龍活虎 1 2 3 4 5 

(7) I tend to keep in the background on social occasions 
我在社交場合往往會保持低調 1 2 3 4 5 

(8) I like mixing with people 
我喜歡與人交往 1 2 3 4 5 

(9) I like plenty of bustle and excitement around me 
我喜歡喧鬧和刺激 1 2 3 4 5 

(10) I am mostly quiet when I am with other people 
和其他人一起的時候, 我大部份時間都是沉默的 1 2 3 4 5 

(11) Other people think of me as being very lively 
其他人也覺得我是充滿活力的 1 2 3 4 5 

(12) I can get a party going 
我能帶動群眾 1 2 3 4 5 

 
 

Part D 
 
第四部份 

Self-efficacy: “How capable do you believe you are in performing the 
following tasks?” 
自我效能: “你能執行以下的工作嗎?” 

Developing new product and market opportunities 
發展新產品及發掘新的市場機會 
Rating the following statements on a 5-point scale ranging from Strongly 
agree to Strongly disagree.  
請回答以下項目(由非常不同意 1 至非常同意 5) 

Strongly 
Disagree 

非常 
不同意 

Disagree 
不同意 

Neutral 
中立 

 
Agree
同意 

 

Strongly 
Agree  

非常同意

 

(1) I can see new market opportunities for new products and services
我能夠看到新產品及服務的商機 1 2 3 4 5 

(2) I can discover new ways to improve existing products 
我能夠發現可改善現有產品的新方法 1 2 3 4 5 

(3) I can identify new areas for potential growth 
我能夠辨認有潛力發展的新地方 1 2 3 4 5 

(4) I can design products that solve current problems 
我能夠設計可解決當前問題的新產品 1 2 3 4 5 

(5) I can create products that fulfill customers’ unmet needs 
我能夠創造產品去迎合客戶未滿足的需求 1 2 3 4 5 

(6) I can bring product concepts to market in a timely manner 
我能夠適時地把產品概念引入市場 1 2 3 4 5 

(7) I can determine what the business will look like 
我能夠決定自家企業未來的模樣 1 2 3 4  

5 
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Part E 
第五部份 

Creativity:  
創造力: “你是一個有創作力的人嗎” 

Rating the following statements on a 5-point scale 
ranging from Strongly agree to Strongly disagree  
請回答以下項目(由非常不同意 1 至非常同意 5) 

Strongly 
Disagree 

非常 
不同意 

Disagree 
不同意 

Neutral 
中立 

 
Agree 
同意 

 

Strongly 
Agree  

非常同意

 
(1) I enjoy just thinking about and/or looking 

for new business opportunities 
我享受思考和/或找尋新的企業機會 

1 2 3 4 5 

(2) I set aside a few minutes each day or week
to be creative 
每星期或每日我會預留數分鐘發揮創意 

1 2 3 4 5 

(3) I often think of new business ideas when I
am totally relaxed, doing something  
unrelated to business 
當我完全放鬆或正進行一些跟企業無關的

事情時，我腦海中便經常浮現一些商業上

的新點子 

1 2 3 4 5 

(4) I listen extremely well to what customers  
say they want and don’t want as a way of 
identifying opportunities 
我認為清楚聆聽客人的需要或不需要，是

辨認商機的其中一個法門 

1 2 3 4 5 

(5) The most important thing is to believe in 
the idea 
最重要的事就是相信一個理念 

1 2 3 4 5 

(6) Upon entering the market with a new  
venture, I made major changes based on 
customer feedback 
當我的新公司進入市場後，我會根據客人

的回應而作出重要的改變 

1 2 3 4 5 

(7) Being creative is very important to  
identifying business opportunities 
創意對辦認商機來說是非常重要的 

1 2 3 4 5 

(8) I am a very creative person 
我是一個非常有創意的人 1 2 3 4 5 
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Part F 
第六部份 

Number of Opportunity Recognition  
機會識別的數目 

 
(1) How many new, major business opportunities have you pursued (invested time and money) in the last 2 years? 
在過去的兩年，你找到了多少個既新又重大的商機（曾經涉及金錢及時間上的投資）?                               

______________
 
(2) How many of these new business opportunities can be said to be success? 
有多少個（第一題所提及的）新商機算得上是成功的？                                                                               

______________

(3)How many of these new business opportunities were unrelated to the existing business at that time? 
有多少個（第一題所提及的）新商機是跟你當時從事的業務完全沒有關連？                                               

______________
 
(4) How many ideas, if any, have you had that could have become a new business (or a significant part of a business) in 
the past year? 
過去一年，有多少個概念（如有的話）最終能夠成為一門新的生意（或成為了企業重要的一部份）?         

______________
 

 
Part G 
第七部份 

General information about yourself 
個人資料 

Please circle the appropriate answers for the items below. 
請為以下的問題圈出適當的答案。 

 1) Age 年齡 4) Education 教育程度 

     
 Under 25 25 以下 No formal education  沒有受過正統教育 

 25-35 25-35 Primary School  小學 

 36-45 36-45 Secondary School  初中 

 46-55 46-55 Matriculation/Pre-university  高中  
 Over 55 55 以上 University                   大學 

   Post-graduate School  研究生 

2) Gender M/F Others, please specify  其他,請註明 

 性別 男/女 ____________ ____________ 
     

3) Prior Experience (Years) 5) What is the nature of your business? 
 過往經驗 (年) 請問貴公司是什麼性質的行業? 

    
 0-5 Retail          零售的 Manufacturing     製造業的 
 6-10 Service        服務性的  Wholesale          批發的  
 11-15   
 16-20 Others  其他 : ____________ 
 >20  

6) In Hong Kong, how many employees does your company have? 

 請問貴公司在香港僱用了多少員工? 

 _________________________  
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Thank you for your time to complete this questionnaire.  

多謝您完成這份問卷。 
 

Please return the questionnaire by mail using the pre-paid envelope to: 
 Miss Phyllis Tong, Department of Management and Marketing, 

The Hong Kong Polytechnic University, Hung Hom, Kowloon, Hong Kong. 
 

請用隨函付上之回郵信封將這份問卷寄回至: 香港 九龍 紅磡 香港理工大學  
管理及市場學系 Miss Phyllis Tong 

 

 
Wait! Do you want to receive a survey report? 

等等！你想得到一份研究報告嗎？ 
To benefit from this survey, please provide the following information below in order to receive a free report: 

請提供以下資料，以便我們為閣下送上一份免費的研究報告： 
 

Company Name 公司名稱:                       

Contact person 聯絡人:           

Phone number 電話號碼:                          Fax number 傳真: _______________                          

E-mail address 電郵地址:                                        
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