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ABSTRACT

Startups play a critical tole in economic growth and innovation; however, despite unprecedented access to
capital, technology, and favourable entrepreneurial ecosystems, startup failure rates remain alarmingly high
(90% of startups fail). CB Insights (2024) analysis of 110 failed enterprises reveals that poor founder decisions
are at the heart of startup failure, but there is little evidence as to how successful founders cognitively
construct opportunities and make decisions under uncertainty across different stages of startup. To address this
gap, this study explores the processes of making decisions by successful startup founders, especially in the
opportunity discovery and execution phase.

Rooted in Prospect Theory and Dual-Process Theory, this study uses a sequential exploratory mixed-methods
design. The qualitative part consisted of in-depth interviews with 20 startup founders whose ventures were
either funded or had made profits for a minimum of two consecutive years. This enabled theory driven
exploration of the decision-making process along the opportunity discovery and execution phases. The
qualitative phase contributed to hypotheses and instrument design. A quantitative phase survey was
administered to 350 startup founders from a population of 3,436 eligible ventures. The collected data were
analysed using Partial Least Squares Structural Equation Modelling,

In the opportunity discovery stage, qualitative findings revealed that opportunity framing, mind type, area of
expertise, and risk appetite of the founders influenced venture domain selection. Founders who framed
opportunity in loss-related terms, had an infuitive cognitive orientational approach, had area of expertise in
finance or management, and demonstrated higher risk tolerance were more likely to undertake ventures in
domains with no prior experience. The quantitative results validated that mind type and risk appetite mediate
the relationships between opportunity framing and venture domain selection, whereas areas of expertise had
no statistically significant direct effects.

In the execution stage, qualitative findings revealed that decision styles differed as a function of decision type
and founder aftributes. Quantitative analyses revealed that decision type is the dominant determinant of
decision style. Risk appetite was identified as a consistent and positive predictor of Systeml (infuitive)
decision-making in both strategic and operational contexts, However, mind type and domain experience
influenced decision style only in strategic decisions. Decision style was not statistically significantly
associated with area of expertise. Notably, founders who engaged Systeml reasoning in making strategic
decisions performed significantly better on strategic decision success compared to founders who relied on
System?2 (analytical) processing. In the context of operational decisions, Decision style did not significantly
predict decision success, indicating that outcomes are affected by factors beyond cognitive orientation.

By integrating cognitive traits, opportunity framing, and decision styles across venture stages, this study
provides a theory-based decision-making framework that advances scholarly interest in entrepreneurial
cognition and suggests implications for founders, investors and policy makers seeking strategies to increase
startup success.
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