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Entrepreneur Confidence and Pay-Performance Sensitivity:
Facilitating or Inhibiting?
Chen Xiaoshan Liu Hongduo

Abstract: The inhibiting effect of the manager's irrational characteristic of overconfidence on corporate
governance has gained scholars' attention, while little literature pays attention to the relationship between
private entrepreneurs’ personal confidence and their pay- performance sensitivity. Based on the theoretical
framework of Aggarwal and Samwick(2006), choosing to depict the psychological characteristics of entrepre
neur confidence through the self-evaluation score of the entrepreneur's economic, social and political status
according to a survey conducted among private enterprises throughout China, this paper establishes an econo
metric model of continuous interaction. The results show that the entrepreneur confidence will significantly
improve the entrepreneurst_pay- performance sensitivity and the improvement is more striking in sub-sam
ples with moderate confidence and high pay, whereas over-confidence and under-confidence are not signifi
cantly related to pay- performance sensitivity.

Keywords: entrepreneur confidence; pay- performance sensitivity; private enterprises; firm perfor

mance; survey data
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