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Self-determination theory (SDT) proposes that entrepreneurs enjoy certain psychological
benefits from starting and running a new business. These benefits include, for example, higher
levels of job and life satisfaction due to satisfying needs for autonomy, competence, and
relatedness. However, in contrast to the benefits, entrepreneurs may also experience high stress
and longer working hours, while also fearing lower income. In this study, we examine how
autonomy mediates the relationship between entrepreneurship and personal well-being.
Self-determination theory—the idea that
human beings are inclined toward selfimprovement and are constantly striving
for personal growth1—assumes that
people are oriented towards well-being;
i.e. they are inclined to fulfill their
psychological needs. One’s external
environment (work environment) has a
significant impact on one’s well-being.2
SDT asserts that there are three
universal human psychological needs
with which we are born—autonomy,
competence, and relatedness. Psychologists have defined well-being as happiness or the presence
of good feelings.3 Others have suggested that well-being also includes life-satisfaction—the
subjective evaluation of how one’s life is going.4 SDT holds that happiness and life-satisfaction
are present when a person is psychologically healthy, but they are not the full measure of wellbeing since they naturally occur when one’s basic psychological needs are met.5 Thus, SDT
postulates that any measure of well-being must also include subjective vitality. This is a measure
of one’s ability to do the things one wants to do, i.e. to write one’s story as one wants it to be
written.2 Together, happiness, life-satisfaction, and subjective vitality constitute well-being. SDT
suggests that meeting the three basic psychological needs leads to greater levels of each of the
three components of well-being. When individuals engage in self-organizing and self-motivating
behaviors, those psychological needs are fulfilled.
Entrepreneurial Tasks are the Best Environment
A work environment that is conducive to psychological health would regularly allow individuals
to organize their self-motivated behaviors. Of the three basic psychological needs, autonomy is
uniquely expressed through the organization of self-motivated behaviors.6 Therefore, autonomy
serves as a path to fulfilling competence and relatedness. The work tasks that offer the greatest
amount of autonomy are entrepreneurial tasks. The term “entrepreneurship” often evokes the
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idea of self-employment. However, self-employment is a subset of entrepreneurship as an
increasing portion of entrepreneurial activities (the starting up of new ventures, etc.) are
performed by individuals employed by medium-sized and large corporations. Moreover, some
self-employed individuals spend most of their time on managerial tasks instead of
entrepreneurial tasks. Our study focused on a nuanced understanding of entrepreneurial tasks, as
those tasks that inherently require individuals to organize and work for their own goals.
Compared with traditional wage-employment, entrepreneurial task engagement supports and
stimulates psychological need-satisfying experiences. Entrepreneurship catalyzes the selforganization of one’s own approach to work-related goals (autonomy), stimulates personal
growth (competence), and supports the formation of authentic relationships (relatedness). Since
the three basic psychological needs are fulfilled by entrepreneurial task engagement, happiness,
life-satisfaction, and subjective vitality are all positively impacted, leading to well-being.
We sampled 1,837 individuals, of whom 1,586 were non-entrepreneurial (i.e. traditional wageemployed) workers and 251 were actively engaged (i.e. involved in a start-up or owned a
business 42 months or less) in entrepreneurial activities. We collected survey data from every
individual in the sample and took subjective measures of the three psychological needs and the
three components of well-being. Engagement in entrepreneurship was systematically associated
with higher levels of well-being compared with engagement in regular employment. This
relationship was still present even after adjusting for socio-economic differences such as gender,
age, education, income, and the type of employment organization. These results held even after
controlling for dispositional traits such as self-efficacy and optimism. This is an important
finding because previous studies suggest that well-being is partly determined by individuals’
genetic profiles and stable personality traits.
Our study did not reveal that
entrepreneurial task
engagement was related to
increased levels of
competence and relatedness.
However, entrepreneurial task
engagement was significantly
related to autonomy, and an
increase in psychological
autonomy was significantly
related to increases in
competence and relatedness.
These findings suggest a model we term “multi-path mediation,” (Figure 1) wherein
entrepreneurial task engagement influences competence and relatedness through autonomy and
all three psychological needs—autonomy, competence, and relatedness—influence well-being.
Our model and findings highlight the advantage that entrepreneurship has over traditional wageKeller Center Research Report
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employment for psychological-need satisfaction that leads to well-being. Feeling free and acting
in accordance with one’s own decisions is a unique benefit that entrepreneurial task engagement
has in meeting the psychological needs that underlie well-being.
Real Estate: Who’s Business is it Anyway?
From our study, we concluded that entrepreneurship has significant benefits for psychological
health. Engaging in entrepreneurial work tasks supports individuals’ basic psychological needs
because such tasks allow them to organize their self-motivated behaviors at work, leading to
higher levels of agency (freedom), competence (ability), and relatedness (organic relationships).
Managers in a real-estate firm could see improved performance from their agents if they
incorporate practices that assist their agents’ self-organizing behaviors. Agents typically perform
a variety of entrepreneurial tasks, such as finding new listings, advertising their services, and
interfacing with mortgage companies and other financing sources. Entrepreneurial tasks
necessarily include stressors, failure, and grief over losses. Managers may be tempted to prevent
agent failure by closely monitoring agents and transactions. However, our research indicates that
managers would experience better results and have a healthier workforce if they encourage selfauthoring techniques. Managers who allow agents the freedom to write their own stories will see
their agents ready to work each day, because those agents have a clear sense of how their job is a
part of that story. There may be some failures in the beginning, but the long-term success is
worth the short-term setbacks during the discovery phase. Managers who limit
micromanagement and encourage freedom should witness their agents experience psychologicalneed satisfaction, happiness, life-satisfaction, and subjective vitality. These agents are free to be
well.
The real estate broker’s role has great potential for encouraging entrepreneurial task engagement
among agents. Agents must manage and build their personal book of business, which requires
self-organization and self-motivation. The agent is free (autonomous) and able (competent) to
make the connections in his/her community (relatedness). The agent’s business is his/her
business. Our research suggests that the independence intrinsic to the real estate agent’s role
leads to his/her well-being by meeting underlying psychological needs. It may seem daunting
when an agent is just starting his/her business—every entrepreneur feels this. The long-term
health benefits are worth it. Brainstorm. Try. Fail. Reorganize, and try again. Over time
independence becomes empowering, self-confidence is a given, and meaningful relationships are
multiplied. Where can every real-estate agent find his/her little piece of heaven? In the freedom
and ability to write his/her own story the way it should be written.
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