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Abstract 
In the case of failure, entrepreneurs will obtain stakeholders' evaluation of their 
legitimacy through different impression management strategies. As an important part of 
the external environment of entrepreneurial activities, bystanders' evaluation and 
reaction are of great practical significance and value to the entrepreneurial practice of 
entrepreneurs and society as a whole. However, the existing research on entrepreneurs' 
impression management strategies from the perspective of bystanders is still quite 
limited. This study introduced the theory of emotional cognitive evaluation, focused on 
exploring the impact of three impression management strategies of apology, defense and 
excuse on bystander reactions, and further discussed their action mechanism on 
bystander legitimacy evaluation, emotional and behavioral reactions. Analyzing 
entrepreneurial failure impression management strategies and bystander reactions in 
the context of mass entrepreneurship and innovation is helpful to provide theoretical 
basis and intervention tools for entrepreneurs to carry out effective entrepreneurial 
failure management and create a good entrepreneurial atmosphere. 
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1. Introduction 

At present, China's economy has shifted from a stage of high-speed growth to a stage of high-
quality development, which puts forward higher requirements for entrepreneurship. 
According to the statistics of China's Private Enterprise Development Report, about 1 million 
private enterprises in China go bankrupt every year on average, 85% of them will die within 10 
years, and only 10% of them can survive for more than three years. Under the influence of social 
stereotypes, when it comes to entrepreneurial failure, people often come up with negative 
words such as "bankrupt," "betrayal" and "failure after a fall" in their minds. The stigma effect 
of the public, news media, investors and other bystanders on entrepreneurial failure events will 
not only affect the entrepreneurs' personal reputation, but also hinder the overall 
entrepreneurial practice process of the society. In fact, entrepreneurial failure can provide 
opportunities for entrepreneurs to learn from experience, which is conducive to the 
improvement of subsequent entrepreneurial performance. Therefore, how entrepreneurs 
improve the legitimacy evaluation of external stakeholders and repair the professional 
reputation of their future entrepreneurial actions through impression management is a new 
issue that scholars in the field of entrepreneurship have paid attention to in recent years (Kibler 
et al., 2021). 
Goffman (1959) distinguished the impression management of background and foreground. Due 
to the limited opportunities for front-office interaction between the entrepreneur and the 
external audience of the enterprise, the entrepreneur's first public statement after a failure will 
have a deep impression on the bystanders. Letv Gu Yueting founder, for example, in the debt 
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crisis incident "don't do any response" strategy "to fulfill the responsibility", make Gu Yueting 
faithless executor list by Banks, and the social public reduced to Letv brand recognition, 
customers reduce the attention of the for Letv product and consumption (LiJie etc., 2019). 
Despite the recent progress in impression management research in the context of 
entrepreneurship (Nagy et al., 2012; Parhankangas & Ehrlich, 2014; Shepherd & Haynie, 2011). 
Therefore, this paper intends to focus on bystanders in the context of entrepreneurial failure, 
focusing on the impact of impression management strategies after entrepreneurial failure on 
the cognitive, emotional and behavioral reactions of bystanders. 

2. Research Actuality 

2.1. Research on Impression Management in Entrepreneurship 
The study of impression management in the field of entrepreneurship started relatively late. 
Baron and Markman (2000) introduced the concept of impression management into the field 
of entrepreneurship for the first time. Scholars at home and abroad emphasize that 
entrepreneurship, as a process of social construction, requires entrepreneurs to purposefully 
manage their impressions in the eyes of audiences in different organizations, so as to effectively 
influence audiences' evaluation of entrepreneurs and entrepreneurial enterprises (Kibler et al., 
2017; Dean et al., 2015; Yu and Chen, 2019). Especially after major negative events occur in 
enterprises (such as entrepreneurial failure, brand crisis and industry stigma), different 
impression management strategies adopted by entrepreneurs will lead to completely different 
cognitive and behavioral reactions of enterprise stakeholders (Feng and Zhang, 2015; Kibler et 
al., 2021). 
Impression management strategies in existing entrepreneurship can be roughly divided into 
two types, namely, acquisitive strategies and defensive strategies (Arkin & Shepperd, 1990; Li 
and Xu, 2020). The former refers to the strategy of actively influencing others' perception of 
their own image, aiming at maximizing positive effects, such as ingrating and self-promotion 
(Jones & Pittman, 1982); The latter is a negative and passive strategy that aims to minimize 
negative effects, such as apology, justification and shirking responsibility (Benson et al., 2015). 
From the perspective of levels, there are two main types of existing strategies: one is the 
strategy used by entrepreneurs to influence others' impression of themselves; The second is 
the strategy with strategic intention adopted by entrepreneurs (or entrepreneurial enterprises) 
to control others' perception of the overall corporate image (Jin, 2018). 
Through literature review, this study further sorted out three aspects of impression 
management in entrepreneurship: antecedent variables, outcome variables and moderating 
variables. 
2.1.1. Antecedent Variables of Impression Management in Entrepreneurship 
In the field of entrepreneurship, the research on impression management is scattered. This 
study will summarize the influencing factors of impression management from both individual 
and environmental factors. 
Individual factors. Previous studies have found that individuals with different characteristics 
have different choices of impression management strategies, such as entrepreneurial 
experience and cognition. By analyzing the video records of face-to-face communication 
between three entrepreneurs and stakeholders, Clarke (2011) found that serial entrepreneurs 
with entrepreneurial experience were better at using symbolic symbols for impression 
management than novice entrepreneurs (entrepreneurs without entrepreneurial experience). 
They pay more attention to influencing their impression in the eyes of stakeholders by dressing 
appropriately and controlling their facial expressions. In addition, the cognitive attributes of 
entrepreneurs will also affect their impression management strategies. 
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Environmental factors. The external environment affects the extent to which entrepreneurs can 
control information. Benson et al. (2015) believed that entrepreneurs usually use some 
complex, technical and opaque language to deliberately cover up information related to the 
development of enterprises during the IPO process. Entrepreneurs tend to adopt impression 
management strategies in highly supervised environments and after the occurrence of negative 
events. Oezen and Akkemik (2012) found that in the environment with institutional conflicts, 
entrepreneurial enterprises usually use impression management strategies such as 
justification and external attribution to legitimize illegal behaviors of enterprises. Durand and 
Vergne (2015) found that in the stigmatized industry, when the media attacked a focal 
enterprise in the industry, or when the media attacks on peers increased, the focal enterprise 
would withdraw from the industry, that is, keep a distance from the stigmatized industry and 
other peers to avoid the potential negative impact of industry stigma. 
2.1.2. Outcome Variables of Impression Management in Entrepreneurship 
In the field of entrepreneurship, research on the effect of impression management is mainly 
carried out from two perspectives of legitimacy theory and signal theory. 
Tian et al. (2009), through the case study of entrepreneurial enterprises in the Yangtze River 
Delta region, found that the implementation of appropriate strategic behavior of impression 
management by entrepreneurial enterprises can enhance their social legitimacy and cognitive 
legitimacy and avoid failure. Kibler et al. (2017) found that after entrepreneurial failure, 
entrepreneurs would create a rationalized image of failure through impression management, 
so as to reduce the negative impact of stigma. 
In addition, scholars at home and abroad have explored the impact of impression management 
strategies on firm growth and resource acquisition based on the signaling theory. Petkova et al. 
(2013) found that entrepreneurs can attract industry media attention through impression 
management strategies such as press release, identity display, participation in industry 
activities and knowledge dissemination to obtain financing. Some enterprises will also obtain 
relevant market recognition through enterprise naming to create possibilities for long-term 
development (Smith & Chae, 2016). 
2.1.3. Moderating Variables of Impression Management in Entrepreneurship 
The basic assumption of the existing studies on the effectiveness of impression management is 
information asymmetry (Graffin et al., 2011). Through the review of relevant literature, this 
paper summarizes the moderating variables of impression management into three aspects: 
audience characteristics, entrepreneur characteristics and environmental characteristics. 
Characteristics of the audience. Some scholars believe that the effect of impression 
management depends to a large extent on whether entrepreneurs are different from one 
person to another (Fisher et al., 2017), which mainly includes the cognitive attributes, scale and 
homogeneity of the audience with entrepreneurs. Shepherd and Patzelt (2015) found through 
empirical research that when the audience's ability to select ideas is high, entrepreneurial 
enterprises using environmentally friendly technologies are more likely to be tolerated to fail. 
Based on the related research on homogeneity, structural similarity can accelerate investors' 
cognitive evaluation of entrepreneurs. 
Characteristics of entrepreneurs. As the originators of impression management, entrepreneurs' 
own external characteristics and cognitive attributes will also have an important impact on the 
effect of impression management (Yu and Chen, 2019). Gorn et al. (2008) pointed out that the 
public would make different attitudes and evaluations on entrepreneurs' impression 
management strategies after public relations crises according to their facial features. In 
addition, whether entrepreneurs can improve psychological well-being through impression 
management after entrepreneurial failure is mainly affected by their self-view. For example, 
entrepreneurs with a positive self-view are more likely to show the "sunny side" of 
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entrepreneurial failure in a positive definition, so as to maintain their positive impression in 
the eyes of others and improve their psychological well-being (Shepherd & Haynie, 2011). 
Characteristics of the environment. Environmental uncertainty will aggravate the information 
asymmetry between entrepreneurs and audiences. Some scholars have found that under the 
background of different national culture and institutional environment, there are great 
differences in the impression and cognition of social groups on entrepreneurial losers (Yang et 
al., 2019; Sutton & Callahan, 1987). 

2.2. Bystander Reaction in Entrepreneurship 
2.2.1. Research on Legitimacy Evaluation in Entrepreneurship 
The failure rate of entrepreneurial enterprises is very high, because compared with mature 
enterprises, it is more difficult for entrepreneurial enterprises to obtain the recognition of 
stakeholders, that is, entrepreneurial enterprises lack sufficient legitimacy (Tian et al., 2009). 
Therefore, the construction, maintenance and even reconstruction of legitimacy have always 
been the focus of scholars in the field of entrepreneurship. 
Through literature review, it is found that foreign scholars Lounsbury and Glynn (2001) 
introduced the theory of legitimacy into the study of entrepreneurship earlier. Since then, most 
of the studies on the legitimacy evaluation of entrepreneurial enterprises in top foreign journals 
were published after 2008, and their research perspectives mainly focused on the institutional 
perspective, cultural entrepreneurship perspective, ecology perspective, impression 
management perspective and social movement perspective (Uberbacher, 2014). 
As the evaluation of the legitimacy of gradually mature, including start-up legitimacy study 
branch also began to appear some new research opportunity, especially since 2012, domestic 
represented by Du Yunzhou, yu-li zhang, etc to evaluate the start-up legitimacy 
entrepreneurship scholars think, greatly promoted the legitimacy evaluation of empirical 
research in the field of business process. The research results of this stage mainly include two 
parts: The first is the impact of entrepreneurial enterprises or a series of characteristics of 
entrepreneurs on bystander legitimacy evaluation, such as interactive orientation (Du and 
Zhang, 2012), entrepreneurial network (Song and Chen, 2019), charismatic leadership (Du and 
Li, 2012), organizational learning (Zhou et al., 2014). The second is how entrepreneurial 
enterprises or entrepreneurs use a series of strategies to obtain legitimacy. Li et al. (2018) 
summarized and refined three typical strategies through literature review, namely, cross-
sector partnership management, community participation and impression management. 
It is found from the previous research that the research on the evaluation of legitimacy in 
entrepreneurship is mostly focused on the organizational level, and there is a lack of in-depth 
discussion from the perspective of entrepreneurs or events. Therefore, this paper focuses on 
the important role of entrepreneurs' "soft skills" in bystander's legitimacy evaluation, and 
explores what impact entrepreneurial losers will have on the public's legitimacy perception 
through different impression management strategies. 
2.2.2. Research on Bystander Emotional Reactions in Entrepreneurship 
The study of emotion originates from psychology, and general psychology defines it as: 
"Emotion refers to the attitude towards external things generated along with the process of 
cognition and consciousness, is a response to the relationship between objective things and 
subject needs, and is a psychological activity mediated by individual wishes and needs." 
According to the theory of emotional cognitive evaluation, emotion is a state of mental 
preparation derived from the evaluation of events or ideas, which will have an impact on 
individuals' will, behavior and decision-making (Bagozzi et al., 1999). Previous studies have 
found that when misfortune happens to others, bystanders may have two distinct emotional 



Volume 3 Issue 11, 2022 

DOI: 10.6981/FEM.202211_3(11).0041 

361 

Frontiers in Economics and Management 

ISSN: 2692-7608 

reactions, namely, sympathy for the unfortunate person or scharfreude (Heider, 1978; Feather 
& Sherman, 2002; Zhu et al., 2020). 
Vossen et al. (2017) believed that compassion comes from the cognition of others' emotions, 
and is the cognitive expression of emotions such as worry and sadness for the misfortune of 
others. Compassion is caused by empathy, and individuals will care about others' negative 
emotions and actual life difficulties and have emotional reactions and willingness to help, and 
such understanding and care does not require individuals to have the same emotional life 
experience (Eisenberg et al, 2006). Therefore, compassion is regarded as a feeling of wanting 
to help others after witnessing their suffering (Goetz et al., 2010). In addition, there is a 
significant positive correlation between individual compassion and prosocial behavior 
(Edwards et al., 2015). Domestic scholars Wu Shouqiang and Feng Yunxia (2018) found through 
case studies that when an enterprise encounters a crisis event, it can arouse the sympathy of 
bystanders through rhetorical strategies, so as to realize the repair and reconstruction of 
organizational legitimacy. 
Schadenfreude is a common social emotion of human beings. Previous studies believe that 
schadenfreude is a kind of dark "bottom" emotion with the attribute of "evil" (Cao et al., 2012; 
Boecker et al., 2015). From the perspective of factors affecting schadenfreude, Van Dijk et al. 
(2015), based on the balance theory, deservingness theory and the just world theory, argued 
that Schadenfreude stems from the recognition of the legitimacy and morality of others' 
behaviors. If people believe that others' behaviors are illegal, immoral and undeserved, they are 
more likely to be regarded as deserving when they encounter misfortune, thus enjoying it 
(Brambilla & Riva, 2017). In addition to the unethical behavior of the object of Schadenfreude, 
Schindler et al. (2015) also pointed out that people are more likely to have schadenfreude when 
the object of Schadenfreude is responsible for the misfortune. From the research on the 
consequences of Schadenfreude, it can be seen that compared with sympathy, which can 
stimulate helping behavior, Schindle will increase the tendency to avoid (Schindle et al., 2015) 
or be less likely to provide help to competitors (Molenberghs & Louis, 2018). 
2.2.3. Research on Bystander Behavioral Response in Entrepreneurship 
Bystander behavior refers to the attitude and behavior of individuals after witnessing the 
entrepreneurial failure of others. The existing literature on bystander behavior mainly focuses 
on workplace ostracism and bullying events. Scholars have found that bystanders mainly have 
three different behaviors in the face of victimization events: promoting harm behavior, helping 
or supporting the victim behavior, and outside behavior (Pepler et al., 1999; Bastiaensens et al., 
2014). In the study of entrepreneurial failure, due to the diversity of bystander types, there are 
also great differences in the behavioral responses of bystander, such as the investment 
behavior of investors, the purchase behavior of consumers, and the public's remarks on the 
failure event (Cusin & Maymo, 2016; Jin, 2018). In view of the fact that the specific behavioral 
reactions will change due to the change of the situation, this study summarized the behavioral 
reactions of bystanders into supportive behaviors and stigma behaviors through the review of 
relevant literature (Zhu et al., 2020; Lee et al., 2021). Among them, supportive behaviors refer 
to a series of bystander behavioral reactions that are helpful to entrepreneurs, such as investing 
in second ventures, purchasing second venture products/services, and supporting remarks for 
entrepreneurial failures. Stigma behavior refers to a series of behavioral reactions that are not 
conducive to entrepreneurs, such as alienation from entrepreneurial failures and ridicery of 
entrepreneurial failures (Hou et al., 2016). 
According to previous studies, emotions are the preparation state for individuals to make 
behavioral choices (Frijda, 2017). Therefore, in the face of other people's entrepreneurial 
failure events, different impression management strategies may trigger different emotional and 
behavioral reactions of bystanders. For example, when entrepreneurs with bankruptcy 
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experience apply to banks for loans for new business projects, banks will be more cautious. 
However, the positive signals released by the applicants in the communication can weaken the 
negative impact of the failure experience (Cusin & Maymo, 2016). In addition, due to the 
stereotype of the public on entrepreneurial losers, they will try to avoid contact with 
entrepreneurial losers in life, so as not to suffer. This situation is a specific manifestation of the 
stigma of entrepreneurial failure (Sun et al., 2015). Li et al. (2019) further found that the objects 
of bystander stigma are not only limited to individuals and enterprises that fail to start a 
business, but even include the society to which the business is attached. 

3. Research Supposition 

3.1. Study 1: The Impact of Entrepreneurs' Impression Management Strategies 
on Legitimacy Evaluation 

When enterprises fail, entrepreneurs will use impression management to respond (Kibler et al., 
2021) to minimize the negative impact of failure and maintain their legitimacy (Pollack & Bosse, 
2014). Previous studies have shown that bystanders differ in their evaluation of the legitimacy 
of different types of impression management strategies (Mantere et al., 2013; Talbot & Boiral, 
2015). Yu and Chen (2019) found that entrepreneurs usually adopt defensive impression 
management strategies after negative events, so that enterprises can stay away from negative 
events and entrepreneurs can avoid their own image damage. The relevant research on 
defensive impression management is expanded and deepened on the basis of the five types of 
strategies proposed by Sutton and Callahan (1987), among which, the strategies of apology, 
defense and excuse have been paid attention to and tested for many times in the negative events 
of enterprises (Coombs, 2007; Peng and Xiong, 2014; Fang et al., 2011). The public will take the 
initiative to evaluate the legitimacy of entrepreneurs through their public statements and judge 
whether entrepreneurs' behaviors conform to social norms (Kibler et al., 2017). The study by 
Shan and Yu (2016) shows that when entrepreneurs adopt apology strategy, it is easier for 
consumers to make a good evaluation of the enterprise, which plays an important positive role 
in protecting consumers' trust and purchase intention. When entrepreneurs explain and take 
responsibility for the failure, onlookers are more likely to believe that the cause of failure is 
reasonable and acceptable to society, that is, it has high legitimacy (Ozen & Akkemik, 2012). 
However, for the failure that attributes the cause to the outside world or seeks a scapegoat, 
bystanders will think that the failure is illegitimate (Ali et al., 2017). 
Therefore, this paper proposes the following hypothesis: 
Hypothesis 1: The impression management strategy of apology adopted by entrepreneurs will 
make bystanders have higher legitimacy evaluation. 
Hypothesis 2: When entrepreneurs adopt the impression management strategy of defense, 
bystanders will have a higher legitimacy evaluation. 
Hypothesis 3: When entrepreneurs adopt the impression management strategy of excuses, 
bystanders will have a lower legitimacy evaluation. 

3.2. Study 2: The Impact of Legitimacy Evaluation on Bystander Emotions 
In the face of others' misfortune, "sympathy" and "schadenfreude" are two typical emotional 
reactions (Feather & Sherman, 2002). "Sympathy" is an emotional experience of understanding, 
caring for and sympathizing with the unfortunate experience of others (Loewenstein & Small, 
2007), while "Schadenfreu" is an emotional experience of being happy because of the 
unfortunate experience of others (Cao et al., 2012). Overall, sympathy is a positive bystander 
emotional response, whereas schadenfreude is relatively dark. According to the theory of 
emotion-cognitive evaluation (Lazarus, 1991), individuals will evaluate environmental events 
through the cognition-emotion mechanism, and emotion is the response of individuals after 
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making a beneficial or harmful evaluation of environmental events. Legitimacy means that an 
event/behavior is accepted by the society, and bystanders prefer those with high legitimacy 
and dislike those with low legitimacy (Leach & Spears, 2008). Therefore, due to different levels 
of legitimacy, bystanders will show more schadenfreude for the losers they dislike and more 
sympathy for the losers they favor (Feather, 2014). 
Therefore, this paper proposes the following hypothesis: 
Hypothesis 4: Legitimacy evaluation is significantly and positively related to bystander 
compassion. 
Hypothesis 5: Legitimacy evaluation is significantly and negatively related to bystander 
schadenfreude. 

3.3. Study 3: The Impact of Bystander Emotions on Their Behavioral Choices 
According to previous studies, emotions are the readiness of individuals to make behavioral 
choices (Frijda, 1988). From the perspective of the theory of emotional cognitive evaluation, a 
series of behavioral reactions of bystanders will be affected by their emotional factors and 
cognitive evaluation (Lazarus, 1991). The essential difference between sympathy and 
schadenfude is whether the feelings of bystanders and losers are consistent (Feather & 
Sherman, 2002). For the bystander who shows a high level of compassion, he/she can 
understand and even feel the negative emotional experience of the loser. Hershcovis and 
Bhatnagar (2017) found that compassion has a positive impact on helping intention and 
behavior. Mroz and Allen (2017) also pointed out that compassion can stimulate individuals' 
positive attitude towards the target of compassion and their prosocial willingness to help and 
support the target of compassion, and also stimulate individuals to eliminate such emotions 
through prosocial behaviors (Daniel et al., 2014). Therefore, in order to eliminate the dilemma 
and accompanying negative experience caused by entrepreneurial failure as soon as possible, 
bystanders will tend to show more supportive behaviors towards the loser. On the contrary, 
bystanders with schadenfreude often fail to think from the standpoint of entrepreneurial losers, 
but engage in negative behaviors that disparage losers to further enhance their own pleasure 
experience (Haidt, 2001). 
Therefore, this paper proposes the following hypothesis: 
Hypothesis 6: The sympathetic feelings of bystanders have a significant positive effect on their 
supportive behavior. 
Hypothesis 7: The schadenfude of bystanders has a significant positive effect on their 
stigmatizing behavior. 

4. Conclusion 

This paper introduces the concept of impression management in social psychology into the 
study of entrepreneurial failure, discusses which impression management strategies 
entrepreneurial failure adopts to deal with the public, and then affects the bystander's 
evaluation of the legitimacy of entrepreneurs and entrepreneurial enterprises, and finally 
produces different emotional and behavioral reactions. It explains that the root cause of the 
difference in bystanders' evaluation of entrepreneurial failure is the difference in impression 
management strategies adopted by entrepreneurs after failure, and expands the significance of 
bystanders in the field of entrepreneurial failure from the theoretical level. 
This paper focuses on the impact of entrepreneurs' impression management strategy on their 
future entrepreneurial behavior and public image after entrepreneurial failure. Referring to the 
research of Ali et al. (2017) and other scholars, this paper focuses on defensive impression 
management strategy. The three dimensions of apology, excuse and justification are discussed 
to provide theoretical guidance for entrepreneurs. As an important social relationship between 
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entrepreneurial enterprises and entrepreneurs, onlookers' cognitive, emotional and behavioral 
reactions to entrepreneurial failure events will affect the failure repair and follow-up actions of 
enterprises and entrepreneurs. The existing research mainly focuses on the cognitive reactions 
of onlookers to entrepreneurial failure, while the exploration of the subsequent emotional and 
behavioral reactions is limited. This paper introduces the theory of emotional-cognitive 
evaluation into the study of bystanders on entrepreneurial failure for the first time, links a 
series of cognitive, emotional and behavioral reactions caused by bystanders' impression 
management strategy on entrepreneurial failure, and constructs a theoretical framework to 
guide practice. From a practical point of view, the study on the classification of impression 
management strategies and their impact on bystanders' reactions can help entrepreneurs to 
select appropriate impression management strategies for public statements after failure events 
and minimize the negative impact of failure. In addition, this paper provides a series of possible 
subsequent chain reactions in cognition, emotion and behavior for byspectators who witness 
entrepreneurial failure events, which enables the public to have a more objective 
understanding of entrepreneurial failure events and promotes the formation of a tolerant 
atmosphere for social failure. 
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