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Abstract:

Purpose: This paper analyzes the mediating effect of innovative behavior on the relationship
between entrepreneurial self-efficacy and entrepreneurial intention.
Design/Methodology/Approach: Partial least squares structural equation modeling (PLS-
SEM) was used in a sample of 358 owners in medium and big companies in a textile cluster
in Peru.

Findings: Results show that there is a significant complementary mediation effect of
innovative behavior between entrepreneurial self-efficacy and entrepreneurial intention.
Practical Implications: This finding is important in order to further advance the
understanding of the direct and indirect causes of entrepreneurial intention.
Originality/Value: Finally, this is especially important for understanding entrepreneurial
intention in an extractive emerging economy.
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1. Introduction

Entrepreneurship has received greater attention due to the socio-economic
development in emerging countries (Zemtsov, 2020; Shan, Jia, Zheng, and Xu,
2018; Kreitmeyr, 2017). It is known that there are personal and environmental
factors that motivate people to start ventures (Marques, Valente, and Lages, 2018;
Wang, Hung, and Huang, 2019). Researchers have primarily applied the theory of
planned behavior (Ajzen, 1991) to explain people’s behavior based on cognitive
processes' assumptions and predict business intention.

One of the principal explanations for why people seek to undertake is
entrepreneurial self-efficacy or belief in a personal capacity (Chen et al., 1998).
Research suggests that people who believe they can be entrepreneurial will intend to
do so (Ajzen, 1991). Specifying the factors that predict entrepreneurial intention is
crucial on several social fronts: academics, the university community, the
government, and civil society to improve the intention to choose entrepreneurship
(Wickam, Finley, and Saeger, 2020; Kaijun and Sholihah, 2015). The literature
suggests self-efficacy as the strongest personal factor influencing entrepreneurial
intention (Newman et al., 2018; Norefia-Chavez and Guevara, 2020). However, little
is known about the mechanism through which entrepreneurial self-efficacy affects
entrepreneurial intention, and the relationship is mediated by innovative behavior.

Therefore, this study aims to know the mediating effect of innovative behavior on
the relationship between entrepreneurial self-efficacy and entrepreneurial intention.
The findings provide one of the first empirical studies that explore the mediating
links between self-efficacy and entrepreneurial intention in an emerging economy.

The study took Norefia-Chavez and Guevara (2020) as its starting point, using
February 2020 data from entrepreneurs in 358 medium and large companies located
in the Gamarra commercial emporium in Peru. A review of the main theories, the
theoretical model, the research method, the results, discussion, and conclusions are
detailed.

2. Theoretical background
2.1 Entrepreneurial Self-Efficacy

To understand the origin of entrepreneurial self-efficacy, it is necessary to realize
that its roots lie in Bandura's social cognitive theory (1986). This theory is based on
the following variables: a) behavioral influences, b) personal influences, and c)
environmental influences. Important to social cognitive theory is that human
functioning is influenced by people's judgments about their abilities to organize and
execute the courses of action required to achieve the designated types of
performance (Bandura, 1986).
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According to Bandura (1997), self-efficacy is a domain-specific variable directed at
a given behavior to complete any task. Bandura (1986) concluded that people's
beliefs about their effectiveness could be supported and strengthened in several
ways; however, the most effective way for individuals to develop a strong sense of
effectiveness is through mastery experiences.

Self-efficacy and other specific ways of mastery, such as entrepreneurial self-
efficacy, have theoretical roots in perspective, evaluating individuals' interaction
reciprocally with internal and external environments (Bandura, 1997). The
Entrepreneurial Self-Efficacy is a variant of self-efficacy and is based on the
following variables: a) observation, b) social context, and c) behavior in social
learning (Bandura, 2006). According to Newman, Obschonka, Schwarz, Cohen, and
Nielsen (2018), entrepreneurial self-efficacy has the following background: a) work
experience, b) education and training, c¢) presence of mentors, d) individual
differences, €) company characteristics and f) cultural and institutional environment.

2.2 Entrepreneurial Intention

According to Krueger et al. (2000), a person may consider becoming an
entrepreneur consciously and voluntarily. Lee and Wong (2004) concluded that
entrepreneurial intention is the initial process of entrepreneurship since companies'
creation arises from this variable. Fishbein and Ajzen (1975) stated that
entrepreneurial intention comes from the psychology field, mainly from the social
cognitive theory. These researchers defined intention as the variable intercepting the
constructs of behavior and belief. Azjen (1991) concluded that three variables
precede entrepreneurial intention. First, the personal attitude, which consists of the
evaluation that an individual has about entrepreneurship's viability. Second, the
subjective norms, which are the perceptions that society has about the decision to
undertake. Finally, control of perceived behavior, which is the perceived difficulty
of becoming an entrepreneur. According to Krueger and Carsrud (1993),
entrepreneurial intention is the individual decision that some people have to start a
new business. Entrepreneurial intention is a crucial variable for entrepreneurship
since it positively influences the opening of new companies.

Thompson (2009) investigated the influence of entrepreneurial intention as regards
the creation of new businesses. His study concluded the high correlation of this
variable in different contexts and the development of a scale applicable to
international contexts of new business generation. The entrepreneurial intention
mediates the learning process, the entrepreneurial experience, and the risk of starting
a new business (Zhao, Seibert, and Hills, 2005). This research followed a
guantitative methodological approach using PLS-SEM in a sample of 265 university
students of a master's program.

On the other hand, Hmieleski and Corbett (2006) concluded that entrepreneurial
intention is positively correlated with improvisation. They studied entrepreneurial
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intention and its influence on motivation, cognitive styles, and social models in a
sample of 430 students. Entrepreneurial intention and entrepreneurial education are
positively related (Fayolle and Gailly, 2013; Pittaway and Cope, 2007).

In both investigations, it was concluded that the greater the exposure of students to
entrepreneurship-related subjects, the greater the entrepreneurial intention of the
students. In Kristiansen and Indarti's (2004) study on entrepreneurial intention
among young students in Indonesia and Norway, the following variables were
compared: a) attitudes, b) demographic factors, and c) personal background. It was
concluded that entrepreneurial intention is high among students in both countries,
and the variable that most influences both samples are the salary of the people who
undertake.

2.3 Innovative Behavior

Innovation in organizations depends on people's behavior (Thurlings, Evers, and
Vermeulen, 2015). Scott and Bruce (1994) defined innovative behavior as the
process of value creation supported by the generation of new ideas, solutions, and
applications. Innovative behavior begins with creativity but is differentiated by
execution (Amabile, 1988). Konermann (2012) defined innovative behavior as a
process that integrates the following variables: a) generation, b) development, c)
application, d) execution, and e) modification of new ideas to increase the
performance of an organization.

Innovative behavior is the adoption of innovative processes and ideas to increase
organizational performance, impacting sustainability (Janssen, 2000). Innovative
behavior is a variant of performance different from others since it exceeds the
established requirements by adding innovative variables (Aryee, Walumbwa, Zhou,
and Hartnell, 2012). Newman et al. (2018) defined innovative behavior as a
competence valued and expected by many people, given its high organizational
performance impact. The benefits of innovative behavior outweigh the economic
ones and influence psychological ones, since they increase social changes, improve
employees' self-esteem, and generate social changes (Rank, Pace, and Frese, 2004).

Innovative behavior is a crucial variable for organizational success in many fields.
The academics must incorporate it in education since teachers must influence their
students in innovative ways (Thurlings, Evers, and Vermeulen, 2015). From the
financial point of view, organizations with employees with innovative behavior
skills increase their profitability and accelerate organizational success (Heunks,
1998).

2.4 The Model

This research was adapted from the model presented by (Norefia-Chavez and
Guevara, 2020) and showed the following variables: a) entrepreneurial self-efficacy
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as an independent variable; b) innovative behavior as a mediating variable; and c)
entrepreneurial intention as a dependent variable. This research will determine the
mediation effect of innovative behavior on the relationship between entrepreneurial
self-efficacy and entrepreneurial intention. This research proposes the following
hypotheses:

H1: Innovative behavior has a mediating effect on the relationship between
entrepreneurial self-efficacy and entrepreneurial intention.

H2: Entrepreneurial self-efficacy and innovative behavior are positively related.

H3: Entrepreneurial self-efficacy and entrepreneurial intention are positively
related.

H4: Innovative behavior and entrepreneurial intention are positively related.

Figure 1 shows the model proposed in this research and the hypotheses to be proven.

Figure 1. The model explains the mediation of innovative behavior in the
relationship between entrepreneurial self-efficacy and entrepreneurial intention.

Innovative
behavior

Entrepreneurial
EH3 ntention

Source: Adapted from “Entrepreneurial Passion and Self-Efficacy as Factors Explaining
Innovative Behavior: A Mediation Model” (Noreiia-Chavez and Guevara, 2020)

Entrepreneurial
self-efficacy

3. Methodology and Data

This research followed a quantitative methodological approach with an explanatory-
correlational scope, a cross-sectional cohort, and a non-experimental design. The
partial least squares structural equation modeling (PLS-SEM) was used due to the
research's nature since there are non-observable variables that will be measured by
indicators and research background. In this field, the same multivariate statistical
technique of the second generation was used (Chin, 1998; Henseler, Ringle, and
Sinkovics, 2009; Hair, Ringle, and Sarstedt, 2011; Hair et al., 2014; Sarstedt et al.,
2014). The hypothesis of the mediating role is supported by previous studies by
(Mathieson, Peacock and Chin, 2001; Henseler, 2010; Gelbrich, 2010; Henseler and
Chin 2010; Preacher and Hayes, 2008; LeBreton, Wu, and Bing, 2009; Williams and
MacKinnon, 2008; MacKinnon, Lockwood, and Williams 2004; Sun, 2010).

Three scales were used in this research: a) entrepreneurial self-efficacy scale (De
Noble, Jung and Ehrlich, 1999), b) entrepreneurial intention scale (Ajzen, 2006), and
c) innovative behavior scale (Janssen, 2000). The following criteria were used to
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evaluate the measurement model: a) individual factorial load, b) internal consistency
measured through the Alpha coefficient and composite reliability, ¢) convergent
validity through the AVE, d) discriminant validity through the Fornell and Larcker
index and the HTMT. The following criteria were used to evaluate the structural
model: (a) goodness-of-fit index, (b) evaluation of the statistical significance of the
hypotheses, (c) total indirect effect and its statistical significance, (d) total direct
effect and its statistical significance, (e) the explanatory effect of the structural
model, and (f) the predictive effect of the structural model.

Table 1 shows the number and size of companies located in the Gamarra
Commercial Emporium according to the Economic Development Unit of the
Municipality of La Victoria in a pre-COVID-19 context.

Table 1. Classification of the companies located in the GTC by industry
Small, Medium and

Industry Number of Companies Large Companies
Clothing sale 45,423 36,000

Others 18,995 7,439

Total 64,418 43,439

Source: Data provided by the Economic Development Unit of the Municipalidad de La
Victoria in February 2020.

4. Empirical Results
4.1 Evaluation of the Measurement Model
The individual factorial load was the first criterion evaluated and indicators with a
load less than 0.707 were eliminated (Carmines and Zeller, 1979). Table 2 shows
entrepreneurial self-efficacy, innovative behavior and entrepreneurial intention with

its indicators and loads.

Table 2. Measurement model assessment results

Variables Indicators Loads

Entrepreneurial Self-Efficacy Inspire others to accept the vision and values 0.76
Create products that meet customer needs 0.72
Formulate quick actions to pursue opportunities  0.74
Develop an innovative work environment 0.73
Determine business performance 0.72
Motivate people to have initiative 0.73
Build management teams 0.72
Establish the vision of the organization 0.71
Innovate existing products 0.74
Identify areas of potential growth 0.74

Develop robust planning 0.73
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Innovative Behavior Look for new methods and techniques 0.80
Tran_sform innovative ideas into useful 0.83
applications '
Introduce innovative ideas systematically 0.80
Motivate the members of the organization to 0.81
innovate
Generate original solutions 0.82
Create new ideas 0.87
Mobilize support for new ideas 0.77
Evaluate the application of new ideas 0.84

Entrepreneurial Intention I plan to create a company 0.89
I will strive to be an entrepreneur 0.93
| am determined to be an entrepreneur 0.92

Source: Based on 358 surveys. Own elaboration.

The psychometric properties of the instruments were the second criterion evaluated.
The internal consistency measured through the alpha coefficient showed values
between 0.91 and 0.93. The internal consistency measured through the composite
reliability showed values between 0.93 and 0.94. Internal consistency was also tested
for robustness (Chin, 1998; Nunnally and Bernstein, 1994). Convergent validity
measured through AVE showed values between 0.53 and 0.84. Convergent validity
was robust since it is greater than 0.5 (Chin, 1998). Table 3 shows the internal
consistency measured through alpha, composite reliability, and Ave.

Table 3. Validity and reliability

Alpha Composite reliability AVE
Entrepreneurial Intention .90 .94 .84
Entrepreneurial Self-Efficacy 91 .93 .53
Innovative Behavior .93 .94 .67

Source: Based on 358 surveys. Own elaboration.

As a third criterion, discriminant validity was evaluated as measured by the Fornell
and Larcker, and the HTMT indexes. Table 4 shows that the correlations between
the variables are less than the AVE's square root in all cases, and the evaluation
criterion of (Fornell and Larcker, 1981) was met.

Table 4. Fornell-Larcker criterion to analyze discriminant validity

Entrepreneurial Entrepreneurial Self- Innovative
Intention Efficacy Behavior
Entrepreneurial Intention 914
Ent_repreneurlal Self- 996 730
Efficacy
Innovative Behavior .280 458 .817

Source: Based on 358 surveys. Own elaboration.
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Table 5 shows that the HTMT index is less than 0.85, requiring discriminant validity
(Hair, Hult, Ringle, Sarstedt Thiele, 2017).

Table 5. HTMT criterion to analyze discriminant validity

Entrepreneurial Entrepreneurial Innovative
Intention Self-Efficacy Behavior
Entrepreneurial Intention
Entrepreneurial Self-
Efficacy 248
Innovative Behavior 301 490

Source: Based on 358 surveys. Own elaboration.
4.2 Evaluation of the Structural Model

The analysis of the structural model showed goodness-of-fit indexes with a 9%
variance explained. Figure 2 presents the assessment of the structural model. It
shows reflective constructs and their factor loadings, as well as the routes proposed
in the hypotheses.

Figure 2. Conceptual model of the factors that explain the mediation effect of
innovative behavior on the relationship between entrepreneurial self-efficacy and
entrepreneurial intention
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Note: Created with SmartPLS 3. Algorithm for missing values = Case wise replacement.
Weighted scheme for routes.
Source: Based on 358 surveys. Own elaboration.

Regarding hypothesis 2, the significant effect was verified on the effect of
entrepreneurial self-efficacy on entrepreneurial intention, § = 0.124, p = 0.007.
Regarding hypothesis 3, the significant effect was confirmed on entrepreneurial self-
efficacy on innovative behavior, p = 0.458, p = 0.000. For hypothesis 4, on the effect
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of innovative behavior on entrepreneurial intention, the significant effect was
verified, f = 0.223, p = 0.000. Table 6 shows a summary of the direct relationships
and their statistical significance.

Table 6. Path coefficients and bootstrapping results

Causal routes Route coefficients p

ESE -> EI 124 .007
ESE ->1B 458 .000
IB-> El 223 .000

Note: Obtained with SmartPLS3. Algorithm for missing values= Case wise
Source: Created by the authors using the results of the study. SD = Standard deviation.

For the evaluation of hypothesis 1 on the mediating effect of innovative behavior on
the relationship between entrepreneurial self-efficacy and entrepreneurial intention,
bootstrapping of 5000 iterations was used. The results are shown in Table 7, the
mediation is positive and significant.

Table 7. Total indirect effects of the structural components

Causal routes Sample mean SD

ESE -> El 0.102 0.029

Note: Obtained with SmartPLS 3
Source: Created by the author using the results of the study

For determining the type of mediation in the model, the total direct effects were
evaluated and concluded to be positive and significant. After assessing the total
direct and indirect effect, the complementary mediating effect of innovative
behavior on entrepreneurial self-efficacy and the entrepreneurial intention was
proven. The explanatory power of the structural model was evaluated using R2 and
F2. The model presented an R2 of 0.091 and an F2 of 0.013. Therefore the
explanatory power is low. Q2 and g2 evaluated the predictive power of the structural
model. The model presented a Q2 of 0.072 and a g2 of 0.031, so the predictive
power is low.

5. Discussion

This research's objective was to determine the mediating effect of innovative
behavior on the relationship between entrepreneurial self-efficacy and
entrepreneurial intention, based on the model proposed by (Norena-Chavez and
Guevara, 2020). The direct and indirect relationships of the variables presented in
this model were proven (Entrepreneurial Self-Efficacy, Innovative Behavior, and
Entrepreneurial Intention).

The H1 is statistically significant, so it was accepted. Due to this study's exploratory
nature, no extensive empirical evidence has been found to support this hypothesis.
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However, some studies have measured the variables proposed in this study in similar
relationships. For example, Lee et al. (2019) found that entrepreneurship mediates
innovative intention and behavior. The researchers found that greater intention leads
to more innovative behavior and that entrepreneurship serves as an essential link in
this relationship. These results differ from the findings of this study because of the
different causal pathways. On the other hand, Pihie and Bagheri (2013) analyzed the
mediating effect of self-regulation on the relationship between self-efficacy and
entrepreneurial intention. The findings revealed that a sample of students'
entrepreneurial self-efficacy had a significant positive impact on their intention to
become entrepreneurs. That is, this evidence supports the hypotheses raised in this
study.

This hypothesis was found to be statistically significant regarding H2 (the
relationship between entrepreneurial self-efficacy and innovative behavior).
Research such as that of (Norefia-Chavez and Guevara, 2020, Newman et al., 2018;
Schjoedt and Craig 2017; Spagnoli et al., 2017) supports the results of this
relationship. On the other hand, Chen and Zhou (2017) concluded that
entrepreneurial self-efficacy and innovative behavior are negatively related.

About H3 (the relationship between entrepreneurial self-efficacy and entrepreneurial
intention), the hypothesis is statistically significant. Likewise, it was found that
entrepreneurial self-efficacy has a positive influence on entrepreneurial intention.
The results found in this research are supported by the following previous research
(Boyd and Vozikis, 1994; Zhao, Seibert, and Hills, 2005; Cardon and Kirk, 2015;
Bullough, Renko, and Myatt, 2013; Hsu et al., 2018; Tsai, Chang, and Peng, 2014).

Concerning H4 (the relationship between innovative behavior and entrepreneurial
intention), previous research has shown that entrepreneurial intention can be
influenced and guided by both personal and environmental factors (Souitaris et al.,
2007). There is evidence that supports the hypothesis of the relationship between the
variables of innovative behavior and entrepreneurial intention. The study by Lee et
al. (2019) raised whether greater intention led to innovative behavior. Although the
relationship is inverse to that of this study, the authors found that the intention to
implement affected innovative behavior. On the other hand, Kim et al. (2018) found
that innovative behavior is an essential variable in problem-solving. That is, the
authors demonstrated that a person's problem-solving ability is affected by
innovative behavior. Precisely, in the business field, problem-solving is an
appreciated variable.

6. Conclusion

Self-efficacy is the strongest predictor of entrepreneurial intent. Some variables
mediate the relationship between both variables, and academics and the business
world must understand entrepreneurship better. This study is one of the first
empirical supports of self-efficacy, entrepreneurial intention, and innovative
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behavior. Therefore, the proposed exploratory model can be tested in different
populations and used by researchers in entrepreneurship.

The model also provides a better understanding of the mechanism through which
entrepreneurial self-efficacy affects entrepreneurial intention. However, only the
innovative behavior was raised as the factor regulating the relationship between both
variables. Future research could invest efforts in examining other hypotheses
involving personal, social, cultural, etc.

The research sought to propose a model that could explain entrepreneurial behavior
in a particular context before the pandemic caused by COVID-19. Therefore, the
new social, political, and business context requires a re-evaluation of post-pandemic
outcomes. Likewise, due to the changes and little evidence in this field, given the
new business context, it is suggested to include other mediating variables such as
age, sex, education, and technology exposure. This would guarantee the structure of
the routes between entrepreneurial self-efficacy, entrepreneurial intention, and
innovative behavior. Finally, including a different design to the cross-sectional one
could provide us with significant findings, that is, longitudinal studies.
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