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Abstract

Small business performance is a key concern around the globe as small businesses play a vital role in fostering
economic growth and development. Despite the increasing research on enhancing small business performance, most
small businesses still fail within the first three years of operations. As such, unearthing the underlying aspects on how
several factors affect small business performance continues to be an important research agenda. This study focuses on
examining the mediating effect of entrepreneurial mindset and openness to experience on the relationship between
entrepreneurial self-efficacy (ESE) and small business performance. The empirical findings indicate that both
entrepreneurial mindset and openness to experience fully mediate the ESE-performance relationship. These findings
act as an enrichment of our current understanding of the ESE-performance relationship. The study culminates by
providing both theoretical and practical implications for entrepreneurship theory and practice.

Keywords: entrepreneurial self-efficacy, entrepreneurial mindset, openness to experience, firm performance, small

businesses.
JEL Classification: M13, M21, M51, L25.

Introduction

Small businesses play a vital role in fostering
economic growth and development. As such, it has
been a key concern amongst scholars around the globe
in determining the factors that can enhance the
performance of small businesses so that they can
continue to grow and provide their benefits to society
(Arend, 2014; Blackburn, Hart & Wainwright, 2013;
Alasadi & Sabbagh, 2015; Leitner & Guldenberg,
2010; Oladapo & Onyeaso, 2012; Ong & Ismail, 2012;
Subrahmanya, 2011). Coad (2007) explicates that it is
imperative to enhance the performance of small
businesses, as poor performance can result in business
failure. Recurrent literature that aims at examining the
factors that determine small business performance
have elucidated the key role that entrepreneurial traits
play in enhancing small business performance (Begley
& Boyd, 1987; Koenig, Schlaegel & Gunkel, 2013;
Neneh, 2011; Ong & Ismail, 2012; Oyeniyi & Adeniji,
2010; Poon, Ainuddin & Junit, 2006; Roper, 1998).
One of such entrepreneurial trait that has received
enormous interest in recent years is Entrepreneurial
self-efficacy (ESE) (Khedhaouria, Gurau & Torres
2014; Klyver & Thornton, 2010; Torres & Watson,
2013). ESE refers to an individual’s beliefs regarding
their capability in discovering and exploiting
opportunities in the process of starting and growing a
business (Klyver & Thornton, 2010).

ESE is vital to the performance of small businesses
because the decisions and actions of a small business
owner directly influence the direction of the firm and
consequently its overall performance. As such, an
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entrepreneur’ beliefs in his/her capability to produce
the desired results in an entrepreneurial pursuit directly
affects the businesses performance (Baum & Locke,
2004; Markman, Baron & Balkin, 2005). Chen et al.
(1998) showed that ESE was vital for entrepreneurs to
successfully complete the tasks of running a small
business. Khedhaouria et al. (2014) expanded on the
model of Chen et al. (1998) to demonstrate that ESE
had a significant positive correlation with firm
performance. Similarly, several studies (Baum &
Locke, 2004; Hmieleski & Baron, 2008; Khedhaouria
et al., 2014; Kickul et al., 2009; Torres & Watson,
2013) have highlighted the significant influence of
ESE on business performance.

Existing evidence (Forbes, 2005; Hmieleski & Baron,
2008) expounds that entrepreneurs with high levels of
ESE often set challenging growth expectations for
their businesses and persevere in their efforts to
accomplish the set goals. This is because ESE also
guides the choice of activities that an entrepreneur
engages in, as well as, their level of persistence
(Bandura, 1997). However, the scope of activities an
entrepreneur can perform are based on the individual’s
bulk of knowledge and competences in that domain
and can thus affect the ESE-performance relationship.
Consequently, several factors pertinent to the
individual entrepreneur as well as situational factors
could affect the ESE-performance relationship. For
example, Hmieleski & Baron (2008) showed that
although ESE had a strong positive influence on firm
performance, the relationship was moderated by
optimism and industry conditions. In order to be
optimistic and survive in difficult and uncertain
industry conditions, entrepreneurs are required to
exploit an entrepreneurial mindset (Haynie,
Shepherd, Mosakowski & Earley, 2010; Ireland, Hitt
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& Sirmon, 2003). Ireland et al. (2003) define an
entrepreneurial mindset as “the ability to rapidly
sense, act, and mobilize, even under uncertain
conditions” (Ireland et al., 2003, pp. 963-989).
According to Mauer et al. (2009), the entrepreneurial
mindset can be enacted by ESE.

Similarly, an entrepreneur’s level of persistence
through challenging situations can be explained by
his/her level of engagement (Martinez & Bryant,
2014). Studies (Komarraju et al., 2005; Sanchez-
Cardona et al., 2012) suggest that variances in such
levels of engagement are explained by openness to
experience, which enables entrepreneurs to view
challenges as avenues for learning and broadening
their knowledge. Openness to experience is defined as
the “proactive seeking and appreciation of experience
for its own sake, and as toleration for and exploration
of the unfamiliar” (Piedmont, 1998, p. 87). Hartman
and Betz (2007) showed that openness to experience
was significantly related to self-efficacy for creative
and intellectual pursuits. This can be explained by the
proposition that once entrepreneurs start seeing
challenges as opportunities for learning, they can then
continuously believe in their ability to discover and
exploit opportunities amidst challenging
circumstances. Based on the above discussion, it can
be expected that engaging in the right entrepreneurial
mindset as well as being open to experience could act
as possible channels through which ESE can have an
impact on a firms’ performance. ESE represents
beliefs of one’s capabilities that need to be translated
into actual entrepreneurial task outcomes in order to
influence a firm’s performance. As such, while
entrepreneurs might currently benefit from the existing
evidence supporting the direct ESE-performance
relationship, having a deeper understanding of how the
perceived capabilities translate to actual objective of
enhancing the firm’s performance is imperative in
shaping entrepreneurship theory and practice.
Consequently, this study has as main objective to
examine the mediating effects of entrepreneurial
mindset and openness to experience on the ESE-
performance relationship.

1. ESE and firm performance

In the last two decades, numerous studies have focused
on examining the role of self-efficacy in different
aspects  of  entrepreneurship, ranging from
entrepreneurial intentions to firm performance (Chen
et al., 1998; Boyd & Vozkis, 1994; Khedhaouria et al.,
2014; Kickul et al., 2009; Baum & Locke, 2004). With
respect to firm performance, several studies (Baum &
Locke, 2004; Hmieleski & Baron, 2008; Kickul et al.,
2009; Torres & Watson, 2013; Khedhaouria et al.,
2014) have shown consistency in a direct positive
relationship between ESE and firm performance. This
suggests that the more entrepreneurs are confident in

272

their ability to successfully complete entrepreneurial
task, the more likely they are to lead their businesses to
better performance. Entrepreneurs with high levels of
ESE always set challenging performance goals for
their firms and adopt several strategies in achieving the
set goals (Hmieleski & Baron, 2008). Hence,
following this line of discussion, this study
hypothesizes that ESE has a significant positive
influence on firm performance.

HI: ESE has a significant positive impact on small
business performance.

2. The mediating effect of entrepreneurial mindset

As earlier indicated, having an entrepreneurial mindset
requires an individual to be able to rapidly sense, act
and mobilize even in uncertain circumstances to
exploit entrepreneurial opportunities. The
entrepreneurial mindset has been considered central in
entrepreneurship with several studies (Neneh, 2012;
Ireland et al., 2003) indicating that it enhances the
success and performance of businesses. Haynie et al.
(2010) emphasized the need to view the
entrepreneurial mindset as a metacognitive capability.
According to Flavell (1987) metacognitive capabilities
enable an individual to be able to have a cognisant
understanding of people, task, and strategy. He further
emphasized that metacognition represents a person’s
full understanding of their motivations, strengths, and
weaknesses. In the context of entrepreneurship,
entrepreneurial motivation has been known to guide
entrepreneurial behaviors (Shane, 2000; Neneh, 2012)
while a good understanding of strengths and
weaknesses is vital for strategy formulation. One way
of enabling entrepreneurs to determine their
motivation, strength and weaknesses is by examining
the level of ESE as ESE provides them with the ability
to evaluate their own competence in completing
entrepreneurial task. As such, if an entrepreneurial
mindset is viewed as a metacognitive capability, then it
is not surprising to acknowledge the views of Mauer et
al. (2009) that ESE enacts the entrepreneurial mindset.
In this light, this study hypothesizes that ESE has a
significant positive impact on entrepreneurial mindset.

H2: ESE has a significant positive impact on the
entrepreneurial mindset.

While it has been indicated above that ESE has a
significant influence on firm performance, simply
having ESE might not provide a full understanding of
the ESE-performance relationship. This is because
ESE is only based of perception of capabilities and
these have to be translated into action to ensure firm
performance. The fact that ESE can enact the
entrepreneurial mindset which involves real action in
pursuing entrepreneurial opportunities could suggest
that the ESE-performance relationship can be
mediated by the entrepreneurial mindset. In order to



survive in the current competitive business
environment, small business owners need to
continuously seek new opportunities and develop
strategies to exploit them (Haynie et al., 2010; Ireland
et al., 2003). Existing evidence (Munoz, Mosey &
Binks, 2011; Neneh, 2012) suggests that such
opportunity recognition is achieved by developing an
entrepreneurial mindset. As such, this study
hypothesizes that the entrepreneurial mindset mediates
the ESE performance relationship.

H3: Entrepreneurial mindset has a significant
influence on firm performance.

H4: The ESE-performance relationship is mediated
by the entrepreneurial mindset.

3. The mediating effect of openness to experience

Individuals who are open to experience have been
widely associated with characteristics such as
innovativeness, creativity, tolerance of ambiguity, risk
taking and autonomy (Farrington, 2012). These are
entrepreneurial traits that have been widely known to
have a positive impact on a firm’s success and
performance (Khedhaouria et al., 2014). It is therefore
not surprising that several studies (Farrington, 2012;
Thal & Bedingfield, 2010; Nadkarni & Herrmann,
2010) have shown that openness to experience has a
significant positive influence on the firm performance.
People who are high in openness to experience always
seek out new ideas and employ creativity in pursuing
these ideas (Farrington, 2012). The generation of new
ideas is vital for enhancing an organizations’
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product/process innovation which in turn positively
impacts on firm performance.

Some aspects of openness to experience like
innovativeness and risk taking are objective aspects of
the perceived ESE capabilities (e.g. see Chen et al.,
1998). Markman et al. (2005) explicate that
perceptions usually translate to actions. This probably
explains the strong relationship between ESE and
openness to experience for creative and intellectual
pursuits (Hartman & Betz, 2007). Generally, people
tend to engage in new experiences when they believe
in their capabilities to engage in the experiences
(Sanchez-Cardonaa et al., 2012). As such, it can be
expected that ESE significantly affects openness to
experience. Furthermore, since openness to experience
has a positive impact on firm performance, it can be
expected that openness to experience will mediate the
relationship between ESE and firm performance. In
this light, the following hypotheses are established to
determine the mediating effect of openness to
experience on the ESE-performance relationship.

H5: ESE has a significant influence on openness to
experience.

H6: Openness to experience has a significant
influence on firm performance.

H7: Openness to experience mediates the ESE-
performance relationship.

A summary of all hypotheses established above are
presented in Figure 1 below.

Entrepreneurial
mindset

H3

Firm

H1

H7

Openness to
experience

performance

H6

Fig. 1. Schematic representation of hypothesized models

4. Methodology

4.1. Sample and data collection. Data were collected
by means of self-administered questionnaires. The
sample comprised of entrepreneurs in the Mangaung
metropolitan municipality in the Free State province of
South Africa. Due to the lack of a database of
entrepreneurs in the Free State and South Africa in

general, the convenience sampling method was
adopted and supplemented with snowball sampling.
Potential respondents from the study were identified
from the Yellow pages directory and then visited at
their business locations. A total of 320 questionnaires
were administered of which 200 were fully completed
and returned resulting in a 62.5% valid response rate.
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4.2. Variables and measures. Four key variables
were used in the study, namely: ESE, entrepreneurial
mindset, openness to experience, and firm
performance. This study adopted several standard
measurement instruments from existing literature that
has been widely used and validated across several
studies. Questionnaire items were measured on a five-
point scale with 1 representing “strongly disagree” and
five representing “‘strongly agree”. ESE was measured
using the widely used ESE scale by of Chen et al.
(1998). The scale measures ESE based on
entrepreneurs perceived capabilities in successfully
completing task in five business domains namely:
marketing, management, innovation, risk-taking, and
financial control. The scale comprises of 22-items and
the total ESE is computed by summing the items in all
five domains. Entrepreneurial mindset was measured
using existing self-assessment questions adopted from
prior studies (Dweck, 2006; Neneh, 2012). Openness

to experience was measured using the corresponding
extracts from the Ten Item Personality Inventory
(TIPI) scale by Gosling, Rentfrow and Swann (2003).
Firm performance was measured using a combination
of financial and nonfinancial measures. The different
measures used following prior studies (Farrington,
2012; Hmieleski & Baron, 2008; Koenig et al., 2013;
Ong & Ismail, 2012; Oyeniyi, & Adeniji, 2010) are
sales growth, profits, growth in market share, and
customer satisfaction.

5. Results and discussions

Principal component analysis was performed on the
data using the Verimax rotation. A total of 18 out of
the 22 factors by Chen et al. (1998) loaded into five
factors (marketing, innovation, management, risk-
taking, and financial control) eigenvalues greater
than 1, and accounting for 80.08% of the total
variance. The 18 factors loaded with values greater
than 0.7. The results are presented in Table 1 below.

Table 1. Component analysis of ESE factors

Components

1 2 3 4 5

Marketing

Set and meet market share goals

0.701

Set and meet sales goals

0.728

Establish position in product market

0.713

Conduct market analysis

0.747

Expand business

0.756

Innovation

New venturing and new ideas

0.840

New products and services

0.897

New methods of production, marketing and management

0.733

Management

Reduce risk and uncertainty

0.915

Strategic planning and develop information system

0.760

Manage time by setting goals

0.827

Establish and achieve goals and objectives

0.921

Risk-taking

Take calculated risks

0.761

Take responsibility for ideas and decisions

0.862

Work under pressure and conflict

0.786

Financial control

Perform financial analysis

0.811

Develop financial system and internal controls

0.841

Control cost

0.818

Number of items (N)

5 3 4 3 3

Eigenvalue

7.71 2.99 1.85 1.42 1.24

Percentage of variance

40.55 15.79 9.72 7.47 6.55

Cronbach alpha

0.839 0.743 0.920 0.14 0.817

The score for each sub domain of the ESE was
calculated by averaging the total items for the sub
domain and the total ESE score was calculated by
averaging all the 18 items. Reliability analysis using
Cronbach’s alpha was calculated for each of the sub
domains of the ESE and the results depicted in
Table 1 indicate that all five sub-domains had alpha
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values greater than 0.7 indicating good reliability. It
is imperative to recall here that the components of
self-efficacy do not depict actual skills of the
entrepreneur or practices of his/her business but on
the entrepreneur’s perception of his/her competency
in performing specific business task (Markman et
al., 2005).
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Table 2. Correlation matrix

Mean SD. 1 2 3 4 5 6 7 8 9
1 | Marketing 2.70 0.75 1
2 | Management 1.80 0.78 -0.39* 1
3 | Innovation 2.87 0.67 -0.72** 0.43** 1
4 | Risk taking 217 0.61 -0.16* 047" 0.35™ 1
5 | Finance 417 048 | 040" | 023 0.44* 0.24" 1
6 | Total ESE 2.76 032 | -019% | o061 0.52" 0.67* 0.41* 1
7 En'i‘r:’despgt“'”e“”a' 3.45 0.62 0.10 0.23" 0.17* 0.20" 0.09 0.27* 1
8 Sxppinr?;fcsem 3.44 068 | -019% | 022 0.33" 0.25" 0.28" 044 | 0.39* 1
9 | Firm performance 2.99 0.70 0.13 0.20* -0.02 0.08 -0.14* 025" | 049" 0327 |1

The descriptive data indicate that financial control
(mean = 4.17) is the most common ESE domain that
the entrepreneurs believe they can successfully
complete the designated task while the management
domain (mean = 1.80) is where entrepreneurs
believe their capabilities are insufficient. The
overall ESE of the entrepreneurs is moderate (mean
2.17) while the level of entrepreneurial mindset and
openness to experience are almost the same.
Furthermore, it is also seen that marketing has a
significant negative relationship with management,
innovation, financial control, total ESE and
openness to experience. As such, entrepreneurs who
believe they have high marketing capabilities tend
to fall short in other aspects of running a small
business. The findings are contrary to that of Chen
et al. (1998) who found significant positive
relationships between marketing and all the other
four components of ESE. All the other four domains
of ESE had significant positive relationships with
each other which are incongruent with prior studies
(Chen et al., 1998). The positive relationship
between management and openness to experience is
in line with the findings of D’souza and Saelee
(2014) who established that management students
had a significantly higher level of openness to
experience than accounting and marketing students.
It is rather surprising however, that marketing has a
significant negative relationship with openness to
experience given that people high in openness to
experience are creative and imaginative which are
great qualities in marketing. The significant positive
relationship between openness to experience and

innovativeness and risk taking is congruent with
prior studies (Batey & Furnham, 2006; Patterson et
al., 2009; Yesil & Sozbilir, 2013; Harrison et al.,
2006; McGhee et al., 2012; Ghafari et al., 2014;
Saeed et al., 2013).

Entrepreneurial mindset has a significant positive
relationship with management, innovation, risk-
taking, total ESE, openness to experience and firm
performance. These findings are consistent with
existing studies. For example, Neneh (2012) showed
that risk-taking had a significant relationship with
entrepreneurial mind-set; Mauer et al. (2009) and
Sinclair (2012) explicated that ESE was vital in
successfully enacting and developing the
entrepreneurial mindset; while several researchers
(Dhliwayo &Vuuren, 2007; Neneh, 2012; Njeru,
2010) expound that an entrepreneurial mindset can
be exhibited through innovativeness. It was further
interestingly noticed that while entrepreneurs rated
their financial control capabilities as high, financial
control had a significant negative relationship with
firm performance. This thus indicates that their over
estimation of their financial capabilities do not
translate to actual firm performance which is
contrary to the fact that actual financial management
practices and skills directly translate to positive firm
performance (Horngreen et al., 2000).

5.1. Mediating effect of entrepreneurial mindset.
In order to test the hypotheses, cross sectional
analyses were performed and the findings are
presented in Table 3 and Table 4 below.

Table 3. Mediating effect of entrepreneurial mindset

Models
Variables Model A (H1) Model B (H2) Model C (H3) Model D (H4)
Beta | Sig. Beta | Sig. Beta | Sig. Beta l Sig.
Control variables
Constant 0.625 0.135 0.005 0.191
Log (Size) 0.285 0.003*** 0.285 0.001*** 0.273 0.002***
Log (Age) -0.097 0.307 -0.078 0.356 -0.078 0.352
Independent variable
Total ESE 0.212 0.028** 0.274 0.006 0.092 0.296

275



Problems and Perspectives in Management, Volume 13, Issue 4, 2015

Table 3 (cont.). Mediating effect of entrepreneurial mindset

Models
Variables Model A (H1) Model B (H2) Model C (H3) Model D (H4)
Beta | Sig. Beta | Sig. Beta | Sig. Beta | Sig.
Mediator
Entrepreneurial mindset | | 0468 |  0.000™ 0444 | 0000
F-value 5.749 15.493 7.978 11.904
F-value (sig.) 0.001** 0.000** 0.006™* 0.000**
R? 0.152 0.326 0.075 0.334
Adjusted R? 0.126 0.305 0.066 0.306
Re-change 0.182
F-change 25.911
F-change (Sig.) - 0.000"*

Model A addressing hypothesis H1. Model B addresses hypothesis H2. Model C addresses hypothesis H3 and model D hypothesis H4. Re-change and F-change
indicate the effecting of adding entrepreneurial mindset to the relationship between ESE and performance tested in model A.

The results in Table 3 followed the four step approach
by Baron and Kenny (1986) in determining the
mediating effect of entrepreneurial mindset on the
relationship between ESE and firm performance.
Model A provides support for hypothesis HI
indicating that ESE has a significant positive impact
on firm performance. The findings are congruent with
existing studies (Baum & Locke, 2004; Markman,
Baron & Balkin, 2005; Gurau & Torres, 2014;
Hmieleski & Baron, 2008; Kickul et al., 2009; Torres
& Watson, 2013; Khedhaouria et al., 2014). This
further supports existing theories on the importance of
self-efficacy in enhancing performance in different
domains of human functioning (Bandura & Locke,
2003). Model B provides support for hypothesis H2
depicting a significant positive relationship between
ESE and entrepreneurial mindset. This supports the
allusion by Mauer et al. (2009) that self-efficacy is
necessary in successfully enacting the entrepreneurial
mindset. However, most studies (Haynie et al., 2010;
Neneh, 2012; Ozgen, 2011) examining the factors that
affect an entrepreneurial mindset have not examined
the influence of ESE.

In model C, it is seen that the entrepreneurial
mindset has a significant positive influence on firm

performance. As such, hypothesis H3 is supported.
This is in line with prior studies (Brown &
Eisenhardt, 1998; Njeru, 2012) that have also
emphaszed the positive impact of entrepreneurial
mindset on firm performance. In model D it is
observed that the addition of entrepreneurial
mindset on the relationship between ESE and
performance accounts for 18.2% of the total
variance explained (R’-change) and the change is
significant at the 1% level (F-change = 250911,
p <0.001). Also it is observed that entrepreneurial
mindset significantly predicts firm performance while
the significant effect of ESE on firm performance
completely disappears as the effect becomes
insignificant (p > 0.05). As the ESE-performance
relationship becomes insignificant after the addition
of the mediator variable (entrepreneurial mindset),
the findings support the existence of perfect
mediation as explicated in the Baron and Kenny
(1986) model. This therefore supports hypothesis H4
that entrepreneurial mindset is a significant mediator
of the ESE-performance relationship.

Next, the mediating effect of openness to experience
on the ESE performance relationship was examined
and the findings are depicted in Table 4 below.

Table 4. Mediating effect of openness to experience

Models
Variables Model E (H5) Model F (H6) Model G (H7)
Beta | sig. Beta | Sig. Beta |  Sig.
Control variables
Constant 0.001** 0.071 0.355
Log (Size) 0.352 0.000 0.340 0.000
Log (Age) -0.045 -4.93 -0.049 0.593
Independent variable
Total ESE 0.439 0.000"* 0.065 0.529
Mediator
Openness to experience 0.349 0.000** 0.319 0.003
F-value 23.354 9.331 7.054
F-value (sig.) 0.000*** 0.000 0.001
R? 0.192 0.226 0.229
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Table 4 (cont.). Mediating effect of openness to experience

Models
Variables Model E (H5) Model F (H6) Model G (H7)
Beta | Sig. Beta | Sig. Beta |  Sig
Adjusted A2 0.184 0.202 0.197
Re-change 0.077
F-change 9.451
F-change (Sig.) 0.003**
Model E addressing hypothesis H5, while model F addresses hypothesis H6 and model G hypothesis H7. Re-change and F-change indicate the effecting of
adding openness to experience to the relationship between ESE and performance tested in model A.

In examining the mediation effect of openness to
experience, the initial ESE-performance relationship is
not included in Table 4 to avoid duplication as it has
been discussed in Table 3 above. Model E provides
support for hypothesis H5 indicating a significant
positive impact of ESE on openness to experience.
Similarly, Hartman and Betz (2007) pointed out the
existence of a strong relationship between self-efficacy
and openness to experience for creative and
intellectual pursuits. Model F depicts the regression
model indicating the influence of openness to
experience on firm performance. It was observed that
openness to experience had a significant positive
influence on firm performance. This finding supported
hypothesis H6. This corroborates the findings of
existing studies (Farrington, 2012; Nadkarni &
Herrmann, 2010; Thal & Bedingfield, 2010) which
indicated that openness to experience had a strong
positive impact on firm performance.

In Mode G, it was observed that openness to
experience provided complete/perfect mediation on
the ESE-performance relationship. This is because
the addition of openness to experience to the ESE-
performance relationship made ESE insignificant in
predicting firm performance (p > 0.05). The
addition of openness to experience accounted for a
significant variation of 7.7%. This supports
hypothesis H7 that openness to experience fully
mediates the ESE-performance relationship.

Contributions

Several theoretical and practical contributions
emerge from this study. Firstly, the findings of this
study contribute to the existing literature on self-
efficacy. Existing evidence suggests a significant
direct positive impact of self-efficacy on firm
performance (Baum & Locke, 2004; Markman et
al., 2005; Kickul et al., 2009; Torres & Watson,
2013; Khedhaouria et al., 2014). Hmieleski & Baron
(2008) further showed that the relationship is
moderated by optimism and industry conditions.
Researchers have primarily focused on the direct
link between self-efficacy and firm performance
because it is widely acknowledged that actions are a
direct consequence of what people believe they can
do as opposed to what is objectively true (Markman

et al., 2005). However, it is plausible to assume that
beliefs on one’s ability to perform entrepreneurial
task can only be objectively translated to firm
performance through real actions. Such real actions
can only stem from aspects like entrepreneurial
mindset which is the active pursuit of opportunities
backed by actions aimed at exploiting the
opportunities (Neneh, 2012) and openness to
experience which aids the entrepreneur in acquiring
knowledge and skills in the domain of the specific
task. By examining the mediating effect of these
two factors on the ESE-performance relationship,
this study showed that both an entrepreneurial
mindset and openness to experience fully mediates
the ESE-performance relationship. This depicts that
ESE rather has an indirect effect of firm
performance through mediating factors like
entrepreneurial mindset and openness to experience
as opposed to the direct relationship hypothesized in
prior studies (e.g. Baum & Locke, 2004). The
findings further showed that ESE should rather be
considered as a factor that enhances an individual’s
entrepreneurial mindset and openness to experience
in order to enhance their ability to successfully carry
out the task required for improving a firm’s
performance. Prior studies (Haynie et al., 2010;
Neneh, 2012; Ozgen, 2011) that examine the factors
that enhance entrepreneurial mindset have not
looked at the influence of self-efficacy thus
indicating this contribution to existing literature.

The study also has practical implications for small
business owners around the world and South Africa
specifically. With the high failure rate of small
businesses in South Africa, there has been increasing
interest in determining factors that can enhance the
performance of South African small businesses
(Mohutsiwa, 2012; Neneh & Van Zyl, 2012; Neneh,
2012; Farrington, 2012). Neneh (2012) showed the
need for enhancing an entrepreneurial mindset in the
South African small business sector to boast
performance while Farrington (2012) showed the
significant positive influence of openness to
experience on the performance of South African small
businesses. This study supports the existing evidence
(Neneh, 2012; Farrington, 2012) and fortifies the call
for developing these two competencies among South
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African entrepreneurs as a means of enhancing their
firm’s performance. This study goes beyond the
existing studies to show that enhancing entrepreneurial
ESE among South African entrepreneurs can be a
valuable approach to enhancing these two
competencies as ESE showed a significant positive
influence on both factors.

Conclusion

This study established and empirically tested a model
for examining the relationship between ESE and firm
performance through the mediating factors of
entrepreneurial mindset and openness to experience.
Prior studies had identified the importance of ESE and
showed its direct relationship with firm performance.
However, little had been accomplished in fully
explicating the path through which perceived
capabilities (ESE) translates into actual objective of
enhancing the firm’s performance. The fact that the
ESE-performance relationship is moderated by factors
such optimism and industry conditions (Hmieleski &
Baron, 2008) calls for the need to understand how ESE
can enhance firm performance in turbulent industry

conditions. As such, entrepreneurial traits like the
entrepreneurial mindset and openness to experience
were deemed as important factors for ensuring
entrepreneurial success in difficult times (Haynie et al.,
2010; Ireland et al., 2003). The findings indicated that
both the entrepreneurial mindset and openness to
experience fully mediated the ESE performance
relationship. These findings have significant
implications for entrepreneurship theory and practice
and it sheds sufficient light of the widely
acknowledged ESE-performance relationship. It
clearly explicates how thought out capabilities (ESE)
translate into action capabilities (entrepreneurial
mindset and openness to experience) in order to have
a tangible impact on firm performance. For example,
simply believing that one is innovative does not result
in a magical innovative services or product. But once
the entrepreneur acts on this belief through openness
to experience which enables him/her to proactively
seek new knowledge and combine ideas through
creativity, the result is the development of a tangible
innovation that can have a direct consequence on the
firms’ performance.
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