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Abstract
The negative effects of entrepreneurial activities on environment should not be
disregarded. Sustainable entrepreneurship has been recognized as a strategy
in rectifying environmental issues through entrepreneurial activities. However,
developing sustainable entrepreneurs is still in its infancy stage in Malaysia. Most of
the Malaysia’s small and medium enterprises (SMEs) still regard it as a new practice
and not many of them have actually embarked on it. As such, this study investigated
the formation process of intention towards sustainable entrepreneurship through
individual orientation and individual perception. This study surveyed 404 SMEs
owner-managers in Malaysia through self-administered questionnaires. The results
indicated that individual orientation positively and significantly related to intention
towards sustainable entrepreneurship. Meanwhile, the results also showed a significant
partially mediating role of individual perception between individual orientation
and intention towards sustainable entrepreneurship. This study contributed to the
literature by confirming that the formation process of intention towards sustainable
entrepreneurship was successfully influenced by two important determinants, namely
individual orientation and individual perception. Practically, it highlighted some crucial
factors in promoting sustainable entrepreneurship among SMEs in Malaysia.

Keywords: Entrepreneurship, intention, orientation, small and medium enterprises
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1. Introduction

Entrepreneurship has long been regarded as “engines of economic growth”. Undoubt-
edly, entrepreneurship has contributed positively to a country’s development. However,
it has also caused many environmental issues due to market failure in business activities
[1]. Over the years, researchers have urged that entrepreneurs should play a more active
role in resolving environmental issues through sustainable entrepreneurship [2]. Thus,
sustainable entrepreneurship could be deemed as a newway of doing business to leave

How to cite this article: Wei-Loon Koe, Shafinar Ismail, Mohd Halim Mahphoth, and Rizuwan Abu Karim, (2020), “The Mediating Role of Individual
Perception between Individual Orientation and Intention towards Sustainable Entrepreneurship” in International Conference on Economics, Business
and Economic Education 2019, KnE Social Sciences, pages 179–190. DOI 10.18502/kss.v4i6.6597

Page 179

Corresponding Author:

Wei-Loon Koe

koeweiloon@yahoo.com

Received: 7 February 2020

Accepted: 9 March 2020

Published: 23 March 2020

Publishing services provided by

Knowledge E

Wei-Loon Koe et al. This

article is distributed under the

terms of the Creative Commons

Attribution License, which

permits unrestricted use and

redistribution provided that the

original author and source are

credited.

Selection and Peer-review under

the responsibility of the

ICE-BEES 2019 Conference

Committee.

http://www.knowledgee.com
mailto:koeweiloon@yahoo.com
https://creativecommons.org/licenses/by/4.0/
https://creativecommons.org/licenses/by/4.0/


ICE-BEES 2019

a significant effect on economic, social and environmental development. However, many
entrepreneurs still regard sustainable entrepreneurship as something new to them.

The newness of sustainable entrepreneurship has caused the low participation from
entrepreneurs. InMalaysia, the number of small andmediumenterprises (SMEs) involved
in sustainable practices is still considered small. Research showed that there were about
15% of the SMEs has exercised sustainable practices in their operations [3]. Furthermore,
SMEs’ embarkation on sustainable management is still less embracing as compared
to their larger counterparts [4]. Although Malaysian government supports and reacts
positively to the 17 sustainable development goals (SDGs) established by United Nation
Development Program (UNDP), the low participation in sustainable entrepreneurship
could jeopardize the achievement of those 17 SDGs. Furthermore, the low motivation or
interest from the entrepreneurs could also slow down the development of sustainable
entrepreneurship and negatively impact the sustainability achievement of the country.

Therefore, developing a group of entrepreneurs who are prone to sustainable prac-
tices is crucial. As an initial step in encouraging entrepreneurs’ embarkation on sus-
tainable entrepreneurship, understanding of their intention to engage in sustainable
entrepreneurship is important. This is because it could help to provide a clear picture
on how entrepreneurs think, and what they need to balance up between the subjects of
business and sustainability. However, in the extant literature, studies regarding the psy-
chological aspect of sustainable entrepreneurship formation process are scarcely avail-
able. Question such as “what are the factors that influence individual’s intention towards
sustainable entrepreneurship” remains unanswered. As such, more studies should
be conducted to understand the entrepreneurs’ intention or motivation to engage in
sustainable entrepreneurship. In order to address the problems identified above, the
following research objectives were suggested to guide the study: (i) To determine the
influence of individual orientation on intention towards sustainable entrepreneurship;
and (ii) To examine the mediating effect of individual perception on the relationships
between individual orientation and intention towards sustainable entrepreneurship.

2. Literature Review

2.1. Intention towards sustainable entrepreneurship

Sustainable entrepreneurship could be deemed as a sub-topic under the umbrella of
entrepreneurship. Although there are many definitions can be found from the current
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literature, many of those definitions are centred around the issues of preserving eco-
nomics, environment, social and culture through entrepreneurial activities. However,
as sustainable entrepreneurship is getting more complicated and challenging, ethical
dimension should be emphasized as well. Thus, making it an entrepreneurial activity
which emphasizes on preserving five aspects, namely economics, environment, social,
culture and ethical [5]. This study adopted the definition suggested by Racelis [5]
because it was more comprehensive and complex than the other definitions found
in the literature.

Since sustainable entrepreneurship is a new field of study, there are many aspects
that worth studying. The extant literature has focused too much on its functions, prac-
tices and outcomes. Specifically, psychological aspect which focuses on individual’s
intention towards sustainable entrepreneurship has long been overlooked. It is a fact
that understanding of why some individuals act on sustainability and some do not
is important [6]. Like traditional entrepreneur, one would not become a sustainable
entrepreneur without any stimuli. The decision to become a sustainable entrepreneur
is definitely a planned behaviour. As explained in the theory of planned behaviour
(TPB), when someone has intention to do something, the person will end up doing it
[7]. Thus, intention could be considered as a reliable and good predictor for someone
to take-up sustainable entrepreneurship. Of course, intention is further influenced by
several factors such as attitude, social norms and perceived behavioural control [7].

2.2. Factors influencing intention towards sustainable
entrepreneurship

2.2.1. Individual orientation

In making an entrepreneurial decision, individuals are commonly influenced by informal
institutional environment element such as culture [8]. In addition to entrepreneurial
decision, culture was also an important impetus of moving people towards sustainable
development of society [9]. Since sustainable entrepreneurship is a combination of
entrepreneurial activities and sustainable development, the influence of culture on
intention towards sustainable entrepreneurship should not be neglected.

Individual orientation is one of the aspects in culture. In the context of this study,
individual orientation consisted of time orientation and sustainability orientation. Time
orientation could be deemed as the ways individuals deal with time, known as short-
term and long-term orientation [10]. Without doubt, it may take decades or centuries to
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harvest the outcomes from sustainable entrepreneurship [11]. Developing economics,
preserving environment and enhancing social are long-term efforts that require funds,
time and patience. Therefore, a person’s time orientation may cause him/her to react
differently to sustainable entrepreneurship. Meanwhile, sustainability orientation refers
to human-nature relationship orientation, which focuses on preservation or exploitation
of natural resources [12]. Ecological orientation was found to affect the types of business
start-ups established by new entrepreneurs [13]. In addition, previous studies have also
confirmed the link between sustainability orientation and entrepreneurial intention [14-
15].

2.2.2. Individual perception

Individual perception which affects a person’s entrepreneurial intention could be divided
into perceived desirability and perceived feasibility [16]. Perceived desirability refers to
the degree to which an individual feels attractive for a behaviour. While perceived
feasibility is the degree to which a person considers himself/herself has the ability to
perform a behaviour [17]. Indeed, many studies found that these two perceptions would
affect an individual’s entrepreneurial intention [18-19]. Although individual perception
has proven to positively affect entrepreneurial intention, many researchers have also
showed that it has a mediating role in the formation process of behavioural intention
[17, 20].

2.3. Research Model and Hypotheses

Past literatures have evidenced that individual orientation has a significant influence on
behavioural intention. Moreover, individual perception could act as a mediator between
individual orientation and behavioural intention. As such, the following research model
and hypotheses were suggested:

Figure 1: Research Model.

H1: Individual orientation significantly influences intention towards sustainable
entrepreneurship.
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H2: Individual perception mediates the relationship between individual orientation
and intention towards sustainable entrepreneurship.

3. Research Methodology

This study employed a quantitative research method. This was because all the vari-
ables could be operationalized and were quantifiable. Specifically, questionnaire survey
method was used. A self-administered questionnaire was developed based on the items
adapted from previous established questionnaires [12, 14, 21-22]. It was done so to
ensure the reliability and validity of items in questionnaire. All items were closed-ended
items and used 10-point Likert-type rating scale, ranging from “1 – strongly disagree”
to “10 – strongly agree”. The Cronbach’s alpha values obtained for all constructs were
well above the threshold of 0.70; thus, the construct’s reliability prevailed. The validity
was achieved because all items were grouped into their respective factors based on
the results obtained from exploratory factor analysis.

The population of this study was SMEs registered in the database of SME Corporation
Malaysia (SME Corp). SME Corp is a governmental agency which oversees the perfor-
mance and development of SMEs in Malaysia. Thus, it maintains a reliable and updated
database of SMEs inMalaysia. The samplewas selected by using proportionate stratified
sampling method according to the 13 states and two federal territories in Malaysia. The
sample size was determined by referring to Krejcie and Morgan’s table [23]. A total of
404 SMEs from all economic sectors were selected as the sample. The SMEs owner-
managers were the target respondents because they made major decisions in the
business.

The data collected were keyed into computer and Statistical Package for Social
Science (SPSS) was used for analyses. The first hypothesis (H1) was analysed by simple
regression test. Meanwhile, the second hypothesis (H2) was tested by using Baron-
Kenny approach [24] and Sobel’s test.

4. Findings and Discussions

4.1. Respondent's profile

The descriptive analysis found that more than three quarter of the respondents were
male (n=320; 79.21%). Most of them were from the servicing sector (n=255; 63.12%). Sole
proprietorship (n=298; 73.76%) business was the main form of business registration.
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About half of them (n=232; 57.43%) hired less than five full-time employees. In terms
of the knowledge in sustainable practices, majority of the firms (n=361; 89.36%) knew
about it.

4.2. Correlation, regression and mediation analysis

Pearson correlation analysis was performed prior to the regression analysis to ensure
that all variables were associated to each other. Furthermore, it was also to ensure that
multicollinearity did not exist. The results of Pearson correlation analysis were presented
in Table 1. The correlation coefficients (r) between pairs of variables ranged from 0.483
to 0.706. The results also showed that the variables were significantly (sig. < 0.001)
associated to each other. As all r-values were not extremely high; thus, multicollinearity
was not an issue. Therefore, regression analysis could be performed.

TABLE 1: Pearson correlation analysis.

ITSE IO IP

ITSE 1

IO 0.483∗∗ 1

IP 0.609∗∗ 0.706∗∗ 1

ITSE: Intention towards Sustainable Entrepreneurship;

IO: Individual Orientation; IP: Individual Perception

**. Correlation is significant at the 0.01 level (2-tailed).

This study adopted Baron-Kenny approach to test the two hypotheses (H1 and
H2) suggested. The approach was a four-step approach using regression analysis.
The first step was to determine the influence of individual orientation on intention
towards sustainable entrepreneurship, presented as “path c” in Fig 2. The results
were summarized in Table 2. It was found that individual orientation had a positive
and significant influence on intention towards sustainable entrepreneurship (β=0.483;
sig.<0.001). This indicated that the first assumption in Baron-Kenny test was fulfilled. In
addition, H1 was also supported.

Figure 2: Path C.

The second step in Baron-Kenny approach was to determine the influence of indi-
vidual orientation on individual perception, which is the “path a” in Fig. 3. The results
of regression were showed in Table 3. Individual orientation positively and significantly
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TABLE 2: Regression analysis I.

Standardized
Beta

t Sig.

Individual Orientation 0.483 11.050 <0.001

F-statistics (sig.) 122.095 (<0.001)

R2 0.233

Dependent variable: Intention towards Sustainable Entrepreneurship

(β=0.760; sig. <0.001) affected individual perception. Again, it showed that the second
assumption in Baron-Kenny test was met.

Figure 3: Path A, Path B and Path C’.

TABLE 3: Regression analysis II.

Standardized
Beta

t Sig.

Individual Orientation 0.760 23.414 <0.001

F-statistics (sig.) 548.206 (<0.001)

R2 0.577

Dependent variable: Individual Perception

The third step was to determine to what extant did individual orientation and indi-
vidual perception influence the intention toward sustainable entrepreneurship. The
relationship was illustrated as “path b” and “path c”’ in Fig 3. The regression results
were summarized in Table 4. A positive and significant relationship (β=0.573; sig.
<0.001) was found between individual perception and intention towards sustainable
entrepreneurship. It confirmed that the third assumption in Baron-Kenny approach was
achieved.

The last step was to compare the standardized beta of path c to path c’. Both values of
standardized beta were derived from Table 2 and Table 4. The comparison was showed
in Fig. 4 and Table 5. The standardized beta shrunk from 0.483 to 0.047. Furthermore,
the R2 also increased from 0.233 to 0.372. As such, there was a partially mediating
effect of individual perception between individual orientation and intention towards
sustainable entrepreneurship.
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TABLE 4: Regression analysis III.

Standardized
Beta

t Sig.

Individual Orientation 0.047 0.780 0.436

Individual Perception 0.573 9.417 <0.001

F-statistics (sig.) 118.701 (<0.001)

R2 0.372

Dependent variable: Intention towards Sustainable Entrepreneurship

Figure 4: Comparisons of Path C and Path C’.

TABLE 5: Comparison of Standardized Beta of Path C and Path C’.

Standardized
Beta Path C

Standardized
Beta Path C’

Results

Individual Orientation 0.483 0.047 Partially Mediation

Mediator: Individual Perception

Dependent variable: Intention towards Sustainable Entrepreneurship

Regression results denoted a partially mediating effect of individual perception
between individual orientation and intention towards sustainable entrepreneurship.
Sobel’s test was performed to determine the indirect effect and whether such mediating
effect was significance. The results were summarized in Table 6. The z-score (8.745)
and sig. value (<0.001) confirmed that the indirect effect of individual perception
between individual orientation and intention towards sustainable entrepreneurship
was significant. The partially mediating effect identified from Baron-Kenny test and
the significant indirect effect obtained from Sobel’s test has caused H2 was partially
supported.

TABLE 6: Results of Sobel’s Test.

Relationship a s𝑎 b s𝑏 z Sig.

IC – IP – ITSE 0.796 0.034 0.773 0.082 8.745 <0.001
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4.3. Discussion

Based on the analyses performed in the previous section, the first hypothesis (H1)
was supported while the second hypothesis (H2) was partially supported. Individual
orientation significantly influenced the intention towards sustainable entrepreneurship.
The result supported previous studies [13-15]. As known, it may take a long time to
harvest from sustainable entrepreneurship. Therefore, people who possess long-term
orientation would have intention towards sustainable entrepreneurship. Those individ-
uals normally have patience and do not emphasize on immediate returns. Furthermore,
people who come from a culture which concerns about nature preservation are also
prone to sustainable entrepreneurship. Those people understand about the importance
of natural environment to human’s wellbeing. Therefore, the significant relationship
between individual orientation and intention towards sustainable entrepreneurship sig-
nifies that developing a culture which orients to long-term gains and nature preservation
is vital in developing sustainable entrepreneurs.

Individual perception partially mediated the relationship between individual orienta-
tion and intention towards sustainable entrepreneurship. The findings obtained in this
study conformed to the previous studies that perception had a mediating role in the for-
mation process of behavioural intention [17, 20]. However, the partially mediation effect
obtained in this study denoted that individual’s perception accounted for some, but not
all, of the relationship between individual orientation and intention towards sustainable
entrepreneurship. In other words, individual perception could be treated as one of the
intervening routes in the above relationship and was not the only one. This also meant
there were other factors that could mediate the relationship. The result further explained
that individual orientation influenced people’s individual perception, and individual
perception subsequently affected intention towards sustainable entrepreneurship. This
sequential relationship showed that perception was a factor which should not be
neglected in the formation process of intention towards sustainable entrepreneurship.
Therefore, developing a favorable perception and competitive capability on sustainable
entrepreneurship are equally important in bolstering sustainable entrepreneurship.

5. Conclusion

This study aimed to identify the relationship between individual orientation and intention
towards sustainable entrepreneurship and the mediating effect of individual perception
in that relationship. Based on the results obtained from the analyses, it could be

DOI 10.18502/kss.v4i6.6597 Page 187



ICE-BEES 2019

concluded that individual orientation significantly influenced the intention towards sus-
tainable entrepreneurship. Furthermore, the relationship between individual orientation
and intention towards sustainable entrepreneurship was significantly partial mediated
by individual perception. The results suggested that a culture which stressed on long-
term gains and nature preservation was crucial in promoting sustainable entrepreneur-
ship. The individual orientation could help to develop a favourable perception and
competitive capabilities on sustainable practices in business. In addition, building a
positive perception and superior capabilities is equally important in the process of
developing intention towards sustainable entrepreneurship.
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