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ABSTRACT

Objective - This research clarifies how entrepreneurial self-efficacy (ESE) affects performance, and entrepreneurial passion
(EP) may vary the ESE- firm performance relationship as a mediator.

Methodology/Technique — The data was collected using a questionnaire distributed to 400 entrepreneurs in Sakon
Nakhon, Nakhon Phanom, and Mukdahan Province, Thailand. All measures had acceptable Cronbach’s alpha
reliabilities. Descriptive statistics, mean, and standard deviation were used to analyze the data. The conceptual model
and hypotheses were tested by using linear regression analysis. Confirmatory factor analysis was used to test construct
validity.

Finding — The results show that the entrepreneurial self-efficacy had no effect of multicollinearity in the independent
variables (Hair et. al., 2014). Therefore, it was possible to test the equation analysis based on the hypothesis using linear
regression. In terms of direct relationship testing, entrepreneurial self-efficacy directly had a significant positive impact
on firm performance and passion. In addition, entrepreneurial passion directly influenced firm performance. In terms of
indirect relationship testing, entrepreneurial passion is a partial mediation for entrepreneurial self-efficacy and firm
performance.

Novelty — This paper examines how self-efficacy (ESE) affects firm performance and how self-efficacy (ESE) affects
firm performance when mediated by passion. This study may provide for higher accomplishment and greater
performance.

Type of Paper: Empirical.
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1. Introduction

Small and medium enterprises are considered a significant drive for innovation, economic growth,
competitiveness and prosperity (Office of Small and Medium Enterprise Promotion, 2014).
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The field of entrepreneurship represents an increasingly dynamic productive force in the economy
(Gavron et. al., 1998). Business creates new job and increases welfare and society values, which leads to
economic growth and prosperity. In 2014, Thailand had a total of 2,736,744 SMEs accounting for 99.7% of
all enterprises in the country. Thai SMEs generated employment of 10,501,166 people accounting for 80.3%
of all employment and created value for the gross product in gross domestic product (GDP) at 5,212,004-
million-baht accounting for 39.6% of GDP. Despite the large numbers of SMEs, most of them are small
enterprises. The proportion of medium enterprise is only at 0.5% of all SMEs while the proportion of
medium-sized enterprises is at 5-10% in developed countries. This reflects the many limitations discouraging
development from small enterprises to medium enterprises such as management knowledge, management
capability, sufficient capital gathering or effective employee maintenance. A small number of medium
enterprises referred to as the ‘missing middle’ present an obstacle of economic growth and innovation (Office
of Small and Medium Enterprise Promotion, 2014). To achieve greater performance of enterprises in
countries, focus should be directed on the development and encouragement of entrepreneurship.

Performance achievement is a result of great motivation, ability, and chance. In contrast, higher
performance leads to competitive advantage. Therefore, it is vital to clarify factors influencing firm
performance. Among the various factors affecting the performance of all businesses, self-efficacy is the most
important factor leading to performance accomplishment. Based on Bandura’s social learning theory, self-
efficacy is one’s belief in his or her ability to succeed various goals and tasks in their life (Miao et. al., 2017).
Self —efficacy is described as beliefs that influences how people think, feel and behave when they face
different situations. Many studies have shown positive relationships between entrepreneurial self-efficacy
(ESE) and entrepreneurial intentions, and between entrepreneurial self-efficacy (ESE) and business startup.
In addition, several studies have suggested that entrepreneurial self-efficacy (ESE) is expected to contribute
to high performance. On the contrary, there are some ambiguities in the relationship between entrepreneurial
self-efficacy (ESE) and firm performance and the influence of entrepreneurial self-efficacy (ESE) and firm
performance, indicating both weak and strong relationships.

In addition, another factor affecting to firm performance is passion. Passion is described as any strong
emotion or desire. Passion is considered as an entrepreneurial effort determinant because it is able to bring up
creativity and take advantage from encouraging opportunities (Baron, 2008; Cardon et. al. 2013). However,
there is little research focusing on entrepreneurial passion (EP) leading to firm performance (Cardon et. al.
2013). Thus, this research aims to clarify how entrepreneurial self-efficacy (ESE) affects firm performance,
and entrepreneurial passion (EP) may vary the ESE- firm performance relationship as a mediator.

2. Literature Review
2.1 Firm Performance

Performance is the end result of activities. Performance can be assessed in terms of time, money, resource
use and so on. Therefore, entrepreneurs must focus on firm performance being the final cumulative outcome
of all tasks and all activities such as profit, sales, customer satisfaction and productivity. In various
organizations, performance reflects the efficiency and effectiveness in using organizational resources to
achieve organizational goals and create customer satisfaction. The concept of efficiency and effectiveness
cannot only be used to measure the success of the management, but also have an impact on an organization’s
competitive advantage. Firm performance refers to supporting firm goals, finding market opportunities,
seeking customer needs, developing new products, creating suitable environments and policies, developing
investor relationships, being prompt to react on irregular situations affecting to business and maximizing
income and profit (DeNoble, Jung, Ehrlich, 1999).

The general measurements of firm performance include financial and marketing measurements from data
such as revenue, profit, return on asset, and customer satisfaction (Richard et. al., 2009). Robert Kaplan and
David Norton presented the Balance Scorecard (BSC) as a tool for measuring firm performance. The Balance
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Scorecard (BSC) is a firm performance indicator translated from firm mission and strategy and divided into 2
aspects: financial and non-financial performance indicators. Ndubisi (2013) describes performance
measurements in 3 ways: 1) financial performance measurement consists of ROA, ROI, gross margin and
profitability, 2) marketing performance measurement includes market share, sales volume, sales growth and
new product launching, 3) other indicators are overall customer satisfaction, overall organizational
performance, and the achievement of strategic objectives.

2.2 Entrepreneurial Self-efficacy (ESE)

According to Albert Bandura’s social learning theory, self-efficacy is defined as the belief of a person that
they can handle tasks successfully. A high level of self-efficacy beyond actual ability leads to overestimation
of potential to achieve tasks. On the other hand, low self-efficacy is an obstacle of confidence and
development. Self-efficacy composes of strength and generality of person’s belief in their own ability to
accomplish tasks. High self-efficacy leads to perception that the task being completed is easier than they
actually are. Entrepreneurs holding entrepreneurial self-efficacy (ESE) have strong beliefs in their own
abilities to accomplish entrepreneurial tasks including setting challenging goals, showing persistence, putting
strong effort, facing challenges competently and quick recovering from failure (Bandura, 1986; Lindsley,
Brass, and Thomas, 1995). Therefore, entrepreneurs with a sense of entrepreneurial self-efficacy (ESE) are
likely to exert a higher level of effort in their responsibilities. Entrepreneurial self-efficacy (ESE) comprises 5
dimensions: marketing, innovation, risk-taking, management and financial control (Klongthong et. al., 2020).
In addition, there are various studies supporting the positive relationship between self-efficacy (ESE) and
work performance. Many studies conclude that entrepreneurial self-efficacy (ESE) is positively related to
firm performance of new ventures and entrepreneurial self-efficacy (ESE) is directly related to firm
performance in term of financial and marketing dimensions (Forbes, 2005 & Klongthong et. al., 2020).
However, some studies describe that this relationship varies on task complexity. The easier the task, the
stronger relationship between self-efficacy and work performance. In conclusion, entrepreneurial self-
efficacy (ESE) is considered a motive to transform entrepreneurs’ perceptions into strong effort and higher
performance. Therefore, we hypothesize that:

Hypothesis 1: Entrepreneurial self-efficacy (ESE) has a positive relationship with firm performance.

2.3 Entrepreneurial Passion

Passion is a main determinant of entrepreneurship (Cardon et. al, 2010). Generally, entrepreneurial
passion creates a distinctive emaotion in entrepreneurs (Cardon et. al., 2013). Cardon et. al. (2009) state that a
person with entrepreneurial passion shows a good sense of entrepreneurial activities and has motivational
drive to fulfill tasks. Passion involves a desire and effort in starting up businesses. It is a crucial drive of
performance success in launching new products and services and founding firms (Cardon et. al, 2013). It is
also the ability to “fuel motivation, enhance mental activity, and provide meaning to everyday work”
(Brannback et. al., 2006). Moreover, entrepreneurial passion persuades to collect investor funding (Cardon et.
al., 2009; Mitteness et. al., 2012), to recruit and retain talented employees, and to gather social resources
(Cardon et. al., 2009; Chen et. al., 2009). There are findings that firm innovation and market share vary on
strength of entrepreneurial passion feeling (Mitchell & Randolph-Seng, 2014) Accordingly, various studies
consider that entrepreneurial passion has 3 dimensions- entrepreneurial investing, founding and developing
desire. Therefore, to understand the factors that affect performance clearly, we need to consider
entrepreneurial passion along with entrepreneurial self-efficacy and performance. Thus, we hypothesize that:

Hypothesis 2: Entrepreneurial self-efficacy (ESE) has a positive relationship with firm performance when
mediated by entrepreneurial passion (EP).
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3. Research Methodology

This study is a quantitative research. The sampling procedure involved entrepreneurs in Sakon Nakhon,
Nakhon Phanom, and Mukdahan Province, Thailand. A sample of 400 entrepreneurs was initially drawn
from the database. The data was collected using a questionnaire. The data was collected through the
following 3 parts of the questionnaire.

Entrepreneurial Self-efficacy. To investigate entrepreneurial self-efficacy, a five-scale questionnaire was
developed. The respondents considered their self-efficacy as entrepreneurs such as finding business
opportunities, founding a business, launching new products and services to the market, creating revenue from
products and services, recruiting talented employees, and successfully managing business finance.
Entrepreneurial Passion. The questions were designed based on Cordon’s study. The questions were divided
into 3 parts: entrepreneurial investing, founding and developing passion.

Firm Performance. Financial and marketing questions were used to determine the firm performance of the
respondents.

Cronbach’s alpha coefficient was calculated in the questionnaire. Cronbach’s alpha coefficient was 0.854
and 0.875. Descriptive statistics, mean, and standard deviation were used to analyze the data. Linear
regression analysis was used to test the conceptual model and hypotheses. Construct validity was tested by
using confirmatory factor analysis. All variables were loaded into 1 component indicating that it was
constructed with validity.

Entrepreneurial
Passion

Entrepreneurial Firm
Self-Efficacy

v

Performance

Figure 1. Conceptual Model
4. Results

Linear regression analysis was used to examine the conceptual model and hypotheses as Baron and
Kenny’s (1986) procedure.

Table 1. Mean, standard deviation and correlation

Self-efficacy | Performance Passion
MEAN 3.89 3.42 3.99
S.D. 0.70 0.90 0.63
Self-efficacy 1.000
Performance 0.532** 1.000
Passion 0.759** 0.538** 1.000
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The results indicate that the mean of entrepreneurial passion (EP) was the highest at 3.99 and the mean of
entrepreneurial self- efficacy (ESE) and performance were 3.89 and 3.42 respectively. Additionally, Table 1
presents the relationship between the dependent variable and independent variable. Pearson’s correlation
analysis was used to examine the relationship of the independent variables. The results show that the
relationship between the independent variables are 0.532, 0.759 and 0.538 being lower than 0.80. It therefore
has no effects on multicollinearity among the independent variables (Hair et. al., 2014). Therefore, it was
possible to test the equation analysis based on the hypothesis using linear regression.

Table 2. Simple regression analysis

Independent Unstandardized R2 S.E.E F t Sig.
- Dependent Coefficients
B Std.
Error
Self-efficacy_,, | 0.748 0.043 0.434 0.602 305.64 | 17.483 | 0.000*
Performance
Self-efficacy—p | 0.678 0.29 0.577 0.409 541.83 | 23.277 | 0.000*
Passion
Passion —p | 0.768 0.60 0.289 0.757 162.05 | 12.730 | 0.000*
Performance
Self-efficacy_,. | 0.371 0.081 0.325 0.546 95.67 45939 | 0.000*
Performance
Passion — 0.453 0.091 5.003 0.000*
Performance

Simple regression was used to test the hypothesis. The results of the hypothesis testing reveal that in terms
of direct relationship testing, entrepreneurial self-efficacy (ESE) directly had a significant and positive
impact on firm performance and entrepreneurial passion (EP) at 0.748 and 0.678 respectively with the
statistical significance at 0.05. The R2 were 0.434 and 0.577. This shows that entrepreneurial self- efficacy
(ESE) could predict firm performance and entrepreneurial passion (EP) of 43.4% and 57.7% respectively. In
addition, entrepreneurial passion (EP) had a direct influence on firm performance at 0.768 with the statistical
significance at 0.05 and had the ability to predict the dependent variables by 28.9%. In terms of indirect
relationship testing by using multiple regression, with the addition of entrepreneurial passion (EP) as a
mediator, the effect of entrepreneurial self-efficacy (ESE) on firm performance was reduced from 0.748 to
0.371 at 0.05 level of significance. The R2 was 0.325. This shows that 32.5 % of variance in entrepreneurial
self-efficacy (ESE) and entrepreneurial passion (EP) could predict firm performance. Standardized coefficients
(B) of entrepreneurial self- efficacy (ESE) and firm performance were reduced by adding entrepreneurial
passion (EP) as a mediator. This indicates that entrepreneurial passion (EP) was probably a partial mediator
between entrepreneurial self-efficacy (ESE) and firm performance relationship. Thus, direct and indirect
effects were tested to calculate VAF, which can indicate whether entrepreneurial passion (EP) was an actual
partial mediator between entrepreneurial self-efficacy (ESE) and firm performance relationship. The results
of direct and indirect effects testing were in Table 3 below.
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Table 3. Direct indirect effect

Unstandardized t Sig.
Coefficients
B Std.
Error

Total effect 0.678 .054 12.524 | 0.000*

Direct effect 0.371 0.081 4.594 0.000*

Indirect effect) s) | 0.307
Passion

To determine whether entrepreneurial passion (EP) was a mediating variable, we examined 1) whether the
total effect was higher than 0.2, meaning that the influence of the intermediate variable in the equation (Chin,
1998), 2) whether the indirect influence was significant, indicating that entrepreneurial passion (EP) was a
mediating variable and 3) whether the direct effect was reduced to 0, meaning that that mediating variable
was not necessary in this equation. If VAF was greater than 0.8, then entrepreneurial passion (EP) was a full
mediate variable. If the direct effect was not 0 but significant, and VAF was between 0.2-0.8, indicating that
entrepreneurial passion (EP) was a partial mediate variable. There are also variables that are partial mediate
(Hair et. al., 2014).

The results in Table 3 indicate that 1) the total effect value from the entrepreneurial self-efficacy (ESE)
variables to the firm performance variables was 0.678 being higher than 0.2. This indicated that there was an
influence of the mediator in the equation (Chin, 1998). 2) The indirect effect was 0.307 with the statistical
significance at 0.05. This indicates that entrepreneurial passion (EP) was a mediating variable. 3) The direct
influence of entrepreneurial self-efficacy (ESE) on firm performance was decreased from 0.748 to 0.371,
meaning that there was a mediating variable. As the result of VAF (variable account for) testing, the VAF
was 0.307 / 0.678 = 0.453 which was between 0.20 and 0.80 (Hair et. al., 2014). Thus, entrepreneurial
passion (EP) was probably a partial mediator between entrepreneurial self-efficacy (ESE) and firm
performance. Presumably, there are also other variables being partial mediate of the relationship between
entrepreneurial self-efficacy (ESE) and firm performance, which will be further examined in the future.

5. Discussion

As a result of investigating the influence of entrepreneurial self-efficacy (ESE) on firm performance, we
identified the relations between entrepreneurial self-efficacy (ESE) and firm performance at 0.748. This
result supports the social learning theory that self-efficacy (ESE) is positively relate to firm performance. Our
findings are also consistent with the previous study conducted by Miao et. al. (2017) which discussed the
positive relationship between entrepreneurial self-efficacy (ESE) and firm performance and Klongthong et.
al. (2020) identified that self-efficacy (ESE) and innovation has a positive influence on startup performance
in term of financial and customer satisfaction. Furthermore, the results of this study are congruent with the
findings of Sidiqui’s (2016) study suggesting that passion derived entrepreneurial self-efficacy (ESE) and
improved individual performance.

In addition, we examine the relationship between entrepreneurial self-efficacy (ESE) and firm
performance with entrepreneurial passion (EP) as mediator. The findings show that entrepreneurial passion
was a partial mediator between entrepreneurial self-efficacy (ESE) and firm performance. This investigation
supports Sidiqui’s (2016) study which found that the effects of founding passion reduced entreprencurial self-
efficacy (ESE) to firm performance relationship, while the effect of developing passion was not significant.
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6. Conclusion

This research investigated the direct relationship between entrepreneurial self-efficacy (ESE) and firm
performance. Additionally, this research examined the relationship between entrepreneurial self-efficacy
(ESE) and firm performance when mediated by entrepreneurial passion (EP) in aspects of investing,
developing, and founding business among SMEs in Sakon Nakhon, Nakhon Phanom, and Mukdahan
Provinces, Thailand.

The research illustrates that entrepreneurial self-efficacy (ESE) has a significant positive impact on firm
performance. Partially, entrepreneurial passion (EP) mediates the effect of entrepreneurial self-efficacy
(ESE) on firm performance. Entrepreneurial passion (EP) is obtained from entrepreneurial self-efficacy
(ESE) and enhances firm performance. In conclusion, entrepreneurs have more entrepreneurial passion (EP)
when they have self-confidence in their own business. Consequently, running businesses with strong sense of
self-efficacy and passion is a crucial factor to achieving higher performance.

This research provides a clearer understanding that entrepreneurial self-efficacy (ESE) and entrepreneurial
passion (EP) help improve firm performance. Entrepreneur then should be confident to operate their
businesses and strengthen their passion for investing, developing and founding business. Further research
may consider other factors that may influence entrepreneurial self-efficacy (ESE)- firm performance
relationship such as entrepreneurial experience and contextual factors (firm age, cultural values, and
creativity).
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