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Abstract: Micro-, small, and medium enterprises (MSMEs) play a crucial role in the economic growth
of emerging markets. This study examines the effect of entrepreneurial leadership (EL) on the
entrepreneurial success (ES) of MSMEs in Malaysia through the mediating effect of entrepreneurial
opportunity recognition (EOR) and innovation capability (IC). To examine the proposed mediation
model, we utilized a structured questionnaire to collect data for this quantitative research. Partial
least square-structural equation modeling (SEM) was used to test the hypothesis on a sample of
401 micro-business owners/managers in Malaysia. The findings reveal that an EL has a significant
positive effect on ES but is conditional on the mediating role of EOR and IC. However, the results
show that EOR and IC partially mediate the link between EL and ES. Additionally, EOR and IC
serially mediated the relationship between EL and ES. This research has valuable contributions to
MSMEs by explaining EL, EOR, and IC’s critical role in gaining competitive advantage and achieving
success. This research develops a theory-based mediation model to demonstrate how the EL and ES
of MSMEs are related. Further, the model in this study adds to the body of knowledge by examining
whether or not serial mediation occurs through EOR and IC. Hence, this research sheds new light on
the relationship between EL and ES.

Keywords: entrepreneurial leadership; entrepreneurial opportunity recognition; innovation capabil-
ity; entrepreneurial success; micro-enterprises

1. Introduction

The Millennium Development Goals (MDGs) organized and focused the efforts of
many nations in the world’s most effective anti-poverty drive to date [1]. Sustainability in-
tegration into business practices is a relatively new endeavor in startups, MSMEs, and even
large and multi-national businesses [2,3]. There is ample opportunity for growth in the Asia-
Pacific region, especially concerning MSMEs, which seem to have a significant economic
impact on many nations [3–5]. Both policymakers and academics have emphasized the
crucial role of MSMEs in eradicating poverty, generating employment opportunities, eco-
nomic growth, and sustainability, particularly in emerging economies [3,6–8]. In Malaysia,
a country with an emerging economy, micro-businesses employ roughly 1.3 million peo-
ple nationwide and make up 75% of all MSMEs, demonstrating their crucial role in the
country’s development [4,9]. However, the success rate of MSMEs is not encouraging; the
survival and sustainable rate is still low, and Malaysia’s failure rate is alarmingly high at
60% [10,11]. Several authors have noted that adopting and putting into practice particu-
lar innovative practices in tandem with an aptitude for entrepreneurship can help many
MSMEs, especially micro-businesses, achieve success and sustainability [4,8,12].

Entrepreneurs are more focused on helping their families and communities and adding
value than offering products and gaining money. Although gaining profit is important,
business owners often avoid thoughts of expanding the business because of profit and
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economic growth [13]. Hence, entrepreneurial success (ES) including personal satisfaction
gains more attention and leads to business sustainability [4]. Entrepreneurial success from
a micro-business perspective requires entrepreneurs with unique abilities and personality
characteristics [4], such as leadership capabilities, knowledge skills, entrepreneurial oppor-
tunity recognition (EOR), innovation capability (IC), and technological abilities [8,14–16].
The increased understanding has inspired business owners to design solutions to their
stakeholder problems, changing them into sustainable leaders and establishing a sustain-
able business setting for their business [13,17]. Leadership is a critical entrepreneurial
skill for micro-business owners/managers, and it is considered vital in various ES-related
factors, such as promoting innovation and adapting to environmental changes [4,18]. En-
trepreneurial leadership (EL) focuses more on personal traits like vision, problem-solving,
and decision-making [19]. According to [20], EL developed through literature on en-
trepreneurship and leadership to include scenario enactment and cast enactment. Five roles
are highlighted by EL; namely, framing the challenge, absorbing uncertainty, underwriting,
building commitment, and defining gravity [20–22]. The key traits of an entrepreneurial
leader include the capacity for identifying and seizing business opportunities, active coordi-
nation and planning, and a focus on adaptable and creative solutions [23]. When faced with
challenges, EL calls for flexibility, prompt responses, swift and adaptable problem-solving,
and decisive action. It necessitates having a strong entrepreneurial and strategic mind-
set and unavoidably involves taking risks [19,23]. Further, a successful entrepreneurial
leader can provide key resources and information to gain the trust of crucial stakeholders,
enabling sustainable business [17,23,24]. EL is still crucial because micro-entrepreneurs
might not be able to grow their businesses without exhibiting strong leadership traits [4].
Although EL has a significant effect on ES, business performance, growth, and business
sustainability [4,14,15,23], further investigation on the link between EL and ES is still
needed [14].

Additionally, a growing body of research has identified EL as the leadership behavior
that significantly encourages innovation and EOR in extremely difficult, turbulent, and
competitive environments [25,26]. Entrepreneurial leaders can effectively spot and seize
business opportunities, foster followers’ creativity, and boost the IC of new ventures, all
of which lead to superior performance [21]. Regarding MSME leadership, IC and EL
are typically mutually helpful in achieving business objectives. It is also clear that good
leadership can result in increased innovation, productivity, and long-term competitive
advantage [5]. The literature on EL has asserted the positive effect of EL on EOR [15,25,27],
and researchers have also confirmed the significant role of EL in enhancing IC [24,28,29].
However, to the best of our knowledge, the literature has not addressed how EL in MSME
settings affects ES through EOR and IC, especially in an emerging economy like Malaysia.

We address the abovementioned gap by examining the proposed serial mediation
model by drawing on the resource-based view (RBV), as EL, EOR, and IC are sources of
competitive advantage and sustainable performance. RBV asserts that several businesses
have consistently taken advantage of resources and capabilities to achieve competitive
advantages [30]. Therefore, this work aims to test the effect of EL, EOR, and IC on the ES of
micro-businesses in Malaysia, additionally investigating the mediating role of EOR and IC
on the linkage between EL and ES. This study has significant and numerous contributions.
This research applies the RBV theory to EL practices, EOR, IC, and ES in one serial mediation
model presenting a critical contribution to knowledge for researchers and academicians.

Additionally, managers and business owners in the MSME sector can use our study’s
findings and concentrate on EL, EOR, and IC to achieve ES. Further, this study assists
agencies and policy makers in decision-making and how to enhance the abilities of MSMEs
to promote economic growth. The essay has five main sections; the introduction appears
in Section 1. Section 2 develops the theoretical background for creating the research
hypotheses. The paper describes the methodology in detail in Section 3. The findings of
this research are produced in Section 4. The conclusion, with the discussion of the research
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findings, is in Section 5, which provides details on the theoretical and practical implications,
as well as potential future research avenues.

2. Theoretical Background and Hypotheses Formation
2.1. Theoretical Ground

Resource-based views (RBV), which assert that entrepreneurship resources are essen-
tial for improved business performance, long-term competitive advantage, sustainable
business, and ES by maximizing their resources and capabilities, including skills and assets,
provide support for this research [4,30,31]. According to [32], abilities can be thought of as
the capacity of a group of resources required to complete a set of tasks or activities. These
resources are built into functional and sub-functional clusters by combining human, physi-
cal, and technical resources. Since leadership abilities seem to be a valuable resource [33],
researchers such as those in [4,31] suggested that MSMEs could use EL practices as sources
of competitive advantage, leading to higher sustainable performance and success. By
applying the RBV perspective to the current situation, ES may be impacted by EL since it
is person-specific, unusual, valuable, non-replaceable, and imperfectly imitable [4,8,33].
Hence, businesses need to realize and promote their EL to achieve ES [14].

In the current situation, businesses also should exercise greater entrepreneurialism
to gain a competitive edge in any given circumstance, such as identifying entrepreneurial
opportunities [34], adopting new strategies, and innovating new products and services [35].
More specifically, ref. [34] discussed EOR as a source that helps businesses to enhance
their performance depending on RBV considering entrepreneurial ability. Here, there is a
need for EL to achieve ES through EOR. EOR is the advantage of satisfying a market need,
interest, or desire using resource combination in a novel way to provide superior value [36].
EOR is a vital decision-making stage that is expected to increase entrepreneurs’ capacity
to capitalize on opportunities by promoting a flow of resources and social capital [37].
Therefore, the inclusion of EOR in the link between the EL and ES of micro-businesses is
critical to developing the current model and capturing a holistic view.

Moreover, IC is a critical internal resource and an important ability every MSME
needs to acquire [38]. IC, as a key resource of firms, encourages systematic innovation and
produces a high-innovation outcome, contributing to a competitive edge and promoting
business success [39]. Without developing IC, it is challenging to anticipate constant,
organization-wide innovation and effective firm performance. MSMEs must boost IC
to effectively use their innovation assets and expand external collaboration to introduce
innovative products [40]. In addition, the entrepreneurial leader in an MSME needs to
promote their IC to solve old problems with new methods [8]. IC plays a critical role in
promoting resources and capabilities to achieve superior performance and success [39].
Consequently, this argument claims that IC will increase the influence of EL over the ES of
micro-businesses.

2.2. Hypothesis Development
2.2.1. Entrepreneurial Leadership and Entrepreneurial Success

Entrepreneurs consistently carry out their businesses with a strong commitment to
leadership, which aids them in maintaining a successful business for the future [14]. EL
is a distinctive form of leadership, -primarily focused on utilizing diverse skills to work
creatively and resourcefully in a competitive environment [22]. Entrepreneurial leaders can
foresee and resolve potential opposition based on successful negotiation with internal and
external environments. They can also win over important players, gain crucial resources
and information, and remove roadblocks to achieving desired goals. These steps will
open the door to using opportunities and creating value [4,21]. In addition, EL has a
great deal of potential to bring about innovative change in the marketplace. It improves
employee performance toward ES and is essential for any development ventures [14,21].
EL is specifically significant for ES, focusing on empowering employees in increasing their
self-efficacy and entrepreneurial abilities. Hence, EL will inspire employees to take greater
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initiative in pursuing organizational objectives, enhancing ES and value creation [14,23].
Researchers confirmed that EL plays a significant role in improving sustainable business
performance, success, and growth in a variety of settings [14,22]. Particularly, EL has a
positive effect on ES [14], entrepreneurial performance [23], business performance [21,22],
the business performance of SMEs [4,6,8,29,41], and firm growth [15]. However, further
analysis is needed in the context of micro-business in emerging markets. Therefore, this
study posits the following:

H1. There is a positive effect of entrepreneurial leadership on entrepreneurial success.

2.2.2. Entrepreneurial Leadership and Entrepreneurial Opportunity Recognition

Entrepreneurship research has demonstrated the beneficial impact of leadership on the
identification and exploitation of chances for new businesses. [37]. Academics have consis-
tently recommended EL as the most effective leadership style for dealing with challenging
and complex environments as well as promoting and enhancing EOR in all businesses,
including MSMEs [21,24–26]. Hence, EL provides a competitive advantage to discovering
new opportunities and innovating new ideas [41]. In addition, entrepreneurial leaders
embrace opportunity recognition as the core goal to spur innovation within businesses,
they envision the future potential of businesses, develop fresh ideas, and work to improve
business performance [42]. Entrepreneurial leaders are also skilled at seizing opportunities
and minimizing risks to achieve their targets by directing the behavior of their follow-
ers [23]. An empirical study by the author of [43] stated that EL affects EOR significantly in
high-tech SMEs. Furthermore, ref. [37] argued that leadership enables new businesses by
gathering useful data, which serve as the foundation for identifying particular business
opportunities. Based on the above argument, we proposed the following:

H2. There is a positive effect of entrepreneurial leadership on entrepreneurial opportunity recognition.

2.2.3. Entrepreneurial Leadership and Innovation Capability

EL is essential in a highly dynamic and competitive business environment for the
business’s survival, success, and growth by directing IC [35]. IC, in the context of an
organization, refers to the blending of various new activities that help businesses gain
and maintain a competitive edge [44]. It includes new products or a new quality in an
existing product, production processes, markets, sources of supply, and a new business
model [22]. According to [45], “IC refers to an ability or action that can generate and imple-
ment the success of innovation activities”. The majority of the time, entrepreneurial leaders
take the initiative to manage resources strategically by putting special emphasis on both
opportunity- and advantage-seeking behaviors, which have been found to be important
predictors of exploratory and exploitative innovations inside new businesses [46]. The
direct effects of entrepreneurship and leadership on innovation have been the focus of a
large part of entrepreneurship research [24,25,27,35]. For instance, ref. [24] argued that
EL is crucial for creating and practicing innovative business throuhgout the innovation
process, “Idea generation, idea selection, idea development, and idea diffusion”. Addition-
ally, entrepreneurial leaders reevaluate the aspirations of their participants and staff by
presenting them with novel and creative ideas and inspiring them to put these new ideas
into practice [35,47]. Although several empirical studies confirmed the positive influence of
EL on IC (e.g., [27,28,44]), more research is needed in the context of an emerging economy
like Malaysia, especially for micro-businesses. Hence, the following hypothesis is proposed:

H3. There is a positive effect of entrepreneurial leadership on innovation capability.

2.2.4. Entrepreneurial Opportunity Recognition and Innovation Capability

It is clarified that EOR provides the opportunity to encourage new business develop-
ment leading to innovative goods or services [36]. EOR is usually accepted as “situations
in which new goods, services, raw materials, and organizing methods can be introduced
and sold at greater than their cost of production” [36,48]. Opportunity recognition tends
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to include three different processes: (1) sensing or recognizing market needs; (2) recogniz-
ing or defining a ‘match‘ between specific market needs and resources; (3) creating new
“compatibility” between separate needs and resources [36]. The action of EOR should lead
to innovation, whether it is radical or not [49]. Previous empirical research shows a sig-
nificant relationship between EOR and IC in emerging economies [7,34,49,50]. Innovation
appears to be connected to the two methods of identifying and discovering opportuni-
ties [50]. Therefore, to maximize profits in the future, businesses must identify growth
opportunities and adopt more innovative strategies [7]. EOR can also be seen as a person’s
entrepreneurial search for resources to produce innovative outcomes [7,49]. Therefore, the
following hypothesis is suggested by this study:

H4. There is a positive effect of entrepreneurial opportunity recognition and innovation capability.

2.2.5. Entrepreneurial Opportunity Recognition and Entrepreneurial Success

EOR in emerging economies significantly predicts MSMEs’ performance, success,
and growth [34,51]. Due to resource constraints and insufficient support, most MSMEs in
emerging economies look for advantageous opportunities with low risks and expenses [34].
Businesses increasingly rely on special opportunities to survive as a result of the swift
changes in market demands, client preferences, and fierce market competition [52]. Hence,
businesses with high EOR can recognize and seize new opportunities, gain a competitive
edge, and perform better [34,51,53]. This is even evident in MSMEs because owners and
managers create a great impact since personal traits influence EOR, affecting ES [54]. For
instance, ref. [55] claimed that one of the most important skills for successful entrepreneurs
is identifying new business opportunities [36]. Further, ref. [56] provided an EOR model to
pinpoint the factors influencing ES during the EOR and exploitation processes. Similarly,
ref. [36] proposed a conceptual model to examine the effect of EOR and exploitation on ES.
Therefore, this study proposed the following:

H5. There is a positive effect of entrepreneurial opportunity recognition and entrepreneurial success.

2.2.6. Innovation Capability and Entrepreneurial Success

IC is crucial to business survival and success; it significantly influences the economy’s
performance, growth, and firm profits [38]. According to the RBV, IC can be essential for
generating and sustaining competitive advantage [57]. According to Kim et al. (2018), IC is
defined in this study as the continuous development of resources and skills that enables a
business to explore and take advantage of new opportunities for introducing new products
and satisfying customer demands. Hence, several studies analyzed IC and its influence on
business performance, business success, and ES [8,22,45,58]. For instance, ref. [39] claimed
that IC is a crucial determinant of business performance. Likewise, ref. [59] stated that IC
positively affects micro-enterprise performance. Further, ref. [45] explained the role of IC
in driving ES. Therefore, this study proposed the following hypothesis:

H6. There is a positive effect of innovation capability and entrepreneurial success.

2.2.7. Mediating Effect of Entrepreneurial Opportunity Recognition and
Innovation Capability

As entrepreneurship becomes more widely recognized as the path to performance
and market renewal, opportunity recognition may be needed to develop the connection
between EL and ES [14]. Earlier empirical investigations were carried out to clarify the
underlying mechanisms linking EL to ES or performance, and as such, many variables
were used as mediators; for instance, tacit knowledge sharing and job embeddedness [23],
knowledge management processes [14], job insecurity [60], entrepreneurial bricolage [37],
and entrepreneurial orientation [8]. Ref. [37] explored how opportunity recognition and
entrepreneurial bricolage could improve the strategic effectiveness of a new venture’s top
management team. However, limited studies examine the mediating role of EOR between
EL and ES in the MSMEs context. In other words, the most likely way for EL to have an
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impact on ES is through the mediation of EOR. Thereby, this study proposed the following
hypothesis:

H7. Entrepreneurial opportunity recognition mediates the relationship between entrepreneurial
leadership and entrepreneurial success.

Entrepreneurial leaders work in competitive and complex environments to promote
innovative behavior to enhance businesses’ performance, success, and development [28].
In MSMEs, innovation and leadership typically work in tandem to achieve business goals,
such as sustainable growth and success [22]. According to earlier research, effective
leadership promotes innovation, innovation encourages change, and change promotes an
improvement in business performance [5,22]. Likewise, effective leadership can result in
increased innovation, productivity, and long-lasting competitive advantage for ES [5,14,44]
as creativity mediates the connection between performance and leadership. Moreover,
ref. [22] argued that organizational innovation mediates the relationship between EL
and business performance in a dynamic environment. Similarly, ref. [44] examined the
mediating role of IC between EL, social capital, and SME performance. In sum, IC is
considered a channel through which EL will influence ES. Therefore, we proposed the
following:

H8. Innovation capability mediates the relationship between entrepreneurial leadership and en-
trepreneurial success.

As discussed above, prior literature has separately examined the mediating effects of
EOR and IC in the connection between EL and ES [22,37,44]. The results propose that EOR
and IC are possible mediators in the link between EL and ES. Moreover, empirical studies
have indicated a positive relationship between EOR and IC [7,34,36,49,50], indicating
that they could act as ongoing serial mediators between EL and ES. This indicates that
entrepreneurs with high EOR would significantly enhance their IC to take entrepreneurial
actions. Hence, it is acceptable to propose that EOR and IC, when combined, might serially
mediate the link between EL and ES. This work argues that EL increases entrepreneurs’
EOR, and that business owners/managers with high EOR would possess greater levels of
IC which then directly boost their ES. Considering the discussion above, it is proposed that:

H9. Entrepreneurial opportunity recognition and innovation capability will serially mediate the
link between entrepreneurial leadership and entrepreneurial success.

The current study proposed the research framework shown in Figure 1, based on the
theoretical ground and hypothesis development discussed previously.
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3. Methodology

A cross-sectional design and a quantitative survey with closed-ended questions were
used to generate empirical findings and validate the study’s hypotheses. The cross-sectional
design has been confirmed to be the most effective approach for analyzing the relationship
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between variables measured as constructs in the social and business sciences [61,62]. This
study investigated the conceptual framework and underlying assumptions using partial
least squares structural equation modeling (PLS-SEM). A PLS-SEM method is appropriate
to determine the strength of this link because the study examines the mediation hypoth-
esis. PLS-SEM also examines several concurrent dependent relations to understand the
relationships between multiple variables at once [63].

3.1. Sample and Procedure

Owner/managers of micro-enterprises in Malaysia were used as the research’s unit
of analysis. Due to micro-enterprises making up the majority of Malaysian MSMEs, at
76.47 percent, micro-enterprises were selected. In total, 401,262 micro-enterprises from all
Malaysian states make up the study’s population [9]. However, a convenience sample was
chosen for the survey since there are so many MSMEs in Malaysia that it was difficult to
choose a probability sample and difficult to compile a reliable list of contact information for
micro-businesses there. There is proof that this technique is reliable for such investigations
and widely accepted in business research [64]. To calculate the sample size for this study,
we used the formula n = N/(1 + N(e)2) [65], and the sample size (n) had been calculated
from the population size (N) of 401,262, which resulted in 400 at 0.05 (e), according to [66].
However, to reduce the likelihood of a high non-response rate, and avoid non-response
issues and a sample size error, researchers increased the sample by 40% to 50%. In addi-
tion, the sample size required for structural equation modeling should range from 30 to
460 people. Hence, to collect data for this study, 600 questionnaires were distributed to
micro-entrepreneurs.

3.2. Measures and Instrument Development

A structured questionnaire with closed-ended questions was utilized to collect data
from micro-entrepreneurs. A five-point scale with the anchors “strongly disagree (1) to
strongly agree (5)” was used for the study’s measurements. Compared to an open-ended
question, the five-point scale was used because it was simple for respondents to respond to
and required less thought in terms of time [67]. The measurement items used in this study
were all modified from earlier studies that focused on MSMEs and tested in emerging
economies (the survey instruments are in Appendix A). The questionnaire comprises
the following constructs: (1) demographic features, (2) the dependent variable, ES (3),
independent variables, EL, and the mediators: (4) EOR and (5) IC. To measure ES in
this study, nine items were adapted from [68]. ES was assessed using the entrepreneurs’
subjective opinions. Subjective metrics can be used to evaluate a business’s success in a
way that would otherwise be difficult to do, and they may also prove to be the best way to
gather information [69]. In measuring EL, we adopted twelve measurement items from [20].
Recent research using this measurement has revealed that it is highly valid and reliable,
measuring EL in terms of five roles, namely framing the challenge, absorbing uncertainty,
underwriting, building commitment, and defining gravity [21,22]. In addition, to assess
EOR in this study, we adapted five items from [49]. Lastly, this study measured IC using four
items adapted from [70]. The questions were back-to-back translated from English to Malay.
To validate the questionnaire, face and content validity should be evaluated [71]. Hence,
three academic specialists with more than ten years of experience in entrepreneurship
participated to ensure face and content validity. Due to the involvement of human beings
in the data collection, respondents were informed about the objectives of the study and
informed consent was included in the cover letter. Further, before starting the research,
permission and declarations of the researchers’ commitment were submitted to the research
ethics committee through the research and innovation management center—Universiti
Utara Malaysia.
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3.3. Data Collection Techniques

Data from Malaysian micro-businesses were collected using the structured question-
naire developed for this study. Due to the COVID-19 situation in Malaysia, the government
implemented a movement control order (MCO) to stop the virus from spreading. Because
of this, the researchers used online resources to collect the data by sending a Google Form
to the micro-business owners via email addresses and WhatsApp groups that were listed in
the directory. Only 63 responses were received online, which indicates a very low response
rate. The researchers gave the questionnaire to the respondents face-to-face. Therefore,
eight research assistants/enumerators were trained and assisted in the data collection
process. In this study, 600 questionnaires were distributed in all states of Malaysia. From
23 October 2021 through 4 December 2021, data was collected online. Following that, data
was collected from 2 February 2022 to 26 June 2022. Cleaning methods were applied to
ensure that the responses from the pertinent participants were consistent before performing
additional data analyses. Only 401 responses at a response rate of 66.8% were found to be
valid and fulfilled the criteria. Therefore, the questionnaires were filled out, and then data
was imported for additional analysis.

3.4. Common Method Bias (CMB)

Harman’s single-factor test was carried out to ensure that CMB was not included
in the data collected [72]. The results demonstrated that no single factor stood out. The
four-factor solution was found to have a total variance of 63.5 percent, with the first factor
accounting for 47.8% of that variance. Hence, the outcomes of this research demonstrated
that there was no CMB problem.

3.5. Data Analysis Technique

SPSS was utilized for the descriptive statistics in this investigation. Meanwhile, we
used the PLS-SEM approach through SmartPLS 3 to analyze the framework assumptions.
PLS-SEM examines several concurrent dependent relations to shed light on the relationships
between several variables simultaneously [63]. Thus, this method increases analytical rigor
and yields more reliable results [73]. First, we used a PLS-SEM algorithm to evaluate the
measurement model’s validity and reliability, and then we used bootstrapping to run the
structural model and evaluate the path coefficient of direct and indirect linkages. Last but
not least, in accordance with [63], the model’s effectiveness was assessed using PLS-SEM.
The results and the details of the analysis are shown in the next section.

4. Results
4.1. Demographic Features of Respondents

The results of the study reveal the demographic features of micro-business entrepreneurs
who answered the questionnaire. As shown in Table 1, most respondents were female; out
of 401 entrepreneurs, 65.30 percent were female, and 34.70 percent were male. Most of the
respondents’ ages were between 21 and 40 years old (90.1%). Most of the respondents in
this study had secondary school education (44.1%), followed by 26.7% who had a diploma
and 23.7% who had a bachelor’s degree, meaning that the majority of micro-business
entrepreneurs in developing economies are educated. The results show that 59.1% of
micro-business entrepreneurs have a shop to run their businesses, while 40.9% work from
home.
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Table 1. Demographic features.

Demographics Categories Frequency Percentage %

Gender Male 139 34.7
Female 262 65.3

Age 20 and below 18 4.5
21–30 215 53.6
31–40 104 26
41–50 42 10.5
Above 50 22 5.5

Marital Status Married 190 47.4
Single 205 51.1
Divorce 4 1.0
Widow 2 0.5

Qualifications PhD 3 0.7
Master 9 2.2
First degree 95 23.7
Diploma 107 26.7
Secondary 177 44.1
Primary School 10 2.5

Business premise With premise 237 59.1
Home-based 164 40.9

4.2. Measurement Model

The study’s constructs were designed to be reflective. Internal consistency, conver-
gent validity, and discriminant validity should all be evaluated when analyzing reflective
measurement [63]. Composite reliability, which represents internal consistency, is the
shared variance of a set of observed variables measuring an underlying notion [74]. Table 2
shows composite reliability for all constructs that are greater than the suggested cutoff
value of 0.70 (Hair et al., 2019) [63]. Table 2 shows composite reliability for all constructs
between 0.704 to 0.840, which are above the suggested threshold value (0.70) (Hair et al.,
2019) [63], demonstrating the reliability of all the measures. All indicator loadings were
greater than the suggested threshold value of 0.60 [75]. Seven items were removed because
of poor loadings on ES (ES4, ES6, and ES7) and EL (EL9, EL10, EL11, and EL12). AVE was
established for each to test convergent validity in accordance with [74]. The AVE values
range from 0.503 to 0.790 because all constructs’ AVEs were higher than 0.50. Thus, the
results suggest convergent validity.

Furthermore, the Fornell and Larcker (1981) criteria were used to evaluate discriminant
validity [74]. A concept’s discriminant validity is how much it experimentally differs from
other constructs in the path model in terms of how tightly it connects to those other
constructs and how the indications solely lead to this specific construct [76]. Table 3 depicts
that discriminant validity existed because the square root of the AVE in the diagonal of
the matrix was greater than the associated correlation (off-diagonal) in the corresponding
rows and columns. Further, HTMT was used to confirm the discriminant validity of the
constructs under investigation (Henseler et al., 2015) [75]. None of the values in the matrix
exceeded these thresholds when the criteria of 0.90 [77] and 0.85 [77] were considered, as
shown in Table 3. As a result, discriminant validity was attained. As mentioned above,
all requirements and conditions for reliability and validity were met. Consequently, this
research assesses the inner model [73].
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Table 2. Descriptive statistics and reliability of constructs (N = 401).

Construct Items Loading CA CR AVE Deleted
Item

ES ES 1 0.704 0.853 0.891 0.577 ES 4
ES 2 0.760 ES 6
ES 3 0.734 ES 7
ES 5 0.795
ES 8 0.801
ES 9 0.760

EL EL 1 0.732 0.912 0.928 0.618 EL 9
EL 2 0.774 EL 10
EL 3 0.812 EL11
EL 4 0.789 EL 12
EL 5 0.824
EL 6 0.792
EL 7 0.795
EL 8 0.769

EOR EOR 1 0.773 0.852 0.894 0.629
EOR 2 0.808
EOR 3 0.802
EOR 4 0.806
EOR 5 0.775

IC IC 1 0.829 0.845 0.896 0.683
IC 2 0.799
IC 3 0.840
IC 4 0.837

Table 1. All indicators loaded on their own construct are higher than on any other, supporting that the constructs
are distinct. Notes: CA = Cronbach’s alpha; CR = composite reliability, and AVE = average variance extracted.

Table 3. Discriminant validity.

1 2 3 4

Fornell and Lacker

Entrepreneurial Leadership 0.786
Entrepreneurial Opportunity Recognition 0.701 0.793
Entrepreneurial Success 0.662 0.725 0.760
Innovation Capability 0.726 0.663 0.643 0.826
The Heterotrait–Monotrait (HTMT)
Entrepreneurial Leadership
Entrepreneurial Opportunity Recognition 0.793
Entrepreneurial Success 0.750 0.845
Innovation Capability 0.822 0.781 0.753

Bold diagonal elements are the square root of AVE (average variance extracted), which should exceed the
off-diagonal inter-construct correlations for adequate discriminant validity.

4.3. Structural Model

A bootstrapping procedure was used to evaluate the structural model (Hair Jr et al.,
2021) [78]. Figure 2 displays the results of the structural model test on 5000 subsamples.
The direct and indirect hypotheses of the study’s findings are displayed in Table 4. First,
all direct effect analyses showed that the six hypotheses were significant. EL positively
affects ES (H1: ß = 0. 201, t = 3.345, p 0.000, and CI = 0.102, 0.295), EOR (H2: ß = 0. 701,
t = 18.034, p 0.000, and CI = 0.629, 0.758), and IC (H3: ß = 0. 513, t = 7.209, p 0.000, and
CI = 0.398 c, 0.635). Furthermore, EOR positively affects IC (H4: ß = 0. 303, t = 4.102, p 0.000,
and CI = 0.180, 0.427) and ES (H5: ß = 0. 454, t = 7.973, p 0.000, and CI = 0.361, 0.550).
Additionally, IC affects ES positively (H6: ß = 0. 195, t = 3.362, p 0.000, and CI = 0.103,
0.288). Second, all indirect hypothesis results were positive and significant. EOR positively
mediates the relationship between EL and ES (H7: ß = 0. 319, t = 6.873, p 0.000), and IC
positively mediates the link between EL and ES (H8: ß = 0. 100, t = 2.807, p 0.003). The
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serial mediation of EOR and IC between the linkage between EL and ES was significant
(H9: ß = 0. 042, t = 2.702, p 0.004).
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Table 4. Hypotheses results of the structural model.

Relationships Beta STDEV T
Statistics

p
Values LLCI ULCI VIF f2 Decisions

Direct relationships
H1 EL -> ES 0.201 0.060 3.345 0.000 0.102 0.295 2.586 0.038 Accepted
H2 EL -> EOR 0.701 0.039 18.034 0.000 0.629 0.758 1.000 0.968 Accepted
H3 EL -> IC 0.513 0.071 7.209 0.000 0.398 0.635 1.968 0.313 Accepted
H4 EOR -> IC 0.303 0.074 4.102 0.000 0.180 0.427 1.968 0.110 Accepted
H5 EOR -> ES 0.454 0.057 7.973 0.000 0.361 0.550 2.184 0.229 Accepted
H6 IC -> ES 0.195 0.058 3.362 0.000 0.103 0.288 2.345 0.039 Accepted
Indirect relationships
H7 EL -> EOR -> ES 0.319 0.046 6.873 0.000 NA NA NA NA Accepted
H8 EL -> IC -> ES 0.100 0.036 2.807 0.003 NA NA NA NA Accepted

H9 EL -> EOR ->
IC- > ES 0.042 0.015 2.702 0.004 NA NA NA NA Accepted

Notes: STDEV = standard deviation, LLCI = lower-level confidence interval, ULCI = upper-level confidence
interval, and VIF = variance inflation factor.

4.4. Structural Model Efficiency Test

The effectiveness of the structural model in the most recent studies was evaluated in
various steps [78]. First, lateral collinearity was evaluated using VIF. Table 4 shows that
the inner VIF ranges from 1.000 to 2.568 and that these values are satisfactory as they fall
below 5 [63]. Second, the model’s values should be weak, moderate, or substantial, i.e.,
0.25, 0.50, and 0.75, respectively, in terms of predictive accuracy (R2) [63,78]. According to
the findings, R2 is acceptable because ES, EOR, and IC account for 59, 49, and 57 percent of
the variance, respectively, as shown in Table 5. Third, the blindfolding method was used
to compute Q2 to evaluate the predictive relevance. As shown in Table 5, the structural
model’s predictive accuracy was achieved. The Q2 values for the endogenous variables ES,
EOR, and IC were, respectively, 0.329, 0.305, and 0.385. Fourth, to determine the statistical
significance of the measures, the effect size (f2) was calculated [79]. The results demonstrate
differences in the measures at the big, moderate, and weak effect sizes (f2). The effect size of
EL to EOR and EL to IC is big, being 0. 968 and 0. 313, respectively, and there is a moderate
effect size of EOR to IC and EOR to ES, being 0.110 and 0.229, respectively, while EL to ES
and IC to ES has a weak effect size, being 0.038 and 0.039, respectively,
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Table 5. Quality of the structural model (Q2 and R2).

Construct R2 Q2

Entrepreneurial success 0.588 0.329
Entrepreneurial opportunity recognition 0.492 0.305
Innovation capability 0.574 0.385

Moreover, the research assessed the accuracy of the model’s prediction by concen-
trating on “a novel approach for assessing a model’s out-of-sample prediction”, PLS [80].
Table 6’s PLS-predict assessment result demonstrates that the majority of Q2 values gen-
erated by the PLS model are higher than those produced by the linear regression model
(LM) model. The majority of EOR, IC, and ES items in the PLS model produced smaller
prediction errors when the procedures carried out by [80] were applied. This contrasts with
the result of the LM model, explaining the model’s moderate predictive power.

Table 6. Result for PLS-predict.

PLS LM PLS-LM

RMSE MAE Q2_predict RMSE MAE Q2_predict RMSE MAE Q2_predict

EOR 4 0.746 0.55 0.238 0.752 0.554 0.225 −0.006 −0.004 0.013
EOR 3 0.74 0.548 0.31 0.756 0.554 0.28 −0.016 −0.006 0.03
EOR 2 0.619 0.457 0.375 0.631 0.451 0.351 −0.012 0.006 0.024
EOR 5 0.696 0.532 0.297 0.71 0.531 0.269 −0.014 0.001 0.028
EOR 1 0.777 0.569 0.294 0.803 0.584 0.247 −0.026 −0.015 0.047
ES 9 0.766 0.562 0.262 0.786 0.572 0.223 −0.02 −0.010 0.039
ES 2 0.764 0.57 0.211 0.769 0.577 0.2 −0.005 −0.007 0.011
ES 3 0.73 0.565 0.27 0.728 0.558 0.273 0.002 0.007 −0.003
ES 1 0.687 0.533 0.22 0.696 0.538 0.2 −0.009 −0.005 0.02
ES 5 0.796 0.616 0.273 0.804 0.622 0.259 −0.008 −0.006 0.014
ES 8 0.778 0.586 0.249 0.784 0.59 0.237 −0.006 −0.004 0.012
IC 4 0.656 0.523 0.404 0.66 0.519 0.398 −0.004 0.004 0.006
IC 2 0.717 0.506 0.278 0.737 0.519 0.237 −0.02 −0.013 0.041
IC 3 0.683 0.52 0.405 0.666 0.499 0.434 0.017 0.021 −0.029
IC 1 0.693 0.495 0.325 0.714 0.51 0.284 −0.021 −0.015 0.041

5. Discussion and Conclusions

This analysis used a longitudinal approach to investigate the effects of EL on IC, EOR,
and ES, depending on the commonly held beliefs about the positive impacts of EL [14,15,29].
The results reveal a marked improvement in the micro-business owners’ ability to recognize
opportunities, increase IC, and promote their ES after they improved their EL. The findings
confirm the efficacy of EL in helping MSMEs to seize and recognize opportunities and
increase their ability to create new ideas and innovate new products and services, which
significantly influence ES.

The empirical outcomes of the serial mediation analyses reveal a favorable relationship
between EL and ES. This indicates that EL assists MSMEs to survive and achieve success.
This result is consistent with the results of earlier studies that confirmed the significant
effect of EL on ES, business performance, and business sustainability [6,14,21,22]. The
findings also demonstrate a positive linkage between EL and EOR. This means that micro-
entrepreneurs can learn from interdependent teamwork by using EL to facilitate the sharing
of information, knowledge, and professional experience with others, making it possible
for new opportunities to be identified and evaluated more thoroughly [37]. The results are
consistent with those of earlier research [21,25]. Additionally, the findings demonstrate that
EL has a positive impact on IC. The results imply that MSMEs will be more innovative and
creative when they adopt EL, leading to new ideas, solutions, and innovative products and
services. The findings are consistent with those of earlier research [24,25,44]. Overall, this
study supports previous research by showing that EL, EOR, and IC are all predictors of ES.
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The outcomes of the serial mediation model also support the independent and serial
mediation effects of EOR and IC on the link between EL and ES. More precisely, the
findings demonstrate that EOR significantly improves ES and mediates EL and ES’s link.
This suggests that the ability of a MSMEs’ manager/owner to recognize opportunity
increases the beneficial effect of EL on ES [37]. Likewise, the decisions show that IC has
a significant positive influence on ES when acting as a mediating factor and significantly
mediates the linkage between EL and ES. This means that IC strengthens the connection
between EL and ES [44]. It also means that the impact of IC on ES will be greater when
entrepreneurs become more innovative. Importantly, this study has shown how EOR and
IC sequentially mediate the relationship between EL and ES. The findings indicate that
EL is serially related to EOR and is further positively correlated with IC, which directly
enhances the ES of MSMEs. This means that EL boosts EOR, and high EOR enhances the
IC of micro-entrepreneurs, which, in turn, enhances ES. Based on the findings discussed
above, this study concludes that enriched EL focusing on helping MSMEs’ owners and
managers to develop their capacity to identify and recognize opportunities and promote
their IC will have a stronger effect on ES. The research also suggests that EL sequentially
influences ES through EOR and IC.

5.1. Theoretical Implications

This study makes a significant theoretical contribution to the RBV from the viewpoint
of micro-businesses. To do this, it argues that, and is supported by empirical evidence
that shows that, creating, employing, and leveraging EL, including firm-specific internal
capabilities, not only improves EOR and IC but also enables and realizes ES. Thus, the study
satisfies the theory’s primary objective of achieving ES, competitive advantage and ES. By
analyzing both the direct and indirect effects of EL on micro-enterprise ES through the
independent and serial mediating role of EOR and ES, this study distinguishes itself from
previous research in terms of originality. The serial mediation effect of EOR and IC in this
model has also been determined with the help of a thorough and rigorous analysis. Overall,
the study makes a substantial contribution to the body of knowledge. These findings
broaden the application of the theory and improve the body of literature by helping one
understand entrepreneurial leadership traits and how they affect EOR, IC, and ES.

5.2. Managerial Implications

The findings of this research shed light on the areas that should be prioritized to
increase micro-enterprise success, which is thought to be crucial for encouraging en-
trepreneurial activities and improving the socioeconomic circumstances of extremely vul-
nerable low-income households in developing nations like Malaysia. The findings of this
study can generally be applied to other emerging or developed countries where the majority
of businesses are MSMEs and where EL, EOR, and IC may also have a significant bearing on
the ES of firms. Policymakers can use these findings, in particular, to address the economic
vulnerability of low-income households, particularly those in Malaysia, in a sustainable
manner. In terms of micro-enterprise owners, this study provides valuable insights into the
self-potential that is inherent among entrepreneurs. These insights could be improved and
translated into the better ES of micro-enterprises, reducing micro-entrepreneurs’ reliance on
outside institutions, such as the government. These findings suggest that the government
and socioeconomic development agencies should concentrate more on developing the
leadership skills of low-income entrepreneurs. Furthermore, more EOR and IC promotion
is required to provide innovative goods and services and gain a competitive advantage.
Such programs might raise the ES of micro-businesses, encouraging low-income household
heads to take on more entrepreneurial ventures.

5.3. Limitations and Future Research

Even though this study makes a significant contribution to the body of knowledge,
many issues still need to be resolved. First, the findings might not be broadly applicable
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outside of Malaysia due to the study’s single-country focus and the drawbacks of cross-
sectional surveys. Further research is needed to determine whether country or cultural
specificity affects how EOR and IC affect the relationship between EL–ES. Therefore, further
studies on this subject should examine whether the same findings hold for other South
Asian nations or emerging economies in general. Third, this study used non-probability
sampling techniques and subjective measurements for all the major components due to
the difficulties in data collection. Even though numerous tests indicate that the metrics
used in this study are reliable and valid, the article suggests that future research should
use random sample techniques and objective performance indicators. It would be a very
interesting topic for further research if it were possible to apply the study’s findings to
other economies.
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Appendix A. Survey Instrument

Code Questions Source

ES: Item 1 I feel like I run a successful business.

Walker and Brown [68]

ES: Item 2 I can control my business
ES: Item 3 I am able to balance work and family interface
ES: Item 4 Having pride in my job is more important than making lots of money.
ES: Item 5 My own satisfaction is more important than making money
ES: Item 6 I am just as optimistic now as when I started the business
ES: Item 7 Given the job to people gives me great satisfaction
ES: Item 8 It is more important to have a flexible lifestyle than make lots of money
ES: Item 9 Being my own boss gives me more personal satisfaction

EL: Item 1 I can set high standards of performance.

Gupta et al. [20]

EL: Item 2 I have a vision of the future and imagination.
EL: Item 3 I predict potential future events.
EL: Item 4 I can display and express powerful positive emotions for the work.
EL: Item 5 I’m able to make transactions with others as I can negotiate effectively.
EL: Item 6 Usually, I’m looking for continuous improvement in my performance.
EL: Item 7 I may inspire other people’s feelings, convictions, values, and behaviors.
EL: Item 8 I can make decisions firmly and quickly
EL: Item 9 I instill trust in others by putting faith in them.
EL: Item 10 I always offer courage, confidence, or hope through reassuring and advising.
EL: Item 11 I may encourage group members to cooperate.
EL: Item 12 I may combine people or items into a cohesive way of working.
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Code Questions Source

EOR: Item 1 I am always alert to new business opportunities.

Kuckertz et al. [49]
EOR: Item 2 I always research potential markets to recognize opportunities
EOR: Item 3 I often think of new business opportunities when I am quiet.
EOR: Item 4 I am always looking for information about new potential products.
EOR: Item 5 I am aware of the environment to find business opportunities.

IC: Item 1 I frequently seek out new ideas.

Calantone et al. [70]
IC: Item 2 I still search for new ways to make things happen.
IC: Item 3 I am creative in my business
IC: Item 4 I am often among the first to launch new products and services.
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