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ABSTRACT

Objective: The notion of opportunities is fast becoming a dominant topic in the field of
entrepreneurship research. Based on the causation process, this study aims to identify
the manager’s decisions to take entrepreneurial action through opportunity discovery
and opportunity creation indicators.
Research Design & Methods: This empirical study tests its hypotheses by using a sam-
ple of 400 senior and middle-level managers from Pakistan and applied a SEM structural
equation modeling technique.
Findings: Our findings show that opportunity discovery and opportunity creation posi-
tively and significantly influence nascent entrepreneurial behaviour. Meanwhile, re-
sults reveal that the causation approach partially mediates the relationship between
opportunity discovery, opportunity creation, and nascent entrepreneurial behaviour.
Implications & Recommendations: The results of this study elucidate senior and mid-
dle level managers from a SME sectors of Pakistan. On the basis of our findings, policy
makers, managers and entrepreneurship researchers may better understand how to
discover and create an opportunity in starting a new business.
Contribution & Value Added: This study is the first attempt that contributes to the field
of entrepreneurship by taking the causation approach as a mediator and identifying the
role of opportunity discovery and opportunity creation on developing nascent entre-
preneurial behaviour among senior and middle-level managers in Pakistan.
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INTRODUCTION

Identifying an opportunity for launching a new venture is the greatest significant capa-
bility of the successful entrepreneur, and it is an essential issue in the study of entrepre-
neurship (Short, Ketchen Jr, Shook, & Ireland, 2010). Globally, it is acknowledged that
entrepreneurship is a critical driver of employment creation and innovation, but it also
contributes to the economic growth of nations (Li, Murad, Shahzad, Khan, & Ashraf et
al., 2020; Neneh, 2019). Many governments and private organizations are depending on
entrepreneurial start-ups because this minimises the unemployment rate by providing
job opportunities to individuals (Fuller, Liu, Bajaba, Marler, & Pratt, 2018). The process
of creating a business is no easy task; ordinary practices begin with the ambition of an
individual with capital and resources, an entrepreneur who identifies an opportunity
(Edelman & Yli-Renko, 2010). The needs of an entrepreneur must garner support, gather
necessary capital or resources, and produce ample commitment from investors to
changethe idea from dream to reality (Tian, Yang, & Wei, 2019).

A new firm develops over a long period of time, a series of organising activities, pre-
paring a business plan, securing financial resources, and hiring professional human re-
sources (Castriotta, Loi, Marku, & Naitana, 2019; Greenberg, 2019). Opportunity discovery
and opportunity creation are based on environmental factors and entrepreneurial actions
(Alvarez & Barney, 2007; Gonzalez, Husted, & Aigner, 2017). Prior studies explain that op-
portunity discovery concentrates on features of an entrepreneur, while opportunity crea-
tion focuses on organizational opportunities formed by the individual with their intellec-
tual ideas (Chetty, Karami, & Martin, 2018; Edelman & Yli—Renko, 2010).

The relationship between discovery and creation is defined in prior literature
(Alvarez & Barney, 2007; Mansoori & Lackéus, 2019; Sarasvathy, Dew, Velamuri, &
Venkataraman, 2010). Moreover, previous researchers explain that discovery and cre-
ation lead to improved entrepreneurial action and long-term influence on business per-
formance (Foss & Klein, 2017; Sine & David, 2003). Other entrepreneurial studies focus
on entrepreneurial alertness, proactive personality, and creativity towards measuring
entrepreneurial intentions (Gieure, del Mar Benavides-Espinosa, & Roig-Dobdn, 2020;
Li, Murad, Shahzad, Khan, & Ashraf et al., 2020; Neneh, 2019). Extant research identi-
fies the importance of entrepreneurship with social cognitive theory, the theory of
planned behaviour, social identities, alertness theory, and effectuation theory — so as
to measure entrepreneurial intentions and behaviours (Baron & Ensley, 2006; Dutta &
Thornhill, 2008). Among several theoretical perceptions in the literature, causation ap-
proach is neglected in the study of opportunity discovery, opportunity creation; but
there also is no empirical research that would examine the mediating role of the cau-
sation approach on entrepreneurial intention in nascent entrepreneurial behaviour. In
previous studies, causation approach appears as a positive indicator in the relationship
between opportunity discovery and opportunity creation (Alvarez & Barney, 2007;
Alvarez, Barney, & Young, 2010; Sarasvathy, 2001).

The gap identified by this study elaborates into two perspectives; firstly, most of
the entrepreneurial studies use students as samples, and very few use non-student
samples in entrepreneurial behaviour research (Schlaegel & Koenig, 2014; Shirokova,
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Osiyevskyy, & Bogatyreva, 2016). For example, Bird (2015) finds that there are differ-
ences between students and non-students in how they form entrepreneurial behav-
iours. Meanwhile, existing studies indicate that research is needed to determine the
employee entrepreneurial intention (Katsikea, Theodosiou, & Morgan, 2015; Pearce Il,
Kramer, & Robbins, 1997; Rosin & Korabik, 1991).

Secondly, this study covers the research gap with respect to entrepreneurial behaviour
and manager’s entrepreneurial intention to search for opportunity discovery and oppor-
tunity creation. Previous researchers focus on job satisfaction, characteristics, and manager
intention towards resignation; few studies examined manager intention towards entrepre-
neurial behaviour. Krasnigi (2014) suggests that future research should be conducted on
how individuals change their minds from job status to entrepreneurial action and when do
they perceive good opportunity in the market. Accordingly, our study fills this gap in the lit-
erature of entrepreneurship by using the sample of senior and mid-level managers from the
SME sector of Pakistan. Specifically, the objective of our study is to differentiate opportunity
discovery vs opportunity creation through the causation approach, whether they develop a
nascent entrepreneurial behaviour among managers or not.

The rest of the paper is divided into four sections: literature review, material and
methods, results and discussion, and conclusion.

LITERATURE REVIEW

Opportunity Discovery (DIS) and Opportunity Creation (CRE)

According to Alvarez et al. (2010) opportunity discovery and opportunity creation are
associated with entrepreneurial actions that entrepreneurs take to identify and exploit
opportunities. Opportunity discovery highlights the high level of discovery view regard-
ing search and scanning of the environment for competitive advantages (Brush, Greene,
& Hart, 2001). On the other hand, the creation approach is related to entrepreneurial
actions and is considered as a source of opportunities that would not be recognised
without the actions of entrepreneurs (Burgelman & Hitt, 2007).

Numerous researchers note that opportunity discovery is independent of entrepre-
neurs, and it can be discovered by alert entrepreneurs (Cha & Bae, 2010; Upson,
Damaraju, Anderson, & Barney, 2017). The nature of opportunities is the result of ex-
ternal shocks such as industry or market and technology changes. This kind of shocks
leads to developing alertness in entrepreneurs to discover opportunities by conveying
information regarding existing opportunities. However, proper planning and searching
for information about the features of opportunities might be help to accomplish dis-
covery. According to Leyden (2016), opportunity creation is a concept of a new combi-
nation of thoughts, awareness, and resources. Some scholars state that opportunities
are not independent of entrepreneurs but created with the accrual of entrepreneurial
intentions and actions (Smith & Gregorio, 2017).

Opportunity Discovery (DIS) and Entrepreneurial Nascent Behaviour (ENB)

Opportunity discovery contains entrepreneurial actions started by individuals and teams en-
gaged to recognise an unkempt opportunity (Shu, Ren, & Zheng, 2018). Opportunity is asso-
ciated with new products, goods, and materials, which show that the opportunity is greater
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than the cost of production (Ren, Shu, Bao, & Chen, 2016). The literature suggests that indi-
viduals with the ability to discover an opportunity in the competitive market are more in-
clined to start a new business (Gonzalez et al., 2017). According to Miles et al. (2017), oppor-
tunity discovery refers to the identification of opportunity and taking action to exploit the
opportunity so as to become an entrepreneur. Moreover, in the discovery view, individuals
identify and exploit an opportunity with the help of prior knowledge and cognitive ability of
individuals (Tabares, Chandra, Alvarez, & Escobar-Sierra, 2020). Accordingly, an individual
opportunity discovery can influence their ability to create entrepreneurial intentions.

H1: Opportunity discovery is positively related to nascent entrepreneurial behaviour.

Opportunity Creation (CRE) and Entrepreneurial Nascent Behaviour (ENB)

Prior research finds that opportunity creation is a positive predictor for starting a new
business venture (Mergemeier, Moser, & Flatten, 2018; Welter, Mauer, & Wuebker,
2016). In the creation process, opportunities for constructing products and services do
not exist until entrepreneurs make them. In opportunity creation, entrepreneurs do not
form the opportunity first and then take the necessary action, but they take an action
and then wait to hear the outcome of their actions that they undertook in the market
only then to re-take corrective actions based on feedback (Edelman & Yli-Renko, 2010).
Therefore, opportunities require individual actions for the formation and social agree-
ment for sustainability. According to Alvarez and Barney (2007), there are two methods
of discovery and creation that inform the entrepreneurial behaviour. Firstly, the creation
approach is to study market failure, which is to generate the opportunity by individual
action. Thus, individuals with a greater level of opportunity creation are more likely to
engage in forming an entrepreneurial business venture.

H2: Opportunity creation is positively related to nascent entrepreneurial behaviour.

Causation (CAU) and Entrepreneurial Nascent Behaviour (ENB)

According to Fisher (2012) two approaches are discussed in theories of entrepreneur-
ship: causation and effectuation. The causation approach shows that results are
achieved by beginning with ends, analysing estimated results, and performing compet-
itive analyses (Alvarez et al., 2010). In the effectuation process, a set of targets is given
by choosing the appropriate effect, applying the affordable loss principle, and forming
and leveraging strategic relationships. Therefore, in the causation process, individuals
identify opportunities with the lower level of uncertainty while, in the process of effec-
tuation, individuals identify opportunities with the high level of uncertainty. This study
takes the causation approach to identifying the new business opportunities in the mar-
ket. The causation approach helps entrepreneurs in the new business development
process (Sarasvathy, 2001).

The causation approach refers to the planning and strategy approach containing such
actions that create opportunity identification and new business formation (Chandler,
DeTienne, McKelvie, & Mumford, 2011). The causation approach may help for those en-
trepreneurs start new businesses who bring resources together effectively and efficiently
and work according to strategy (Delmar & Shane, 2004). Entrepreneurial behaviours are
physical actions of an individual or team tasks essential to start and develop a new busi-
ness venture. While several studies investigate entrepreneurial intentions models, there
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are few studies available that reflect the entrepreneurial behaviour aspects and the impli-
cations of combined entrepreneurship theories such as causation, discovery, and creation
(Fuller et al., 2018; Neneh, 2019). Prior study by Chandler et al. (2011) develops and vali-
dates measurement scales to evaluate the application of causation and effectuation ap-
proaches in new business creation, and some items that they develop are directly associ-
ated with nascent entrepreneurial behaviour.

H3: Causation is positively related to nascent entrepreneurial behaviour.

Causation as a Mediator

The causation approach is associated with a specific result and focuses on choosing the
means to create an effect (Chandler et al., 2011). As cited by previous researchers, the
causation approach is related to a strategy to initiate a new business through oppor-
tunity recognition and proper business plan development (Alsos, Clausen, Hytti, &
Solvoll, 2016; Laskovaia, Marino, Shirokova, & Wales, 2019). According to Frese, Geiger,
and Dost (2019), in the formation of new business, entrepreneurs must ensure a causa-
tion approach and clearly define objective-oriented tasks to accomplish a systematic
search goal. Those entrepreneurs are engaged in opportunity discovery and opportunity
creation to exploit their pre-existing resources and knowledge in the industrial market.
Furthermore, in the process of causation, entrepreneurs divide prearranged aims and
select between the means to achieve prearranged goals (Sarasvathy, 2001).

Moreover, causation involves the process of opportunity discovery, creation,
search, and evaluation, along with the exploitation of opportunities. The principal per-
ception of causation is associated with ‘opportunity recognition, scanning, evaluation,
and exploitation of opportunities. Therefore, individuals with a high level of causation
process engage in meaningful planning outcomes and purposeful searches, among
other casual behaviours’ (Tryba & Fletcher, 2019). A study by de la Cruz, Jover, and Gras
(2018) finds that effectuation theory positively and significantly affects entrepreneurial
business performance and nascent behaviour. Therefore, to the best of our knowledge,
prior studies did not explore the influence of causation approach on entrepreneurial
intention and actions.

H4a: Causation will positively mediate the relationship between opportunity discov-
ery and nascent entrepreneurial behaviour.

H4b: Causation will positively mediate the relationship between opportunity crea-
tion and nascent entrepreneurial behaviour.

RESEARCH METHODOLOGY

Conceptual Model

Based on the above hypotheses development, Figure 1 shows the proposed research
model that indicates four factors, starting from opportunity discovery and opportunity
creation to entrepreneurial nascent behaviour.



188 | Cai Li, Majid Murad, Sheikh Farhan Ashraf, Nausheen Syed, Madiha Riaz

Opportunity
Discovery
Entrepreneurial
Causation H3 Nascent
Behavior
Opportunity
Creation

Figure 1. Research model
Source: own elaboration.

Sample and Data Collection

The data was gathered with a questionnaire survey of mid- and senior-level managers
of the SME sector in Pakistan, mainly focused on big cities such as Karachi, Faisalabad,
Lahore, Multan, and Sialkot. As suggested by previous studies, managers are appropri-
ate samples when the study is focused on the prediction of individual entrepreneurial
intention during job tenure, because they have some experience and working capital to
begin a new business (Krasniqi, Berisha, & Pula, 2019). The sample size was set based
on prior studies (Farooq et al., 2018; Li, Naz, Khan, Kusi, & Murad, 2019). Moreover, in
the absence of a comprehensive list of registered SME sector managers in Pakistan, we
used a non-probability convenience sampling technique. An email was sent to different
SMEs registered in chambers of commerce asking for their participation in the question-
naire survey and permission to contact with mid- and senior-level managers. The pen-
and-paper questionnaire was developed and physically distributed to the managers who
positively responded to the email request.

Furthermore, we employed a time lag approach for data collection. The duration of
the data collection period was three months, completed in two rounds. In the first
round, we gathered data regarding opportunity discovery and opportunity creation. In
the second round, we collected data about causation and nascent entrepreneurial be-
haviour so as to avoid the issue of common method bias. A total of 450 questionnaires
were distributed and 400 questionnaires were returned with a participation rate of
88.88%. Furthermore, 50 questionnaires were incomplete or either invalid, which elim-
inated them from further consideration. Among valid responses, 230 (57.5%) were male
managers and 170 (42.5%) were female managers.

The majority of managers were aged between 31-40 and 18-30 years. The 220 (55%)
respondents had a public sector university degree, while 180 (45%) had a private sector
university degree. The participation rate of managers according to their firms location in-
cludes (24.8% from Karachi); (23.0% from Faisalabad); (19.0% from Lahore); (18.0% from
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Sialkot) and (15.3% from Multan). Seventy per cent of managers worked in the manufac-
turing sector and 30% in the trading sector; 34% had a master’s degree, 29% — a bachelor’s
degree, and only 10% had no university degree.

Measures

Opportunity discovery (OD) was measured using five items adapted from llozor, Sarki,
Hodd, Craig, and Johnson (2006). This scale was tested and used in a previous study (Park,
Sung, & Im, 2017); was sample item was ‘l am excited by the knowledge that there are
many unexploited entrepreneurial opportunities.” The questionnaire on opportunity cre-
ation (OC) contained six items and based on a five-point Likert scale. This scale was
adapted from llozor et al. (2006); a sample item was ‘1 am a source of innovative ideas.’
Causation (CAU) was measured using a seven-item scale developed by Chandler et al.
(2011). This scale was also tested and validated by previous research (Alsos et al., 2016);
a sample item was ‘1 analysed long-run opportunities and selected what | thought would
provide the best returns.” The entrepreneurial nascent behaviour (ENB) questionnaire was
measured using seven items developed by Gieure et al. (2020), which examined entrepre-
neurial behaviours as a result of entrepreneurial intentions; a sample item was ‘1 am ca-
pable of developing a business plan.’

RESULTS AND DISCUSSION

The results were analysed using the Amos software 24.0 software package. For the pre-
diction, structural equation modelling (SEM) methodology was applied to test the hypoth-
eses. The SEM technique also incorporates measurement error and can reveal best-suited
predictions of interaction influences such as mediation (Li, Wang, Haque, Shafique, &
Nawaz, 2020). Moreover, SEM is the most appropriate technique used by prior studies for
testing the relationship between indicators (Songling, Ishtiag, Anwar, & Ahmed, 2018).
However, before applying SEM, we tested the normality of data using kurtosis and
skewness in the SPSS software, and we present the results in Table 1 below. As
recommended by George (2011), kurtosis and skewness values must be between +/-2.
Therefore, our data have normality and there is no issue of abnormality in the sample.
Moreover, the mean and standard deviation was also indicated in Table 1.

Table 1. Descriptive Statistics

Factors Mean Std. Deviation Skewness Kurtosis
DIS 3.9805 0.78426 -0.800 0.344
CRE 4.1854 0.78262 -1.470 2.189
CAU 3.8946 0.76198 -0.585 0.458
ENB 3.5764 0.97777 -0.786 0.129

Note: DIS = Discovery, CRE = Creation, CAU = Causation, ENB = Entrepreneurial Nascent Behaviour.
Source: own study.

Measurement Model

Conformity factor analysis was performed to check the fitness of the model, and we show
results in Figure 2 below. For the prediction of measurement model fitness, we found the
following results: Chi-squares= 808.696, DF=269, CMIN/DF=3.006, CFl= 0.936, NFI= 0.907,
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GFI=0.860, AGFI=0.830, TLI=0.929, IFI= 0.936, RFI=0.897, RMR=0.048 and RMSEA=0.071.
Hence, the measurement model meets the criteria suggested by Gaskin and Lim (2017).
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Figure 2. Measurement Model
Source: own elaboration.

Constructs reliability and validity were assessed through composite reliability, and aver-
age variance extracted (AVE). As suggested by Bagozzi and Yi's benchmark (1989), values
of Cronbach’s alpha must be >0.70 for composite reliability >0.80, with average variance
extracted >0.50. Moreover, Table 2 shows values of Cronbach’s alpha and composite
reliability: entrepreneurial nascent behaviour 0.950, 0.952, causation 0.918, 0.920, op-
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portunity creation 0.931, 0.940, and opportunity discovery 0.940, 0,943. Furthermore,
values of AVE showed entrepreneurial nascent behaviour 0.733, causation 0.616, oppor-
tunity creation 0.693, and opportunity discovery 0.757. Thus, all the values are accepted
and meet the threshold criteria.

Discriminant validity was assessed using a convergent validity test following the crite-
ria (Fornell & Larcker, 1981). This criterion was widely accepted and used by several au-
thors in prior studies (Li, Murad, Shahzad, Khan, & Ashraf, 2020; Li, Murad, Shahzad, Khan,
Ashraf et al., 2020). Table 2 represents the adequate discriminant validity because the
square root of AVE was higher than values of its corresponding rows and columns. Lastly,
the values under discriminant validity provided the results of positive correlations be-
tween all measurement constructs.

Table 2. Reliability and Validity Test

Factor CR AVE | MSV MaxR(H) ENB CAU CRE DIS
ENB 0.950 | 0.733 | 0.192 0.952 0.856
CAU 0.918 | 0.616 | 0.192 0.920 0.438*** 0.785
CRE 0.931 | 0.693 | 0.191 0.933 0.438*** | 0.391*** 0.832
DIS 0.940 | 0.757 | 0.134 0.943 0.366*** | 0.237*** | 0.357*** 0.870

***significant (p<0.001).

Notes: CR = Composite Reliability, AVE = Average Variance Extracted, MSV = Maximum Shared Variance, DIS =
Discovery, CRE = Creation, CAU = Causation, ENB = Entrepreneurial Nascent Behaviour.

Source: own study.

Common Method Bias

The common method variance was assessed using the method proposed by Harman’s
(1976) one-factor test. As per Harman’s methodology, common factor variance is present
when only one factor emerges from factor analysis and explains >50% of the variance
(Podsakoff, MacKenzie, & Podsakoff, 2012). Therefore, we included all the measurement
items introduced into the dimension reduction factor analysis using the rotated compo-
nent matrix. The output of the rotated matrix created four factors with the first factor
explaining the 38.85% of the total variance, which is below 50% of the total variance.
Therefore, common method bias was not considered a problem in this study.

Structural Models

Before testing results for hypotheses, we examined the prediction of structural model fit-
ness. The results were as follows: Chi-squares= 971.619, DF=372, CMIN/DF=2.612, CFl=
0.929, NFI= 0.890, GFl= 0.855, AGFI= 0.830, TLI= 0.928, IFI= 0.936, RMR=0.077, and
RMSEA=0.059. To assess the variance of measures, structural model explained 16% of var-
iance in the causation approach and 31% of variance in nascent entrepreneurial behaviour.
As suggested by Chin (1998), desired R2 values must be greater than 0.1 or zero. This is
not surprising because most entrepreneurial behaviour models in previous studies only
explained between 11% to 34% of variance in nascent entrepreneurial behaviour (Li, Mu-
rad, Shahzad, Khan, & Ashraf et al., 2020; Shirokova et al., 2016). Meanwhile, we tested
the hypotheses and offer the results in Figure 3 and Table 3 below. The first hypothesis of
our study assumes that DIS is positively related to ENB. The findings illustrate that DIS has
a positive and significant effect on ENB with standardised (B= 0.219***, C.R=4.635,
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p<0.001). Therefore, H1 is supported. Moreover, we analysed the result of hypothesis 2
and found that CRE positively influences ENB with standardised (f= 0.259***, C.R=5.037,
p<0.001). Thus, H2 is accepted. Furthermore, we tested the impact of hypothesis 3: CAU
positively related to ENB and results indicate that CAU has a positive and significant effect
on ENB with standardised (B= 0.296***, C.R=5.518, p<0.001). Hence, H3 is accepted.
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Figure 3. Structural model
Note: DIS = Discovery, CRE = Creation, CAU = Causation, ENB = Entrepreneurial Nascent Behaviour.
*p<0.05; **p<0.01; ***p<0.001
Source: own elaboration.
Table 3. Hypotheses results without a mediator
H | Dependent Path Independent | Estimate | Critical Ratio P Results
H1 ENB <+— DIS 0.219%** 4.635 0.001 | Supported
H2 ENB <+— CRE 0.259%** 5.037 0.001 | Supported
H3 ENB <+— CAU 0.296*** 5.518 0.001 | Supported

*p<0.05; ** p<0.01; ¥*** p <0.001

Note: DIS = Discovery, CRE = Creation, CAU = Causation, ENB = Entrepreneurial Nascent Behaviour.

Source: own study.

Mediation Testing

To test the mediation effect bootstrapping was performed with 5.000 subsamples and 95%
confidence interval of the lower and upper bounds proposed by Preacher and Hayes
(2008); we show the results in Table 4 below. In the bootstrapping method, we estimated
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the standardised direct effect, standardised indirect effect, and standardised total effect.
A significant indirect impact specifies the presence of mediation if p<0.05. Moreover, if
direct impact is also significant (p<0.05), it revreals partial mediation; whereas, if direct
effect is non-significant (p>0.05), it indicates full mediation.

Furthermore, as per hypothesis H4a, the results illustrate that CAU has a positive and
significant indirect effect on the relationship between DIS and ENB standardised
(B=0.037**, p<0.05). Likewise, we found that CAU also has a positive and significant indi-
rect effect on the relationship between CRE and ENB standardised ($=0.108***, p<0.05).
Thus, we can confirm that the CAU partially mediates in the relationship between DIS and
CRE on ENB; hence, H4a and H4b are also accepted.

Table 4. Hypotheses results with a mediator

o, H _
Stand- | Stand- | Stand 95% Confidence In Percentile
H Path with | ardised | ardised | ardised terval Bla_s-correlated method
a mediator |Direct Ef-| Indirect | Total Ef-| P | percentile method
fect Effect fect Lower and Upper |Lower and Upper
ENB €«—D
H4a N. IS 0.219***|0.036*** |0.256***|0.001 0.007, 0.386 0.007, 0.380
(with CAU)
H4b ENB. CRE 0.259***0.105*** (0.364***|0.001 0.058, 0.476 0.060, 0.478
(with CAU)

Note: DIS = Discovery, CRE = Creation, CAU = Causation, ENB = Entrepreneurial Nascent Behaviour.
*p < 0.05; **p < 0.01; ***p < 0.001
Source: own study.

Discussion

Concerning H1, we found that opportunity discovery has a positive and significant impact
on nascent entrepreneurial behaviour. This result is similar to previous studies by (Alvarez
& Barney, 2007; Foss & Klein, 2017) who reported that opportunity discovery helps indi-
viduals to identify and exploit an opportunity, because identification depends upon the
prior knowledge of individuals, while exploitation depends upon the cognitive abilities of
individuals, which leads to the discovery of new opportunities that form entrepreneurial
behaviour. Opportunity discovery would help to identify and exploit entrepreneurial op-
portunities as those opportunities are formed by entrepreneurial actions. This finding is
also in line with (Chetty et al., 2018; Gonzalez et al., 2017) who state that opportunity
discovery and opportunity creation views are helpful in managers’ decision-making pro-
cesses and in developing an entrepreneurial behaviour.

Regarding H2, our results indicate that opportunity creation has a positive and signif-
icant influence on nascent entrepreneurial behaviour. Our results are consistent with
Edelman and Yli—-Renko (2010) and Hmieleski, Carr, and Baron (2015) who suggest that
opportunities in the creation process are not assumed, as they can be created by capabil-
ities, actions, and the enactment of entrepreneurs, and the exploration of ways to start a
new business. Managers have more experience in handling business activities and perform
day-to-day tasks related to the internal and external environment so as to identify oppor-
tunity discovery and opportunity creation. Therefore, managers with the high ability to
discover opportunities have more capability to create a new business.
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Concerning H3, we find that causation positively and significantly impacts nascent en-
trepreneurial behaviour. This hypothesis is also supported and the result is consistent with
the causation approach of entrepreneurship and prior findings of Fisher (2012) and Pfeffer
and Khan (2018) who recommend that the causation process is engaged in entrepreneurial
behaviour to make their new venture more successful and help them to find innovative
opportunities from the industry or market. Therefore, individuals with the high level of
causation approach in opportunity discovery and opportunity creation are more likely to
get involve in entrepreneurial activities.

Regarding H4a and H4b, the results indicate that the causation positively and signifi-
cantly mediates the relationship between opportunity discovery, opportunity creation,
and nascent entrepreneurial behaviour. Hence, these hypotheses are accepted and find-
ings propose that causation is a significant predictor of opportunity identification and op-
portunity exploitation. Therefore, this finding is similar to Chandler et al. (2011) who sug-
gest that the causation process encourages individuals to create venture.

This study provides some theoretical contributions to the field of entrepreneurship.
Firstly, this study adds a theoretical contribution to the discovery and creation theories
of entrepreneurship and is consistent with prior work on nascent entrepreneurial be-
haviour (Alvarez & Barney, 2007; Sarasvathy, Dew, Velamuri, & Venkataraman, 2003).
Secondly, our study findings emphasise the importance of opportunity discovery and
opportunity creation theories of entrepreneurship in new venture creation processes.
We found that opportunity discovery and creation were positively and significantly re-
lated to nascent entrepreneurial behaviour to create a new venture. Thirdly, in line with
the discovery and creation view of entrepreneurship (Edelman & Yli-Renko, 2010), our
findings support the conceptualization of opportunity over the traditional discovery
view. Lastly, this study findings support the views of Kirzner (1997) and Shane (2003)
who state that opportunity is an objective state that exists in the environment, which
the entrepreneur discovers, creates, and then exploits.

Based on our findings, this study provides practical implications. Firstly, it offers a bet-
ter understanding of individual differences that enable the scanning and searching of man-
agers’ behaviours; especially their propensity to leave their job and become self-employed
through an effective opportunity of new business development. Entrepreneurship educa-
tors could provide a flexible environment for managers, from which they can search for
appropriate opportunities and then exploit them. Managers must dedicate some time to
scan the competitive environment. They should know from where they can find a good
opportunity for entrepreneurial setup. This kind of knowledge informs managers about
various types of businesses that cover existing gaps and show potential upcoming future
trends. Educators should arrange some entrepreneurial-based seminars and lectures to
introduce popular examples of renewed entrepreneurs who discovered and created inno-
vative businesses through innovative opportunity recognition.

The present study has some limitations. Firstly, our research focuses only on 400
SME’s sector of senior and mid-level managers in Pakistan. Secondly, we used self-report
guestionnaires that may lead to common method bias. Therefore, we suggest that future
research conducts a longitudinal study on different samples with effectuation theory on
opportunity discovery and opportunity creation so as to measure business performance
and contribute to the literature on entrepreneurship. Future research can also incorporate
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cross-sectional investigation from other theories of entrepreneurship — e.g. social identity
theory or social cognitive theory — to measure nascent entrepreneurship behaviour.

CONCLUSIONS

This study aimed to identify the role of causation process in opportunity discovery and
opportunity creation in developing nascent entrepreneurial behaviour among managers
from the SME sector. We found that opportunity discovery and opportunity creation pos-
itively and significantly affect nascent entrepreneurial behaviour through the causation
process. This study examined the causation approach as a mediator with entrepreneurial
behaviour. Prior studies paid more attention to the essential features of attitudes, percep-
tions, and intentions, while progress entrepreneurial behaviour on student samples and
non-student samples were neglected, such as studies on manager entrepreneurial inten-
tion and action towards starting a new business (Gieure et al., 2020; Neneh, 2019;
Shirokova et al., 2016). Thus, this study concludes that opportunity discovery, opportunity
creation, and causation process can help managers to become an entrepreneur.
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