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ABSTRACT

The growth of Food and Beverage (F&B) SMEs continues to increase along with the interest of Indonesian
people in enjoying the ready-to-eat food. SMEs in this field must possess entrepreneurial alertness to seek,
realize and recognize opportunities, also known as entrepreneurial opportunity recognition. This study aimed
to determine the impacts of: 1) social network on entrepreneurial alertness, 2) prior knowledge on
entrepreneurial alertness, 3) self-efficacy on entrepreneurial alertness, 4) entrepreneurial alertness on
entrepreneurial opportunity recognition among F&B SMEs in Jakarta. This study used purposive sampling
technique and a sample consisting of 80 F&B SMEs was obtained. The results proved that social network, prior
knowledge, and self-efficacy have positive and significant impacts on entrepreneurial alertness. Likewise,
entrepreneurial alertness has a positive and significant impact on entrepreneurial opportunity recognition. This
is an aspect that F&B SMEs need to pay attention to in order to identify, see, recognize, and find the

opportunities, which then generate the potential ideas to compete in the market.

Keywords: social network, prior knowledge, self-efficacy, entrepreneurial alertness, entrepreneurial

opportunity recognition

1. INTRODUCTION

The food and beverage industry is projected to boost the
Gross Domestic Product (GDP) growth with contribution to
GDP reaching 19.87 percent in the second guarter of 2020
[1]. SMEs in this field are growing, developing, and
continuing to experience growth due to the habits of
Indonesian people, especially in Jakarta, who prefer to
enjoy the ready-to-eat food.

In the efforts to build and develop a business, an
entrepreneur certainly must be able to find, recognize, and
realize the opportunities that exist in the Food and Beverage
(F&B) business. A person's ability to recognize
opportunities by seeing and observing changes in
environmental conditions is called entrepreneurial
opportunity recognition [2]. One among the key factors in
the opportunity recognition process is entrepreneurial
alertness, which is how someone can identify the
opportunities whereas other people may not see them [3].
Entreprencurial alertness is needed by entreprencurs,
because someone who is aware, sensitive, and alert to
environmental changes and their signs will have a higher
possibility to recognize the opportunities in their business
[4].

Entrepreneurial alertness is also greatly influenced by the
relationship between individuals through their social
network. Social network consists of a series of relationships

among the groups of people who have business and
personal relationships with the same interests [5]. Through
social network, individual reach is greater and the potential
to find opportunities is higher. The opportunity recognition
process can be developed through three social network
activities such as information gathering, thinking through
discussion with other people, and resource assembling at
assessment. Thus, one must have a strong social network to
identify opportunities, because through this interaction, the
information can be shared, which then stimulates the
growth of creative thinking in finding and recognizing those
opportunities |6]. The wider the social network one has, the
higher the entrepreneurial alertness will be towards
opportunities with the potential to succeed [7].

Apart from the social network, another factor that can give
arise to entreprencurial alertness is prior knowledge. Prior
knowledge is considered as an important factor and has a
competitive advantage in identifying opportunities, because
in certain fields it allows one to gain significant advantage
[8]. Prior knowledge becomes an important source of
innovation in growing and sustaining business as well as
increasing its competitiveness [9]. Prior knowledge can
influence someone to find, connect the information, and
help in making decisions, because one has the knowledge
related to the market, customers, and customer problems
with the intention of knowing how to meet the consumers’
needs [10]. Prior knowledge plays an important role,
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because it can act as a guide, a cue, and improve alertness
and become more sensitive to new information and
opportunities [11].

Not only social network and prior knowledge, self-efficacy
factors are also considered to be important factors that can
affect entrepreneurial alertness. Self-efficacy is a person's
belief in his/her ability to carry out certain tasks in his/her
own way, meaning that someone who does not have self-
efficacy will miss the opportunities [12]. Someone with
high self-efficacy is more able to realize opportunity
alertness and to evaluate these opportunities more precisely
[13].

This study aimed to test empirically whether there is an
influence of social network, prior knowledge, and self-
efficacy on entrepreneurial alertness. In addition, this study
was also conducted to analyze whether there is an influence
of entrepreneurial alertness on entreprencurial opportunity
recognition among F&B SMEs in Jakarta. The results of
this study are expected to be useful for SMEs in F&B
business in order to find the opportunities by paying
attention to wider social network, utilizing prior knowledge
to better understand customers and market needs, and
increasing self-efficacy to be more confident in recognizing
those opportunities.

2. LITERATURE REVIEW AND
HYPOTHESIS

2.1 Social network

Social network is a set of relationships among a group of
“actors” (the “actors™ can be individuals, departments, and
others) who tend to have similar interest [5]. Another study
stated that social network is an individual’s interpersonal
network, including the weak-tie and strong-tie network,
which facilitate the access to diverse information that
benefits from the learning and information dissemination
processes in order to further discover the opportunities [14].
Based on several definitions above, it is concluded that a
social network is an access that contains information and
connections with outsiders that encourage an entrepreneur
to develop opportunities in his/her business.

2.2 Prior knowledge

Individuals having prior knowledge can be more focused on
the main aspects of existing information, and process it
more efficiently, thus resulting in more opportunity
identification [15]. Besides, prior knowledge refers to an
individual's distinctive information about a particular
subject that can be the result of work experience, education,
and others. With the accumulated information and
knowledge acquired from life experiences, some people
may establish the connection in order to recognize the
opportunity as long as it is related to their available
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information [16]. From the explanation above, prior
knowledge can be concluded as the knowledge that
individuals possess regarding certain information and
subjects so that they can make connections to recognize and
identify the opportunities.

2.3 Self-efficacy

Self-efficacy is defined as entreprencurs' primary beliefs
that they can recognize the entrepreneurial opportunities,
take actions, and create conditions that permit business
startup or innovation [17]. Another definition of self-
efficacy is a person’s ability to make decision from
opportunity identification by preventing greater risk,
because the person is aware of his / her own ability. [18].
Based on those definitions, self-efficacy can be concluded
as the belief of a person or individual about his / her ability
to do and complete a certain job well.

2.4 .Entrepreneurial alertness

Entrepreneurial alertness as awareness can be defined as a
tendency to notice and be sensitive to information regarding
the objects, incidents, and patterns of behavior in the
environment. It is argued that high alertness can increase
the tendency of an opportunity being recognized [19].
Another study stated that entreprencurial alertness is
viewed as conceptually distinct from the opportunity’s
subsequent development, and from the activities undertaken
to subsequently exploit it [11]. Based on the such definition,
entreprencurial alertness can be concluded as one’s
sensitivity to see opportunities found in the entrepreneurial
process which may not be seen by others.

2.5.Entrepreneurial opportunity recognition

Entrepreneurial opportunity recognition can be perceived as
the cognitive process through which an individual
concludes that he / she has identified an opportunity [2].
Besides, entrepreneurial opportunity recognition can also
be defined as a type of recognition regarding the
environmental threats and opportunities in the industry as
well as general business environment [20]. Based on several
descriptions above, it can be concluded that entrepreneurial
opportunity recognition is a process in which an individual
has the ability to identify, see, recognize, and find the
opportunities and then generate new business ideas that are
potentially profitable.

2.6. The impact of social network on
entrepreneurial alertness

Social network and entrepreneurial alertness have a positive
and significant relationship [6]. Social network are
important, because they form relationships among other
people who can share the information and stimulate creative
thinking regarding potential opportunities. In order to find
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the strong entreprencurial opportunities, one must have
social relationships and improve his/her entreprencurial
awareness [21]. Based on the description above, this
research hypothesis related to social network and
entrepreneurial alertness can be developed as follow:

Hi: Social Network has a positive and significant impact
on Entrepreneurial Alertness

2.7. The impact of prior knowledge on
entrepreneurial alertness

A previous study revealed that prior knowledge about the
market and customer problems has a positive impact on
entreprencurial alertness, in a way that prior knowledge and
experience in some contexts can result in an increase in
individual’s cognitive abilities [22]. Based on the
phenomenon, this research hypothesis related to prior
knowledge and entreprencurial alertness can be developed
as follow:

Ha: Prior Knowledge has a positive and significant
impact on Entrepreneurial Alertness

2.8. The impact of self-efficacy on
entrepreneurial alertness

Social Network
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Individuals with higher levels of self-efficacy will be more
likely to be aware of new opportunities, whereas
entrepreneurs who are alert will tend to pursue the
opportunities continuously [2]. Based on the phenomenon,
this research hypothesis related to self-efficacy and
entreprenceurial alertness can be developed as follow:

Hi: Self-Efficacy hasa positive and significant impact on
Entrepreneurial Alertness

2.9. The impact of entrepreneurial alertness on
entrepreneurial opportunity recognition

Entrepreneurial alertness is a cognitive ability which allows
a person to seeck, connect, evaluate, and assess the
information from various fields in order to help identify the
opportunities [3]. Based on the definition, this research
hypothesis related to entrepreneurial alertness and
entrepreneurial opportunity recognition can be developed as
follow:

Hs: Entrepreneurial Alertness has a positive and
significant impact on Entrepreneurial Opportunity
Recognition

Based on the explanation on the relationships among these
variables, the research model used in this study can be
developed as follow:

T

Prior Knowledge

Entrepreneurial
Alertness

Entrepreneurial
Opportunity
Recognition

Self - Efficacy

Figure 1 Research model

3. RESEARCH METHOD

This study used a cross-sectional method by conducting
one-time data collection with purposive sampling
technique, which is a sampling technique based on certain
considerations or criteria in order to provide the appropriate
information needed by the researcher. The sample
amounted to 80 respondents, the majority of whom were
male (62.7%), with most of them were between 21 years -
26 years old (61%), and based on the latest education most
respondents were undergraduates (57.5 %).

All data obtained was then analyzed using the PLS-SEM
model with SmartPLS tool. There were 17 indicators used
in this study, consisting of 3 indicators of Social Network
variables, 3 indicators of Prior Knowledge variables, 4
indicators of Self-Efficacy, 4 indicators of Entreprencurial
Alertness, and 3 indicators of Entrepreneurial Opportunity

Recognition [6][21]. The instrument used in this study was
questionnaire using a 5-point Likert scale ranging from
"Strongly Disagree", to "Strongly Agree". After analyzing
the validity and reliability, one item was removed from the
total of 17 items, because the loading factor of the indicator
was less than 0.5.

4. RESULT AND DISCUSSION

After making adjustments to meet the loading factor
criteria, the 16 items had an AVE greater than 0.5 and a
loading factor greater than 0.5. Thus, they met the criteria
for convergent validity. Furthermore, the results of the
reliability analysis showed that all variables met the
reliability requirements with composite reliability greater
than 0.7. The results of validity and reliability test are
described in Table 1 and Table 2.
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Table 1 Convergent Validity and Reliability
Variable Item Loading Factor AVE Composite Reliability
SN1 0.744
Social Network SN2 0.794 0.609 0.824
SN3 0.802
PK1 0.700
Prior Knowledge PK2 0.802 0.515 0.760
PK3 0.641
SE1 0.863
. SE2 0.895
Self-efficacy SE3 0867 0.712 0.908
SE4 0.741
. EA2 0.896
Entrepreneurial EA3 0867 0.683 0.865
Alertness
EA4 0.702
Entrepreneurial EOR1 0.585
Opportunity EOR2 0.848 0.521 0.762
Recognition EOR3 0.709
Table 2 Discriminant Validity (Fornell-Larcker)
Entrepreneurial | Entrepreneurial Prior Self-Efficacy Social
Alertness Opportunity Knowledge Network
Recognition
Entrepreneurial 0.826
Alertness
Entrepreneurial 0.509 0.722
Opportunity
Recognition
Prior Knowledge 0.519 0472 0.718
Self-Efficacy 0.513 0.341 0.407 0.844
Social Network 0.451 0.367 0.283 0.198 0.780
Furthermore, the path coefficient test was conducted to are the results of the hypothesis test using the bootstrapping
determine whether the independent variable partially has a method:
significant impact on the dependent variable. The following
Table 3 Path Coefficient Analysis Result
Hypothesis Path Coefficient P-Values Result
Hi : Social Network — Entrepreneurial .
Alertness 0301 0.002 Supported
Hz: Prior Knowledge — Enftrepreneurial «
Alertness 0299 0.002 Supported
Hs : Self-Efficacy — Entrepreneurial Alertness 0.332 0.001 Supported
Ha : Entreprencurial Alertness — 5
Entrepreneurial QOpportunity Recognition 0509 0-000 Supported
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Based on the results of path coefficient test in Table 3, it can
be concluded that entrepreneurial alertness has the largest
coefficient on entrepreneurial opportunity recognition
(0.509). Meanwhile, the entrepreneurial alertness variable
is most influenced by the self-efficacy variable, which has
a coefficient of 0.332, and then followed by social network
with a coefficient of 0.301 and prior knowledge variable
which has a coefficient of 0.299. The results in Table 3 can
also prove that H,, Hz, Hs, and H, were supported.

The result of first hypothesis testing showed that social
network positively and significantly affects entrepreneurial
alertness (H;). The result of this study is in line with a study
conducted by [6] stating that there is a positive and
significant influence of social network on entreprencurial
alertness. In order to find and identify the opportunities, one
must have social network in order to increase the
entrepreneurial alertness [21]. Social network is important
for F&B SMEs to improve the access to information
obtained through the interactions with customers, suppliers,
work partners and non-work partners, which will make
entrepreneurs become more sensitive. Any information can
create creative and unique thoughts that can directly assist
in finding opportunities in order to develop the business.

Furthermore, the hypothesis testing on the prior knowledge
variable towards entrepreneurial alertness showed that prior
knowledge  positively and  significantly  affects
entrepreneurial alertness (H:). Prior knowledge plays an
important role in developing entrepreneurial alertness,
because entrepreneurs can use it to adapt to various
environmental changes with various potential opportunities
[L1]. Prior knowledge can be obtained by F&B business
owners through suggestions and criticism from consumers.
This makes entrepreneurs become more sensitive to
opportunities in determining what customers desire.

The hypothesis testing on self-efficacy variable towards
entrepreneurial alertness in this study showed a positive and
significant impact (H:). Individuals with a higher self-
efficacy are more likely to be aware of new opportunities
and may tend to pursue the opportunities continuously [2].
Self-efficacy is important for F&B SME entreprencurs,
because high self-efficacy can help them find, develop, and
run their business, which then leads to the increase in
entreprencurial alertness.

Based on the result of the fourth hypothesis testing, it can
be known that entrepreneurial alertness has a positive and
significant  effect on  entrepreneurial  opportunity
recognition (H,). Entrepreneurial alertness is a cognitive
ability that allows someone to seek, connect, evaluate, and
assess information from various fields to help in
entrepreneurial opportunity recognition [3]. F&B SME
entreprencurs  with high alertness will become more
sensitive in finding opportunities, making it possible to find
and evaluate information, leading to the increased
entrepreneurial opportunity recognition of which others
may not be aware.

Advances in Economics, Business and Management Research, volume 174

5. CONCLUSION AND IMPLICATION

From the results obtained in this study, it can be concluded
that Social Network, Prior Knowledge and Self Efficacy
play positive and significant roles in Entrepreneurial
Alertness among F&B SMEs. These entrepreneurs need to
establish good social network, pay attention to suggestions
provided by consumers, and learn many things in order to
motivate them to find new opportunities in their business.
In addition, the results of this study also conclude that
Entrepreneurial Alertness plays a positive and significant
effect on Entrepreneurial Opportunity Recognition. This is
in accordance with the factors affecting the process theory,
which describes that every opportunity recognized by an
entrepreneur will be preceded by a high state of alertness to
information.

Based on these conclusions, the F&B SME entreprencurs
who are running their businesses need to pay attention to
the social network that have been established with
customers, suppliers, work partners, and other business
relations, in order to reach a wider network and share the
information, in order to be able to identify and find
opportunities for their business development. SMEs must
also take advantages of prior knowledge and experience in
running a business to better understand the customers’
needs and find the solutions. It is also important for
entrepreneurs to have the motivation to develop self-
efficacy so that they become more confident in finding
opportunities to develop their business.

6. LIMITATION AND SUGGESTION

The researchers are aware that there are many limitations
when conducting this study. One of them is that this
research was conducted during the COVID-19 pandemic,
and due to the Large-Scale Social Distancing policy and
self-quarantine suggested by the govenment, the data was
collected by distributing Google Form to respondents. This
led to the number of respondents being limited to 80 F&B
SME entreprencurs in Jakarta. Suggestions for further
research include: increase the number of samples and
narrow down the type of food and/or beverage in order to
strengthen the research results.
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