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Abstract. In today’s volatile, uncertain, complex, and ambiguous (VUCA) environment, business
innovation has shifted from being a strategic advantage to an essential condition for organizational
survival. Firms that fail to innovate risk obsolescence in rapidly changing markets. This article
presents a comprehensive literature review exploring the relationship between the Entrepreneurial
Mindset (EM) and business innovation, drawing on empirical studies and theoretical frameworks
published between 2020 and 2025. The findings consistently demonstrate that EM functions as a
foundational antecedent to innovation, shaping how individuals and organizations respond to
uncertainty and opportunity. Key cognitive dimensions of EM, such as risk propensity, tolerance
for ambiguity, and proactive orientation, emerge as direct drivers of product innovation, process
improvements, and digital transformation initiatives. These traits enable entrepreneurs and
managers to identify opportunities, experiment with novel solutions, and adapt to disruptive
technologies. Importantly, the review underscores that innovation operates as a mediating
mechanism between EM and sustainable business performance. In other words, while mindset
provides the cognitive foundation, it is the translation of entrepreneurial thinking into innovative
practices that ensures long-term competitiveness. By integrating diverse perspectives, this review
highlights the strategic importance of cultivating EM within organizations, positioning it as a
catalyst for resilience, adaptability, and sustainable growth in the VUCA era.
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1. Introduction

The contemporary business landscape is defined by rapid technological disruption and shifting consumer
behaviors. Within this context, innovation, the implementation of significant improvements in products,
processes, or organizational methods, is the engine of competitive advantage. However, innovation does not
occur in a vacuum; it is deeply rooted in the cognitive frameworks of organizational leaders [1].

Recent scholarship has increasingly pivoted toward the "human side" of innovation, specifically the
Entrepreneurial Mindset (EM) [1]. Unlike fixed personality traits, EM is viewed as a cognitive perspective that
enables individuals to recognize opportunities, act under uncertainty, and mobilize resources. This article aims
to systematically review existing literature to answer the question: How does an entrepreneurial mindset
influence various dimensions of business innovation.

According to the Theory of Planned Behavior, intentions derived from behavioral attitudes, subjective
norms, and self-control perceptions have an impact on entrepreneurial behavior [2]. Therefore, an
entrepreneurial mentality is a method of thinking that represents a person's capacity to spot possibilities, take
calculated risks, adjust to uncertainty, and think creatively and critically [3].

A strong attitude and self-control toward creative behaviors are also characteristics of an entrepreneurial
mindset [3]. An entrepreneur with an entrepreneurial mindset not only develops business ideas but also
implements them through creative, adaptable, and market-relevant business models. This ability to think flexibly
and reflect on oneself in the face of business dynamics is known as entrepreneurial mindset [4]. In order to
construct an inventive company model, an entrepreneur with an entrepreneurial mindset frequently makes use of
the resources at their disposal to generate new chances [5].
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According to research findings, low levels of entrepreneurial literacy by reference, unsupportive
regulations, and restricted access to business infrastructure all have an impact on how effective an
entrepreneurial mindset is in developing nations like Indonesia [6]. According to a different study, even if
entrepreneurs have an entrepreneurial mindset, many of them run their companies using traditional methods
since they lack digital expertise [7]. Therefore, the success of creative company concepts is mostly driven by the
entrepreneurial mindset, and business actors are encouraged by a progressive mindset to develop new strategies
for generating and seizing value from business prospects in addition to adhering to established patterns [3].
Despite extensive discussions on entrepreneurial mindset and innovation, existing studies remain fragmented
and lack integrative synthesis.

2. Method

This study employs a systematic literature review method [8], [9], [10], [11], [12], [13], [14], [15], [16].
The review focuses on peer-reviewed journal articles, conference proceedings, and academic reports published
between 2020 and 2025. Keywords used: "Entrepreneurial Mindset," "Business Innovation," "Corporate
Entrepreneurship,” "Innovation Performance," "Cognitive Frameworks." Inclusion Criteria: Studies that
empirically test or theoretically argue the link between psychological mindset attributes (e.g., risk-taking, self-
efficacy) and innovation outcomes.
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Figure 1. Prisma Flowchart
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3. Result and Discussion

Literature consistently defines EM not merely as the desire to start a business, but as a specific state of mind
oriented toward growth and opportunity [17]. Researchers describe cognitive adaptability, EM as the ability to
be dynamic, flexible, and self-regulating in dynamic environments [4]. The consensus across recent studies
identifies five pillars of EM that drive behavior [3]: (1) Innovativeness: the intrinsic willingness to support new
ideas; (2) Risk-Taking Propensity: the ability to calculate and absorb the risks of failure; (3) Proactiveness:
acting in anticipation of future demand rather than reacting; (4) Tolerance for Ambiguity: functioning
effectively without clear information[18]; (5) Self-Efficacy: the belief in one's ability to execute necessary
actions.

A significant body of research confirms a positive, significant correlation between EM and innovation
performance [19], [20], [21]. Studies indicate that high risk-taking propensity is the strongest predictor of
radical innovation (creating entirely new markets). Leaders with a "fixed mindset" tend to favor incremental
improvements, whereas those with an "entrepreneurial growth mindset" are more likely to approve disruptive
product innovations. Proactive entrepreneurs do not wait for bottlenecks to appear. The literature suggests that
proactive behavior leads to process innovation, improving operational efficiency and adopting new technologies
(e.g., Al integration) before competitors do. The cognitive agility to "connect the dots" allows entrepreneurs to
see market gaps that others miss. This leads to value proposition innovation, where businesses pivot their core
offerings to meet unarticulated customer needs [17].

An emerging theme in 2023-2025 literature is the role of innovation as a mediator. EM does not
automatically guarantee business success. Instead, EM drives Innovative Behavior, which in turn drives
Business Performance. In the context of digital startups, an entrepreneurial mindset fosters "digital agility." This
agility leads to rapid prototyping and digital marketing innovations, which subsequently result in higher firm
growth rates. The synthesis of the literature suggests that the Entrepreneurial Mindset is the "software" that runs
the "hardware" of Business Innovation.

Figure 1. Synthesis of Mindset Attributes and Innovation Outcomes

EM Attribute Primary Qutcome Innovation Mechanism

Ambiguity Tolerance Strategic Innovation Allows leaders to pivot business models
during crises without paralysis.

Risk Propensity Product Innovation Encourages investment in R&D for
unproven but high-potential products.

Proactiveness Process/Tech Innovation Drives early adoption of new tools
to gain first-mover advantage.

Self-Efficacy Organizational Innovation Empowers teams to experiment and
implement change confidently across
departments.

Innovativeness Breakthrough Innovation Stimulates creation of novel solutions that

redefine market boundaries.

Proactiveness is the tendency to anticipate and act on future needs or changes. Proactive leaders adopt
emerging technologies and processes early, securing competitive advantages through first-mover positioning.
Outcomes such as process and technological innovation, which enhance operational efficiency and capability.

Self-efficacy is the belief in one’s ability to execute tasks and influence outcomes. High self-efficacy
empowers leaders and teams to initiate change confidently, experiment with new structures, and implement
cross-functional improvements. Outcomes such as organizational innovation, involving changes in internal
systems, culture, and management practices.

Innovativeness is the intrinsic tendency to generate and apply novel ideas. This trait drives the pursuit of
radical solutions that challenge existing paradigms and create new market categories. Outcomes such as
breakthrough innovation, which redefines industry boundaries and delivers transformative value.

4. Conclusion
This systematic literature review confirms that an Entrepreneurial Mindset is a critical antecedent to

Business Innovation. It is not enough to simply "buy" innovation through technology; organizations must
cultivate the cognitive substrates, risk tolerance, proactiveness, and opportunity recognition, that allow

pg. 711



Journal of Contemporary Administration and Management (ADMAN)
ISSN: 2988-0394 Print / 2988-3121 Online

Vol 3, Issue 3, December 2025, Page 709-713

DOI: https://doi.org/10.61100/adman.v3i3.315

innovation to thrive. Practical implications are recruitment and training. Organizations seeking innovation
should screen candidates for "mindset" (adaptability/risk profile) rather than just technical skills. Corporate
training programs should focus on cognitive restructuring (shifting from fixed to growth mindset) to unlock
internal intrapreneurship. Future studies should explore the longitudinal effects of mindset training on
innovation output and examine how Artificial Intelligence tools might augment the "opportunity recognition"
aspect of the entrepreneurial mindset.
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