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ABSTRACT. What do entrepreneurial opportunities look

like? How do firms discover and exploit these opportunities to

create value and sustain competitive advantage? This paper

reviews the strategic management and entrepreneurship litera-

tures to identify the nature and character of entrepreneurial

opportunities and the entrepreneurial strategies that firms em-

ploy to seize and commercialize these opportunities. Three

emerging schools are identified. The economic school argues

that entrepreneurial opportunities exist as a result of the dis-

tribution of information about material resources in society.

The cultural cognitive school argues that entrepreneurial

opportunities exist as a result of environmental ambiguity and

the cultural resources available to interpret and define these

opportunities. Finally, the sociopolitical school stresses the role

of network and political structures in defining entrepreneurial

opportunities. We integrate these perspectives to offer a way to

improve understanding of the opportunity creation and

exploitation process.
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1. Introduction

Shane and Venkataraman (2000) have defined
entrepreneurship as ‘‘the scholarly examination

of how, by whom, and with what effects
opportunities to create future goods and ser-
vices are discovered, evaluated, and exploited’’
(218). They go on to suggest that the field
should study ‘‘the sources of opportunities; the
processes of discovery, evaluation, and exploi-
tation of opportunities; and the set of indi-
viduals who discover, evaluate, and exploit
them’’ (218). Their concern, however, is not
with all market opportunities, but rather
‘‘entrepreneurial opportunities,’’ which the au-
thors define as situations that entail the dis-
covery of new means–ends relationships in
which new goods, services, raw materials, and
organizing methods are introduced to generate
economic value (Shane and Venkataraman,
2000; Casson, 2003). Because the development
of novel goods and services is often believed to
be tied inextricably to wealth creation
(Schumpeter, 1934; Kirzner, 1997) and the
process of innovation is an important source of
competitive advantage (Ahuja and Katila,
2004), the discovery, evaluation, and exploita-
tion of entrepreneurial opportunities is of
strategic concern as well (Hitt et al., 2001). As
a result, the development of the opportunity
construct is critical to the study of strategy and
entrepreneurship and has enormous potential
to coalesce these fields into a unified concep-
tual framework.

Researchers in both fields have used the
opportunity construct to examine how individ-
ual traits, institutional characteristics, and
resource configurations influence entrepreneur-
ial performance. For instance, scholars have
explored how individuals leverage prior knowl-
edge to discover and exploit entrepreneurial
opportunities (Eisenhardt and Schoonhoven,
1990; Shane, 2000) and how entrepreneurs
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formulate and implement entrepreneurial strat-
egies to achieve superior performance (Mosa-
kowski, 1998) and to sustain competitive
advantage (Rindova and Kotha, 2001) in highly
uncertain and competitive environments.
Scholars have also shown how entrepreneurial
opportunities (in the form of new technologies)
foster the formation of firms (Shane, 2001) and
create value through innovation spillovers (Jaf-
fe, 1986). Scholars have even explored the ‘‘dark
side’’ of entrepreneurial opportunities, arguing
that technological discontinuities (Tushman and
Anderson, 1986) and architectural innovations
(Henderson and Clark, 1990), enable ‘‘alert’’
firms (Kirzner, 1997) to capitalize on opportu-
nities at the expense of others that remain
‘‘trapped’’ in existing paths or ways of doing
things (Christensen and Bower, 1996; Ahuja and
Lampert, 2001).

Despite these advances and the importance of
entrepreneurial opportunities to strategy and
entrepreneurship, there have been surprisingly
few recent studies that explore the nature of
opportunities – for notable exceptions, please
see Casson (2003) and McMullen and Shepherd
(2006). Indeed, scholars have yet to develop an
integrated theoretical framework that explains
the emergence and development of entrepre-
neurial opportunities. Without such a
framework, little can be said about the rela-
tionship between opportunity, innovation, and
performance and the strategies that are needed
to discover and exploit new opportunities.
Currently, scholarly understanding of the ori-
gins of entrepreneurial opportunities remains
limited owing to the fact that most studies have
taken opportunities for granted when exploring
strategic and entrepreneurial processes. Fortu-
nately, the importance of the opportunity con-
struct to wealth creation has ensured a sizable
body of work to draw from in the effort to make
implicit assumptions explicit and to enable a
framework to emerge from the literature.
Should the opportunity construct remain
unspecified, however, its implications could be
vague and tautological. Consequently, it would
seem that scholars need to theorize more about
the nature and character of opportunities before
they seek further empirical instantiations of the
construct.

In this article we conduct a literature review
of the strategic management and entrepreneur-
ship literatures to answer two questions: First,
what do entrepreneurial opportunities look like?
And second, how do firms discover and exploit
these opportunities to create value and sustain
competitive advantage? Our exploration reveals
three distinct, implicitly held views of entrepre-
neurial opportunity within the literature. Each
of these schools conceives of an opportunity as a
situation that promises the potential for profit.
However, each attributes that situation to dif-
ferent sources of change, and as a result
emphasizes different strategies in the discovery
and exploitation of entrepreneurial opportuni-
ties. Thus, we demonstrate that the strategy
chosen to exploit an entrepreneurial opportunity
is likely to depend on how entrepreneurial
opportunity is conceptualized.

The paper proceeds as follows. In the next
section, we draw upon Whetten�s (1989) jour-
nalistic questions of theory development (i.e.,
who, what, where, when, why, and how) to
provide an organizing framework for the
examination of the epistemological evidence,
which suggests that the current literature is
characterized by three distinct schools of entre-
preneurial opportunity. We then introduce a
preliminary typology of these schools and use it
to identify strategies for opportunity discovery,
exploitation, and wealth creation. Finally, we
conclude with some possible directions for fu-
ture research.

2. The sources and nature of entrepreneurial

opportunities

In his modern classic, Whetten (1989) uses the
journalistic questions of who, what, where,
when, why, and how to dissect the process of
theory development. The What element
addresses the question, ‘‘Which factors (vari-
ables, constructs, concepts) logically should be
considered as part of the explanation of the
social or individual phenomena of interest?’’
(Whetten, 1989: 490). The How element con-
cerns how this set of factors is related. Together,
the elements of What and How constitute the
domain or subject of the theory. The Why
element then addresses the ‘‘underlying
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psychological, economic, or social dynamics
that justify the selection of factors and the
proposed causal relationships?’’ (Whetten, 1989:
491). Thus, What and How provide description
while Why provides explanation. Finally,
Whetten argues that the Who, Where, and
When elements act as conditions that place
limitations on the propositions generated from a
theoretical model. He adds, ‘‘These temporal
and contextual factors set the boundaries of
generalizability, and as such constitute the range
of the theory’’ (Whetten, 1989: 492).

Using this framework, we consider the what,
where, when, how, why, and who of entrepre-
neurial action in the effort to develop a typology
of entrepreneurial opportunity. Although we
would like to start directly with the opportunity
construct, closer consideration reveals that the
construct only has meaning within the context
of the pursuit of some end. Therefore, an
entrepreneurial opportunity is more accurately
described as an opportunity to engage in entre-
preneurial action, in which entrepreneurial de-
notes a sub-class of some broader category of
human action. Because all human action is
arguably motivated by profit (Homans, 1964),
the adjective entrepreneurial is used to qualify
the manner by which this profit is sought – i.e.,
through the introduction of new goods or ser-
vices. Consequently, entrepreneurial action, or
seeking to profit by introducing new goods or
services, constitutes the What element of our
theoretical inquiry.

According to this line of argument, opportu-
nities then become the Where and When of
entrepreneurial action – i.e., a situation in which
one can attempt to profit by creating new goods
or services. This is consistent with Shane and
Venkataraman (2000) who borrow from Casson
(1982) to define entrepreneurial opportunities as
objective situations that entail the discovery of
new means–ends relationships through which
new goods, services, raw materials, and orga-
nizing methods can be introduced to produce
economic value. In this sense, entrepreneurial
opportunities can be differentiated from other
profit-oriented, market opportunities that
emerge from efficiency gains in the production
of existing goods, services, raw materials, and
organizing methods. As opposed to entrepre-

neurial opportunities, market opportunities
result from the optimization of existing, rather
than new, means–ends relationships (Kirzner,
1997; Shane and Venkataraman, 2000). As a
result, entrepreneurial opportunities represent
hitherto unknown ways of doing things
(Kirzner, 1973).

Although most scholars have generally agreed
with Shane and Venkataraman�s conceptualiza-
tion of entrepreneurial opportunities, they have
disagreed on the sources and nature of these
opportunities. If one assumes a given set of
individuals with stable preferences who are
already maximizing their utility according to
existing data, then entrepreneurial opportuni-
ties, the potential for profit, and the productivity
gains that accompany innovation, can only exist
if there is a change in situation. Accordingly, we
suggest that changes in situation arise as a result
of variations in the How, Why, and Who ele-
ments of entrepreneurial action and that distinct
schools of thought have emerged as a result of
emphasizing one of these elements while holding
the other two constant by implicit assumption.

The How element refers to changes in data
about material resources that, given a particular
set of individuals (Who) with stable preferences
(Why), impact the production possibilities
frontier by enabling new possible solutions to
existing problems. This production possibilities
frontier, however, is not some objectively
determined calculation of an omniscient theo-
rist. Instead, we argue that it is limited by the
knowledge of the individuals who are involved
in the production and consumption of goods or
services that act as solutions to particular
problems. Thus, the production possibilities
frontier is simply the best known solution to a
particular problem at a given point in time.
Consequently, knowledge is often conceived of
as a stock of objectively meaningful data, or
‘‘information,’’ and entrepreneurial opportuni-
ties tend to be viewed as objective in nature,
existing in the environment awaiting discovery.
Scholars who share this view of entrepreneurial
opportunity tend to fall within the economic
school.

The Why element refers to changes in inter-
pretations of data that, given a particular set of
individuals (Who) and data (How), impact the
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production possibilities frontier by transforming
the problem that the production function is
seeking to solve – i.e., redefining how the
problem is understood. Consequently, knowl-
edge is often viewed as understanding, and
individuals are thought to be engaged in a per-
petual process of sense making. As a result,
entrepreneurial opportunities tend to be con-
ceived as subjective in nature, requiring the use
of interpretive processes to discover them and to
create new social definitions to exploit them.
Scholars who share this view of entrepreneurial
opportunity tend to fall within the cultural
cognitive school.

Finally, the Who element refers to changes in
who is interpreting the data. That is, given a
particular set of data (How) and preferences
(Why), introduction of a new interpreter im-
pacts the production possibilities frontier by
changing the stock of data, its meaning, or both.
As a result, entrepreneurial opportunities can be
conceived as objective or subjective in nature,
depending on whether the focus of discussion is
on changes in the data or changes in the inter-
pretation of the data that are introduced by the
new party. Scholars who share this view of
entrepreneurial opportunity tend to fall within
the sociopolitical school and argue that oppor-
tunities are objective in the sense that they are
embedded in existing network structures, but
subjective in the sense that their exploitation
requires that entrepreneurs behave with consid-
erable political skill to persuade others to com-
mercialize the opportunity.

Therefore, each of these schools, the eco-
nomic, the cultural cognitive, and the sociopo-
litical, can be understood in terms of a
production function that is currently in use to
produce goods and services that act as solutions
to problems. The potential for profit requires an
entrepreneurial opportunity (i.e., a situation)
that enables the introduction of new goods and
services by extending the production possibili-
ties frontier. This situation arises from one of
three sources: (1) changes in data (information)
about material resources, (2) changes in inter-
pretations (preferences), or (3) changes in the
interpreter. Different schools of entrepreneurial
opportunity have emerged around each of these
sources of change.

2.1. The economic school

Shane and Venkataraman have argued that
entrepreneurial opportunities are ‘‘objective
phenomena’’, existing in time and space even
though they may not be known to all people at
all times (Shane and Venkataraman, 2000).
Thus, opportunities exist awaiting alert (or
knowledgeable and attuned) individuals to rec-
ognize them (Kirzner, 1973). This view has been
implicitly incorporated into most studies of
strategic entrepreneurship, where the focus has
been on how firms systematically discover and
exploit opportunities via processes of search,
learning, and innovation (Nelson and Winter,
1982; Denrell et al., 2003).

The economic school attributes the existence
of entrepreneurial opportunities to the distri-
bution of information regarding material
opportunities in society (Arrow, 1962; David
and Foray, 2003). It argues that economic ac-
tors, on average, are ignorant of many of these
opportunities (Kirzner, 1973) and limited in
their information of how best to employ
resources to discover and exploit them (Shane
and Venkataraman, 2000). In such a state of
‘‘sheer ignorance’’ (Kirzner, 1973), individuals
and firms must conjecture about the value of
potential opportunities and experiment with
available resources, capabilities, and
information to discover these opportunities.
Unfortunately, experimentation is a costly, time
consuming search process that entails an
opportunity cost, namely, the inability to exploit
existing market opportunities (March, 1991). In
other words, the strategic actions and commit-
ments that economic actors need to undertake to
discover entrepreneurial opportunities preclude
other courses of action (Nelson and Winter,
1982). Moreover, given an existing set of
resource and time constraints, the limited
capacity of boundedly rational actors to process
information renders the discovery of a complete
set of entrepreneurial opportunities an impossi-
ble task (March and Simon, 1958). Even with all
the necessary means at hand to discover entre-
preneurial opportunities, economic actors would
still face the challenge of causal ambiguity
(Mosakowski, 1997), which refers to the inabil-
ity of actors to make sense of the most efficient

304 Yosem E. Companys and Jeffery S. McMullen



means for achieving a given outcome. Given this
uncertainty, the ends themselves become elusive
because they are highly variable and uncertain
(Scherer et al., 2000).

According to the economic school, entrepre-
neurial opportunities provide a competitive
advantage to the first firm that is able to dis-
cover and exploit them (Lieberman and Mont-
gomery, 1988). The competitive advantage is
transient, however, because, as information on
valuable opportunities becomes available, other
firms will develop the resources and capabilities
required to exploit these opportunities (Teece
et al., 1997; Eisenhardt and Martin, 2000). The
process will most likely entail the imitation and
replication by competitors of the early mover�s
competitive advantage (Jacobson, 1992; Roberts
and Eisenhardt, 2003). In time, increased com-
petitive activity will erode the value of the
opportunity and stabilize the market towards a
new competitive equilibrium (Kirzner, 1997).

In short, the economic perspective contends
that differences in economic information are
fundamental to the existence of entrepreneurial
opportunities. Holding all else constant (i.e.,
What, Where, When, Who, and Why), this
perspective attributes competitive advantage to
discovering and exploiting new solutions to
existing problems made possible as a result of
new information about the means of production
(How). Thus, new data about material resources
is the source of entrepreneurial opportunity, and
emphasis is placed on how problems are solved.
Concurrently, the Why element is assumed to be
constant, meaning that preferences remain sta-
ble and problems are not redefined. Moreover,
the purpose for acquiring data is assumed to be
the same for all market actors, which allows
data and information to become synonymous
concepts. Finally, the Who element is also held
constant by assumption, such that new data is
not simply attributed to the involvement of new
individuals in the production process.

2.2. The cultural cognitive school

In contrast to the economic school, the cultural
cognitive school tends to posit that entrepre-
neurial opportunities are subjective, not objec-
tive, phenomena. Opportunities are subjective

because they are contingent on the degree of
ambiguity in the environment and on the ability
of social actors to develop the mental models
needed to interpret and define them as opportu-
nities. Proponents of this view suggest that
entrepreneurial opportunities exist once they are
defined and enacted by individuals and firms
(Weick, 1979). The cultural cognitive school is
similar to the economic school in that it posits
that differences in the distribution of knowledge
are the primary source of entrepreneurial
opportunities. However, proponents of this view
depart sharply from economics in that they con-
sider the distribution of knowledge as culturally
grounded in societal systems of meanings and
understandings. Thus, entrepreneurial opportu-
nities do not exist objectively waiting to be dis-
covered. Instead, social actors construct them
systematically by borrowing and combining cul-
tural schemas and templates to develop new
meanings and understandings (Swidler, 1986).

Proponents of the cultural cognitive school
contend that the possession of distinctive cul-
tural knowledge is the basis for a sustainable
competitive advantage (Rindova and Fombrun,
1999). Under conditions of pluralistic ignorance
(Latane and Darley, 1968), an entrepreneur can
articulate stories to define the perceived oppor-
tunity (Lounsbury and Glynn, 2001), make
claims to the opportunity (Rindova and
Fombrun, 2001; Santos, 2003), and persuade
others of its value (Hargadon and Douglas,
2001). Because opportunities are contingent on
prior experience (Eisenhardt and Schoonhoven,
1990; Shane, 2000), social actors will vary in the
cultural knowledge and experience they have to
enact these opportunities. Social actors pos-
sessing the relevant cultural knowledge and
experience deemed necessary by others to define
and exploit a particular opportunity will be able
to position themselves as the only ones capable
of bringing the opportunity to fruition (Ridge-
way et al., 1998; Ridgeway and Erickson, 2000).
Thus, social differences will enable some entre-
preneurs to achieve ‘‘celebrity’’ status and the
possession of distinctive cultural knowledge will
represent an important source of competitive
advantage (Rindova et al., 2003).

In short, the cultural cognitive school tends to
view entrepreneurial opportunities as subjective
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phenomena that are defined and enacted by
entrepreneurs through social interaction. Hold-
ing all else constant (i.e., What, Where, When,
Who, and How), this perspective attributes
competitive advantage to discovering and
exploiting new interpretations of existing data
made possible as a result of shifting preferences
(Why). That is, the value of material objects
depends on how they are used, which ultimately
depends on individuals� wants and needs and
how they seek to fulfill them. Thus, changes in
interpretations are considered to be the source
of entrepreneurial opportunity as emphasis is
placed on how strategic issues or ‘‘problems’’
are defined. Concurrently, for all material pur-
poses, the How element is assumed to be
constant, such that the novelty of the data is
relatively less important than the novel inter-
pretation of the data. The Who element is also
held constant by assumption, such that new data
or new interpretations are not simply attributed
to the involvement of new individuals in the
production process.

2.3. The sociopolitical school

At the intersection of the economic and cultural
cognitive schools is the sociopolitical school.
Similar to the economic school, proponents of
this perspective emphasize the objective
properties of entrepreneurial opportunities.
Opportunities tend to be considered objective
because they exist in complex webs of social
relationships that regulate economic action
(Granovetter, 1985). The sociopolitical school
sharply departs from economics, however, in its
emphasis on network, rather than material,
resources (Aldrich and Fiol, 1994; Thornton,
1999). The view also differs from economics in
its emphasis on the political processes that are
brought to bear to seize entrepreneurial oppor-
tunities (Fligstein, 1996, 2002). Thus, opportu-
nities, according to the sociopolitical school,
exist objectively in terms of network structures,
but social actors must mobilize network
resources to exploit them.

By determining patterns of social relations,
networks define the types of structural oppor-
tunities available to actors. In this sense, network
positions play a pivotal role in enabling social

actors to discover opportunities (Burt, 1992).
Moreover, the location of a given social actor in
a particular network determines the critical
resources and information that the actor can
muster to exploit the opportunities (Burt, 1992).
Thus, the network defines the opportunity and
the actor�s ability to perceive and exploit it.

Governance mechanisms are also extremely
important in the discovery and exploitation of
entrepreneurial opportunities because they reg-
ulate the relations among actors in a given social
network. Governance mechanisms, in this view,
represent the ‘‘rules of the game’’ and thus refer
to the social norms that regulate the behavior of
individual participants (DiMaggio and Powell,
1983) as well as the coercive rules that are
imposed by outside regulatory entities (Camp-
bell et al., 1991). As a result of their regulatory
properties, governance mechanisms determine
the degree to which actors are enabled or con-
strained in their attempts to engage in social
action (DiMaggio and Powell, 1983; Giddens,
1984). Given the existence of governance
mechanisms, actors must always balance their
desire to innovate with the pressures to conform
in a given social order (Ruef, 2002).

Faced with these constraints, the entrepre-
neur must not only recognize entrepreneurial
opportunities but also mobilize and organize
others to exploit these opportunities successfully
(Simpson and Macy, 2001). This task requires
the entrepreneur to act with significant political
skill by processing disparate sources of infor-
mation and by forming coalitions and alliances
to mobilize resources (Banfield, 1961; Burt,
1992). To this end, entrepreneurs use rhetorical
tools and symbols such as narratives to persuade
others into accepting their particular represen-
tation of a perceived opportunity (Lounsbury
and Glynn, 2001). Through these instruments,
entrepreneurs leverage their particular ideologi-
cal frames to imbue opportunities with
subjective meaning (Snow et al., 1986). If per-
suasive, entrepreneurs can mobilize large coali-
tions to change the rules of the game to their
advantage (Aldrich, 1999; Fligstein, 2002).
Changes to prevailing governance mechanisms
in turn alter the structure and value of entre-
preneurial opportunities. As a result, the ability
to alter governance mechanisms via resource
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mobilization becomes an important source of
competitive advantage.

In short, the sociopolitical school tends to
view entrepreneurial opportunities as objective
phenomena embedded in network structures.
Opportunities, however, acquire subjective
meaning when entrepreneurs leverage ideologi-
cal frames and mobilize people and resources.
Holding all else constant (i.e., What, Where,
When, Why, and How), this perspective attri-
butes competitive advantage to discovering and
exploiting new data or new interpretations of
existing data made possible as a result of the
involvement of new individuals or increased
involvement of existing individuals in the pro-
duction process (Who). Because this perspective
includes changes in data and/or interpretation, it
is easy to confuse it with the economic school or
the cultural cognitive school. However, those
schools emphasized either how something was
being produced or why it was being produced
and provided less attention to who was and who
was not involved in that process. In contrast, the
socio-cultural perspective views individuals as
possessors of knowledge in the form of both a
stock (i.e., objective data) and a flow (i.e., sub-
jective interpretation or meaning making). Thus,
who is involved in the production process and to
what extent is important because it is likely to
impact not only the data that can be drawn
upon in decision making (in terms of the quan-
tity of facts) but also how it is interpreted or
understood. Therefore, emphasis of this per-
spective is on the boundaries of the group – who
is within the social system and who is outside of
it, be it a coalition, alliance, organization,
economy, etc. Meanwhile, data (How) and
interpretations of data (Why) within the current
composition of the social system are implicitly
assumed to be relatively constant as change in
either is attributed primarily to changes in the
composition of the group.

3. A preliminary typology of entrepreneurial

opportunities

Although scholars have begun to shed light on
the sources and nature of entrepreneurial
opportunities, they have done little work in
identifying and classifying types of entrepre-

neurial opportunities. Nevertheless, one can
employ the distinctive frameworks of the
emerging economic, cultural cognitive, and
sociopolitical schools to provide a preliminary
classification. Correspondingly, we classify the
different types of entrepreneurial opportunities
as economic, cultural cognitive, and sociopolit-
ical opportunities. Several subtypes within these
categories can also be identified depending on
whether the perspective addresses the supply or
demand side of a particular production func-
tion. Economic opportunities encompass tech-
nological and market opportunities resulting
from material innovation. Cultural cognitive
opportunities consist of cultural innovations
introduced into the marketplace by either pro-
ducers or consumers. Finally, sociopolitical
opportunities include network opportunities
resulting from the structural features of social
networks and political opportunities attribut-
able to changes in the governance structures of
these networks. We discuss the various types
and subtypes in greater detail below and sum-
marize the preliminary typology in Table I.

3.1. Economic opportunities

Economic opportunities can be defined as
objective situations that entail material re-
sources and information in the discovery of new
value creating, means–ends relationships. They
exist as a result of the underlying distribution of
information in society (Arrow, 1962). Economic
opportunities include both the technological
opportunities that make the creation of new
goods and services possible, as well as the mar-
ket opportunities that enable these new goods
and services to be commercialized for wealth
creation. The former refers to the supply side of
technological opportunities, while the latter
refers to the demand side of these opportunities.
Not only do firms need to combine information,
resources, and capabilities in new ways to
uncover technological opportunities, but also
they need to combine these technological
opportunities with latent market needs to dis-
cover new market opportunities. As a result,
both technological and market opportunities are
inextricably related in the value creation process
(Gatignon and Xuereb, 1997).
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Technological opportunities exist in the form
of product innovations (Henderson and Clark,
1990; Ahuja and Katila, 2004), strategic factor
innovations (Barney, 1986), and general
advancements in technical information (Shane
and Venkataraman, 2000; David and Foray,
2003). In an early study of technological change,
Tushman and Anderson (1986) found that
breakthrough product innovations served as
technical discontinuities in existing trajectories
that increased environmental uncertainty and
served to enhance the competence of new firms
at the expense of established firms. The findings
were supported by evidence from the minicom-
puter, cement, and airline industries from their
births through 1980. In the study, firms that
successfully achieved breakthrough innovation
grew faster than firms capitalizing on incre-
mental technological change.

Over the years, other studies have provided
further evidence to the importance of break-
through product innovation as a technological
opportunity (e.g., Henderson and Clark, 1990;
Henderson and Cockburn, 1994; Christensen
and Bower, 1996). Henderson and Cockburn
(1994), in particular, showed that the degree of
technological opportunity can vary across tech-
nology classes. Building on this insight, Ahuja
and Katila (2004) employed patent data to
construct a measure for technological opportu-
nity based on various technology classes in the
US chemical industry. Although the focus of
their study was to examine the effects of scien-
tific and geographic search on firm innovation,
the study also illustrated that technological
opportunity is significantly correlated with
breakthrough innovation. The magnitude of the
correlation, however, was small. In the study,
the authors also found that firms were more
likely to reap the benefits of breakthrough
innovation when they searched beyond existing
technological classes and domestic geographic
boundaries to tap into new technological and
market opportunities.

Strategic factor innovation, or innovation
affecting existing raw materials, represents
another type of technological opportunity
(Barney, 1986; Afuah, 2000). In a study of the
adoption of Reduced Instruction Set Computer
(RISC) technology by computer workstation
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makers, Afuah (2000) found that leading firms
often lost their competitive advantage when new
technological opportunities in strategic factor
markets rendered the capabilities of key suppli-
ers obsolete. The finding is important because it
highlighted the role of strategic factor innova-
tion as a critical technological opportunity for
firms operating along a given supply chain.

Market opportunities represent another
important form of economic opportunity.
Although technological opportunities result
from the pace and speed of technical change,
market opportunities emerge through the dis-
covery of hitherto unknown latent consumer
needs (Slater and Narver, 1998) or lead user
innovations (Von Hippel, 1988). Numerous
studies have documented the importance of
initial sets of users for entrepreneurial firms in
the development of new product innovations
(e.g., Holbrook et al., 2000; Noda and Collis,
2001). In a longitudinal study of the develop-
ment of the US cellular telephone industry, for
example, Noda and Collis (2001) found that
latent consumer needs represented a new market
opportunity for the recently deregulated firms.
Following the break up of AT&T Bell, firms
inheriting an initial user base in driving and
service intensive markets were quickly able to
discover and exploit early cellular opportunities.
Over time, however, the expansion of the same
initial user base precluded these early movers
from identifying emerging opportunities else-
where as they became trapped in existing market
and technological trajectories.

3.2. Cultural cognitive opportunities

Cultural cognitive opportunities are subjective
situations that require interpretive processes for
the enactment of valuable, new means–ends
relationships. As entrepreneurs engage in the
recombination of existing beliefs and practices,
they develop new cultural schemas for inter-
preting the world. These cultural innovations
are then used to enact entrepreneurial opportu-
nities as new social and economic realities. In
this vein, one can classify cultural cognitive
opportunities according to their source in the
value chain: producer opportunities and con-
sumer opportunities. The former refers to the

supply side of cultural cognitive opportunities,
while the latter refers to the demand side of
these opportunities.

Producer opportunities for cultural innova-
tion include the introduction of robust designs
by entrepreneurs (Hargadon and Douglas, 2001)
and their participation and interaction with
others in cultural communities (Stewart, 1990;
Brown and Duguid, 1991). In a study of the
development of Edison�s system of electric
lighting, for example, Hargadon and Douglas
(2001) found that product innovations are not
just technological artifacts. Instead, product
innovations are embedded in complex systems
of meaning without which they cannot be suc-
cessfully introduced to and accepted by con-
sumers in existing cultural communities. In this
sense, Hargadon and Douglas suggest that
innovations are most likely to be successful
when their design invokes familiarity in the
cultural understandings of a community of
interest but at the same time retains the
flexibility to evolve beyond these initial
understandings to construct new ones.

For new understandings to be developed
between producers and consumers, however,
consumer opportunities for innovation also
need to develop within cultural communities. As
such, consumer opportunities are another type
of cultural cognitive opportunity. Consumer
opportunities include cultural innovations initi-
ated by consumers that attach value to new and
existing goods and services. For example, cul-
tural fads (Strang and Macy, 2001) are a con-
sumer opportunity that creates new beliefs
about the value of existing goods and services.

A more complex example arises when a new
technology is introduced and users need to
develop new cultural meanings and practices to
facilitate their use (Barley, 1986). Unlike user
innovation in the economic sense, the technol-
ogy�s value in such a situation is provided not by
material properties but rather by the cultural
meanings that users have developed and
attached to it (Orlikowski, 2000). The study by
Orlikowski (2000) on the introduction and
adaptation of the Notes software program
illustrates the point. She found that the cultural
meanings that gave value to the technology were
not embodied within the technology itself but
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rather evolved from the ongoing and situated
interactions users had with the technology.
Thus, changes in user practices are another
example of a consumer opportunity.

3.3. Sociopolitical opportunities

Sociopolitical opportunities are objective situa-
tions embedded in existing social structures that
actors exploit to create new means–ends rela-
tionships. Although sociopolitical opportunities
most often manifest themselves as network
structures, they may also emerge through the
mobilization and reconfiguration of network
resources given a shifting sociopolitical land-
scape. In this sense, one can distinguish between
network opportunities and political opportuni-
ties. These two subtypes serve as a useful start-
ing point for classifying sociopolitical
opportunities.

Network opportunities are those resulting
from existing social relations in prevailing net-
work structures. Similar to economic opportu-
nities, network opportunities are viewed as
objective situations that require discovery and
exploitation by alert entrepreneurs. One exam-
ple of a network opportunity is the presence of
knowledge heterogeneity. Heterogeneous
knowledge refers to the variety of knowledge,
information, and expertise available to social
actors through their participation in a particular
social network (Rodan and Galunic, 2004).
Heterogeneous knowledge is a form of network
opportunity because actors can recombine this
knowledge to discover and exploit new valued
means–ends relationships (Powell et al., 1996).

Another example of a network opportunity is
the presence of structural holes or disconnec-
tions between a firm�s partners (Burt, 1992).
Entrepreneurs can capitalize on structural holes
by mediating between disconnected actors (Burt,
1992) and sometimes even by translating
between distinct spheres of exchange to achieve
breakthrough innovation (Stewart, 1990).
Structural holes are examples of network
opportunities embedded in network structures.

In some cases, simply having access to a given
social network may in and of itself represent a
form of network opportunity (Powell et al.,
1996). In a longitudinal study of 225 indepen-

dent firms in the biotechnology industry, Powell
et al. (1996) examined the relationship between
knowledge structure and innovation in an
evolving collaboration network. The authors
found that diverse sources of knowledge and
experience resulting from network participation
enabled biotechnology firms to achieve break-
through innovation. Early network participants,
in turn, were able to establish themselves as
central actors as the network grew over time. In
this case, the evolving network represented a
form of network opportunity to its participants.

In another example, Rodan and Galunic
(2004) explored the relationship between struc-
tural holes, knowledge heterogeneity, and
innovation performance in a study of 106 mid-
dle level managers in a European telecommu-
nications firm. The authors found that the
presence of heterogeneous knowledge aug-
mented the positive impact of structural holes
on innovation performance. Although the study
did not address entrepreneurial innovation
directly, the findings are nonetheless illustrative
of the value of knowledge heterogeneity and
structural holes as examples of network oppor-
tunities.

As opposed to network opportunities, politi-
cal opportunities are more intriguing because
they require that network participants leverage
different ideological frames to interpret and act
upon perceived opportunities in the sociopoliti-
cal landscape. Although the changes are often
provoked by exogenous events such as wars
(Scheiber, 1969), deregulation (Kogut and
Spicer, 2002), and elite cleavages (Padgett and
Ansell, 1993), the events result in changes to
prevailing governance mechanisms that are
subject to the interpretation and actions of net-
work participants. These exogenous events
generate considerable uncertainty, reconfigure
the structure of network relations, and
permanently alter the institutional governance
mechanisms that regulate social action.

In a study of the Florentine banking industry,
Padgett and Ansell (1993) explored how the
Medici family was able to establish and sustain
their dominance in 15th century Florence. They
observed that seemingly dominant network
structures fragmented and dissipated during
periods of intense sociopolitical change, such as
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wars and revolutions. These exogenous events
enabled the Medici family to engage in skillful
political bargaining and coalition building to
alter the governance mechanisms of the industry
to their advantage. In this way, the Medici
family successfully changed the rules of the
game to create new valuable means–ends rela-
tionships.

4. Strategies for opportunity discovery,

exploitation, and wealth creation

As the previous sections have demonstrated,
scholars have developed three distinctive views –
economic, cultural cognitive, and sociopolitical –
that have provided different frameworks for
conceptualizing and analyzing the sources and
types of entrepreneurial opportunities. Surpris-
ingly, strategic management scholars operating
within these schools have found common ground
on the appropriateness of entrepreneurial strat-
egies in fast changing markets. Entrepreneurial
strategy refers to a course of action that firms
apply to adapt to ‘‘environmental change and
exploit opportunities created by uncertainties
and discontinuities in the creation of wealth’’
(Hitt et al., 2001). Following this definition,
scholars have argued that entrepreneurial strat-
egies and structures are ideally suited for dis-
covering and exploiting entrepreneurial
opportunities when the speed and pace of envi-
ronmental variability is high. Environmental
variability refers to the degree of uncertainty (or
ambiguity) and competitive intensity that a
particular firm faces in any given market context
(Hannan and Freeman, 1984; D�Aveni, 1994;
Brown and Eisenhardt, 1997). Thus, entrepre-
neurial strategies are considered to have a stra-

tegic fit with the environment because of its high
uncertainty and intense competition.

Despite reaching consensus on the contingent
nature of entrepreneurial strategy, structure,
and performance, the three perspectives have
disagreed on the strategic actions to pursue gi-
ven the nature of entrepreneurial opportunities.
Scholars who contend that entrepreneurial
opportunities are objective situations have fo-
cused on adaptive strategies that enable entre-
preneurial firms to adjust quickly to changing
environmental contingencies. In contrast,
scholars who view entrepreneurial opportunities
as subjective situations have focused on the
proactive strategies that enable entrepreneurial
firms to define and exploit the shifting landscape
rapidly. We explore the logic and implications of
these two different strategy categories in this
section and summarize the main arguments in
Table II.

4.1. Economic and social strategies for discovering
and exploiting objective opportunities

Strategic management scholars – in particular,
resource-based analysts and proponents of
strategic alliances – have proposed two types of
strategies for exploiting opportunities when they
exist objectively in the environment. Resource-
based analysis has proposed an inherently
economic strategy that emphasizes the discovery
and exploitation of economic opportunities,
e.g., new resources and technologies, through
resource and capability development. The study
of strategic alliances, on the other hand, has
proposed an inherently social strategy empha-
sizing the discovery of network opportunities,
e.g., structural holes and heterogeneous

TABLE II
The nature of the opportunity and categories of entrepreneurial strategies

Objective Subjective

Source of opportunity Resources and capabilities, network
structures

Cultural repertoires, governance
structures

Strategy for opportunity recognition Resource development and networking Development of templates and
schemas

Strategy for opportunity exploitation Resource and network reconfiguration Claims making, collective action
Source of sustainable competitive

advantage
Dynamic capabilities, dynamic ties Cultural knowledge, political skill
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knowledge, and the exploitation of these
opportunities through the reconfiguration of
social networks. Collectively, these two types of
entrepreneurial strategies enable firms to inno-
vate and generate the network externalities
needed to commercialize new goods and services
effectively.

Resource-based scholars (Wernerfelt, 1984,
1995; Barney, 1986, 1991; Dierickx and Cool,
1989; Peteraf, 1993) have long studied how firms
process information, resources, and capabilities
to achieve competitive advantage. They argue
that firms are founded with certain resources,
capabilities, and technologies (or resource
endowments). Over time, firms specialize by
investing in the complementary resources and
technologies needed to develop a unique
resource positioning in the marketplace. The
unique configuration in turn enables firms to
serve their customers by capitalizing on their
comparative advantage vis-à-vis other firms. In
doing so, firms establish a competitive advan-
tage while achieving strategic fit with their
environment. Thus, the value and uniqueness of
a firm�s resource configuration becomes the
source of competitive advantage.

Emphasis on the firm�s resources and tech-
nologies given a particular market context,
however, has created a static view of wealth
creation (Teece et al., 1997). Resource develop-
ment enables firms to acquire the core compe-
tencies needed to serve a given market segment,
but what guarantee do these firms have that they
will be able to sustain their competitive advan-
tage as market conditions change? More
recently, scholars have tried to address this gap
by advocating a more dynamic view of resource-
based analysis.

The dynamic capabilities view (Teece et al.,
1997; Eisenhardt and Martin, 2000) has com-
plemented resource-based analysis by
emphasizing the role that strategic processes
play in sustaining competitive advantage in
rapidly changing markets. In this view, the
knowledge base of a firm can serve as a dynamic
capability that enables a firm to process large
amounts of heterogeneous information (Grant,
1996). This capability, in turn, can be leveraged
to uncover latent market needs and to determine
the necessary resources and technologies needed

to satisfy those needs. Examples of knowledge-
based, dynamic capabilities include the absorp-
tive (Cohen and Levinthal, 1990) and
transformative capacity (Garud and Nayyar,
1994) that firms have to process information,
learn from previous innovation, and achieve
future breakthrough innovation. In addition,
they include the low cost probes that firms use to
determine the viability of product prototypes by
experimenting with and gaining an understand-
ing of user needs in isolated test markets (Brown
and Eisenhardt, 1997).

Cohen and Levinthal (1990) provided one
early empirical example illustrating how
dynamic capabilities enable firms to discover
new entrepreneurial opportunities. The authors
explored how R&D knowledge base enables a
firm to recognize the value of new external
information, assimilate that information, and
apply it to the discovery of novel technological
opportunities. This ability was labeled as the
absorptive capacity of a firm. In a study of the
relationship between prior R&D investments
and innovation of 151 US manufacturing firms,
Cohen and Levinthal found that the two mea-
sures were highly correlated. The results suggest
that absorptive capacity is a pivotal dynamic
capability in the discovery of entrepreneurial
opportunities.

Firms can also leverage their dynamic capa-
bilities to exploit entrepreneurial opportunities.
In this regard, proponents of the dynamic
capabilities view have argued that the degree of
uncertainty and competitive intensity that
characterize today�s high velocity environments
make resource development alone insufficient
for sustaining competitive advantage. Instead,
organic processes that continually refresh a
firm�s strategy and structure towards the dis-
covery and exploitation of entrepreneurial
opportunities are needed to achieve superior
performance (Burns and Stalker, 1961; Rindova
and Kotha, 2001).

For example, Brown and Eisenhardt (1997)
studied the factors that enable high technology
firms to commercialize breakthrough innova-
tions. They found that simple rules (or ‘‘semi
structures’’) prioritize attention on the critical
tasks needed to exploit emerging opportunities
while enabling the firm to remain flexible as
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these opportunities change. Similarly, other
studies have shown that strategies such as time
pacing, whereby a firm creates rhythmic time
cycles for opportunity recognition and exploi-
tation, are valuable for achieving breakthrough
innovation and superior performance (Gersick,
1994). More generally, strategic processes can be
organized and loosely structured in entrepre-
neurial firms, allowing these firms to act like
highly adaptive, organizing communities
(Galunic and Eisenhardt, 1996, 2001). In these
ways, the strategic processes that sustain orga-
nizational structure represent an important
source of competitive advantage.

The study by Rindova and Kotha (2001) on
the emergence of Internet search engines is a
prime example of how dynamic capabilities can
be employed to exploit entrepreneurial oppor-
tunities. The authors found that Yahoo! and
Excite engaged in a process of continuous
morphing to migrate quickly into new strategic
and competitive domains as market opportuni-
ties changed. Continuous morphing, in this
context, refers to the processes by which firms
reconfigure their resources and capabilities,
product and service offerings, and organizational
structures to achieve superior performance. In
the study, both firms originated as providers of
search functions to users of the World Wide
Web. Between 1995 and 1998, however, they
morphed into content providers and then into
interactive service providers. By maintaining
fluid structures and processes to identify and
exploit emerging market opportunities, these
firms transformed themselves continuously to
sustain their transient competitive advantage.

Beyond economic strategies, entrepreneurs
also employ strategies such as social networking
to recognize and exploit entrepreneurial oppor-
tunities. As discussed in the previous section,
entrepreneurial firms join social networks and
enter into strategic alliances to garner the critical
resources needed to achieve successful innova-
tion and superior performance (Powell et al.,
1996). By participating in a network, for exam-
ple, an entrepreneurial firm can tap into the
heterogeneous sources of knowledge that are
pivotal for innovation (Rodan and Galunic,
2004). They can also share information and
collaborate in the joint production of goods and

services (Piore and Sabel, 1984; Uzzi, 1996).
Alternatively, they may discover valuable
structural holes that they can exploit to create
value or decide to forego these opportunities in
the interest of maintaining trust with valued
network partners (Ahuja, 2000). In these ways,
network embeddedness is critical for entrepre-
neurial discovery and strategic action.

In a longitudinal study of 23 New York ap-
parel firms, Uzzi (1996) explored how social ties
affect innovation and performance. He found
that the network provided access to resources
and information needed by firms to innovate
and adapt to the rapidly changing industry
context. For instance, embedded firms worked
together to develop joint problem-solving
agreements. Joint collaboration resulted in the
sharing of tacit knowledge, which accelerated
learning and enabled firms to capitalize quickly
on emerging market opportunities. The degree
of network embeddedness was also found to be
associated with a lower probability of failure. In
short, Uzzi found that firms embedded in net-
works of exchange achieve superior perfor-
mance as a result of interfirm resource pooling,
coordination, and adaptation.

Recently, strategic management scholars have
also begun to examine the processes by which
firms reconfigure existing ties to exploit entre-
preneurial opportunities (Gulati and Gargiulo,
1999; Hite and Hesterly, 2001). In a study of 166
US, European, and Japanese industrial firms,
Gulati and Gargiulo (1999) explored the pro-
cesses that drove strategic alliance formation
and reconfiguration. The authors posited that
experience with network partners today influ-
ences the formation of network ties with current
partners and new ones in the future. The authors
found that the accumulation of network ties
serves as a repository of information on poten-
tial partners, helping organizations to decide
with whom to form new alliances. This process
works through structural differentiation. The
greater the differentiation of network structures,
the greater the value of the information for firms
to make future decisions. Over time, the infor-
mation enables firms to determine the partners
with whom to build ties to obtain the comple-
mentary resources and capabilities needed to
sustain superior performance.
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In summary, the economic school and the
sociopolitical school share an understanding of
entrepreneurial opportunities as objective situ-
ations to the extent that both perspectives view
opportunities as originating from changes in
data about how to solve existing problems.
Whereas the economic view ascribes this change
in data primarily to organic development of a
firm�s resources and capabilities, the sociopolit-
ical view attributes it primarily to the formation
of alliances and the development of networks.
Regardless of whether it is independent or social
in nature, however, the strategy remains the
same – enhance one�s ability to solve problems
by acquiring more information or developing
one�s ability to acquire more information.

4.2. Cultural and political strategies for discovering
and exploiting subjective opportunities

Other scholars have focused on the role played by
beliefs, values, and ideologies in shaping entre-
preneurial action. According to this view, social
actors employ a wide range of strategic reper-
toires to interact and transact with others in the
environment (Swidler, 1986). Strategic reper-
toires consist of the habits, skills, and templates
for action considered most efficacious and legiti-
mate for goal attainment (Swidler, 1986). Schol-
ars contend that strategic repertoires provide the
resources that social actors need to undertake
action in stable market contexts (Swidler, 1986).

In highly ambiguous market contexts, how-
ever, actors are unable to make sense of their
surroundings and causal ambiguity prevents
them from employing strategic repertoires in a
straightforward fashion (Weick, 1993). Under
these conditions, entrepreneurs seek to reduce
uncertainty by developing new schemas and
templates that enable them to interpret and
define the environment, thereby subjectively
defining opportunities for entrepreneurial action
(Porac and Thomas, 1990; Fligstein, 1996). To
this end, entrepreneurs employ symbols and
rhetoric to make persuasive claims to these
opportunities (Rindova and Fombrun, 2001;
Santos, 2003). At the same time, they act with
considerable political skill to convince others of
the value of the opportunity and persuade them
to join their cause (Rindova and Fombrun,

2001; Santos, 2003). In this regard, entrepre-
neurs need to anchor their vision of the oppor-
tunity in readily shared and diffused beliefs and
values (Hargadon and Douglas, 2001).

As discussed earlier in the paper, Hargadon
and Douglas (2001) explored how innovations
displace existing institutions in the context of the
development and adoption of Edison�s system of
electric lighting. Innovation, in this context, was
defined as the process through which entrepre-
neurs integrate existing cultural beliefs and val-
ues to create new understandings, shared
meanings, and actions that change the existing
social context. The authors found that Edison
succeeded at introducing the electric lighting
system because he embodied his innovative ideas
in designs that were robust enough to exploit the
cultural beliefs of the existing social system
without being confined by them.

Beyond the constraints of existing values and
beliefs, there are also the constraints that gov-
ernance structures may impose upon entrepre-
neurial action. In the early stages of opportunity
recognition, entrepreneurial action may go
undetected at the fringes or interstices of nor-
mative and regulatory governance structures as
uncertainty over their jurisdiction preclude these
structures from adequately regulating over the
ambiguous setting (Leblebici et al., 1991; Mor-
rill, 2005). Over time, the value of the opportu-
nity may become apparent and encourage
powerful actors to lobby political authorities
against the entrepreneur (Leblebici et al., 1991;
Fligstein, 1996). In this context, successful
exploitation of the opportunity will hinge on the
political skill of the entrepreneur to make
persuasive claims that call into question the
jurisdiction of existing governance mechanisms
over the opportunity (Fligstein, 1996). In addi-
tion, entrepreneurs will need to bargain skillfully
and form coalitions with other, often more
powerful, actors to change the governance
structures to their advantage (Fligstein, 1996;
Rao et al., 2000). At times, they may also be
able to employ a strategy of ‘‘divide and
conquer’’ by capitalizing on elite cleavages to
garner support for their innovative visions of the
opportunity (McAdam, 1999).

In a historical case study of the US electrical
utility industry, Yakubovich et al., (2005)
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explore how political activities influence the
opportunity exploitation process. The authors
found that Samuel Insull and his circle of col-
laborators proposed a system of power genera-
tion that was not the most efficient from a
technological standpoint. Nevertheless, the
group had the wherewithal to recognize that
they could leverage their shared understandings
and social connections by forming trade asso-
ciations that would promote their preferred
system of self-industry governance. In that
highly uncertain market context, Insull and his
colleagues institutionalized their preferred tem-
plate by pressuring competing firms to replace
their leadership with Insull subordinates. They
also lobbied regulatory agencies to favor the
preferred template. Once in control, the group
excluded other viable alternative industry mod-
els and pressured the emerging industry towards
cultural, normative, and regulatory conformity.

In a similar vein, Leblebici et al. (1991)
explored how cultural and political activities
changed the US radio broadcasting industry
from inception to maturity. In the early stages of
the industry, the properties and ownership of
airwaves were ambiguous and radio equipment
was an emergent technology. As a result, the
definition of the opportunity in terms of pre-
vailing cultural templates was contested. The US
Navy, a major innovator in this area, tried to
define radio communications as a natural
monopoly to obtain the right to regulate the
industry for national security purposes. News-
papers, who owned the first private stations,
opposed public control and instead tried to de-
fine the opportunity as a free speech issue (e.g.,
‘‘the newspaper of the air’’). Ultimately, the
federal government resolved the controversy by
using a transportation model to define the
opportunity. Leblebici and colleagues also
explained that fringe players were generally
responsible for the introduction of the economic
practices that ultimately defined and trans-
formed the relations between broadcasting sta-
tions and listeners throughout the industry�s
evolution. The authors labeled these actors as
‘‘fringe players’’ because they were less powerful
participants whose only possibility to compete
with the central players without being sanc-
tioned was to engage in the experimentation of

new product and service offerings. Because
established players deemed new product and
service offerings as radical and tangential to
their interests, fringe actors were able to develop
these offerings into valuable strategic opportu-
nities in a virtually unnoticed fashion. Once the
business models of these fringe players became
successful, however, the established players
directly appropriated the business models or
lobbied political authorities to prevent the ero-
sion of their leadership positions.

In summary, the cultural cognitive school and
the sociopolitical school share an understanding
of entrepreneurial opportunities as subjective
situations to the extent that both perspectives
view opportunities as originating from changes
in interpretations of an ambiguous environment.
Whereas the cultural cognitive school ascribes
this change primarily to the development of new
schemas and templates, the sociopolitical school
attributes it primarily to changes in governance
structures that are introduced by fringe actors.
Regardless of whether it originates within or
outside of the firm, however, the strategy
remains the same – redefine the problem by
generating superior interpretations of the data.

4.3. Sources of competitive advantage: integration
of objective and subjective opportunities

Based on the entrepreneurial strategies discussed
in this section, the sources of competitive
advantage can be summarized according to the
nature of the opportunity. The discovery and
exploitation of objective opportunities result in
superior performance as a result of the material
content of economic exchange and the social
relations that sustain the production of valued
goods and services (Rindova and Fombrun,
1999). In the economic view, dynamic capabili-
ties are the strategic processes by which entre-
preneurial firms process information and
reconfigure resources and capabilities to adapt
to rapidly changing environmental contingen-
cies. In the social view, dynamic ties are the
mechanism by which firms quickly reconfigure
social networks to exploit emerging opportuni-
ties. In short, firms can leverage dynamic ties
and capabilities to exploit objective opportuni-
ties and sustain their competitive advantage in
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fast changing markets (Eisenhardt and Schoo-
nhoven, 1996).

At the same time, the enactment and exploi-
tation of subjective opportunities results in
superior performance as a result of the inter-
pretive and symbolic aspects of exchange and
the political activities that sustain the produc-
tion and distribution of new valuable goods and
services (Rindova and Fombrun, 1999). In this
regard, the cultural and political bases for
competitive advantage lie in cultural knowledge
and political skill. In highly ambiguous markets,
entrepreneurial firms devise new cultural
understandings, but these understandings are
difficult to replicate because the means–ends
relationships that sustain them are highly
uncertain. At the same time, the ability to
exploit these understandings entails considerable
political skill. Entrepreneurs need to resort to
political lobbying and persuade others to join
coalitions to change the governance structures
to their own advantage. Thus, firms leverage
both cultural knowledge and political skill to
define and exploit subjective opportunities in
highly ambiguous markets.

Are the objective and subjective views of
entrepreneurial opportunities inimical? Follow-
ing the lead of Rindova and Fombrun (1999)
and Eisenhardt and Schoonhoven (1996), we
propose that these views complement and
strengthen one another. A material view of
entrepreneurial strategies that does not take into
account the important role that interpretation
plays in the process is as incomplete as a view
that ignores the critical role that material
resources play in the discovery and exploitation
of entrepreneurial opportunities. By integrating
both perspectives, we can produce a richer
understanding of the appropriate strategies that
should be used to discover and exploit entre-
preneurial opportunities.

5. Discussion and conclusion

In this paper, we sought to explore two ques-
tions. First, what do entrepreneurial opportu-
nities look like? And second, how do firms
discover and exploit these opportunities to cre-
ate value and sustain competitive advantage? To
answer both questions, we reviewed the strategic

management and entrepreneurship literatures to
identify the nature and character of entrepre-
neurial opportunities and the entrepreneurial
strategies that firms employ to seize and com-
mercialize these opportunities.

We argued that three distinctive schools are
emerging regarding entrepreneurial opportuni-
ties, each of which has emphasized a different
source of opportunity. The economic school has
argued that entrepreneurial opportunities exist
as a result of the distribution of information
about material resources in society. The cultural
cognitive school has argued that entrepreneurial
opportunities exist as a result of environmental
ambiguity and the cultural resources available to
interpret and define these opportunities. Finally,
the sociopolitical school has stressed the role of
network and political structures in defining
entrepreneurial opportunities.

Using Whetten�s (1989) conceptual frame-
work of theory development, we demonstrated
how these schools tend to emphasize one ele-
ment (either How, Why, or Who) of opportu-
nities (Where and When) for entrepreneurial
action (What) while implicitly assuming that the
other elements are constant. As a result, the
non-focal elements are left to vary. Given that
data, interpretations of data, and the individuals
engaged in interpretation of data are all likely to
change simultaneously in uncertain and ambig-
uous environments like those in which entre-
preneurial action is often assumed to occur, it
would seem that failure to control for these non-
focal elements of entrepreneurial action could
allow configural effects to moderate, negate, or
even contradict one�s theoretical conclusions.

In this respect, the sociopolitical school has
enormous potential to serve as a bridge between
the economic and cultural cognitive schools as
long as the elements of data acquisition and
interpretation are not neglected in the sociopo-
litical school�s emphasis of whom is providing
the data or its interpretation. By emphasizing
the objective nature of network opportunities,
the sociopolitical school is consistent with the
economic school because similar entrepreneurial
strategies can be employed to discover these
opportunities. At the same time, the sociopolit-
ical school emphasizes the importance of
ideological content in the exploitation of entre-
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preneurial opportunities, making the perspective
consistent with the cultural cognitive school.
Although some scholars have attempted to
integrate these perspectives into a unified theo-
retical framework (Rindova and Fombrun,
1999), few empirical studies have sought sys-
tematically to apply all the perspectives in the
study of entrepreneurial opportunities (e.g.,
Eisenhardt and Schoonhoven, 1996).

By using the emerging schools as a guide, we
constructed a preliminary classification of entre-
preneurial opportunities. The classification
encompasses economic, cultural cognitive, and
sociopolitical opportunities. First, economic
opportunities are defined as objective situations
that entail material resources and information in
the discovery of new value creating, means–ends
relationships. Second, cultural cognitive oppor-
tunities are subjective situations that require
interpretive processes for the enactment of valu-
able, new means–ends relationships. Finally,
sociopolitical opportunities are objective situa-
tions embedded in existing social structures that
actors exploit to create new means–ends rela-
tionships. Collectively, these opportunities define
the opportunity structure that is available to
entrepreneurs in the environment.

We then identified six subtypes of entrepre-
neurial opportunities based upon supply and
demand concerns. Economic opportunities were
further classified into the technological oppor-
tunities that make the creation of new goods and
services possible and the market opportunities
that enable these new goods and services to be
commercialized for wealth creation. Similarly,
cultural cognitive opportunities were further
classified according to their source in the value
chain: producer opportunities and consumer
opportunities. Finally, sociopolitical opportu-
nities were further differentiated into the
opportunities that result from prevailing net-
work configurations and structures and the
opportunities resulting from exogenous political
events or endogenous strategies of collective
action and political lobbying.

Afterwards, we reviewed the entrepreneurial
strategies that scholars have advocated for
entrepreneurs to discover and exploit entre-
preneurial opportunities. Scholars have con-
tended that entrepreneurial strategies are

contingent on the nature of the opportunity
and the degree of environmental variability. In
particular, the three schools show remarkable
consensus on the premise that entrepreneurial
strategies should be employed in rapidly
moving markets characterized by high uncer-
tainty and intense competition. In terms of the
relationship between strategy, structure, and
performance, given the nature of the oppor-
tunity, scholars have emphasized economic
and social strategies to discover and exploit
objective opportunities, and cultural and
political strategies to identify and seize sub-
jective ones. In the former case, the roots of
sustainable competitive advantage are in dy-
namic capabilities and dynamic ties. In the
latter, the source is cultural knowledge and
political skill. Overall, the three perspectives
are advancing our understanding of the sour-
ces, processes, and outcomes of opportunity
recognition and exploitation for achieving
superior performance.

5.1. Directions for future research

One surprising limitation in the literature is that,
although scholars typically employ the oppor-
tunity construct, they have yet to develop an
integrated theoretical framework that explains
the emergence and development of entrepre-
neurial opportunities. Drawing from Whetten
(1989) and a remarkable body of research that
employs the opportunity construct effectively
but without specification, we sought to outline
the beginnings of a typology of entrepreneurial
opportunity by making implicit assumptions
explicit. In doing so, we believe that there is
sufficient literature to construct a taxonomic
classification on entrepreneurial opportunities,
an endeavor that was beyond the scope of the
present paper. Nevertheless, we encourage other
scholars to develop such a framework to
advance understanding of entrepreneurial
opportunities.

Another important limitation in extant
research has been that scholars seem to be
enamored with contingent arguments of
entrepreneurial opportunities. As the paper has
shown, scholars have typically defined entre-
preneurial opportunities as contingent
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phenomena whose discovery and exploitation
depends on the speed and pace of environ-
mental change. Although scholars have rec-
ognized that entrepreneurial opportunities exist
in the environment (Shane and Venkataraman
2000; Denrell et al., 2003), they seem to be
beholden to the notion that opportunities are
most relevant and should be exploited under
conditions of environmental uncertainty. Such
a view, however, ignores the possibility that
entrepreneurs deliberately create environmental
uncertainty as they discover and exploit new
opportunities. By moving away from contin-
gent arguments, scholars could increase the
generalizability of their theoretical arguments.
In this way, the focus would be on how eco-
nomic actors purposefully enact new oppor-
tunities to create uncertainty in a variety of
industry environments, rather than on how
they identify and seize opportunities to adapt
to fast changing markets.

The emphasis on the relationship between
entrepreneurial strategy and environmental
contingencies may be related to increased
research on high technology industries, as a
result of an academic and popular fascination
with technological change and the spillovers
generated by new technologies. Yet research
has shown that entrepreneurship and innova-
tion can create enormous value even in rela-
tively static industry settings (Bhide, 2000).
For example, Bhide (2000) was surprised to
find that the most common type of successful
start up was not a high technology firm but
rather an enterprise whose founder leverages
prior experience to pursue radical ideas that
serve previously untapped market segments. In
a separate study, Rindova and Fombrun
(2001) showed that, until the emergence of
Starbucks, the retail coffee industry had been
relatively static with little or no change in the
industry for 50 years. The entry of Starbucks
revolutionized the coffee industry by increasing
uncertainty and intensifying competition. Fi-
nally, industrial demographers have shown
that the onset of microbreweries increased
uncertainty and intensified competition among
beer manufacturers long after competitive and
institutional processes had stabilized the
industry (Carroll and Hannan, 2002).

These empirical examples challenge the
conventional view of entrepreneurial firms as
adapters in fast moving markets. Although it
may be true that firms often adapt to the
shifting landscape, we must not assume that
these are the only conditions under which
entrepreneurship occurs nor the only settings
where entrepreneurial strategies prove valu-
able. Instead, scholars should recognize that
entrepreneurial firms are not only adaptive but
also often the source of the increased uncer-
tainty and competition that scholars observe in
the environment. There is an important duality
here: uncertainty may not only open up new
opportunities, but new opportunities may also
create considerable uncertainty. In this sense,
we should also see entrepreneurs typically
employing strategies that ‘‘shake up’’ existing
industries and markets and sometimes even
lead to the creation of new ones. In sum,
scholars need to develop an integrated per-
spective of entrepreneurial opportunities that
emphasizes the creation of uncertainty as a
strategy that induces environmental variability
and not just view uncertainty as an outcome
of that variability. As a corollary, scholars
should also conduct more empirical research
on how entrepreneurs discover and exploit
opportunities to transform static industries
and markets.

In addition, scholars need to conduct more
research on the supply and demand of
opportunities. Opportunities for whom and for
what is an important question to ask here
(Shane and Venkataraman, 2000). Typically,
scholars conceptualize opportunity discovery
and exploitation as a linear process of value
creation from producers to consumers. There
are instances, however, when the process is
non-linear. For example, consumers may act
as the agents of discovery and, as a result of
their discoveries, become the producers who
exploit entrepreneurial opportunities. This
phenomenon is particularly common in open
source networks, where user innovation often
leads to the production of new methods (Von
Hippel, 1986; O�Mahony, 2002). Moreover,
institutionalized actors exist whose role it is to
discover and exploit opportunities for other
firms. For example, IDEO is well known for
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helping nascent and established companies to
achieve breakthrough design innovations
(Hargadon and Sutton, 1997; Taylor, 2004).
We still do not have a good understanding of
the role of these firms in the processes of
opportunity discovery and exploitation. In this
context, scholars need a more sophisticated
framework for conceptualizing the production
and consumption of entrepreneurial opportu-
nities.

Finally, more research is needed across levels
of analysis and geographic settings. Entrepre-
neurial opportunities for innovation exist at the
individual, firm, and industry levels. Moreover,
individuals and firms are enabled and con-
strained in different ways to seize opportunities.
In addition, the spillovers resulting from these
processes may result in positive and negative
feedback across multiple levels of analysis and
geographies. Further research into these areas
will enable scholars to develop a more fine
grained view of the nature and character of
entrepreneurial opportunities as well as the
strategies and tactics that should be employed to
discover and exploit these opportunities for
wealth creation.

In conclusion, we hope to have demon-
strated not only that entrepreneurial opportu-
nities are situations that enable the
introduction of new goods and services but
also that strategies to discover and exploit
them depend on the element of action that is
deemed responsible for creating the opportu-
nity by changing the current situation. If the
origin of entrepreneurial opportunity is
thought to be changes in data, then opportu-
nities tend to be viewed as objective phenom-
ena that firms discover and exploit by
acquiring more information through dynamic
capabilities or dynamic ties. However, if the
origin of entrepreneurial opportunity is
thought to be changes in interpretation, then
opportunities tend to be viewed as subjective
phenomena that firms discover and exploit by
devising new understandings through cultural
knowledge and political skill. Finally, we hope
to have shown that both schools of thought
and a typology of entrepreneurial opportunity
have emerged from the literature as a result of
scholars emphasizing one element of action to

the relative neglect of others. By recognizing
that research on opportunities for entrepre-
neurial action requires that each element be
addressed explicitly, we believe that entrepre-
neurship and strategy scholars will be able to
avoid misleading conclusions that may other-
wise occur as a result of configural effects.
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