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CHAPTER 2

Researching the Generation, Refinement, 
and Exploitation of Potential Opportunities

IntroductIon

Most research opportunities are characterized by uncertainty, and scholars 
generally have numerous options when thinking about how to contribute 
to and energize a field of study. In this chapter, we argue that future con-
tributions to the field of entrepreneurship will stem from considering the 
entrepreneurial process as a series of steps to generate and refine oppor-
tunities through developing, engaging, and transforming communities of 
inquiry. In addition, this process involves a dynamic and recursive pattern 
of activities immersed in entrepreneurial practice that goes beyond finan-
cial goals and engages the heart as much as the mind. We believe viewing 
the entrepreneurial process in this way will help researchers gain a deeper 
understanding of how entrepreneurial action can meet some of the most 
challenging issues of our time, thereby enabling important contributions 
to the field of entrepreneurship.

First, scholars have contributed significantly to the body of research on 
entrepreneurial cognition focusing on individuals’ beliefs about whether 
a specific situation is (or is not) an opportunity (e.g., Autio Dahlander, 
& Fredrickson, 2013; Cornelissen & Clarke, 2010; Gregoire, Barr, & 
Shepherd, 2010; Grégoire & Shepherd, 2012; Gruber, Macmillan, & 
Thompson, 2013; Keh, Foo, & Lim, 2002; McMullen & Shepherd, 
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2006; Tang, Kacmar, & Busenitz, 2012). Unsurprisingly, given its roots in 
cognitive psychology, most of this research has focused on individual-level 
characteristics (Baron & Ensley, 2006; Mitchell et al., 2002; Shane, 2000; 
Shepherd & DeTienne, 2005) or cognitive processes (Bryant, 2007; 
Busenitz & Barney, 1997; Cornelissen & Clarke, 2010; Grégoire et al., 
2010) when explaining how people detect, understand, and/or assess 
possible opportunities. Future research can extend this body of research 
as well as enhance our understanding of entrepreneurial phenomena by 
taking a more interactive view of the entrepreneurial process and inves-
tigating how a community of inquiry influences the refinement of a pos-
sible opportunity and changes in the entrepreneur’s mind, how potential 
opportunities alter a community of inquiry, and how an evolving opportu-
nity can lead to the mutual adjustment between the entrepreneur’s mind 
and the community of inquiry.

Second, previous research has significantly deepened our knowledge 
of the outcomes (Bornstein, 2004; Dean & McMullen, 2007; Foss, Foss, 
Klein, & Klein, 2007; Roberts & Woods, 2005) and antecedents of entre-
preneurial action (Krueger, 2007; McMullen & Shepherd, 2006; Meek, 
Pacheco, & York, 2010; Mitchell & Shepherd, 2010). Scholars can further 
complement this research by exploring the numerous sub-activities associ-
ated with a single entrepreneurial action. More specifically, by focusing on 
activity as the key unit of analysis, future research can extend the litera-
ture on nascent entrepreneurship that emphasizes the series of activities 
involved in new venture emergence (Delmar & Shane, 2004; Gartner, 
1985; Lichtenstein, Carter, Dooley, & Gartner, 2007) rather than the 
solitary act of exploiting an opportunity. Such research will help separate 
entrepreneurial action into its basic sub-activities and elucidate the inter- 
relationships between activities, between an activity (or sequence of activi-
ties) and an individual’s motivation to form an opportunity belief, and 
between an activity (or sequence of activities) and the knowledge needed 
to form an opportunity belief. With this research, scholars will be able to 
begin constructing a theory of the micro-foundations of entrepreneurial 
action.

Third, research has already provided strong evidence of the role cogni-
tion plays in individuals’ execution of tasks essential to the entrepreneurial 
process, including identifying (e.g., Ardichvili, Cardozo, & Ray, 2003; 
Corbett, 2005; Grégoire et al., 2010), assessing (e.g., Haynie, Shepherd, & 
McMullen, 2009; Keh et al., 2002), and acting on (e.g., Autio, Dahlander, 
& Frederiksen, 2013; Hmieleski & Baron, 2008; McMullen & Shepherd, 
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2006) potential opportunities. In addition, research has begun to reveal 
how emotion influences entrepreneurs’ cognitive information process-
ing for important tasks (e.g., Baron, 2008; Foo, 2011; Shepherd, 2003; 
Welpe, Spörrle, Grichnik, Michl, & Audretsch, 2012). Along these lines, 
research could make important contributions by building on the concept 
of “hot cognition” (i.e., the notion that emotions affect cognitive process-
ing in the entrepreneurial context [Cardon, Foo, Shepherd, & Wiklund, 
2012]) to study the opposite relationship—namely, how entrepreneurial 
activity affects the way individuals generate emotions (both positive and 
negative) as they engage in challenging entrepreneurial tasks (see Gielnik, 
Spitzmuller, Schmitt, Klemann, & Frese, 2015). As this research evolves, 
scholars can begin to investigate the reciprocal relationship between cog-
nitions and emotions as individuals engage in entrepreneurial tasks over 
time.

Finally, scholars have made recent progress in the field of entrepreneur-
ship by investigating the outcomes of entrepreneurial actions benefitting 
others—for instance, research on social entrepreneurship (e.g., Dacin, 
Dacin, & Tracey, 2011; Dees, 1998; Mair & Marti, 2006; McMullen, 
2011; Peredo & Chrisman, 2006), environmental entrepreneurship (e.g., 
Dean & McMullen, 2007; Meek et al., 2010; Shepherd, Patzelt, & Baron, 
2013; York & Venkataraman, 2010), and sustainable development (e.g., 
Hall, Daneke, & Lenox, 2010; Shepherd & Patzelt, 2011). Future schol-
arship that develops and extends the compassion organizing (e.g., Dutton, 
2003; Dutton, Worline, Frost, & Lilius, 2006; George, 2013; Kanov 
et al., 2004; Lilius et al., 2008) and prosocial motivation (e.g., Batson, 
1998; De Dreu, 2006; Grant, 2007, 2008; Grant & Berry, 2011; Grant 
& Sumanth, 2009) literatures is likely to contribute significantly to these 
previous research lines by exploring the distinct role of entrepreneurial 
actions and their underlying sub-activities. More specifically, entrepre-
neurship researchers are particularly well suited to study how individuals 
can alleviate others’ suffering by going beyond depending on established 
organizations’ normal routines and developing new routines within these 
organizations or creating new organizations, how organizational mem-
bers can alleviate non-organizational members’ suffering, and how people 
can build new organizations in resource-devastated environments to help 
others. Going beyond investigating individuals’ ability to act entrepre-
neurially to help others overcome suffering, future scholarship will likely 
progress this line of research by adding to and extending the concept of 
prosocial motivation to entrepreneurs’ compassionate venturing.

RESEARCHING THE GENERATION, REFINEMENT, AND EXPLOITATION... 
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Throughout the rest of this chapter, we discuss each of these research 
streams in more detail. Of course, these streams are not the only potential 
sources of continued vitality in the field of entrepreneurship. However, 
we chose to focus on four sources of vitality as the foundation for future 
research for four primary reasons. First, the four potential sources of vital-
ity are not inconsistent with the current entrepreneurship literature, thus 
enabling us to build on past research while also overcoming current and 
future difficulties in existing research streams. Second, irrespective of how 
the field is defined, opportunities and individuals’ actions are essential con-
cepts in entrepreneurship research discussions, and the focus of this chap-
ter is in line with these critical components. Third, each source of vitality is 
grounded in fruitful scholarship from another field (e.g., with established 
theories, methods, techniques, etc.), thus enabling us to extend both the 
field of entrepreneurship and outside fields through combination, recom-
bination, and creativity. Finally, research has shown that the nature of a 
potential opportunity is related to an individual’s (or a firm’s) prior knowl-
edge. The same notion applies to us as we begin to think about future 
research paths and opportunities. While we will likely need to venture 
into unknown territory, these themes are still very much in line with the 
distinct knowledge of the psychology of entrepreneurship, and there are 
doubtless many significant opportunities within and outside these areas.

A More InterActIve PersPectIve of entrePreneurIAl 
oPPortunIty

The Dominant Cognitive Psychology Perspective

Although scholars have yet to agree on the exact nature and definition 
of opportunities (e.g., Davidsson, 2003, 2015; Dimov, 2011; Gartner, 
Carter, & Hills, 2003; McMullen, Plummer, & Acs, 2007; Short, Ketchen, 
Shook, & Ireland, 2009), most agree that opportunities are uncertain ex- 
ante (Knight, 1921) and can only really be determined post hoc. As a 
result, recent research on entrepreneurial opportunities has generally cen-
tered on an individual’s assessment of whether a particular situation sig-
nifies an opportunity for someone (i.e., third-person opportunity) (e.g., 
Cornelissen & Clarke, 2010; Grégoire et al., 2010; Grégoire & Shepherd, 
2012; Gruber et  al., 2013; Shepherd & DeTienne, 2005) and then 
whether it signifies an opportunity for him or her personally (i.e., first- 
person opportunity) (e.g., Autio et al., 2013; Fitzsimmons & Douglas, 
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2011; Haynie et al., 2009; Keh et al., 2002; Mitchell & Shepherd, 2010; 
Tang et al., 2012). Most researchers explain the formation of opportu-
nity beliefs (first- and/or third-person) (McMullen & Shepherd, 2006) 
in terms of cognitive attributes, such as prior knowledge (e.g., Shane, 
2000; Shepherd & DeTienne, 2005) and expert prototypes (Baron & 
Ensley, 2006) and explore this belief formation using cognitive processes, 
such as heuristics (Bryant, 2007; Busenitz & Barney, 1997), metaphors 
(Cornelissen & Clarke, 2010), and structural alignments (Grégoire et al., 
2010; Grégoire & Shepherd, 2012), as the foundation. It is not surpris-
ing—given this cognitive foundation—that researchers’ focus has recently 
centered on how individuals detect and try to decipher indicators of a 
potential opportunity (with social resources occasionally supporting this 
effort). This line of cognitive research on opportunity beliefs can likely be 
supplemented and extended by future research that takes a more interac-
tive view and contributes additional insights into the refinement of poten-
tial opportunities, the transformations of communities through potential 
opportunities, and the mutual adjustment of both.

An Interactive Perspective of the Identification and Refinement 
of a Potential Opportunity

There are obviously quite a few social perspectives that could contribute 
to research on the formation of opportunity beliefs (e.g., collective cogni-
tion [Shalley & Perry-Smith, 2008; West, 2007], relational capital [Hite, 
2005; Yli-Renko, Autio, & Sapienza, 2001], brokerage [Burt, 2005; 
Stinchfield, Nelson, & Wood, 2013], crescive conditions [Dorado & 
Ventresca, 2013], and social structure [Sorenson & Audia, 2000]); how-
ever, particularly fruitful research is likely to come from viewing a poten-
tial opportunity as a process of social interaction between an entrepreneur 
and a community as opposed to an outcome of thinking on behalf of 
the entrepreneur. Nonetheless, if we move away from focusing on knowl-
edge structures (e.g., schema [e.g., Corbett & Hmieleski, 2007; Krueger, 
2003], mental models [e.g., Hill & Levenhagen, 1995; Krueger, 2007], 
scripts [e.g., Mitchell, Smith, Seawright, & Morse, 2000; Smith, Mitchell, 
& Mitchell, 2009], or prototypes [Baron & Ensley, 2006]) and begin to 
focus on the embodiment of knowledge between an entrepreneur and a 
community, we are likely to gain deeper insights into the mutual adjust-
ment between these two actors as well as the ways potential opportunities 
are cultivated and refined.

RESEARCHING THE GENERATION, REFINEMENT, AND EXPLOITATION... 
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While a potential opportunity can arise through an abductive process in 
an individual’s mind (Swedberg, 2009), the idea underlying that potential 
opportunity is likely to stem from experiences the individual has had in 
the world, which must then be tested back in that context. That is, ideas 
“must be tested against the phenomena they are intended to unpack” 
(Prawat, 1995, p. 17). This testing requires a potential opportunity to be 
exposed “to a community whose standards allow us to correct and revise 
our ideas” (Pardales & Girod, 2006, p. 302). A community of inquiry 
for a potential opportunity could comprise potential stakeholders who 
are able to comment on the potential opportunity’s promise and validity 
(Autio et al., 2013). For instance, a community made up of other entre-
preneurs, financiers, technologists, consumers, and suppliers is likely to 
provide a sound “reality check” for an entrepreneur pursuing a possible 
opportunity (Bruner, 1986; Klofsten, 2005; Kloppenberg, 1989; Seixas, 
1993; Wilson, 1990). If the entrepreneur faces criticism from such a com-
munity, it is likely to raise some doubt in his or her mind, thus inform-
ing and motivating the entrepreneur to alter the potential opportunity 
or discard it altogether. Assuming the entrepreneur decides to continue 
to pursue the potential opportunity, he or she must further test it against 
socially verifiable facts.

Furthermore, the community of inquiry may also be transformed by 
interacting with the potential opportunity. For example, an entrepreneur’s 
communication and explanation of an opportunity may alter a community 
member’s knowledge (e.g., provide new insights into technological devel-
opments), which can influence how that member judges the opportunity 
(and other opportunities in the future). Alternatively, those community 
members who discarded the opportunity in the first place might not be 
available to the entrepreneur (or approached by him or her) to judge 
future developments of the opportunity. In contrast, when members of 
a community of inquiry come to the same conclusions about a potential 
opportunity’s promise (and those conclusions are positive), there is belief 
in the potential opportunity (Autio et al., 2013).

Potential Opportunity of the Mind and of the World

A more interactive perspective of opportunity is in line with pragmatism 
and a number of associated key assumptions. First, pragmatism is charac-
terized by a world independent of individuals’ minds about which people 
can form beliefs (Peirce, 1955). Second, in this belief system, individuals 
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are only able to access the real world through their mental world (Peirce, 
1955), thus meaning the two worlds are entwined (Gergen, 1994). 
Finally, the pragmatic perspective argues that while people search for 
truth, they can never truly find it. Thus, what the community of inquiry 
deems is truth is merely the current best opinion and is itself only tempo-
rary (Haskel, 1984; Seixas, 1993). This perspective has implications for 
entrepreneurship.

Namely, research on opportunities has often taken the view that oppor-
tunities are discovered or created and that creation dominates discovery 
in certain contexts and vice versa in other contexts (Alvarez & Barney, 
2007). An interaction perspective of opportunity, however, provides an 
alternative path for future studies (consistent with Dewey’s [1939] char-
acterization of mind–world dualism). Under this perspective, potential 
opportunities do not belong exclusively to the domain of the mind or of 
the world; rather, they involve the inter-relationship (i.e., mutual adjust-
ment) of both. Indeed, as Gergen (1994, p. 129) pointed out, a vexing 
problem can arise when there is division and isolation between the mind 
and the world: “When a real world is to be reflected by a mental world 
and the only means of determining the match is via the mental world, the 
real world will always remain opaque and the relationship between the two 
inexplicable.” Scholars can make future contributions to our understand-
ing of opportunity by viewing potential opportunities as a conceivable 
means to think about and discuss the world that proves useful (through 
action) while simultaneously recognizing that opportunities are only ten-
tatively held and are subject to modification as they enter and re-enter the 
environment.

Research Opportunities from a More Interactive Perspective 
of Entrepreneurial Opportunity

Community contributions to potential opportunity refinement. 
Following this line of thinking (i.e., viewing opportunity detection and 
refinement in an interactive manner), the notion of a potential  opportunity 
should not only be considered as part of the initial creator’s mind but also 
grounded in a community. For example, a potential opportunity that is 
not fully formed is likely to change after being presented to a community 
of inquiry as a result of that community’s social forces, feedback, and criti-
cism. In this context, many questions surrounding the community arise. 
What comprises a community member for a specific potential opportunity, 
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including who is involved in this community, how and when do members 
of the community interact (if they do), how does the community come 
about in the first place, and how does it transform (in composition and 
in mind) as time passes? It could be that the nature of the community 
depends on the nature of the opportunity (and its dynamics), and perhaps 
certain communities have more success in “changing” a potential oppor-
tunity than others. It then becomes important to explore what strategies 
entrepreneurs use to construct, engage, and learn from communities of 
inquiry and why and when certain entrepreneurs are more effective in 
conducting these activities than others.

It is clear that a potential opportunity is likely to change after the entre-
preneur has received feedback from the community; however, our under-
standing of the nature of this feedback and the resulting changes is still 
opaque. In particular, how much does a potential opportunity change after 
interacting with the community of inquiry and why? Perhaps the amount 
of change in a potential opportunity depends on the personal relationship 
between the entrepreneur and the community member(s) (e.g., feedback 
from some community members is incorporated more in the opportunity 
change than feedback from others). Further, it could be that the amount 
of opportunity change lessens over time (consistent with the notion of 
refinement), but perhaps changes to the potential opportunity follow a 
different pattern (e.g., a punctuated equilibrium model characterized by 
periods of incremental refinement followed by substantial change). It is 
interesting to consider whether opportunity changes are ever so extensive 
that the eventual opportunity only vaguely resembles its initial form. As 
with most change, perhaps there is resistance by the entrepreneur to the 
changes community members suggest. If so, it would be interesting to 
gain a deeper understanding of what effect (if any) the entrepreneur’s 
resistance to change has on the development, refinement, and/or trans-
formation of the potential opportunity.

Potential opportunities transforming communities of inquiry. 
Thus far, our discussion implies a uni-directional information flow from 
the community to the entrepreneur, with only the entrepreneur’s mind 
changing from feedback about the potential opportunity. However, it is 
likely that the community of inquiry—and more generally the external 
environment—will also change from exposure to the potential opportu-
nity. That is, as a potential opportunity is vetted, not only is there a change 
in the creator’s mind about the potential opportunity, but there is also a 
change in the environment in which the potential opportunity is posi-
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tioned. Thus, from an interaction-based view, the research challenge in 
this context is not determining whether or when a potential opportunity 
is in the entrepreneur’s mind versus in the world; rather, the challenge is 
considering both sides of the interaction at once—namely, the mind and 
the world are inseparably connected as a “functional unit” through a pro-
cess of mutual adjustment (Dewey, 1939).

Future research can further contribute to this discussion by extending, 
for example, the notion of user innovation to user entrepreneurship (Shah 
& Tripsas, 2007). For instance, the individual who discovered rodeo kaya-
king saw a potential opportunity to adapt his kayak so he could perform 
various tricks (e.g., enter waves in the river sideways and backwards). 
When others saw him doing these tricks, they asked the rider whether 
he could make them special kayaks as well. The potential opportunity for 
rodeo kayaks was further refined to include the creation of plastic hulls 
and center-buoyant squirt boats, which enabled “flashier tricks on steeper 
and more dangerous runs” and “brought media attention to the sport 
and a growing number of people [trying] out rodeo kayaking” (Baldwin, 
Hienerth, & Von Hippel, 2006, p. 1295). Not only did the idea of rodeo 
kayaking change the way others viewed the sport, it also altered where 
the sport could take place (e.g., steeper rivers). The potential opportu-
nity behind rodeo kayaking began in one individual’s mind; however, the 
idea was further refined by a community of users, which itself changed 
because the potential opportunity was developed. This example clearly 
demonstrates the concept of mutual adjustment: the continual modifica-
tion of a potential opportunity between the mind of the creator(s) (which 
changed over time) and the community of users and spectators (which 
also changed over time).

In line with our call for research on the ways a potential opportunity is 
altered through interactions with a community of inquiry, future research 
can significantly contribute to the field of entrepreneurship by more thor-
oughly investigating how and why a potential opportunity changes a com-
munity. More specifically, we can explore how changes in the nature of 
a potential opportunity change the associated community of inquiry in 
terms of its composition, collective mind, collective actions, and so on. 
What if we contest the implied notion that only one community exists or 
that the community is similar in the ways it is altered by a potential oppor-
tunity? The community may morph in one direction, but it could also split 
in two (perhaps based on competing opinions about the opportunity), 
forcing the entrepreneur to choose which branch to take (which in turn 
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alters the community). If there are numerous communities for one poten-
tial opportunity, would each community be transformed differently by the 
opportunity, or would the potential opportunity itself become two differ-
ent potential opportunities—one for each community—or both? Before 
we begin unpacking these questions and explore different communities 
or sub-communities, researchers will need to clearly define and opera-
tionalize what is meant by a community (or communities) for a potential 
opportunity.

Mutual adjustment between the entrepreneur’s mind and the com-
munity. Fruitful research is also likely to come from the exploration of 
mutual adjustment—the continuous reciprocal relationship between 
changes in the individual’s mind and transformations of the community 
through the development and refinement of a potential opportunity. Such 
research is likely to delve into the mechanisms that begin and continue 
the reciprocal relationship underlying the development and refinement 
of a potential opportunity. It is also important to explore the point at 
which the process of developing a potential opportunity stops such that 
the entrepreneur can fully exploit the refined opportunity; alternatively, 
perhaps, the potential opportunity continues to be changed during full 
exploitation (further transforming the entrepreneur’s mind and the com-
munity). It could be that both alternatives are possible. That is, certain 
entrepreneurs and certain communities in certain situations may con-
stantly be “updating,” whereas this may not happen for other entrepre-
neurs, communities, and/or situations. Indeed, one could also imagine 
the existence of escalating “adjustment spirals” such that a change in the 
opportunity causes a change in the community, which triggers further 
changes in the opportunity and so on. Research then needs to explore 
how these spirals are started, perpetuated, and stopped. It will take a great 
deal of scholarly work to gain a deeper understanding of how this “interac-
tion” process of developing a potential opportunity is initiated, perpetu-
ated, and terminated. Nevertheless, we believe such research could greatly 
benefit the entrepreneurship field.

Future Research

Figure 2.1 provides an overview of the more interaction-based perspec-
tive of entrepreneurial opportunities we have described thus far. This 
interaction- based view provides countless research opportunities; however, 
we argue that important future research avenues worth pursuing include 
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the following: (1) how does experiencing the world (through actions) lead 
to the creation of an entrepreneurial idea, (2) how does an entrepreneurial 
idea cause one to act on a potential opportunity, (3) how does acting on a 
potential opportunity inform an individual’s opportunity belief (or reduce 
doubt) about the existence of an opportunity, (4) how does a community 
of inquiry validate a potential opportunity, (5) how does validation from 
a community of inquiry alter a potential opportunity and an individual’s 
experience of the world, (6) how do changes in an individual’s beliefs/
doubts refine a potential opportunity and affect the decision to abandon 
it, and (7) how does a potential opportunity alter a community of inquiry.

ActIvIty-BAsed entrePreneurshIP

Toward a Theory of the Micro-Foundations of Entrepreneurial 
Action

Researchers continue to have considerable interest in entrepreneurial 
action (Autio et  al., 2013; Brettel, Mauer, Engelen, & Kupper, 2012; 
McKelvie, Haynie, & Gustavsson, 2011; Meek et al., 2010; Mitchell & 
Shepherd, 2010)—or “behavior in response to a judgmental decision 
under uncertainty about a possible opportunity for profit” (McMullen & 
Shepherd, 2006, p. 134). Such actions can lead to a variety of outcomes, 
including generating economic gains and/or losses for the entrepreneur 
(Foss et al., 2007; Klein, 2008), preserving (Dean & McMullen, 2007) 
and/or destroying the natural environment (Dorfman & Dorfman, 1993; 
Tietenberg, 2000), upholding (Bornstein, 2004; Roberts & Woods, 
2005) and/or ruining community culture (Schuler, Hashemi, & Badal, 
1998), and creating (Bornstein, 2004; Dacin et al., 2011) and/or destroy-
ing (Khan, Munir, & Willmott, 2007) value for society.

The examples above demonstrate researchers’ interest in the ultimate 
consequences of entrepreneurial action; however, scholars interested in 
nascent entrepreneurship tend to focus less on the single act of opportunity 
exploitation and more on the series of actions in new venture emergence 
(Delmar & Shane, 2004; Gartner, 1985; Kim, Longest, & Lippmann, 
2015; Lichtenstein et  al., 2007). Indeed, nascent entrepreneurs under-
take numerous entrepreneurial activities, including actions that make their 
businesses more concrete to themselves and others. For instance, nascent 
entrepreneurs often look for and purchase facilities and equipment; seek 
and obtain financial backing, form legal entities, organize teams; and 

 D.A. SHEPHERD AND H. PATZELT



 29

dedicate all their time and energy to their business (Carter, Gartner, & 
Reynolds, 1996, p. 151). However, further research is needed to uncover 
why and when entrepreneurs undertake these activities when developing 
their ventures (Davidsson & Gordon, 2012) as well as how these activities 
are inter-related and mutually dependent on each other.

To begin this research, it may be useful to view entrepreneurial action 
as a dynamic, highly iterative process of engaging in activities and experi-
ences that both inform and are informed by a potential opportunity. When 
thinking of entrepreneuring as a series of activities in the entrepreneurial 
process, activity is the key unit of analysis. Along this line of thinking, 
scholars could begin to uncover the micro-foundations of entrepreneurial 
action by exploring key activities and their outcomes. The overall picture 
of the entrepreneurial process without this more detailed understanding of 
the micro-foundations of entrepreneurial action is more linear, granular, 
and disconnected from everyday life, shedding little light onto the practice 
of entrepreneurship. However, when the emphasis is placed on activities, 
the picture of the entrepreneurial process becomes more dynamic, fine 
grained, and immersed in everyday occurrences.

As we described in our call for an interaction-based perspective to entre-
preneurship research, when a potential opportunity is refined, it produces 
(and reflects) changes in the entrepreneur’s mind and in the community 
of inquiry. These changes are caused by a series of inter-related activities. 
For instance, if an entrepreneur is left with some level of doubt (i.e., a feel-
ing of not knowing [Locke, Golden-Biddle, & Feldman, 2008]) about the 
veracity of a potential opportunity after interacting with the community of 
inquiry, the entrepreneur would be motivated to inquire further. In this 
context, inquiry is the “activity of resolving genuine doubt in order to arrive 
at stable beliefs” (Locke et al., 2008, p. 908). In other words, doubt inspires 
the entrepreneur to undertake activities that inform (through changes in his 
or her mind) the refinement of the entrepreneurial idea. Thus, doubt can be 
seen as “nothing less than an opportunity to re-enter the present” (Shanley, 
2005, p. viii) to help create a more fertile idea (Paavola, 2004).

Future Research on the Micro-Foundations of Entrepreneurial 
Action

Breaking down entrepreneurial action into constituent activities. 
Substantial contributions to the field of entrepreneurship are likely to come 
from research investigating the numerous activities that make up entrepre-
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neurial action because it will provide the foundation for theorizing about 
and testing micro-foundation models of entrepreneurial action. For exam-
ple, as Lumpkin and Dess (1996, p. 136) noted, the “essential act of entre-
preneurship is new entry. New entry can be accomplished by entering new 
or established markets with new or existing goods or services. New entry 
is the act of launching a new venture, either by a start-up firm, through an 
existing firm, or via internal corporate venturing.” Future scholarship can 
complement this research on new entry by focusing on the series of activi-
ties that lead to new entry—activities that start with a notion of a potential 
opportunity (i.e., a conjecture)—and activities that refine and transform 
that potential opportunity with the hope of eventual exploitation (includ-
ing, in some contexts, activities associated with new venture creation). 
For example, the Panel Study of Entrepreneurial Dynamics (PSED) lists 
about 30 different activities entrepreneurs pursue at different stages of the 
venture-development process. In addition, future research can explore the 
more nuanced activities that make up broader entrepreneurial action and 
the connections between these activities. Doing so could have an impor-
tant impact on the field because although some scholars have recognized 
that a potential opportunity may change over time (e.g., Dimov, 2007; 
McMullen & Dimov, 2013; Sarasvathy, 2001), the activities surrounding 
these changes have largely been neglected. Thus far, the scholarly focus 
has either been on a rather fully formed entrepreneurial idea (with only 
minor changes, if any [Gruber et al., 2013]) or on a mindset as a precursor 
to these activities (e.g., effectual logic [Sarasvathy, 2001]). Shane (2000), 
for example, studied eight entrepreneurial individuals and teams who had 
discovered different opportunities to exploit three-dimensional print-
ing. The underlying assumption in this particular research context is that 
individuals/teams recognize opportunities in a more or less fully formed 
state that is ready for exploitation. Specifically, when an entrepreneur talks 
about the opportunity to members of a community of inquiry, this sole 
explanation not only relates to what the entrepreneur initially recognized 
but also to what he or she assessed (Gruber et al., 2013).

Future research can further develop our understanding of the activities 
involved once a potential opportunity is identified throughout its con-
tinuous evaluation and refinement up to final exploitation. This approach 
acknowledges that a potential opportunity begins as a tentative conjecture 
and develops and evolves based on the entrepreneur’s activities. In turn, 
these activities alter the nature of the initial potential opportunity. It seems 
likely that in many cases, a potential opportunity will change frequently 
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and substantially (as opposed to infrequently and/or minimally). One way 
we can more fully understand these changes is by focusing on the activities 
that together shape the potential opportunity as well as the entrepreneur’s 
(and the community’s) belief in it. In addition, the entrepreneur’s (and 
the community’s) doubts and beliefs related to the opportunity are likely 
to influence these activities (and thus a theory of the micro-foundations of 
entrepreneurial action), to which we now turn.

The role of opportunity doubt and belief in entrepreneurial activi-
ties. Both doubt and belief are likely to stimulate entrepreneurial activ-
ities. However, we currently have a limited understanding of the roles 
doubt and belief play in this process. What activities are stimulated by 
doubt? It is important to understand what is activated to resolve doubt 
and how entrepreneurial activities change as doubt is settled and a first- 
person opportunity belief forms. It is likely that certain activities are more 
likely than others to negate a belief (and possibly additional refinement of 
the potential opportunity) by re-introducing uncertainty and that some 
individuals or teams are more likely than others to undertake these activi-
ties. It could be that the pursuit of some activities is like a “double-edged 
sword” because they relieve doubt about some aspects of the opportunity 
(e.g., the market) but enhance doubt about other aspects (e.g., techno-
logical feasibility). Thus, we need to explore how certain combinations 
of activities help resolve doubt more effectively than other combinations 
or the activities independently. Moreover, a community of inquiry may 
impact the relationship between the pursuit of activities and the resolution 
of doubt about an opportunity (e.g., the community might communi-
cate to the entrepreneur that some activities are more or less valuable for 
opportunity development).

As these conjectures reveal, this interaction-based view of entrepre-
neurship shifts the focus to the numerous activities comprising the entre-
preneurial process, including those associated with probing an uncertain 
environment (Brown & Eisenhardt, 1997; McGrath, 1999), combin-
ing and recombining resources to create potential opportunities (Baker, 
Miner, & Eesley, 2003; Baker & Nelson, 2005), engaging the commu-
nity and responding to that engagement (Chandra & Coviello, 2010; 
Haefliger, Jäger, & Von Krogh, 2010; Shah & Tripsas, 2007), testing 
a potential opportunity’s validity and probability of success (Shane & 
Eckhardt, 2003; Shepherd, Haynie, & McMullen, 2012), exploiting a 
potential opportunity through new venture creation (Carter et al., 1996; 
Davidsson & Honig, 2003; Lichtenstein et al., 2007), and so on. As the 
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previous citations illustrate, entrepreneurship scholars have already blazed 
the initial trail in investigating some of these activities. However, in many 
ways, the work has only begun; we still have much to accomplish in this 
area.

Future Research

Figure 2.2 builds on the basic model of entrepreneurial action (McMullen 
& Shepherd, 2006) to provide a sketch of a more activity-based perspec-
tive of entrepreneurial action, highlighting some of the significant ele-
ments of the discussion above. Future research on the activities underlying 
the materialization of opportunity beliefs will likely help scholars build a 
theory of the micro-foundations of entrepreneurial action. While many 
research paths open up by taking a more activity-based perspective of 
entrepreneurship, valuable future research questions worthy of explora-
tion include the following: (1) what activities lead an individual to identify 
what he or she believes (or doubts) to be a third- and/or first-person 
opportunity, (2) how and why does an individual’s prior knowledge affect 
the types of activities he or she engages in to form a third- and/or first- 
person opportunity belief, (3) how and why does the nature of an individ-
ual’s motivation impact the types of activities he or she undertakes to form 
a third- and/or first-person opportunity belief, (4) how does the inter- 
connection between activities affect a third- and/or first-person oppor-
tunity belief, (5) how and why do certain activities shape an individual’s 
prior knowledge and motivation (which can then shape ensuing activities), 
(6) how and why does altered knowledge in the evaluation stage influence 
knowledge in the attention stage for the detection of later potential third- 
person opportunities, and (7) how and why does the altered motivation 
of the evaluation stage influence motivation in the attention stage for the 
detection of later third-person opportunities.

entrePreneurshIP thAt Is More cognItIvely hot

Entrepreneurial Cognition and Emotion’s Effect on These 
Cognitive Processes

Researchers have long believed that individuals’ cognitive abilities play an 
important role in driving entrepreneurial action (for reviews, see Gregoire, 
Corbett, & McMullen, 2011; Mitchell et  al., 2002). More specifically, 
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scholars hold that people are better able to navigate the entrepreneurial 
process (i.e., recognize, evaluate, and act on opportunities) when they 
have substantial knowledge (Davidsson & Honig, 2003; Shane, 2000), 
have access to information (Fiet, 2007; Hoang & Antoncic, 2003), can 
quickly make decisions (Eisenhardt, 1989; Forbes, 2005), and are cog-
nitively flexible (Haynie, Shepherd, Mosakowski, & Earley, 2010). More 
recently, researchers have also explored the role emotions play in the 
entrepreneurial process, finding that positive emotions tend to facilitate 
the process (Baron, 2008; Cardon, Wincent, Singh, & Drnovsek, 2009) 
whereas negative emotions tend to hinder it (Shepherd, 2003; Shepherd, 
Patzelt, & Wolfe, 2011). However, even with this past work, substantial 
opportunities remain in the field of entrepreneurship to investigate the 
inter-relationship between emotion and cognition.

The Role of Entrepreneurial Activity in Emotions

As a field, entrepreneurship continues to gain a deeper understanding of 
emotion’s influence on entrepreneurial cognition. However, so far, we 
know little about the reverse situation—namely, entrepreneurial cog-
nition’s influence on emotions—as well as the reciprocal relationship 
between cognition and emotions. As a result, there are numerous oppor-
tunities for entrepreneurial scholars to make significant contributions 
by developing and empirically testing new theoretical perspectives that 
enhance our understanding of cognitive-emotion processes.

Entrepreneurial activities that generate positive emotions. Positive 
psychology research has shown that generating positive emotions is vital 
for individuals as they adjust and grow throughout their lives (Fredrickson, 
1998, 2001; Seligman & Csikszentmihalyi, 2000; Seligman, Steen, Park, 
& Peterson, 2005), which has important implications for entrepreneur-
ship research. Thus far, however, extant research in this area has primar-
ily centered on the outcomes of positive emotions (e.g., Baron, 2008; 
Brundin, Patzelt, & Shepherd, 2008; Cardon et  al., 2009; Grichnik, 
Smeja, & Welpe, 2010) while relatively ignoring how and why positive 
emotions are generated in the entrepreneurial context. Indeed, the bene-
fits of positive emotions are likely to be especially important in this context 
(Baron, 2008; Cardon et al., 2012), so future research will make signifi-
cant contributions to the field by investigating how individuals generate 
positive emotions and how these positive emotions impact ensuing cog-
nitions, emotions, and activities throughout the entrepreneurial process. 
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For example, how do the (more or less successful) development of an 
entrepreneurial opportunity, experiences in the entrepreneurial team, and 
interactions with investors and other stakeholders influence entrepreneurs’ 
positive emotions? It could be that an entrepreneur’s private and family life 
impact positive emotions, which in turn spill over to and influence his or 
her entrepreneurial activities. Moreover, as entrepreneurial action entails 
various different activities (Kim et al., 2015), the experience of positive 
emotions may serve as a trigger for the start, execution, and completion 
of specific entrepreneurial activities. These are only a few conjectures that 
scholars can address when viewing entrepreneurship through the lens of 
positive emotions.

Furthermore, researchers have often characterized entrepreneurs 
based on their emotions (e.g., highly passionate) (Cardon, Zietsma, 
Saparito, Matherne, & Davis, 2005; Cardon et  al., 2009) or cognitive 
abilities (Alvarez & Busenitz, 2001; Ardichvili et  al., 2003; Corbett, 
2005; Ucbasaran, Westhead, & Wright, 2008), and differences among 
individuals have been used to explain entrepreneurial action and perfor-
mance. Complementing these between-individual differences, researchers 
can explore within-individual variance—more specifically, the ways emo-
tions and cognitive processing change over time throughout the entrepre-
neurial process (for a good example, see Foo, Uy, & Baron, 2009). For 
example, to what extent are positive emotions generated through positive 
feedback from stakeholders or the successful execution of a specific entre-
preneurial activity (e.g., passing a milestone in product development, find-
ing an attractive location for the business) sustainable over time? Research 
can then explore the circumstances under which entrepreneurs generate 
more of these positive emotions and the circumstances under which they 
generate fewer positive emotions.

Challenging entrepreneurial tasks and the generation of positive 
emotions. Changes in the environment can indicate possible opportu-
nities (Dutton & Duncan, 1987; Grégoire & Shepherd, 2012; Shane, 
2000). However, for entrepreneurial action to actually unfold, an indi-
vidual must first respond to these signals (Dutton, 1993; Shepherd, 
McMullen, & Jennings, 2007; Tripsas & Gavetti, 2000) and then recog-
nize that they represent a potential opportunity (Ardichvili et al., 2003; 
Gaglio & Katz, 2001; Grégoire et  al., 2010; Ucbasaran et  al., 2008). 
Because opportunities are seldom overly obvious (like finding $20 on the 
pavement), recognizing a possible opportunity can be quite challenging. 
Opportunities require one to connect a new means of supply with an exist-

RESEARCHING THE GENERATION, REFINEMENT, AND EXPLOITATION... 



36 

ing (yet occasionally latent) market demand, a developing market demand 
with a current means of supply, or a new market demand with a new 
means of supply (Sarasvathy, Dew, Velamuri, & Venkataraman, 2010). 
At the individual level, this requires a willing and able entrepreneur “to 
make sense of signals of change (e.g., new information about new con-
ditions) to form beliefs regarding whether or not enacting a course of 
action could lead to net benefits (for instance, in terms of profit, growth, 
competitive jockeying, and/or other forms of individual or organizational 
gains)” (Grégoire et  al., 2010, p.  415). For instance, researchers have 
found that the cognitive processes of structural alignment have been used 
in the formation of opportunity beliefs (Grégoire et al., 2010), and even 
though they are cognitively demanding (Blanchette & Dunbar, 2001; 
Catrambone & Holyoak, 1989; Holland, Holyoak, Nisbett, & Thagard, 
1986; Keane, Ledgeway, & Duff, 1994), they can result in mental leaps 
(Holyoak & Thagard, 1995). Interestingly, when one is able to success-
fully finish a cognitively demanding task, he or she is likely to have positive 
emotions (Blood & Zatorre, 2001; Maffei & Fiorentini, 1995; Russell, 
2003; Russell & Milne, 1997). This discussion leads to several stimulat-
ing research questions on the role of emotions: when do entrepreneurs 
think that identifying potential opportunities is more or less challenging, 
to what extent does this opportunity identification generate positive emo-
tions, what types of positive emotions result from identifying a poten-
tial opportunity, and how do these positive emotions (and perhaps some 
types of positive emotions more than others) affect ensuing cognitions 
and activities?

Research in the positive psychology tradition has also shown that posi-
tive emotions improve an individual’s performance at cognitive tasks as 
well as extend individuals’ scope of attention (Derryberry & Tucker, 
2006; Fredrickson & Branigan, 2005; Isen & Daubman, 1984); improve 
openness to new information (Estrada, Isen, & Young, 1997); facilitate 
cognitive processes that are more creative (Isen, Daubman, & Nowicki, 
1987) and flexible (Baumann & Kuhl, 2005; Isen & Daubman, 1984); 
and produce more physical, intellectual, and social resources (Fredrickson, 
2000), including generating new relationships and improving existing 
relationships (Fredrickson, Cohn, Coffey, Pek, & Finkel, 2008; Waugh 
& Fredrickson, 2006). If positive emotions stemming from completing a 
challenging entrepreneurial task improve an individual’s attention, cogni-
tion, and access to resources, it is important to explore how these resulting 
benefits influence later activities in the entrepreneurial process. Indeed, it 
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could be that certain types of positive emotions influence certain types of 
activities.

Further, perhaps early progress in entrepreneurial activities can even 
lead to a spiral of positive emotions and subsequent progress through 
the underlying mechanisms of increased attention, cognitive flexibility, 
and social resources. Under what conditions would such a spiral begin? 
Perhaps individuals need to complete a certain number of challenging 
entrepreneurial tasks (i.e., meet a specific threshold) or a certain type of 
task (e.g., secure funding) before generating positive emotions. If this is 
the case, what is that threshold or type, does it differ across individuals 
(and if so, how), and does it change for an individual depending on the 
entrepreneurial task at hand? Perhaps the threshold needed to generate 
positive emotions has to increase with each successive task to perpetuate a 
spiral, for example, to overcome habituation effects (Ashforth & Kreiner, 
2002; Belschak, Verbeke, & Bagozzi, 2006). On the other hand, gener-
ating positive emotions may come with limitations, such as escalation of 
commitment, reluctance to receive community feedback, and so on.

In addition to understanding what begins and perpetuates these spirals 
of positive emotions and entrepreneurial progress, it is also important to 
explore what stops them (or perhaps even reverses them such that fewer 
positive emotions slow down progress, which further lowers positive emo-
tions and so on). Certain factors may hinder progress—for example, a 
surprise (e.g., a negative environmental jolt); bad luck; or another task 
requiring immediate attention, cognition, and other resources. There 
could also be factors that reduce or destroy the generation of positive 
emotions. For instance, outside events (work or non-work related) that 
cause negative emotions may outweigh positive emotions in cognitive 
processing, such as a serious injury, the loss of a loved one, or marital 
problems. On the other hand, non-work–related events that generate pos-
itive emotions (e.g., marital bliss, sports team success, positive recreational 
experiences, etc.) could negate negative emotions at work, thus improving 
progress on entrepreneurial tasks.

A reciprocal relationship between challenging entrepreneurial 
tasks and positive emotions. By studying how different positive emo-
tions (e.g., curiosity versus happiness) influence the mechanisms underly-
ing progress (e.g., the ability to structurally align new means of supply 
with potential markets), future research can provide a deeper understand-
ing of the reciprocal relationship between progress and positive emotions. 
Maybe certain positive emotions (e.g., curiosity) influence individuals’ 
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attention to a greater degree than the other mechanisms (e.g., creativity 
and building social resources), or perhaps there is another set of reciprocal 
relationships: as positive emotions generate a greater scope of attention, 
this scope of attention in turn positively influences cognitive processes 
(e.g., creativity, flexibility, and the generation of diverse alternatives or the 
identification of alternative opportunities) and access to social resources. 
As these conjectures reveal, there are fruitful research prospects to explore 
the inter-relationships between progress in entrepreneurial tasks and posi-
tive emotions as well as between the attentional, cognitive, and resource 
mechanisms resulting from positive emotions following progress on entre-
preneurial tasks.

Challenging entrepreneurial tasks and the generation of negative 
emotions. As discussed above, making progress on challenging tasks tends 
to lead to positive emotions. However, entrepreneurs may not always feel 
like they are making progress (Kim et  al., 2015; Kuratko, Hornsby, & 
Covin, 2014). When this occurs, it is important to explore the emotional 
consequences that result from this lack of progress. It could be that the 
individual simply does not generate positive emotions, in which case the 
advantages of positive emotions (i.e., broadened attention, greater cre-
ativity, and enhanced access to social resources) for effectively engaging 
in entrepreneurial tasks do not materialize. Further, perhaps experiencing 
high levels of certain positive emotions has negative performance implica-
tions. For example, when entrepreneurs feel high levels of satisfaction about 
progress already made, they might become reluctant to invest additional 
effort and “lay back” and bask in achieved glory, which can diminish future 
progress and performance. Moreover, feelings of hope might result in over-
optimism and biased evaluations of a product or venture’s future potential, 
leading to inappropriate investment and resource-allocation decisions.

However, a lack of progress on entrepreneurial tasks can also gener-
ate negative emotions (Shepherd, Patzelt, Williams, & Warnecke, 2014), 
which likely has detrimental effects on attention, cognitive flexibility, and 
creativity as well as socially isolates the individual (Fredrickson, 2001; 
Fredrickson, Mancuso, Branigan, & Tugade, 2000; Shepherd et  al., 
2011). This type of situation could trigger a negative spiral such that the 
lack of progress leads to negative emotions that in turn hinder progress, 
which then generates further negative emotions and so on. While entre-
preneurship scholars are generally interested in exploring success (and 
thus tend to concentrate on positive spirals of positive emotions), it is also 
important to study individuals’ failure to progress on important entrepre-
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neurial tasks. For instance, scholars could investigate the inter-relationship 
between negative emotions and attentional scope, creativity, and social 
resources. Perhaps certain negative emotions or levels of specific nega-
tive emotions can facilitate progress on an entrepreneurship task. If so, 
what are the mechanisms underlying this relationship, and under what 
conditions do they operate? For example, it could be that some negative 
emotions (e.g., fear of failure) are needed to make an entrepreneur pay 
attention to a focal task and act on it. If this is the case, then we need to 
understand how much attention is necessary, and how much is too much. 
Also, assuming individuals are heterogeneous, some people are likely more 
able to function at a certain level of negative emotion while others become 
dysfunctional at the same level. Thus, how does the “maximum” tolerable 
level of certain negative emotions differ across entrepreneurs?

Some argue that positive emotions negate negative emotions 
(Fredrickson, 2001; Fredrickson et  al., 2000), but research has shown 
that people can experience both highly positive and highly negative emo-
tions at the same time. What effect does this ambivalence toward a specific 
entrepreneurial task (experiencing both highly negative and highly positive 
emotions [Schneider et al., 2013]) have on the cognitions needed for that 
entrepreneurial task and the task’s influence on successive tasks and activi-
ties? For example, entrepreneurs exit their businesses for different reasons, 
one of which could be because they successfully achieved their goals (e.g., 
selling their business for a large capital gain). While this successful exit is 
likely to lead to positive emotions, negative emotions are also likely to 
arise (e.g., having to end relationships with the business and employees). 
On the other hand, exiting a failing business is likely to cause feelings of 
grief; however, these negative feelings are likely to coincide with feelings 
of relief that a troubling situation (giving the business “away”) has come 
to an end. These examples lead to several interesting questions: when can 
entrepreneurial events lead to highly positive and highly negative emo-
tions at the same time, what combinations of specific positive and negative 
emotions are possible, how do these (combinations of) emotions evolve 
independently and conjointly as time passes, and how do the levels and 
combinations of certain positive and negative emotions depend on the 
specific situation (e.g., selling a successful business or ending an entrepre-
neurial project perceived as “creeping death” [cf. Shepherd et al., 2014])? 
Entrepreneurship scholars can also explore why some entrepreneurs (more 
than others) are able to exploit the benefits of both positive and negative 
emotions while reducing their costs.
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Future Research

Figure 2.3 offers an overview of a more cognitively hot perspective of 
entrepreneurship. Like the previous research streams we have discussed, 
there are many possible opportunities from taking a more cognitively hot 
perspective. However, the following are particularly important future 
research avenues worth investigating: (1) how does cognitive function-
ing influence progress on a challenging entrepreneurial task; (2) how and 
why does progress on a challenging task lead to positive and/or negative 
emotions, and how are the levels of those reactions affected; (3) how and 
why do emotional reactions to progress on an entrepreneurial task affect 
continued cognitive functioning on that task and/or other tasks; (4) how 
do emotional reactions to progress on an entrepreneurial task influence 
one’s choice to undertake challenging tasks; and (5) beyond progress on 
a challenging task, what other factors (work and non-work related) cause 
positive and/or negative emotional reactions, and what impact do they 
have on the entrepreneurial process?

entrePreneurshIP reseArch thAt Is More 
coMPAssIonAte And ProsocIAl

Heterogeneous Motivations to Investigate Entrepreneurially 
Generated Gains

People are motivated to engage in the entrepreneurial process for different 
reasons, which is important when determining the suitability of a study’s 
outcomes. For example, people more or less want to “do good,” and 
entrepreneurship scholars are no exception. Using a liberal interpretation 
of what “gain” means, entrepreneurship scholars have conducted research 
that deepens our understanding of how entrepreneurial action can help 
individuals and communities (e.g., Dacin et al., 2011; Dees, 1998; Mair & 
Marti, 2006; McMullen, 2011; Peredo & Chrisman, 2006). Some schol-
ars are particularly interested in the natural environment and have inves-
tigated why some entrepreneurs create products and technologies that 
conserve the natural world (Dean & McMullen, 2007; Meek et al., 2010; 
York & Venkataraman, 2010) while others opt to pursue opportunities 
that harm nature (Shepherd et al., 2013). As we continue to explore social 
and sustainable entrepreneurship, we will uncover new ways entrepreneur-
ial action helps and also hurts people, communities, and the natural envi-
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ronment. In line with our comments earlier regarding the unique domain 
of entrepreneurship, although discussions about the specific definitions 
of “social entrepreneurship,” “sustainable entrepreneurship,” and “envi-
ronmental entrepreneurship” are stimulating (as an example, see a review 
of multiple definitions of social entrepreneurship by Zahra, Rawhouser, 
Bhawe, Neubaum, & Hayton, 2008), these discussions should not 
become a perpetual debate that restricts or destroys interesting research 
because a study does not correspond to a pre-specified category of “sus-
tainable,” “social,” or “environmental” entrepreneurship. By being more 
flexible about the boundaries of topics within the entrepreneurship field, 
we provide the space for scholars to explore these themes more freely, thus 
opening up the field to contributions that can expand our understand-
ing of entrepreneurial phenomena (which, over time, might also converge 
into a commonly accepted definition of the field of interest).

Compassion Organizing

Positive psychology research has improved our understanding of how to 
alleviate people’s suffering (e.g., Dutton, 2003; Dutton, Workman, & 
Hardin, 2014; Dutton et al., 2006; George, 2013; Kanov et al., 2004; 
Lilius et al., 2008). A subset of this research has studied compassion orga-
nizing, “a collective response to a particular incident of human suffering 
that entails the coordination of individual compassion” and recognizes 
that the structures and routines an organization uses for normal work 
can be repurposed to alleviate a member’s suffering (Dutton et al., 2006, 
p. 62). Suffering, or “the experience of pain or loss that evokes a form of 
anguish that threatens an individual’s sense of meaning about his or her 
personal existence” (Dutton et al., 2006, p. 60; see also Sutcliffe & Vogus, 
2003), can be caused by a number of factors, such as personal tragedies, 
work-related events, and disasters (Armstrong, 2011; Frost, 2003; Rynes, 
Bartunek, Dutton, & Margolis, 2012). Organizations are particularly 
well positioned to respond compassionately to member suffering. More 
specifically, through existing relationships with organizational members, 
organizations are able to collectively identify a member’s suffering, feel 
that member’s pain, and respond by repurposing current routines to lessen 
that member’s suffering (Dutton et al., 2006; Kanov et al., 2004; Lilius, 
Worline, Dutton, Kanov, & Maitlis, 2011; Rynes et al., 2012).

While much research has already been done on compassion organiz-
ing, scholars can add to and expand positive organizational research to 
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deepen our understanding of how entrepreneurial action can ease human 
suffering. The majority of research on compassion organizing thus far has 
taken a positive organizational perspective. Unsurprisingly, this research 
stream has largely assumed the existence of a firm, focusing on the ways 
firms use normal routines to respond to members’ pain (e.g., Dutton 
et al., 2006). While this research has provided an important foundation, 
entrepreneurship scholars can make important contributions to this line 
of work by investigating compassion organizing above and beyond the 
assumptions of an existing organization and actions limited by existing 
routines. Indeed, the contexts in which human suffering occurs are likely 
to be profoundly different from an established organization with normal 
routines, processes, and procedures. Furthermore, past research on com-
passion organizing has centered on the alleviation of human suffering. 
However, entrepreneurship scholars (and perhaps compassion organizing 
scholars) are well positioned to broaden their view and explore suffering 
in terms of humans, animals, communities, the natural environment, and 
so on (e.g., Patzelt & Shepherd, 2011; Shepherd & Patzelt, 2011; see also 
Chap. 5). Taking this broader perspective, scholars can contribute to the 
current body of knowledge on the alleviation of suffering (broadly defined 
for the field but specifically defined in a single study) while simultaneously 
extending the boundaries of both entrepreneurship and positive organiza-
tional psychology.

Future Research on Entrepreneurial Action to Alleviate 
the Suffering of Others

Beyond the normal routines of established organizations. Although 
there are certain circumstances in which adapting an established organiza-
tion’s normal structures and routines can quite effectively alleviate human 
suffering (Dutton et al., 2006; Kanov et al., 2004), some events are likely 
to disable or obstruct these normal structures and routines (Drabek & 
McEntire, 2003; Majchrzak, Jarvenpaa, & Hollingshead, 2007). In this 
context, entrepreneurship scholars can shed light on the alleviation of suf-
fering by exploring how, when, and why new ventures are created within 
or outside established organizations for the purpose of easing others’ 
suffering (e.g., Miller, Grimes, McMullen, & Vogus, 2012; Shepherd & 
Williams, 2014; Williams & Shepherd, 2017). It is important that we gain 
a deeper understanding of the factors that restrict or block an organi-
zation’s normal routines from alleviating human suffering and both the 
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motivations and the means some people have to start new ventures to 
alleviate human suffering. For example, why do some individuals start 
new ventures within established firms to alleviate others’ suffering while 
others create new organizations to do so, why do these internal ventures 
emerge in some organizations but not in others, and why do some ven-
tures solely focus on alleviating suffering while others focus on multiple 
objectives (e.g., earning profit and alleviating suffering) and to what 
effect? Ultimately, we are interested in why some entrepreneurial activities 
ease suffering more effectively than others and whose suffering is allevi-
ated. This stream of research has the potential to extend the boundaries of 
compassion organizing theory and (hopefully) provide practical advice on 
how to help those who are suffering.

Alleviating the suffering of non-organizational members. Scholars 
have investigated how organizations effectively respond to their own orga-
nizational members’ suffering (Dutton et al., 2006, p. 59; see also Dutton 
et al., 2014; Gittell, Cameron, Lim, & Rivas, 2006; Powley, 2009; Rynes 
et al., 2012) because members of the same organization are more likely 
to detect (Powley, 2009) and empathize with a coworker’s suffering (Lilius 
et al., 2011) while being close enough to act to alleviate that suffering 
(Dutton et al., 2006). Going beyond exploring suffering inside existing 
organizational boundaries, future research can explore how new ven-
tures (within established organizations or entirely new organizations) are 
quickly and seemingly spontaneously formed to alleviate the suffering of 
individuals outside the responder’s organization. Although we are begin-
ning to gain a deeper understanding of why some individuals, groups, 
and/or organizations are capable of detecting and understanding others’ 
(i.e., non-organizational members) suffering (Shepherd & Williams, 2014) 
and why some are more effective at providing a more long-run solution 
to suffering (Williams & Shepherd, 2017), we have barely scratched the 
surface of this important topic. Initial findings hint at the importance of 
the local community (Shepherd & Williams, 2014; Williams & Shepherd, 
2017), but more needs to be done in exploring how to define, form, and 
lead communities in their compassionate endeavors. Specifically, what is 
the role of entrepreneurial action (and its underlying activities) in this 
community-creation process, and how does community formation in turn 
impact entrepreneurial action (in terms of a co-evolution).

Spontaneous venturing to alleviate others’ suffering. While it gen-
erally takes time for a new organization to emerge (Katz & Gartner, 1988; 
Liao, Welsch, & Tan, 2005; Reynolds & Miller, 1992), recent research has 
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shown that new ventures can form almost immediately (in only hours or 
days) after an event that causes human suffering (Shepherd & Williams, 
2014; Williams & Shepherd, 2017). Thus, it is important to understand 
how the venture-creation process is accelerated so quickly in this context. 
That is, how is the potential opportunity to ease others’ suffering refined, 
what activities are involved in rapidly creating a new venture to alleviate 
suffering, which (if any) organizational-emergence activities are modified 
or simply omitted, and how are interactions between the entrepreneur and 
the various communities associated with the suffering (e.g., victims and 
suppliers) facilitated in such intense situations? This research is likely to 
advance our understanding of the many ways entrepreneurial action can 
ease others’ suffering as well as offer a particularly fitting context for inves-
tigating organizational-emergence activities as the time required to follow 
and track those activities is considerably reduced in this context. (We also 
recognize the challenge of researching ventures formed in the immediate 
aftermath of a surprising event—the researcher is likely to find him- or 
herself among human suffering to study these activities.) If researchers can 
find a viable way to explore these spontaneous ventures, they are likely to 
uncover findings from these intense contexts that add to our understand-
ing of organizational emergence in more traditional settings. For example, 
perhaps there are “spontaneous acts” in more traditional settings that pre-
cede later activities. If so, what form do these acts take; are such activities 
meant to be temporary, or are they probe-like actions used to provide 
immediate feedback; what are the motivations behind these actions, and 
what are the anticipated results; and what role (if any) does the govern-
ment play in fostering compassion venturing?

Resourcefulness for compassionate responding. While existing con-
ceptions of compassion generally stress that the more fortunate help the 
less fortunate (Dutton et al., 2006; Lilius et al., 2011), entrepreneurship 
scholars can add to our understanding of resourcefulness, such as brico-
lage (Baker & Nelson, 2005), effectuation (Sarasvathy, 2001), improvisa-
tion (Baker et al., 2003; Hmieleski & Corbett, 2008), identity (Powell 
& Baker, 2014), entrepreneurial management (Bradley, Wiklund, & 
Shepherd, 2011; Stevenson & Jarillo, 1990), and knowledge corridors 
(Fiet, 2007; Fiet & Samuelsson, 2000; Hayek, 1945), by exploring how 
resources are obtained, assembled, and recombined to alleviate specific 
types of suffering. This involves exploring how the less fortunate (i.e., 
those who are themselves suffering) take entrepreneurial actions to help 
the unfortunate (i.e., others who are suffering) and to what effect for the 
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actor and the victims helped. How and why are some individuals who 
are themselves suffering and facing hardship able to act entrepreneurially 
to help others whereas some individuals are unable to do so? Research 
has also shown that locals (i.e., those living close to those suffering) are 
best positioned to help alleviate others’ suffering as they are familiar with 
the region (i.e., Bui & Sebastian, 2011; Quarantelli, 1993; Sebastian & 
Bui, 2009) and have direct knowledge about the cause of the suffering as 
well as potential ways to ease it due to their strong understanding of the 
people involved and the local context (Sebastian & Bui, 2009; Shepherd 
& Williams, 2014; Waugh & Streib, 2006; Williams & Shepherd, 2017). 
However, it is likely that these locals are suffering themselves. What impact 
does helping alleviate others’ suffering have on the entrepreneurial actor 
him- or herself? Interestingly, initial evidence suggests that victims of a 
natural disaster who act in the aftermath of that natural disaster by creat-
ing a new venture to alleviate others’ suffering have better personal out-
comes than those who do not act and that this gap in personal outcomes 
from those who create new ventures and those who do not is even greater 
for those with entrepreneurial experience (Williams & Shepherd, 2016). 
However, more research is needed. For example, it is important to under-
stand when entrepreneurial action in a disaster context leads to further 
personal risks and losses that could be detrimental to personal functioning 
(e.g., the failure of the new venture that creates increased feelings of loss; 
further shatters the individual’s assumptions about the self, the world, 
and others; and drains all remaining resources) and the conditions under 
which entrepreneurial action serves as a form of coping for those who suf-
fer (Shepherd, 2003) that leads to recovery (e.g., by distracting from the 
own suffering) or as the basis for resilience.

Prosocial motivation to act entrepreneurially to alleviate others’ 
suffering. Not only do individuals need to be capable of acting to alle-
viate others’ suffering, but they must also be motivated to do so. What 
factors motivate people to act entrepreneurially to ease others’ suffering? 
Research grounded in the prosocial motivation literature will likely lead 
to fruitful explorations that can help answer this question. Prosocial moti-
vation refers to individuals’ desire to expend effort out of concern for 
helping or contributing to others (Batson, 1998; De Dreu, 2006; Grant, 
2007, 2008; Grant & Berry, 2011; Grant & Sumanth, 2009) and can have 
numerous benefits for those being helped (Batson et  al., 2008). Grant 
(2008, p. 49) explained that prosocial motivation is “a more temporary 
psychological state, [and it] involves a momentary focus on the goal of 
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protecting and promoting the welfare of other people.” While prosocial 
motivation is relatively under-researched, it appears to be a particularly 
important precursor to entrepreneurial actions that alleviate others’ suf-
fering (important exceptions include Miller et al., 2012; Renko, 2013).

Future research exploring the role of prosocial motivation compared 
to other forms of motivation in the compassionate venturing context is 
likely to make important contributions to the entrepreneurship literature. 
For example, prosocial motivation could compensate for a lack of intrinsic 
motivation in the creation of a new venture to alleviate others’ suffering. 
If this is the case, what long-term effects on entrepreneurial activity would 
result from this motivational state? Perhaps being successful in alleviat-
ing others’ suffering creates intrinsic motivation for the entrepreneurial 
tasks required in compassion venturing, or perhaps an initial lack of intrin-
sic motivation wears the entrepreneurial actor down, thus weakening the 
effect of prosocial motivation. If a lack of intrinsic motivation does wear 
the actor down, it is important to investigate what impact this reduced 
motivation has on the duration or development of compassion-oriented 
ventures. It could be that individuals need to develop other motivations 
to continue these ventures.

In addition to exploring these conjectures, investigating the possible 
shortcomings or boundaries of prosocial motivation in compassionate 
venturing is also likely to be important. Because prosocially motivated 
individuals are likely to view their work as a way to help others (Grant, 
2007, 2008), this “ends justifies the means” approach to the alleviation 
of human suffering could have downsides. For example, there could be 
negative consequences for taking shortcuts to alleviate a particular group 
of individuals’ suffering: maybe this aid comes at the expense of another 
group’s suffering, perhaps it obstructs a greater (and perhaps more suc-
cessful) effort to alleviate suffering, and/or perhaps it is a temporary solu-
tion that proves harmful in the long term. Indeed, perhaps the question 
is not whether it is good or bad to ignore constraints; rather, the ques-
tion might be which constraints should be tolerated and which constraints 
should be overcome. In addition, exploring the ways potential resource 
providers come to notice, evaluate, and respond to prosocially motivated 
individuals who strive to alleviate others’ suffering is also likely to provide 
interesting insights. How (if at all) do prosocially motivated entrepreneur-
ial actors who try to alleviate others’ suffering attract outside resource 
providers? What signals (if any) indicate prosocial motivation to outsiders, 
and how do outsiders respond to such signals?
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Future Research

Figure 2.4 illustrates some of the important aspects discussed above and 
provides a sketch of more compassionate and prosocial entrepreneurship 
research. Numerous research opportunities are imaginable from taking a 
more compassionate and prosocial perspective. However, we believe that 
exploring the following questions will lead to productive research: (1) 
how and why does awareness of others’ suffering influence the formation 
of third- and/or first-person opportunity beliefs to do good, (2) how and 
why does prosocial motivation affect the formation of third- and/or first- 
person opportunity beliefs to do good, (3) what characterizes entrepre-
neurial actions that exploit a potential opportunity to do good, (4) how 
and why do certain types of entrepreneurial action ease different kinds of 
suffering in others, (5) how and why do different entrepreneurial actions 
lead to different societal benefits, (6) how does entrepreneurial action to 
ease suffering and/or improve sustainability influence the entrepreneur 
him- or herself, (7) how and why does progress in the entrepreneurial pro-
cess (in terms of gains for others, the entrepreneur, and/or sustainability) 
influence the entrepreneur’s knowledge (particularly knowledge of suffer-
ing) and motivation (particularly prosocial motivation and its interactions 
with intrinsic and extrinsic motivation) to form third- and/or first-person 
opportunity beliefs, (8) what other entrepreneurial activities influence the 
success of compassionate and sustainable venturing, and (9) what other 
forms of suffering can compassion venturing help overcome?

dIscussIon And conclusIon

There are inarguably numerous stimulating research opportunities that 
could advance our understanding of entrepreneurial phenomena, and we 
will illustrate many of them in the following chapters. In this chapter, we 
chose to focus on four avenues, offering a subset of potential conjectures 
within each avenue to inspire future work on the generation, refinement, 
and exploitation of potential opportunities. In doing so, we purposefully 
cast a wide net and went beyond what is considered a typical opportunity 
for profit by many scholars. Specifically, we believe future research can 
maintain the vitality of the field of entrepreneurship as well as advance 
knowledge by exploring (1) potential opportunities as social interactions 
between an entrepreneur’s mind and a community of inquiry as well as the 
mutual adjustment between the two; (2) the antecedents, outcomes, and 
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inter-relationships of activities as a micro-foundation of identifying, eval-
uating, and exploiting entrepreneurial opportunities; (3) the reciprocal 
relationships between cognition and emotion that are created, continued, 
and ended when an individual is engaged in the entrepreneurial process; 
and (4) the motivations and capabilities behind new venture creation (i.e., 
new organizations or new ventures in established organizations) that gen-
erate, evaluate, and exploit potential opportunities to do good.

Through these opportunities for future entrepreneurship research, we 
also want to challenge the way scholars engage in research—namely, we 
want to encourage scholars to go beyond studying entrepreneurial phe-
nomena to engage in entrepreneurship research. Such research is pos-
sible when scholars (1) think entrepreneurially by keeping an open mind 
about new topics, methods, and ways of conducting research rather than 
focusing on one “right” or “traditional” approach; (2) think about inter-
actions such that ideas become refined after interactions with communi-
ties of inquiry (e.g., colleagues, reviewers, editors, and so on) rather than 
focusing on the sole domain of their individual creativity; (3) think about 
the series of activities comprising their research by tending to the activities 
involved in developing a paper (i.e., the micro-foundations of research 
that we can control) and less on the overall outcomes of single projects 
or career milestones; (4) generate cognitive heat by remaining open to 
(or otherwise evoking) emotional reactions to interesting research activi-
ties and  harnessing these emotions to invigorate and inform subsequent 
activities instead of taking a “cold” calculated approach to research, 
and (5) act prosocially to organize compassion venturing by selecting and 
exploring topics that will deepen our understanding of entrepreneurial 
actors who make helpful and/or harmful contributions to society as well 
as to help develop scholars who want to make a difference and/or are 
not as fortunate.
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