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Abstract 

 

New ventures drive innovation and economic growth through commercializing ideas, 

products and businesses when the market has a need for it and create the market need to 

bring about socioeconomic development. However, most new ventures struggle with 

survival and achieving early stage financial performance. Therefore, this dissertation 

investigates the influencing factors related to entrepreneurial opportunity exploitation for 

new venture performance. Specifically, the overarching purpose of this dissertation is 

addressed through five unique studies with the following focus:  

 

Paper I Entrepreneurial Opportunity Recognition: A Review. This paper addresses the status 

of the existing research on the prominent factors that influence entrepreneurial 

opportunity recognition toward successful exploitation of opportunities and discusses 

what can be anticipated from future research in this domain. 

 

Paper II Moderating effect of subjective strategic perceptions of environmental conditions. This 

paper investigates the way in which an entrepreneur’s subjective interpretation of 

strategically relevant cues in the venture environment affects the likelihood of applying 

causation or effectuation to influence initial venture sales. 

 

Paper III Moderating effect of entrepreneurial alertness. This paper investigates the influence 

of entrepreneurial alertness on new venture performance in relation to causation and 

effectuation approaches.  

 

Paper IV Information Processing Capability. This paper examines how founders engage in 

strategic diagnosis in lower development stages of venture information processing 

structures.  

 

Paper V Strategic Alliances. This study investigates the effect of imitative opportunities 

on technological advancement experienced by industry incumbents. 

 

This dissertation is based upon a systematic literature review and two empirical studies. 

First, a survey study was conducted with 1,000 Swedish new ventures. The data for this 
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study came from two sources: 1) perceptual data from a survey of founders (2012) and 2) 

objective first-sale performance data from an archival source (2012–2014).  Second, the 

study compiled a dataset of public companies across 26 different industries that varied in 

terms of their technological prowess and strategies employed to exploit imitation 

opportunities between 1998 and 2001. Most variables were gathered from Compustat. 

The information on partnerships between incumbents and startups as well as the 

information on connections between incumbents that could facilitate imitation was 

accessed via the SDC Platinum dataset and the directories published by Asset 

Alternatives.  

 

These studies make numerous contributions to the entrepreneurship literature. First, this 

research emphasizes the factors that influence opportunity exploitation processes for new 

venture performance. For example, decision-making approaches in relation to capability 

and environmental conditions t are important for new venture performance. The 

capability of the founding entrepreneur to consider strategic challenges as opportunities 

increases the odds of commercialization. We also find that those entrepreneurs who 

interpret the environment as having potential gain also prefer and benefit from 

effectuation more than those who interpret the environment as having potential loss. 

Second, this study explores influencing role of entrepreneurial alertness in new venture 

performance. When an entrepreneur with greater alertness follows a causation approach, 

this has a higher effect on performance than following an effectuation approach. Third, 

this study shows that strategic alliances exert a direct impact on new venture 

performance. This means that the new venture’s ability to connect to the right ally 

boosts performance; otherwise, the choice of ally can cost the new venture its position in 

the market and affect its performance. Hence, entering into a new market with the right 

entrepreneurial action enables a new venture to enhance performance.  

 

The dissertation is a compilation dissertation consisting of five articles. Each individual 

paper offers deep insight into each entrepreneurial opportunity exploitation factor related 

to new venture performance.  
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1. Introduction 

In this chapter, I discuss the importance of the topic under study and the motivations for addressing 

the research problem. This chapter also introduces and defines the key concepts, presents the research 

purpose and research questions, and finally, briefly outlines the structure of the dissertation. 

 

1.1. Research Background  

New ventures have long been considered as an economic indicator of a nation’s 

economic health and prosperity (Chrisman, Bauerschmidt, & Hofer, 1998). According to 

the European Union (2015), the birth of new enterprises is often seen as one of the key 

determinants of job creation and economic growth. Venture births are critical for 

expanding competitiveness, stimulating innovation, and encouraging the advancement of 

new technologies, while expanding overall productivity within an economy. In the 

Swedish context, entrepreneurship has been on the rise. In 2016, 7.6% of the Swedish 

population reported being involved in entrepreneurship either by starting a business (0–3 

months) or by running a young company (3–42 months). These numbers contribute to 

Sweden’s reputation as one of the foremost innovation-driven countries in the world and 

highlight the importance of new venture creation (GEM, 2017).  

 

A new venture is broadly defined as “an organization in its early years of existence, 

whether initiated by an established organization or independent from an established 

organization”(Zimmerman & Zietz, 2002). These early years can encompass phases such 

as venture creation, market entry, and early performance and development. Researchers 

define new ventures by age to understand the different stages of establishment. In this 

study, new ventures are defined as firms that are less than 8 years from their 

establishment. As in prior studies, ventures up to 8 years old were chosen because this 

age helps to show firms at various periods of advancement, including those at the early, 

developing, and adjustment phases of their progress  (Wang, Thornhill, & De Castro, 

2017; Leung, Foo, & Chaturvedi, 2013; Li, 2013; Su, Xie, & Li, 2011; Atuahene-Gima 

& Li, 2004). 
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Although the importance of new ventures is beyond question, most new ventures 

struggle to perform during the early years of establishment. According to Bartelsman, 

Scarpetta, & Schivardi (2005) study, which was based on data for 10 OECD countries, 

up to 40% of entering firms fail within the first two years of their life, and only 40 to 

50% survive beyond the seventh year. Similarly, classic economics and classical 

institutional theories points out that new ventures tend to suffer from numerous liabilities 

that make them highly vulnerable and prone to early failure. These include the “liability 

of newness” (Stinchcombe, 1965), the “liability of adolescence’ (Bruderl & Schussler, 

1990) and their ‘adolescence”  (Bruderl & Schussler, 1990), and the “liability of 

smallness” (Freeman, Carroll, & Hannan, 1983). Collectively, these liabilities are highly 

influential during early stages of new venture establishment, leading to limited access to 

scarce yet urgently needed resources. Resources tend to be defined broadly, and they 

include all kinds of financial resources (e.g., investments and turnover), human resources 

(e.g., qualified staff), material resources (e.g., facilities), and other tangible and intangible 

assets of critical relevance to a new venture. Thus, new ventures are highly valuable and 

understanding the factors that enable their early success represents an important area of 

inquiry.   

 

The entrepreneurship literature acknowledges that exploring entrepreneurial 

opportunities by overcoming liabilities ought to be the prime reason for new venture 

performance  (Wang, Thornhill, & De Castro, 2017). Broadly, entrepreneurial 

opportunities arise from changes in the environment where an entrepreneur operates. 

These changes create disequilibrium that an entrepreneur can exploit (Holcombe 2003; 

Cohen & Winn 2007). The relationship between exploring opportunities and achieving 

new venture performance remains underexplored (West & Noel, 2009). Moreover, the 

proposed relationship is influenced by numerous factors such as decision-making logics, 

availability of information, inter-organizational relationships, and the entrepreneur’s 

understanding of the market, resources, and accessibility (Hmieleski & Baron, 2008; 

Vaghely & Julien, 2010). Hence, to understand why some new ventures succeed while 

others fail, it is important to analyze the entrepreneurial opportunity and related factors 

that influence new venture performance. 

Although significant contributions have been made in the entrepreneurship and strategic 



 19 

research, this dissertation attempts to address the knowledge gap by identifying and 

examining different factors that influence new venture performance. This involves what 

entrepreneurs do and how they do it, their actions toward success or failure, their ability 

to be innovative and creative, and the environmental conditions that are favorable or 

unfavorable to entrepreneurial actions. In the following section, I outline the more 

specific research gaps that are central to this dissertation.  

 

1.2. Research Problem 

The significant role of new ventures (i.e., newly established firms that are less than 8 

years old) in economic and social development has led practitioners and researchers to 

search for the factors that affect new venture performance (Wang, Thornhill, & De 

Castro, 2017). Stinchcombe (1965) argues that poorly understood entrepreneurial 

conditions are responsible for the relative demise rates of new and old organizations, 

especially for the fact that a higher extent of new organizations seems to come up short 

than more established ones. Stinchcombe’s interpretation of the significance of the 

“liability of newness” is that new associations confront a host of problems related to their 

recently established status that render them especially inclined to failure. This is because, 

unlike large and well-established firms, new ventures tend to have relatively limited 

resources (including managerial and financial resources) and lack legitimacy, known as 

the “liability of smallness.” Thus, they are highly dependent on the environment for 

resources and information (Eisenhardt & Schoonhoven, 1990; Pfeffer & Salancik, 1978). 

In contrast, new ventures possess capabilities such as niche filling, speed, and flexibility 

that allow them to exploit certain industry opportunities more readily than large and 

well-established firms (Dean, Brown, & Bamford, 1998; Sandberg, 1986). Thus, the way 

that new ventures adopt strategies to deal with environmental threats and secure better 

performance is an inevitable theme of this research.  

 

Overcoming liabilities and achieving early performance has long been the focus of new 

venture studies, and a number of highly cited articles have identified various influential 

factors (Cooper, Gimeno-Gascon, & Woo, 1994; Ensley, Pearce, & Hmieleski, 2006; 

Sandberg & Hofer, 1987). For instance, new venture performance is influenced by both 

industry structure and venture strategy as well as the characteristics of the entrepreneur 
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(Sandberg & Hofer, 1987). While examining the management capabilities of new firms, 

Littunen, (2000) discovered that internal firm networks and the skills and know-how of 

the entrepreneur are critical factors in the success (survival) of new firms. Several studies 

have demonstrated that the improvement and start-up of new firms is connected to the 

environmental conditions (Spilling, 1996; Elfring & Hulsink, 2003; Ren et al. 2016). Lee 

et al. (2001) showed that entrepreneurial strategies, especially strategies in building inter-

capabilities and developing external networks, exert a significant influence on the value 

creation of technological start-ups. The list of studies on new ventures is extensive and 

provides a rich but fragmented picture towards better understanding of entrepreneurial 

opportunity exploitation and new venture performance.  

 

In the entrepreneurship literature, numerous studies have examined new venture 

performance, yet several research gaps remain unaddressed. First, prior studies present a 

distinctive view on how and why certain individuals are better able to discover or create 

opportunities and on understanding the underlying mechanisms of new venture 

performance. These studies have shown that prior knowledge, social capital, cognition, 

environmental conditions, entrepreneurial alertness, and systematic search explain the 

performance mechanism (Webb et al., 2011; Tang, 2010; Patel & Fiet, 2009; Shane, 

2000; Gaglio & Katz, 2001). Thus, prior studies have increasingly acknowledged that 

focusing on individual variables provides limited guidance on how to exploit 

entrepreneurial opportunities and achieve performance. A series of studies have discussed 

the entrepreneur, industry structure, and strategy (Sandberg & Hofer, 1987). Chrisman et 

al. (1998) extended the Sandberg & Hofer (1987) model to include resources, business 

strategy, organizational structure, processes, and systems. Other models have focused on 

aspects of new venture growth such as an entrepreneur’s access to resources, opportunity 

choice, and managerial capability (Thakur, 1999) or the psychological characteristics and 

background of the entrepreneur, the scanning intensity, and industry dynamics (Box, 

White, & Barr, 1993). All factors identified in these models are consistent with those 

identified in the research. Baum, Locke, and Smith’s (2001) empirical model of growth 

was examined. This model tests for the significance of several factors, including the 

entrepreneur’s characteristics and organizational- and environmental-level constructs. 

Thus, there is a need for conducting a systematic analysis of the literature to improve our 
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understanding of the multi-factors that influence the relationship between 

entrepreneurial opportunities and new venture performance.  

 

Second, several scholars have highlighted the need for entrepreneurial action from a 

strategic perspective (Meyer and Heppard, 2000; Hitt et al., 2001; Ireland et al., 2003), 

which has led to a growing body of literature that addresses the kind of strategic 

decision-making approaches that ventures adopt for early establishment and performance 

(Sandberg & Hofer, 1987; Sarasvathy, 2001a). A new venture is typically created to 

pursue business opportunities that have profit potential. Hence, a strategic approach 

promotes entrepreneurs to apply creative and entrepreneurial thinking to the 

development of a core strategy for the venture (Kuratko & Audretsch, 2009). In this 

regard, causation and effectuation are two alternative approaches that a venture can 

strategically select to achieve performance outcomes (Sarasvathy, 2001a). These decision-

making approaches have received increasing attention in the last decade, ever since 

Sarasvathy’s (2001a) seminal article. Both of these approaches provide diverse directions 

for newly founded firms to organize and manage their resources and gain a competitive 

advantage (Shenhar, 2004). In the formation stage of a venture, entrepreneurs have 

historically followed the advice of relying on a causation strategic approach. However, 

many argue that this approach is unrealistic because entrepreneurs need to regularly act 

outside their predetermined plans (Sarasvathy, 2001a; Fisher, 2012). Entrepreneurs may 

benefit from applying an effectuation strategic approach when they decide to start a 

venture by relying on experimentation and a step-by-step approach to change course as 

they move ahead (Sarasvathy & Kotha, 2001; Chandler et al., 2011; Kalinic, Sarasvathy, 

& Forza, 2014). Despite these discussions, scholars have yet to empirically examine 

whether causation or effectuation strategic decision-making logic is more effective and 

under which conditions certain strategic decision-making approach lead to new venture 

performance.   

 

In addition, an empirical examination of the moderating role of entrepreneurial alertness 

for attaining new venture performance in relation to the strategic approach provides 

further understanding. Prior research suggests that entrepreneurial alertness enables 

entrepreneurs to reconfigure and recombine resources, which leads to innovativeness and 

a greater likelihood of business growth (Jiao et al., 2014). Alert individuals seek and 
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process opportunities from the outside environment. Likewise, ventures with an external 

orientation (i.e., a high level of alertness) have the capacity to sense and act upon 

information from their environment (Smith et al., 1991). Combining such information 

awareness with an appropriate strategy could enhance our understanding of how 

ventures secure early performance. Recent studies (Chandler et al., 2011) have called for 

further empirical research that measures causation and effectuation and examines venture 

performance under diverse conditions. Accordingly, this study examines the moderating 

role of entrepreneurial alertness for attaining early venture performance. To the best of 

our knowledge, this is the first empirical study to provide an initial explanation of the 

influence of entrepreneurial alertness on effectuation and causation.  

 

Third, few studies to date have examined the influence of differences in subjective 

strategic interpretations of environmental conditions on venture performance (Krueger, 

2000; McMullen & Shepherd, 2006). Larger and older firms generally rely on established 

information-processing processes, whereas, among entrepreneurs in the same industry, 

interpretations of the environment may differ according to beliefs, knowledge, or 

experience, thereby providing different frameworks for such interpretations (Dutton & 

Jackson, 1987). Top management team (TMT) studies have researched how such 

interpretations trigger and sustain belief structures and facilitate the sense-making 

processes involved in validating the relationship between environmental interpretation 

and reality (Sims & Gioia, 1986). This perspective may be particularly relevant for 

understanding the strategic decision-making approach that entrepreneurs use at venture 

founding to realize early sales. Building on Dutton and Jackson’s (1987) study, this 

dissertation proposes that entrepreneurs can interpret an ambiguous environment as 

either an opportunity or a threat. This idea leads to the categorization of the external 

environment as providing an opportunity for “gain” or “control.” The subjective 

interpretation of strategic cues such as perceived control/uncontrol and gain/loss 

determines the relevance of how entrepreneurs leverage causation and effectuation. 

Thus, this dissertation addresses the call for research that goes beyond examining direct 

influences on causation and effectuation (Sarasvathy, 2001a, 2001b; Honig et al., 2005; 

Dew et al., 2009a), identifying when one approach is more beneficial than another for 

achieving new venture performance.  
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Fourth, entrepreneurial learning during the nascent phase (Politis, 2005; Lichtenstein, 

Carter, Dooley, & Gartner, 2007) highlights the relevance of information gathering and 

processing (Kilduff, Angelmar, & Mehra, 2000; Anderson & Nichols, 2007) and 

diagnosing strategic issues such as strategy and information processing (Dutton & 

Ottensmeyer, 1987; Thomas & McDaniel, 1990). Although several studies identify a 

positive relationship between environmental information processing and firm 

performance (Dollinger, 1984; Dollinger & Golden, 1992), further research on the topic 

is still necessary. Furthermore, limited research exists on how to mitigate the effects of 

lower information processing in early-stage ventures. Nonetheless, the literature 

exploring threat versus opportunity labeling is well documented in strategic management 

(Dutton & Duncan, 1987a; Thomas & McDaniel, 1990), and labeling strategic challenges 

as threats or opportunities is salient for ventures with limited information-processing 

abilities, especially when managers must decide on the firm’s strategic direction when 

information is incomplete or unknown. Thus, a gap remains in our understanding of 

worse- or better-developed information processing structures; more specifically, we need 

to know how founders manage the strategic diagnosis process to achieve sales in the early 

founding stages of their ventures.  

Finally, strategic alliances between established players and startup firms as well as alliances 

among incumbents that aim at technological advancement are a common occurrence 

(Grant and Baden Fuller, 2004; Colombo et al., 2006 Bosse and Alvarez, 2010). The 

literature provides evidence that firms learn when they engage in technological 

development alliances (Rothaermel, 2001; Christensen et al., 2005; Zhang et al, 2010) 

although the transfer of knowledge is reportedly difficult because of knowledge 

‘stickiness’ (Szulanski, 1994). Nevertheless, incumbent firms benefit from working 

closely with startups across various industrial settings, including the typesetting industry 

(Tripsas, 1997), consumer electronics (Christensen et al., 2005), pharmaceuticals 

(Rothaermel, 2001), and biotechnology (Rotharmel and Deeds, 2006). They are also 

said to imitate their fellow incumbents across a wide selection of industries to 

dramatically improve their own productivity (Schnaars, 1994). It is believed that startups 

choose to engage in such alliances to extract unique value that is unavailable to them 

individually, helping them overcome the liability of newness and smallness (Rothaermal, 

2001; Bianchi et al., 2011; Parida et al., 2012). This includes accessing resources and 
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channels for market entry and gaining legitimacy (Baum et al., 2000; Walter et al., 2006; 

Colombo et al., 2006; Gentry et al; 2013). Yet little is known about who stands to 

benefit most from imitation, the conditions that make imitation more or less likely, and 

the pools of knowledge within which imitators typically search for such entrepreneurial 

opportunities.  

 

To this end, knowledge about entrepreneurial opportunity exploitation related factors 

like strategic decision-making approaches, entrepreneurial alertness, interpretations of 

environmental conditions, information processing, and strategic alliances is important for 

new venture performance. In this regard, the literature contains several knowledge gaps, 

and filling these gaps could provide a more comprehensive understanding of new 

venture performance. Advancing our knowledge of the factors that explain new venture 

performance is valuable not only for researchers and managers but also for policy-makers 

to assess benefits and potential effects of choices.  

 

1.3. Research Purpose 

The aim of this dissertation was not to produce a complete model or theory on new 

ventures but rather study selected influencing factors related to entrepreneurial 

opportunity exploitation and new venture performance. This dissertation also contributes 

to the theoretical discussion on how new ventures achieve early performance, which is 

vital for their survival and growth. With this in focus, the purpose of this study is to 

examine prominent factors that influence entrepreneurial opportunity exploitation for new venture 

performance.  

 

This dissertation is based on the collection of five papers (appended papers). The 

proposed purpose guides the whole dissertation, and it is emphasized in the dissertation 

coat section. Additional research questions are addressed in the individual papers that deal 

with more specific questions related to entrepreneurial opportunity exploitation and new 

venture performance (see Table 1). Hence, this dissertation attempts to advance 

entrepreneurship scholars’ knowledge by providing an integrated understanding of new 

venture performance.  
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Table 1: Research questions of the appended papers 

 

Paper title Paper research question 

A systematic literature review of entrepreneurial 

opportunity recognition: insights on influencing 

factors (Paper 1) 

How do individuals recognize entrepreneurial 

opportunities?  

Strategic diagnosis of information processing 

structures and commercialization in new ventures 

(Paper 2) 

 

At low levels of information processing structures in 

a venture, does labeling strategic challenges as 

opportunities (instead of threats) increase the odds 

of commercialization? 

Causation, Effectuation and Entrepreneurial 

Alertness for New Venture Performance (Paper 3) 

Does greater alertness enhance the probability that a 

new venture will perform better?  

Influence of subjective interpretation, causation, 

and effectuation on initial venture sale (Paper 4) 

In what way does an entrepreneur’s subjective 

interpretation of strategically relevant cues in the 

venture environment influence the likelihood of 

applying causation or effectuation to influence 

initial venture sales? 

Technological Advancement through Imitation by 

Industry Incumbents in Strategic Alliances (Paper 5) 

How do technological laggards and industry non-

front-runners experience high rates of technological 

advancement in strategic alliances? 

 

 

1.4. Structure of the Dissertation 

 

This dissertation consists of five chapters and five appended papers. The chapters describe 

the core of the research, highlighting theoretical perspective, methodology and results. 

The appended papers provide more detail about each individual study that has 

contributed to the outcome. The content of the chapters is outlined here. Chapter 2 

presents and discusses the theoretical background of entrepreneurial opportunity factors 

to achieve early venture performance. This chapter also outlines what we know and do 

not know about the study constructs. Chapter 3 presents and describes the methodology 

in the studies. Chapter 4 summarizes the appended papers. The division of work 

between co-authors is also detailed to clarify my personal contribution. The last chapter 

concludes with a discussion of findings, offering conclusions and implications for 

scholars, entrepreneurs, and practitioners. 
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2. Theoretical Background 

This chapter presents a theoretical background related to the entrepreneurial opportunity exploitation 

factors that affect new venture performance. A general model for the study is presented, and the 

relationships among the different constructs are then explained. 

 

According to an early study by Venkataraman (1997), entrepreneurship “involves the 

nexus of two phenomena: the presence of lucrative opportunities and the presence of 

enterprising individuals.” Entrepreneurship is thus the balance between the presence of 

entrepreneurial opportunities in the market and the presence of ambitious people to 

follow up on those opportunities. Accordingly, to comprehend the acknowledgment of 

entrepreneurial opportunities, we should take entrepreneurship as an intuitive procedure 

among the entrepreneurial opportunities as a market-related phenomenon and 

entrepreneurs as individuals (or a group). From this extended perspective, an 

entrepreneurial opportunity is understood as a sequential process beginning with 

opportunity recognition and ending with exploitation (Shane & Venkataraman, 2000; 

Wood et al., 2012). The question that has been driving entrepreneurial opportunity 

research is associated with how, when, and why some individuals can recognize and 

exploit opportunities while others cannot. Researchers from diverse disciplines have 

addressed this question, leading to a significant expansion of entrepreneurship research 

(Shane, 2000; Choi & Shepherd, 2004; Baron & Ensley, 2006; Corbett, 2007; Grégoire 

et al., 2010a, 2010b).  

 

Exploiting entrepreneurial opportunities and achieving new venture performance are 

issues that have generated keen interest from researchers and practitioners in the field. 

Specific focus on new venture performance is important to understand the early stages of 

development. It is a strong indicator for firms to establish their position in the market. 

However, prior studies suggest that small firms are vulnerable and prone to failure 

(Wiklund, 1998). One of the reasons for such failure is that new ventures face the 

liability of smallness (Carroll, 1983). This means that, in the absence of the large size that 

results from performance, the survival of the firm is challenged. New ventures also face 

numerous other challenges such as the liability of newness. Compared with large, well-

established firms, new ventures tend to have relatively limited resources and a lack of 

legitimacy, so they fail to achieve initial sales. This may imply that new ventures lack a 
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thorough understanding of the basic skills required for opportunity exploitation. One of 

the biggest challenges that startups encounter is how to become visible to the market or 

potential customers. Although the performance of established firms is about sustaining 

viability, new venture performance is about obtaining viability. Thus, understanding 

more about the dynamics behind achieving early performance is important because new 

ventures provide considerable value for the economy and society. 

 

In the last three decades, studies have shown that several prominent factors play critical 

roles in entrepreneurial opportunity recognition and exploitation. Some examples of 

these factors are human and social capital (DeTienne & Chandler, 2007; Ramos-

Rodríguez et al., 2010), individual traits (Zahra et al., 2006; Li, 2011), varying degrees of 

alertness (Gaglio & Katz, 2001), and social and political factors such as the availability of 

capital, government regulations, and policies, among other issues, that may influence the 

opportunity recognition process (Tominc & Rebernik, 2007). Furthermore, individuals’ 

cognition/personality traits and the environmental conditions are two important factors 

that can influence the opportunity recognition and exploitation process (Park, 2005; 

Baron, 2006; Baron & Ensley, 2006; Grégoire et al., 2010a, 2010b). Studies have shown 

that one or more factors influence an entrepreneur’s ability to recognize and exploit 

opportunities (Cliff et al., 2006; Cooper & Park, 2008). However, detailed insights into 

how these factors individually and jointly influence entrepreneurial opportunity 

exploitation and enable new venture performance require further investigation. Thus, 

studying the influence of entrepreneurial factors can explicitly provide a deeper 

understanding of the role in the entrepreneurial exploitation process (performance 

outcome) (Shane, 2000; Baron, 2006).  

This dissertation shows that a new venture could improve its initial performance by 

employing entrepreneurial decision-making approaches (causation, and effectuation), 

alertness, capabilities (i.e., information processing; subjective strategic interpretations of 

environmental) and strategic alliances. In the remaining sections, I explain the key 

theoretical constructs of my dissertation in more detail and provide an understanding of 

how these factors can influence entrepreneurial opportunity exploitation and 

performance of new ventures.  
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2.1. Entrepreneurial Decision-Making Approaches 

In the entrepreneurship literature, conceptual models aiming to understand new venture 

performance increasingly include decision-making approaches as a key element in the 

process. Early studies of new venture performance largely focused on the characteristics 

of venture founders (Amason, Shrader, & Tompson, 2006; West & Noel, 2009). More 

recently, researchers have examined constructs such as industry structure and strategy in 

an attempt to understand more fully the determinants of new venture success (Sandberg 

& Hofer, 1987; McDougall, Oviatt, & Shrader, 2003). These trends imply that decision-

making approaches are critical. However, because of their limited resources, new 

ventures have a narrow range of approaches from which to choose. For example, 

Chaganti et al. (1989) found that new ventures had considerable trouble competing on 

price against more established competitors. Consequently, new venture decision-making 

approaches often emphasize the need to be somehow unique and different from other 

firms in the marketplace. The prior literature cites effectuation and causation as two 

opposing modes of entrepreneurial decision-making in the context of opportunity 

recognition and exploitation (Maine et al., 2015). Thus, it is critical to explore how 

entrepreneurs make decisions to recognize and exploit opportunities and under what 

conditions each mode prevails. 

 

2.1.1. Causation and Effectuation 

Causation and effectuation are two alternative decision-making approaches that 

entrepreneurs use in the new venture development process (Sarasvathy, 2001). Causation 

is consistent with planned strategy approaches (Chandler et al., 2011). The planning and 

analysis required by such models assume conditions in which the distribution of 

outcomes in a group is predictable through calculation or statistical inference (Sarasvathy, 

2001). Prior studies have shown that entrepreneurs use more causal reasoning at the later 

stage of new venture development (Harting, 2004; Harmeling, 2007). Goel and Karri 

(2006) pointed out the contrasting aspects of causation and effectuation through the 

Simplot case. The Simplot son’s decision to follow causal logic was not a success, 

whereas the father’s effectual approach was a success. Most empirical studies have 

examined effectuation logic. 
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In contrast, effectuation processes (Sarasvathy, 2001) are consistent with emergent 

(Mintzberg, 1978) or non-predictive strategies (Wiltbank et al., 2006). Under conditions 

of uncertainty, unique circumstances make it impossible to draw statistical inferences. In 

addition, there is no feasible way to calculate an expected return for a given course of 

action. Thus, instead of analyzing alternatives and selecting the one with the highest 

expected return, the entrepreneur selects alternatives based on loss affordability. The 

entrepreneur maintains flexibility, utilizes experimentation, and seeks to exert control 

over the future by making alliances with, and getting pre-commitments from, potential 

suppliers, competitors, and customers. According to Sarasvathy (2001), both causation 

and effectuation are integral parts of human reasoning that can occur simultaneously, 

overlapping and intertwining in different contexts of actions and decisions. Harmeling 

(2007) found that entrepreneurs may use effectual logics more in the initial stages of a 

new venture (Harting, 2004), when uncertainty and goal ambiguity are high. Prior 

studies have analyzed the effect of both these approaches in the context of corporations 

(Johansson & Mckelvie, 2012) and international new venture creation (Harms & Schiele, 

2012). Read et al. (2009) tested for a positive relationship between effectuation and new 

venture performance. However, study done by Chandler et al. (2011) called for 

empirical studies on effectuation and causation to understand when one is a preferred 

strategic approach and whether the choice of approach positively or negatively affects 

new venture development. 

 

Sarasvathy (2001) shifted the focus away from personality and long-term planning, 

instead adopting a strategic decision-making approach to entrepreneurship. According to 

Sarasvathy, awareness of when to use a specific process affects the likelihood of success. 

Sarasvathy argues that entrepreneurial success does not depend on personality but rather 

the ability to know how to utilize one’s own resources, which can be done by using 

effectuation or causation as a process. Accordingly, Sarasvathy shifts the focus away from 

asking “how do I become a successful entrepreneur?” to “given who I am, what I know, 

and whom I know, what kind of entrepreneur could I become?” Sarasvathy (2001) calls 

for further research within the domain of effectuation and causation to validate and 

challenge that early stage research. The intention of this dissertation is to further validate 

Sarasvathy’s research and provide new insight into entrepreneurial processes. The goal of 

this research is to contribute to our understanding of whether effectuation or causation is 
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favorable in the opportunity exploitation process when pursuing entrepreneurial 

opportunities. 

 

Opportunity exploitation is an essential aspect of sustaining firms. Both causation and 

effectuation are important aspects of entrepreneurial decision making in individuals. In 

the past, researchers have heavily debated the use and influence of causation or 

effectuation for entrepreneurs establishing new ventures (Dew, Sarasvathy, Read, & 

Wiltbank, 2009b; Sarasvathy, 2001a). In the formation stage of a venture, entrepreneurs 

have historically followed the advice of relying on a causation strategic approach. 

However, many believe that this approach is unrealistic because entrepreneurs need to 

regularly act outside their predetermined plans (Fisher, 2012; Sarasvathy, 2001a). 

According to Honig and Karlsson (2004), the development of a business plan is a rational 

activity that assists ventures to earn larger profits through efficiency gains and/or 

increased sales. Based on all available information, they make rational decisions or 

choices, which heighten performance (Viale, 1992). Causation thinking allows 

entrepreneurs to better understand the value of a possibility when they have relevant 

knowledge (McMullen & Shepherd, 2006). Through the causation approach, 

entrepreneurs often search among information channels that are local (Dew et al., 2011; 

Reymen, et al., 2015) and readily available such as an inner circle of friends, trade 

publications, and trade shows.  

Ventures employ effectuation processes when they pursue entrepreneurial opportunities 

(Sarasvathy, 2001) that lead to higher performance. When ventures use effectual logic, 

they begin with a general objective and then try to achieve that objective by using the 

immediate resources they have at their disposal. Since the overall objective is not clearly 

envisioned in the beginning, these ventures focus on short-term experiments to identify 

business opportunities in an unpredictable future. Entrepreneurs may benefit from 

applying an effectuation strategic approach when they decide to start a venture by relying 

on experimentation and a step-by-step approach to change course as they forge ahead 

(Sarasvathy & Kotha, 2001; Chandler et al., 2011; Kalinic, Sarasvathy, & Forza, 2014). 

Causation and effectuation are fundamental decision-making approaches adopted by 

ventures in varying degrees, and their effect on performance can vary depending on the 

circumstances. 
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In two prominent studies, Sarasvathy (2001, 2008) advanced our understanding of the 

entrepreneurial process by describing two distinct approaches to new venture creation: 

causation and effectuation. It is important to understand the antecedents to the choice 

between causation and effectuation processes. Previous research in entrepreneurship has 

shown that the entrepreneur’s human capital (e.g., entrepreneurial experience and 

education) and cognition (e.g., entrepreneurial alertness, entrepreneurial scripts, 

counterfactual thinking, cognitive style, and heuristics) (Dew et al., 2009a; Mitchell et 

al., 2007) may affect the choice of process. Chandler et al. (2011, p.387) quantified the 

startup’s strategic choice between causation and effectuation processes, asking “are there 

other antecedents to the choice between causation and effectuation processes?” and 

pointing out that “future research should explore the relationship between these 

determinants and causation and effectuation processes.” We follow Chandler et al.’s 

(2011) approach and take a step forward to quantify how these decision-making 

approaches influence new venture performance and explore how this relationship is 

moderated by the dimensions of gain–loss, controllable–uncontrollable, and 

entrepreneurial alertness.  

 

2.1.2. Entrepreneurial Alertness  

Entrepreneurial alertness explains why some people are more sensitive and successful 

than others at identifying entrepreneurial opportunities. The economist Kirzner (1973) 

found the concept of alertness to explain opportunity recognition and defined 

entrepreneurial alertness as a person's capacity to recognize and exploit opportunities that 

had been disregarded by others. Subsequently, Kirzner (1997) defined entrepreneurial 

alertness as an approach of recognizing opportunities. Alert people may want to 

maximize the probability that possibilities rise up with out looking for a specific 

opportunity inside a complex flow of information (Kaish & Gilad, 1991). According to 

Gaglio and Katz (2001), entrepreneurial alertness means that entrepreneurs can rely upon 

people’ sensitive perceptions to make correct and well timed judgments while 

confronted with entrepreneurial opportunities. According to these researchers’, 

entrepreneurial alertness is defined as the successful cognition of entrepreneurs regarding 

opportunities. Sambasivan et al. (2009) found that alertness mediates the relationship 
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between personal qualities and venture performance. Alertness and prior knowledge 

mediate the relationship between management skills and venture performance. Despite 

scholars’ interest in alertness in relation to opportunities, little attention has been paid to 

the moderating role of alertness in achieving new venture initial performance. My 

decision to study alertness reflects an attempt to fill this research gap. 

  

Individuals differ in their sensitivity to creating new ventures and creating value from 

those ventures (Ardichvili et al., 2003). These individual differences are based on other 

factors, such as prior knowledge and experiences, absorptive capacity, and networks. 

Scholars have found that, while exploiting an opportunity, only a potential entrepreneur 

understands its impact or effect (Gaglio & Katz, 2001). Studies have also found that the 

process whereby entrepreneurs and non-entrepreneurs search for information and 

identify and exploit opportunities differs (Dyer et al., 2008). Endres and Woods (2007) 

noted that the quality relies on a subjectivist perspective, where alertness is conceived as 

a behavioral propensity involving endogenous knowledge generation through a process 

of problematizing. This suggests an experimental approach, where hypotheses from a 

theory on how things work are tested in the process of exploiting an opportunity, a 

process that constructs new knowledge as time passes. It contrasts the opportunity 

discovery view, where opportunities are objective constructs. This view implies that 

opportunities can be found in the market, and an alert entrepreneur at that moment has 

already developed the knowledge to exploit those opportunities. Alertness is considered 

as an individual aspect that an entrepreneur possesses to achieve new venture 

performance. Scholars have often examined alertness as the major factor influencing the 

way opportunities are recognized and exploited by entrepreneurs. Little is known about 

its moderating effect when alertness interacts with firms’ decision-making approaches 

(Tang et al., 2012). 

2.2. Capabilities 

In entrepreneurship research, capabilities are defined as “the ability to identify a new 

opportunity and develop the resource base needed to pursue the opportunity’” (Arthurs 

& Busenitz, 2006, p. 199). It is also the firms’ ability to recognize and exploit 

opportunities and coordinate strategic moves and resources in search of these 

opportunities (Zahra, Abdelgawad, & Tsang, 2011; Zahra et al., 2014). Previous research 
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on entrepreneurial capability has focused on entrepreneurs’ characteristics in new 

ventures, including entrepreneurial characteristics (Obschonka et al., 2011), 

entrepreneurial opportunities (Zhang et al., 2009), entrepreneurial learning (Jiao et al., 

2010), contextual factors (Zhang et al., 2010), and network relationships (Clarysse et al., 

2011). Prior studies focusing on entrepreneurial learning during the nascent phase 

(Politis, 2005; Lichtenstein, Carter, Dooley, & Gartner, 2007;) highlight the relevance of 

information gathering and processing (Henderson & Fredrickson, 1996; Kilduff, 

Angelmar, & Mehra, 2000; Anderson & Nichols, 2007) in the opportunity recognition 

and exploitation process. 

 

Information processing is critical for new ventures, yet entrepreneurs seldom have the 

routines or structures to process information systematically. Scanning, perceiving, 

collating, analyzing, and absorbing information are central to ventures’ attempts to 

commercialize an opportunity (Cooper, Folta, & Woo, 1995). Information processing 

refers to gathering, interpreting, and synthesizing information in the context of strategic 

decision-making (Thusman & Nadler, 1978). New ventures rely on information 

processing to deal with environmental uncertainties to achieve initial performance. A 

venture must deal with several sources of uncertainty. Because new ventures depend on 

inputs from the broader environment and because the environment is potentially 

unstable, new ventures need to track environmental uncertainties. The critical task of 

new ventures is to facilitate the collection, gathering, and processing of information 

about the conditions of external and internal uncertainties. Early information processing 

efforts are bound by four constraints. First, due to liabilities of newness, entrepreneurs 

establishing new ventures have a limited schema to identify and scan for relevant 

information, organize such information into meaningful patterns of environmental 

knowledge, assess the value of such environmental patterns to the venture, and absorb 

and transform such information for commercialization (Reger & Palmer, 1996; Amason, 

Shrader, & Tompson, 2006; McDowell, Harris, & Geho, 2016). Second, stakeholders 

form an important conduit of information seeking and processing. Ventures must 

develop common symbols and language through repeated interactions. However, during 

the early stages of a venture mediums of information exchange are less well developed 

(Zott & Huy, 2007). Third, entrepreneurs in ventures attempting to commercialize new 

ideas must not only face environmental uncertainty but also overcome the information 
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processing challenges that result from the multiple components of environmental 

information. Information processing acts as an important boundary spanning function, 

and lack of it could lead to venture failure (Dollinger, 1984). For new ventures, 

however, the quantity and quality of information is limited (Pearce, Chapman, & David, 

1982) and is changing continuously. Fourth, in established firms, information gathering is 

a multi-level and multi-faceted effort among managers and employees. In contrast, 

information processing in new ventures is concentrated among a small team of founders 

operating under bounded rationality. The traits and orientation of founders lead to 

variations in the quantity, variety, and relevance of information processing (Ko & Butler, 

2006). 

 

The environment in which the firm operates is a critical source of information to adapt 

the underlying opportunity to improve venture performance. During this pivotal stage, 

scanning and interpreting the information environment and diagnosing and formulating 

actions to improve initial performance are essential actions. To perform such actions, 

founders must engage in information processing. Previous research has identified a 

positive relationship between environmental information processing and firm growth 

(Dollinger, 1984; Dollinger & Golden, 1992). Information processing for early stage 

ventures emanates from sense-making structures proposed by Daft and Weick (1984), 

according to which entrepreneurs must scan the environment to identify trends and 

events that could directly or indirectly affect growth. Next, entrepreneurs must make 

sense of available data and interpret these data using existing schemas and bundles of 

resources available within the firm. The interpretation stage is marred by constrained 

internal routines and the knowledge structures that are available to assess the trends and 

events. Because strategic issues are less well defined in new ventures, the sense-making 

necessary to assess opportunities and threats is an ongoing challenge, rendering strategic 

responses less effective. Learning, the stage that follows scanning and interpretation, is 

akin to probing (Lang, Calantone, & Gudmundson, 1997), where ventures learn through 

feedback. The challenges for ventures in realizing initial sales consist of exacerbated state 

uncertainty related to the environment in which the venture attempts to commercialize 

its opportunity. Such challenges manifest as  “effect uncertainty” related to venture’s 
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limited ability to assess the effects of trends, and as “response uncertainty” related to 

limited resources and depends on the entrepreneur's ability to develop strategic responses 

(Ireland, Hitt & Sirmon, 2003). 

 

Labeling strategic challenges as threats or opportunities is salient for ventures with limited 

information processing abilities, especially when the firm’s strategic direction must be 

decided determined under incomplete and unknown information. According to Dutton 

and Jackson (1987. p. 80-81), a threat is construed as a “negative situation in which loss 

is likely and over which one has relatively little control,” whereas opportunity is 

construed as a “positive situation in which gain is likely and over which one has a fair 

amount of control.” Dutton and Jackson (1987) consider classifications as both positive 

and controllable, involving potential gain, or negative and uncontrollable, involving 

possible loss. In an empirical study, Thomas and McDaniel (1990) found that positive-

gain and control loaded on a single dimension, labeled opportunity. Likewise, negative-

loss, and uncontrollable loaded on a single dimension, labeled threat. Because positive 

and gain or negative and loss were “operationally indistinguishable” in Thomas and 

McDaniel (1990), following Thomas, Clark, and Gioia (1993) we use positive-gain and 

control as two distinct labels that could increase the likelihood of sales. Labeling 

mobilizes resources in a particular direction, influences risk-taking and commitment 

toward a course of action (Fredrickson, 1985), and is central to decision making. In 

broader organizational research, labeling based on individual interpretations significantly 

affects actions and performance (Ginsberg & Venkatraman, 1995; Gioia & Chittipeddi, 

1991). 

 

Additionally, entrepreneurs often take strategic actions in response to a subjective 

interpretation of an uncertain and complex environment. According to Dutton and 

Jackson (1987), individuals give meaning to ambiguous situations by categorizing them 

using strategic issue labels. The labels then serve as an address for a cognitive category. 

Such category-consistent information is easier to recall, and when individuals have 

incomplete information about situations or events, category-consistent information can 

fill these gaps. Categorization using strategic labels is useful in situations such as new 

ventures where information may have multiple conflicting meanings. The interpretation 

of this information shapes the strategic response to the environment.  
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Dutton and Jackson (1987) note that decision makers at the highest levels tend to 

interpret ambiguous environments as either opportunities or threats. According to this 

research, attributes with high cue validity for issues categorized as opportunities are 

“gains” and “controllable.” Similarly, attributes with high cue validity for issues 

categorized as threats are “losses” and “uncontrollable.” Interpreting the external 

environment as being controllable/uncontrollable and as having gains/losses is relevant to 

how entrepreneurs execute and act using causation and effectuation logic. Controllable 

situations increase confidence in strategic actions and greater perceptions of discretion in 

managing resources or resolving strategic actions. Conversely, uncontrollable situations 

relate to perceptions of less control over one’s actions and greater perceptions of strategic 

challenges (Jackson & Dutton, 1988). An issue labeled as a potential gain has an 

association with more risk-averse actions than one labeled as a potential loss 

(Chattopadhyay, Glick, & Huber, 2001). The argument claims that individuals 

subjectively value avoiding losses more than experiencing gains. In other words, people 

risk more to avoid the loss of a particular amount than they risk to gain the same amount 

(Dutton & Jackson, 1987).  

 

2.3. Strategic Alliances 

Achieving venture performance through a strategic alliance would benefit firms because 

of diversity among allies and their resources. Thus, strategic alliances are important for 

new ventures to achieve performance. It is believed that new ventures choose to engage 

in alliances to extract unique value that is unavailable to them individually, which helps 

them overcome the liability of newness and smallness (Rothaermal, 2001; Bianchi et al., 

2011; Parida et al., 2012). This includes getting access to resources, channels for market 

entry, and gaining legitimacy (Shan et al., 1994; Baum et al., 2000; Colombo et al., 

2006; Walter et al., 2006; Gentry et al., 2013). Thus, if a new venture engages in an 

alliance it will be in a better position for finding entrepreneurial opportunities and 

accessing important strategic information critical to the success of its performance 

(Mazzarol & Reboud, 2006).  

 

Strategic alliances provide numerous advantages primarily associated with direct or 

indirect access to complementary resources (Chung et al., 2000) and to knowledge and 
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other assets for which arm’s-length ties are inadequate (Williamson, 1991; Liebeskind et 

al., 1996). Alliances may also confer legitimacy (Miner et al., 1990; Baum & Oliver, 

1991, 1992), which in turn facilitates the acquisition of other resources. Alliance 

advantages are particularly strong when timely access to knowledge or resources is 

essential (Teece, 1992) or when ambiguous technologies lead actors to rely on indirect 

social indicators to assess firm performance (Stuart et al., 1999).  

 

Dyer and Singh (1998) and Gulati (1999), proposed argue that the networks in which 

firms are situated may provide the basis for strategic advantage. On the other hand, many 

obstacles confront new ventures (Stinchcombe, 1965). New ventures often lack 

employee commitment, knowledge of the environment, and other attributes. Because 

they have little operating experience, new ventures frequently operate using immature 

and unrefined routines. New ventures also tend to be small and therefore unable to 

withstand a sustained period of poor performance (Aldrich & Auster, 1986). These 

weaknesses have led organizational sociologists to conclude that new organizations are 

highly vulnerable to direct selection, a notion encapsulated as liability of 

newness (Hannan & Freeman, 1984; Stinchcombe, 1965).  

 

The literature provides evidence that firms learn when they engage in alliances (Tripsas, 

1997; Rothaermel, 2001; Christensen et al., 2005; Zhang et al., 2010), although the 

transfer of knowledge is claimed to be very hard due to knowledge “stickiness” 

(Szulanski, 1994). Specifically, such imitative knowledge transfers on the part of lagging 

incumbents are likely to target startup firms and not their fellow incumbents because 

younger and smaller firms are less likely to engage in retaliatory actions and, in fact, may 

lack the ability to recognize the full potential of the technologies they hold due to 

insufficient experience, low absorptive capacity, or the limited background of key 

employees (Anokhin et al., 2011). However, we are filling the gap to understand why 

startups are targeted for their potential resources by incumbents (not front-runners) to 

advance their performance.  

 

Incumbents view new ventures as easy targets because they have fewer resources to 

orchestrate protection. Based on Schumpeter’s (1942) seminal arguments, incumbents are 
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more likely to exert a greater influence on startups (Dyerson & Pilkington, 2005) and are 

thus more likely to act opportunistically when teaming up with small and young firms 

(Morgan & Anokhin, 2013). Startups are generally in a more vulnerable position than 

incumbents because of their need for complementary resources. They are thus less likely 

to call the incumbent to justice if the latter “misbehaves.” Lagging incumbents may see 

such startups as a source of technology to propel them closer to the frontier without the 

fear of retaliation because of the vast difference in scale and the amount of resources each 

of the partners may marshal to wage a legal battle should technology misappropriation be 

discovered by the startup (Morgan & Anokhin, 2013). This is in contrast to other 

incumbents who are likely to engage in costly and lengthy legal disputes when they feel 

their rights are violated, as the recent series of litigations between Apple and Samsung 

demonstrates.  

 

It is also important to note that the survival rate of startups is low (Giarratana, 2004) due 

to their lack of experience in the market and lower operational slack (Azadegan et al., 

2013). Accordingly, to ensure survival, startups may seek cooperation with incumbents 

in search of complementary assets (Colombo et al., 2006) and assistance with market 

entry (Burgel & Murray, 2000) even if they suspect and expect foul play on the part of 

the incumbent. Thus, when the supply of relatively weaker startups is sufficient, a 

rational incumbent who lags behind the frontier is likely to imitate potential resources 

from such startups and not from front-runner incumbents, who are likely to fight back 

vigorously.  

 

This dissertation provides important implications for startups. Prior research has 

elaborated on the risks to startups of collaborating with incumbents. These are said to 

include unintended knowledge spillovers that may affect the long-term survival of 

startups (Alvarez & Barney, 2001). Additionally, startups can lose control over their own 

resources (Forrest, 1990), and the cultural clashes between the startup firm and alliance 

partners might curtail their ability to realize the true potential value of collaborations 

(Doz, 1988). Yet the literature seems to suggest that startups should be wary of entering 

partnerships with industry leaders (Dushnitsky & Shaver, 2009).  
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2.4. New Venture Performance  

Performance is a recurring theme in entrepreneurship, and it is of interest to both 

scholars and practicing managers. According to Neely et al. (1995), performance is the 

process of quantifying action, whereas measurement is the process of quantification, and 

action leads to performance. Brush and Vanderwerf (1992) pointed out that the use of 

the term “performance” by researchers included many constructs measuring alternative 

aspects of performance. With the volume of literature on this topic continually 

increasing, there appears to be little hope of reaching any agreement on basic 

terminology and definitions. The level of analysis of performance can be the individual, 

work-unit, or entire organization. A study by Murphy et al. (1996) showed that most 

performance measures relate to one of the following eight performance dimensions: 

efficiency, growth, profit, size, liquidity, success/failure, market share, and leverage. 

According to Venkatraman and Ramanujam (1986), business performance can be 

financial performance (sales growth, profitability, earnings per share, etc.) and  financial 

+ operational performance (market-share, new product introduction, product quality, 

marketing effectiveness, manufacturing value-added, and other measures of technological 

efficiency within the domain of business performance). 

 

Thus, in this dissertation, performance indicators are initial sales (financial performance) 

as well as technological advancement (operational performance). The initial sales 

indicator refers to the sales of a new product or service immediately after its introduction 

to the market. Growing evidence supports the assertion that reaching initial sales is a 

challenging process because less than half of founders who register a venture succeed 

(Reynolds, 2007). Thus, an essential factor that determines the performance of a new 

venture is whether the new venture begins to realize sales. Achieving early sales is the 

key goal during the founding stage (Reynolds & Miller, 1992; Delmar & Shane, 2006). 

Commercialization requires active boundary spanning across the firm with broader 

market and institutional stakeholders. The time from firm founding to realizing the first 

sale represents a crucial phase during which a nascent entrepreneur with an opportunity 

and tangible and intangible resources adapts to improve the firm’s fit with the 

environment through cooperation with stakeholders. Initial sales for new ventures power 

their growth, thereby setting the pace for their performance. Further, technological 

advancement is commonly believed to be the prerogative of industry leaders who define 
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the production frontier. Entrepreneurial firms have effective and sophisticated 

technologies and are said to use key resources and other inputs most effectively to 

produce value (Kogut, 1991; Sirmon et al., 2007). Thus, because such firms define the 

technological frontier in their respective industries, it is both natural and borderline 

tautological to expect that they also outperform others in improving their total factor 

productivity.  

 

2.5. Summary 

A new venture’s initial performance could be influenced by its approach to decision 

making. A new venture is typically created to pursue business opportunities with profit 

potential. The entrepreneurial decision-making approach promotes entrepreneurs to 

apply creative and entrepreneurial thinking to the development of a core strategy for the 

venture. Causation and effectuation are considered two alternative approaches that a new 

venture can strategically select to achieve performance outcomes. Both of these 

approaches provide diverse directions for newly founded firms to organize and manage 

their resources and turn them into a competitive advantage and performance. The 

venture, with its decision-making approaches, is able to improve its ability to act 

entrepreneurially, which in turn, as shown by previous research, could be expected to 

boost the firm’s performance.  

 

Additionally, the new venture’s information processing capabilities have a direct 

influence on performance. Compared with large and well-established firms, new 

ventures tend to have limited resources. Thus, they are highly dependent on the 

environment for resources and information. Information gathering and processing is 

inevitable for nascent firms. A new venture scans for relevant information, organizes such 

information into meaningful patterns of environmental knowledge, assesses the value of 

such environmental patterns to the venture, and absorbs and transforms such information 

to enhance its performance. It is also important for the new venture to interpret the 

environment and determine the right approach to assess and categorize threats and 

opportunities. Categorizing information into opportunities and threats helps new 

ventures act strategically to attain performance. Thus, information processing capability is 

undoubtedly one of the entrepreneurial aspects that new ventures need for initiating 

entrepreneurial actions.  
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Furthermore, the relationship between causation and effectuation and new venture 

performance could be moderated by the subjective interpretation of the firm’s 

environment and entrepreneurial alertness. Interpreting the external environment as 

being controllable/uncontrollable and as providing gains/losses is relevant to how 

entrepreneurs execute and act using causation and effectuation logic. The premise is that 

certain strategic interpretations work better with certain entrepreneurial decision-making 

approaches to increase initial venture performance. Further, the more complex a new 

venture is, the better its performance should be in relation with the firm’s 

entrepreneurial alertness. Alertness is always considered a positive and favorable factor for 

opportunity identification and new venture creation. Prior research suggests that 

entrepreneurs with high levels of entrepreneurial alertness can quickly identify various 

entrepreneurial opportunities, and access all kinds of resources and information, thereby 

enhancing new venture performance (Xie & Lv, 2016). Alertness plays an important role 

in a firm’s strategic choices to achieve performance. Furthermore, the impact on new 

venture performance of entrepreneurial alertness using causation and effectuation logics 

has not been explored. Thus, this dissertation is one of the first to examine the 

moderating effect of entrepreneurial alertness in strategic approaches to new venture 

performance. These assumptions are illustrated in the model. 

 

Finally, a new venture’s performance could be affected by the firm’s strategic alliances. 

The motivation for new ventures to engage in network alliances varies. Previous 

research has shown the impact of networks on venture performance. If a new venture 

with in-house resources engages in networks with different partners that possess different 

resources and capabilities, this might affect its performance. The implications for new 

firms in this strategic scenario have yet to be uncovered. Overall, this dissertation 

summarizes the entrepreneurial factors related to performance. While establishing a 

position in the market, the performance-related entrepreneurial factors that a new 

venture considers are always of interest to both practitioners and researchers. It is possible 

to conclude, however, that all identified factors are important and that future research 

needs to consider and address all these theoretical constructs in various contexts at 

different stages of development to build on and extend previous research.  
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3. Research Methods 

This chapter outlines the methodological approaches used to address the purpose of this dissertation, 

namely studying the factors that influence new venture performance. The chapter first describes the 

research background, followed by the literature review, research approach, measurements and data 

collection, data analysis, and, finally, validity and reliability considerations.  

 

3.1. Research Background 

By enrolling as a doctoral student in the Entrepreneurship and Innovation Group at 

Luleå University of Technology (LTU), I became part of the Centre for Inter-

Organizational Innovation Research (CiiR). The CiiR was established at Luleå 

University of Technology (LTU) in close cooperation with Umeå University (UMU) 

together with international experts and policymakers. Its aim is to develop applied 

knowledge through research studies and concentrated research-related work packages in 

the fields of entrepreneurship, technology management, and technology-based research. 

Its primary research focus is on developing multidisciplinary knowledge that is relevant 

to policymakers, non-metropolitan areas, knowledge dissemination and interaction, and 

policy and practice. 

 

The initial step of the research process was to conduct an extensive literature review to 

familiarize myself with the research area and to understand and explore potential research 

directions. This literature review was then published in an international journal. Insights 

from this literature review then helped me develop a survey questionnaire to study new 

venture performance. The responses to the survey provided insights into the factors that 

influence new venture performance and achieve growth. The insights from the results 

and the ongoing literature review for each construct helped develop ideas to tackle the 

research problems addressed in this dissertation. 

 

3.2. Research Approach 

3.2.1. Quantitative versus Qualitative 

Broadly speaking, there are two possible research approaches: qualitative or quantitative. 

However, the choice of research approach depends on the research questions that are 
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addressed. To identify and understand a complex or evolving phenomenon, where it is 

necessary to answer mostly “why” and “how” questions (Yin, 2003), a qualitative 

research approach is more suitable. Quantitative studies are more appropriate for 

identifying and confirming suggested relationships between theoretical factors (Hair et 

al., 2007), especially in fields where our existing knowledge is more developed. The 

empirical perspective influences quantitative research. Accordingly, quantitative research 

is concerned with the circumstances and outcomes of social phenomena and uses 

information that depends on experimental perception and basic understanding. 

Furthermore, the nature of reality as regards qualitative and quantitative approaches can 

be viewed as the subjective–objective dimension (Burrell and Morgan, 1979).  

 

Table 1 

Differences between Quantitative and Qualitative Approaches 

 Quantitative Qualitative 

Ontological assumption 

Epistemological assumption 

Aims of inquiry 

Role of researcher 

Researcher–respondent 

relationship 

Research methods 

Objectivity 

Positivism 

Universality 

Outsider 

Detachment 

 

Statistics 

Subjectivity 

Phenomenology 

Particularity 

Insider 

Involvement 

 

Description 

Source: (Jean Lee S K, 1992) 

 

3.3. Methodological Approach 

In the five studies I completed for this doctoral dissertation, I addressed research 

questions using a quantitative approach. An overview of the methodological approaches 

adopted in the five papers is presented in Table 2. As Table 2 shows, one is a review 

paper, and the other papers present the results of four studies using quantitative data. The 

methodological approaches were selected in response to the specific research questions 

posed and in relation to how nascent/mature the theory was regarding the questions of 

interest. 
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Edmondson and McManus (2007) emphasize the need to match methodologies with 

research questions and the maturity of the theory. They argue that, at a nascent theory 

research stage, little or no research or formal theorizing exists. In such cases, more open-

ended forms of inquiry and research questions are needed when addressing the studied 

phenomenon. In this case, qualitative methods are used and interviews and observations 

are applied to collect data. The aim of such an approach is to provide new constructs and 

measures and suggest theory that invites and directs future studies.  

 

In contrast, mature theory comprises precise models, supported by extensive research on 

a set of related questions in a variety of settings. Furthermore, in mature theory, there 

may be a need to further refine the research stream with interrelated theories. Focused 

research questions and hypotheses are posed in relation to existing constructs and 

measures. Methods applied for mature theory studies are usually quantitative and involve 

collecting data from quantifiable and systematically designed surveys. The aim of such 

research is to test hypotheses using statistical analysis to either support or refute a theory.  

 

Thus, the papers that make up this doctoral dissertation deal with mature research, which 

is why quantitative approaches were used to study new ventures and test relationships. 

By conducting a survey of Swedish new ventures, the suggested influential factors were 

investigated, providing statistical validation of the results. The drawback of this approach 

is that, once the data have been collected, there is normally no opportunity to remedy 

problems later on or obtain any clarifications from respondents in the way that is possible 

with a qualitative study, which also facilitates a deeper and more holistic understanding 

of the phenomena under study.  

 

The overall attempt to study improved performance of new ventures was based on 

quantitative methods. This doctoral dissertation primarily relies on a quantitative 

approach that builds on hypothesis testing generated from theory and previous empirical 

research. The goal was thus also to form a basis for statistically reliable results. A 

quantitative research approach nonetheless has pros and cons, which are also discussed in 

this section.  
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3.4. Literature Review 

The literature review was conducted throughout the course of this study. More 

specifically, the literature search process was performed in four major waves. The first 

wave took place in March 2011, at the beginning of the research study. This first wave 

identified prior research on entrepreneurial opportunities and the factors that influence 

entrepreneurial actions and performance. In December 2012, an additional search was 

also carried out to further update articles and research notes on entrepreneurial 

opportunities because this is an emerging research field. Keywords used during this 

literature search were opportunity AND entrepre*, opportunity recognition, 

opportunity identification, opportunity discovery, opportunity creation, and 

entrepreneurial opportunity. The database used was SCOPUS, which has the most 

inclusive coverage of published research and includes published articles from EBSCO, 

Thompson Reuters Web of Knowledge, ABI/Inform, and other similar search engines. 

Our search for English language, peer-reviewed articles returned 2,186 articles. After 

reviewing the titles and abstracts and skimming through the full article when appropriate, 

we narrowed the scope of the analysis to a group of 180 relevant articles. This extensive 

study on entrepreneurial opportunities was then published in the International 

Entrepreneurship and Management Journal. This was the basis for further studies on 

single-founder new ventures. Several influencing factors and relationships have looked 

into understand new venture performance. 

A second literature review wave was conducted between August and November 2013 

with the goal of developing the conceptual frameworks and models for the quantitative 

study and conducting a survey study. During this period, many new constructs (e.g., 

strategy and capability) were included in the literature review because these were found 

to be influential in new venture performance. The keywords used for the strategy 

literature search were entrepreneurship, startup, new venture, decision making, strategy, 

and strategic approach. The keywords used for the capabilities search were 

entrepreneurship, startup, new venture, and capabilit*. 

The third and fourth waves took place in spring 2014 onward, with the purpose of 

deepening our understanding and updating the literature on each research concept 

addressed in the individual papers which include causation and effectuation, information 
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processing capabilities, subjective interpretation of environment, alertness, and strategic 

alliances, on new venture performance. All searches were made at Luleå University of 

Technology. To acquire relevant, current articles, the name of each construct was 

entered into the database mentioned earlier. Finally, articles that supervisors and 

colleagues recommended were also included in the research study.   

 

3.5. Empirical Data Collection 

To obtain valuable answers to research questions, it is important to define a target 

population possessing the desired information, choose a sampling frame from which to 

draw a sample, and select a sampling method for possible informants (Hair et al., 2007). 

The process of collecting and measuring information on constructs provides answers to 

research questions and enables hypothesis testing and outcome evaluation. To obtain 

credible and reliable answers to research questions, it is important to clearly identify the 

target sample for the study.  

 

In papers 2 to 4, the data for the predictor variables were drawn from a survey of 

company founders. The data for the outcome variable (i.e., whether a venture realized 

sales) came from an archival source. The sampling frame focused on single-founder 

Swedish ventures that appeared in the government register in 2012 and had no 

employees at founding. By drawing on ventures founded in 2012, this study reduced the 

period and cohort effects. One of the key benefits of focusing on a Swedish sample is 

that Swedish government regulations require the reporting of performance outcomes 

(e.g., sales). The sample comprised single-founder firms to limit heterogeneity in 

perceptions of control/uncontrol and gain/loss among employees and the founding 

team.  

 

A pilot study was conducted with six CEOs of startups in the high-tech industry and 

seven academic researchers. To manage the costs of conducting a survey, a random 

sample of 1,400 single-founder firms established in 2012 with no employees was selected 

from Affärsdata. The survey with the cover letter and questionnaire were sent to CEOs 

in each firm. Two further reminder letters were sent to the sampled firms. Among the 

surveys sent, 18 surveys were undeliverable, and 36 CEOs chose not to participate. Of 
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the remaining 1,346 startups, 295 responses were received, of which 24 were either 

incomplete or incorrect. This process resulted in a final sample of 271 ventures (19.35% 

response rate). There were no significant differences between responding and non-

responding firms in terms of the dimensions of startup equity and industry SIC (4-digit 

classification of high-tech sectors).  

 

In Paper 5, to investigate the effect of imitative opportunities on technological 

advancement experienced by industry incumbents, we compiled a dataset of public 

companies across 26 different industries that varied in terms of their technological 

prowess and strategies employed to exploit opportunities for imitation. The criteria for 

inclusion in the dataset were as follows: a) the companies had to be public to ensure 

coverage by Compustat; b) the companies had to have formal links to startups, and these 

links had to be established and documented by the two most authoritative sources of 

information on such partnerships: the AssetAlternatives Corporate Venturing Directory 

and Yearbook (this reduced the sample to 218 corporations) and the SDC Platinum 

VentureXpert (further sample reduction to 180 corporations). Eight more corporations 

were omitted because they represented industries that are typically excluded from such 

studies (i.e., finance and insurance and real estate, rental, and leasing), reducing the 

sample size to 172 corporations. Missing values in the variables of interest caused the final 

reduction of the sample to 153 corporations.  

 

Over the course of the years for which the data were gathered, two-thirds of the firms in 

our dataset participated in equity-based partnerships with small technology-oriented 

companies that they could tap into as a source of new ideas. In total, 80% of the 

corporations in the dataset also had formal connections with other incumbents interested 

in technological gains that could also be seen as a potential source of ideas to imitate.  

 

Most variables were gathered from Compustat. The information on partnerships 

between incumbents and startups as well as the information on connections between 

incumbents that could facilitate imitation was accessed via the SDC Platinum dataset and 

the directories published by AssetAlternatives. Various measures of the appropriability 

regime were borrowed from Cohen et al. (2000). These measures are based on a large-

scale survey that was conducted in the mid-1990s by Carnegie Melon University, and 
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they are largely consistent with the earlier estimates reported by Levin et al. (1987) from 

Yale University. Merging the various data sources determined the time window: While 

Compustat and SDC Platinum provide continuous data coverage, AssetAlternatives is 

limited to the period 1998 to 2001, and the appropriability estimates reported in Cohen 

et al. (2000) were collected in the 1990s. Therefore, our final data covered the period 

1998 to 2001.  

 

3.6. Measurement Construct 

A survey was conducted to gather data for papers 3, 4, and 5. The questionnaire 

included a variety of questions and scales. The majority of the questionnaire contained 

questions or items that were measured on seven-point Likert scales ranging from 

“strongly disagree” to “strongly agree” or from “not at all” to “to a large extent.” 

However, some questions were descriptive (e.g., principal business area) and some 

yielded a direct answer (e.g., year of establishment). The questionnaire had a large 

number of questions, some of which were not included in the present study’s analysis 

because of time constraints. Others were included to be used for future studies. The 

variables measured in this study were based on established scales from the literature. 

Measurement constructs for each paper are stated below. 

 

3.6.1. Dependent Variable (DV)  

By studying the questions posed in papers 2 to 4, we sought to increase our 

understanding of factors influencing new venture performance. The measurement 

construct, which represents performance, was initial sales. Hence, the dependent variable 

measuring venture performance was likelihood of sales (2012–2014), which represents 

sales in the early years of founding, an important commercialization milestone (Delmar & 

Shane, 2004; Murphy, Trailer, & Hill, 1996; Reynolds & Miller, 1992). Although 

entrepreneurs may take different positions to realize sales at founding, this study included 

a three-year window to assess whether the venture had sales during this period (= 1, else 

= 0).  

 

To study the questions posed in paper 5, we compiled a dataset of public companies 

across 26 different industries that varied in terms of their technological prowess and 
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strategies employed to exploit opportunities for imitation. For the purpose of the study 

(i.e., to investigate the effect of imitative opportunities on technological advancement 

experienced by industry incumbents), two dependent variables were assessed (i.e., rate of 

technological advancement and intellectual property disputes). 

3.6.2. Independent Variables  

Independent variable is characterizes as the variable that is changed or controlled in a 

scientific investigation. It represents the reason or explanation behind a result. 

Independent variables are the variables that the experimenter changes to test their 

dependent variable. Sometimes, independent variables may be included for other reasons, 

such as for their potential confounding effect, without a wish to test their effect directly. 

In papers 2 and 3, independent variable was whether the firm adopted a causation or an 

effectuation approach. In contrast, in paper 4, three independent variables were assessed. 

Finally, in paper 5, three independent variables were measured (detailed descriptions are 

provided in the appended paper). 

3.6.3.  Moderators 

A moderator variable is a variable that affects the strength of the relationship between a 

dependent and independent variable. In paper 2, the dimensions of gain–loss and 

controllable–uncontrollable moderated the relationship.  In paper 3, entrepreneurial 

alertness was the moderator. In paper 5, the measures of three appropriability regimes 

(effectiveness of patents, secrecy, and lead-time) were borrowed directly from Cohen et 

al. (2000). 

3.6.4. Control Variables 

In papers 2 to 4, the study controlled for the founder’s age, gender (1 = male; 0 = 

female), and bricolage, which consisted of eight items (1 = strongly disagree; 7 = 

strongly agree). The key source was (Senyard, Baker, Steffens, & Davidsson, 2014). 

Furthermore, in paper 2, the study controlled for an additional four measures. These 

were causation and effectuation (Chandler et al., 2011), number of companies started in 

the past and years of industry experience (data from Affärsdata), Big Five personality 

variables based on a 20-item scale (Donnellan, Oswald, Baird, & Lucas, 2006), and 

positive and negative affect (Baron, 2008). In paper 5, eight variables were controlled for 

(a detailed description is provided in the appended paper). 
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3.7. Data Analysis 

The quantitative analysis was performed using STATA (Statistical Software) Version 

14.0. This software package has the capability to analyze data using the statistical 

techniques required for achieving the purposes of the study. The data analysis was 

primarily explanatory in nature because the concepts under study have been well 

established and their relationships have been previously studied.  

 

In papers 2 to 4, analysis was performed using STATA (Statistical Software) Version 

14.0. In papers 2 and 4, the techniques for the analysis were logistic regression with 

robust standard errors and sample stratification weights based on industries represented in 

the sample. When the dependent variable has only two groups, in this case sales between 

2012 and 2014 (=1, else = 0), logistic regression is preferred because it has 

straightforward statistical tests, similar approaches to incorporating metric and non-metric 

variables and non-linear effects, and a wide range of diagnostics. In Paper 3, the study 

examined the mean, standard deviation, and pairwise correlations. To ensure sample 

representativeness, the sample weights followed 2-digit industry SNI (Swedish standard 

industrial classification) codes. Specifically, we used the pweight option with logit 

specification in Stata 14 (DuMouchel & Duncan, 1983).  

 

In paper 5, the hypotheses were tested using panel data, where the dataset consisted of a 

series of cross-sectional observations from the same units. The benefit of using a panel 

dataset was that it allowed the control of unobserved characteristics and the study of 

possible lagged effects (Wooldridge, 2002). However, because the Gauss-Markov 

theorem requires both homoskedasticity (i.e., errors have constant variance given any 

value of the independent variable) and serially uncorrelated errors, ordinary least squares 

(OLS) estimation is no longer the best linear unbiased estimator (BLUE) in the presence 

of serial correlation. In the presence of heteroskedasticity, the OLS t statistics do not 

have a t distribution (Wooldridge, 2002). Thus, as a means of obtaining the BLUE, a 

generalized least squares (GLS) estimator that accounted for serial correlation was used to 

test the hypotheses in paper 5. 
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3.8. Validity and Reliability of the Study 

In all research, the overall quality of the study must be assessed. Assessing research quality 

helps us understand the trustworthiness of the rationale used in the data selection and 

analysis process. The quality of data can be assessed using data validity and reliability 

(Yin, 2009; Yin, 2011). “Measures can be reliable without being valid, but cannot be 

valid without being reliable” (Chandler & Lyon, 2001, p. 103).  

 

3.8.1. Validity 

Validity describes the plausibility, credibility, and trustworthiness of research. Validity 

describes the degree to which an instrument measures the constructs it claims to measure 

and the extent to which the means of measurement are accurate (Yin, 2009). 

Furthermore, validity is associated with how relevant the research is. Construct validity 

and external validity provide a basic framework for ensuring the quality of scientific 

research (Patton, 2002; Roberts et al., 2008; Yin, 2008).  

 

Construct validity refers to whether the variables of the study have been adequately 

defined and measured by appropriate instruments, procedures, or methods. This can be 

achieved through reliance on well-known literature and previous empirical tests that 

have been conducted on the constructs and the expected relationships between those 

constructs. To ensure construct validity, this study used extensive literature reviews to 

substantiate the concepts, scales, and measures adopted from prior studies. Therefore, the 

measurements used in this study had already been empirically validated in terms of 

constancy and importance for new venture performance.  

 

External validity refers to the generalizability of findings. Thus, it addresses the question 

of whether the findings and conclusions of the study are generalizable to other settings, 

people, and times beyond the actual case in the study. External validity is important to 

enhance the quality criteria for quantitative studies. To maintain the validity of the study, 

a survey design instrument that was tested and validated previously by researchers in 

different settings was implemented to reduce the bias and problems that arise from survey 

research. This increased the validity of the studies presented in this dissertation. In other 
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words, this procedure provided convincing evidence of the measurements used in this 

study.  

3.8.2. Reliability  

According to Joppe (2000, p.1), reliability is the “extent to which results are consistent 

over time and an accurate representation of the total population under study.” In 

addition, if “the results of a study can be reproduced under a similar methodology, the 

research instrument is considered to be reliable” (Joppe, 2000). In other words, research 

is considered reliable if other researchers can establish consistency in the same way when 

the study is repeated and can obtain the same findings and conclusions (Yin, 2009). 

Cronbach’s alpha is used to assess the reliability or internal consistency of a set of scales 

or test items. In other words, the reliability of any given measurement refers to the 

extent to which it is a consistent measure of a concept, and Cronbach’s alpha is one way 

of measuring the strength of that consistency. Cronbach’s alpha values greater than or 

equal to .70 are considered acceptable for research purposes (Nunnally, 1978). Thus, the 

reliability for the study presented was tested by calculating the Cronbach’s alpha values, 

which were above the recommended value of .70 (Bagozzi & Yi, 1988). Also, to ensure 

reliability, a detailed explanation of how the study was conducted has been presented in 

each of the papers appended to this dissertation. Thus, this study met the required 

standards for reliability.  

 

Summary of the Chapter 

This chapter describes the methodology adopted in this dissertation. First, the 

assumptions that guided the choice of method and approach are discussed. Next, the 

methodology used in each of the studies presented in the dissertation is discussed, 

focusing on the research aim/question, samples, method of data collection, and analysis 

method for each study.  
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4. Summary of Appended Papers 

This chapter presents the main findings reported in the appended papers. The five appended papers 

address the aims of this dissertation. This chapter offers a brief introduction to the research aims, the 

relationships under investigation, and the findings reported in each paper.  

 

4.1. Paper 1 

George, N. M., Parida, V., Lahti, T., & Wincent, J. (2016). A systematic literature 

review of entrepreneurial opportunity recognition: insights on influencing 

factors. International Entrepreneurship and Management Journal, 12(2), 309–350. 

 

The purpose of this paper was to review the emerging literature in well-known 

entrepreneurship and management themes by providing an overview of the status of the 

research and suggesting future research directions. To achieve this purpose, we analyzed 

relevant scholarly articles on entrepreneurial opportunities. The questions that have 

traditionally driven entrepreneurial opportunity research are how, when, and why some 

individuals can recognize opportunities while others cannot.  

 

The Scopus electronic database was used to collect the data for this study. Scopus 

provided keywords, authors, and a structure for presenting the literature review. The 

Scopus database has the broadest coverage of published research and includes articles 

from EBSCO, Thompson Reuters Web of Knowledge, ABI/Inform, and other similar 

search engines. To further understanding of entrepreneurial opportunities and the 

opportunity recognition process, we undertook a systematic bibliographical analysis of 

English language, peer-reviewed journal papers and research notes. Such published 

works are used to present scientific knowledge and have a high impact on research. A 

broad search of terms such as opportunity, opportunity recognition, opportunity 

identification, and entrepreneurial opportunity was conducted. The articles from this 

broad search were then manually reviewed to ensure their relevance. This process 

resulted in a final set of 124 articles. The paper also describes the evolution of each of 

these themes and offers researchers’ views on the areas where future research progress 

will be made.  
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Descriptive analysis of these published works indicates that this topic is still surprisingly 

nascent and fragmented, characterized by a low ratio of empirical to conceptual articles, a 

small number of authors involved in establishing pertinent dialogues on opportunity 

recognition, and a broad spread of publications across journals and disciplines. This 

finding is interesting because opportunity recognition, which is theorized as the 

foundation of all entrepreneurship, is receiving a growing amount of attention from 

researchers. To make future scholarly work more radical, it is thus important to outline 

interesting questions to pursue. Accordingly, the primary focus of the paper was to 

classify the contributions into thematic dialogues on various aspects of how, when, and 

by whom opportunities are recognized. By doing so, it was possible not only to identify 

what the significant dialogues are but also, more importantly, to pinpoint the most 

critical controversies and unsolved questions. These discussions led to recommendations 

on where scholarly efforts should ideally be directed in the future.     

 

As an extension of the descriptive analysis and thematic dialogue discussions, we 

developed a comprehensive model that illustrates how the opportunity recognition 

process is conceptualized in the literature. The underlying structure is that individual 

characteristics are associated with opportunity discovery or creation, which, in turn, leads 

to the evaluation and exploitation of entrepreneurial opportunities. Factors such as 

systematic search and alertness are typically seen as two possible starting points for 

opportunity identification. Other influencing factors that are emphasized are prior 

knowledge, networks, and personality characteristics. By comparing this conceptual 

framework on entrepreneurial opportunity recognition with published empirical 

evidence, we took the review a step further in a systematic manner by identifying gaps in 

the research. There is limited focus on regional and local dimensions of opportunity 

recognition. The nature of opportunities and the extent of the role of individual and 

organizational characteristics for the opportunity recognition process are still under 

debate. 
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4.2. Paper 2 

Parida, V., George, N. M., & Wincent, J. (2018). Strategic diagnosis of information 

processing structures and commercialization in new ventures. Journal of Business 

Research, 85, 83–90. 

 

This paper investigates how founders engage in strategic diagnoses in less developed 

venture information processing structures to achieve sales. To address this research 

question, we used a sample of ventures founded in 2012 with a sole founder, no 

employees, and no sales at founding. The archival sales data indicated whether the 

venture achieved sales in the first three years (2012–2014). To limit potential 

confounding effects of cognitive abilities and knowledge of other founding team 

members, the study comprised ventures with a sole founder. Ventures with employees at 

founding have greater resources and are therefore potentially in a more advanced stage of 

commercialization. The process of drawing on single-founder firms, with no sales and no 

employees at founding, and assessing whether these firms achieved sales in the first three 

years provided a reliable assessment of the strategic diagnosis process by founders during 

this precarious stage of the firm’s life.  

 

When a new firm lacks formal information processing structures, strategic diagnosis 

devolves upon founders who operate under bounded rationality and must interpret the 

information environment and label the identified strategic challenges as threats or 

opportunities. The constructs of decision comprehensiveness (Forbes, 2007) apply once 

the venture has been established and the components of the information environment 

have been understood. In the strategic management literature, threat versus opportunity 

labeling has been explored at length. Labeling strategic challenges as threats or 

opportunities is important for ventures with limited information processing abilities, 

especially when managers have to decide on the firm’s strategic direction in situations 

where information is incomplete or unknown.  

 

Based on logistic regression with robust standard errors, the analysis indicates that more 

developed information processing structures increase the likelihood of achieving sales. 

Although well-developed information processing structures on their own seem to 

increase the likelihood of making the first sale, the results show that greater control 
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allows the firm to compensate more effectively for less developed information processing 

structures. Having higher levels of positive-gain orientation at lower levels of 

information processing structure is beneficial. Although the value of positive gain and 

control-based labeling declines with more developed information processing structures, 

the proposed framework aims to contribute to strategic diagnosis in new ventures that 

have seldom received attention in either the entrepreneurship or the strategic 

management literature. In the early stages of founding, entrepreneurs focus on gathering 

information and identifying key strategic issues in commercialization efforts. Because 

founders do not deal with a variety of strategic issues but instead emphasize the focal 

issue of commercialization, action and the ensuing performance under bounded 

rationality could pose challenges. Staying positive and perceiving control are crucial 

factors when sources of information are unavailable and decision making is difficult.  

 

4.3. Paper 3  

George, N. M. (2018). Causation, effectuation, and entrepreneurial alertness in initial 

venture sale (work in progress). 

 

The goal of this paper was to identify the influence of strategic decision-making 

approaches in achieving initial sales. More specifically, I investigated the relationship 

between causation and effectuation approaches in achieving the initial sales of a venture, 

also considering the influence of entrepreneurial alertness. To the best of my knowledge, 

this is the first study that explores entrepreneurial alertness in this direct equation. The 

results show that ventures with greater alertness that follow a causation approach have 

better outcomes in initial sales than ventures that follow an effectuation approach. 

 

A procedure based on archival sales data from 217 entrepreneurs who founded their 

firms in 2012 was used to assess sales achievement in the first three years of the venture. 

Based on logistic regression with robust standard errors, the analysis indicates that more 

developed information processing structures increase the likelihood of achieving sales. 

Labeling strategic challenges as controllable instead of uncontrollable or as having lower 

positive gain increases the likelihood of sales after founding.  
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This study extends previous work on the validation of causation and effectuation 

(Chandler et al., 2011) to contribute to our understanding of how strategic approaches 

can affect venture performance under different circumstances. Specifically, I explored 

whether the relationship between causation and venture performance is positively 

moderated by entrepreneurial alertness and whether the relationship between 

effectuation and venture performance is negatively moderated by entrepreneurial 

alertness. Hypothesis 1 proposed that with increasing causation, higher levels of alertness 

would increase the likelihood of sales. The analysis indicates a positive effect for the 

proposed relationship. The results suggest that with increasing causation, a higher level of 

alertness increases the likelihood of sales. However, at low levels of causation, lower level 

of alertness increase the likelihood of sales. Hypothesis 2 proposed that with increasing 

effectuation, higher levels of alertness would increase the likelihood of sales. The analysis 

indicates a negative effect for the proposed relationship. The results suggest that with 

increasing causation, a higher level of alertness increases the likelihood of sales. 

 

4.4. Paper 4 

Parida, V., George, N. M., Lahti, T., & Wincent, J. (2016). Influence of subjective 

interpretation, causation, and effectuation on initial venture sale. Journal of Business 

Research, 69(11), 4815–4819. 

 

This study examined how the subjective interpretation of strategic cues in the 

environment under causation or effectuation influences the likelihood of achieving initial 

venture sales. Specifically, Daft and Weick’s (1984) theory regarding differences in 

subjective interpretations when making strategic decisions was combined with 

Sarasvathy’s (2001a) decision- making framework of causation and effectuation. By 

integrating these two approaches, we focused on the moderating role of two major 

strategic interpretations: strategic environment as leading to either 1) gain/loss or 2) 

being controllable/uncontrollable.  

 

To achieve the research goals of this study, a pilot study was first conducted. Seven 

academic researchers and six CEOs of ventures in the manufacturing industry 

participated in the pilot test of the questionnaire. The sample comprised 1400 randomly 

selected single-founder ventures that started in 2012 with no employees. The data were 
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gathered from the Affarsdata database, the source of archival performance data. From the 

sample of 1400 startups, we received complete responses from 149 firms and matched 

these responses with archival financial information for each firm. No significant 

differences existed between responding and non-responding firms in terms of startup 

equity and industry SIC (4-digit classification of high-tech sectors). Following pairwise 

deletion in the full model, full information was available for 104 cases.  

 

To examine how the subjective interpretation of strategic cues in the environment under 

causation or effectuation influences the likelihood of achieving initial venture sales, we 

tested two hypotheses:  

 

Hypothesis 1: Perceived environment controllability strengthens the influence of 

causation on initial venture sales from low to medium levels of causation.  

Hypothesis 2: Perceived gains in the environment strengthen the positive influence of 

effectuation on initial venture sales.  

 

Using the sample described earlier, we tested the hypotheses with logistic regression. The 

results support H1: A stronger perception of control increases the likelihood of initial 

sales from low to medium levels when entrepreneurs interpret the environment using 

causation. The explanation for this finding is that perceptions that the environment is 

controllable mitigate the entrepreneur’s concerns about its uncertainty and ambiguity. 

This study calls on future research to assess why high levels of causation and control are 

associated with a decreasing likelihood of sales. H2 posits that the higher the perceived 

gain is, the more positive the influence of effectuation and the likelihood of achieving 

initial sales are. The underlying reasoning for this assertion is that entrepreneurs who 

interpret the environment as having a potential gain also prefer and benefit from 

effectuation, unlike those who interpret the environment as having a potential loss.  
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4.5. Paper 5 

George, N. M., Anokhin, S., Parida, V., & Wincent, J. (2015). Technological 

advancement through imitation by industry incumbents in strategic alliances. In C. 

Karlsson, U. Gråsjö, & S. Wixe (Eds.), Innovation and Entrepreneurship in the Global 

Economy: Knowledge, Technology and Internationalization (pp. 65–88). Cheltenham, UK: 

Edward Elgar Publishing. 

 

Opportunities for (technological) arbitrage—the room for imitation available to firms—

have been shown to affect entrepreneurial processes in cross-country and regional 

contexts and explain inter-industry differences in business entry rates. Besides some 

anecdotal evidence, however, it is unknown whether incumbents go after arbitrage 

opportunities as startups do—that is, whether they rely on imitating the best-known 

technologies developed by others and, if so, where exactly they seek such opportunities 

to replicate. It is also unknown how relevant environmental contingencies affect the 

pursuit of arbitrage opportunities by incumbents. 

 

To answer these questions, we isolated a representative group of incumbents operating in 

a variety of industries that have engaged in specific behaviors aimed at the potential 

improvement of their productivity at the expense of other incumbents and technology-

oriented startups. We found that companies with high levels of arbitrage opportunities 

were in fact advantageously positioned to improve their productivity. Such 

improvements were especially pronounced when the industries in which they operated 

lacked strong appropriability regimes, thus suggesting that the improvements in 

productivity were not necessarily the result of incumbents’ own innovative efforts but 

rather because of their misappropriating someone else’s technologies. Interestingly, 

incumbents appear to source these imitation opportunities from startups with whom they 

develop strategic partnerships, whereas their proximity to established industry players 

does not seem to affect their imitative behavior.  

 

These answers were provided by analysis of a sample of more than 150 public 

corporations operating in over 20 industries from 1998 to 2001. The choice of time 

window was due to the availability of externally validated estimates of the strength of 

appropriability regimes across industries (Cohen et al., 2000). The amount of arbitrage 



 62 

opportunities available to each company was estimated using the minimum performance 

inefficiency technique, as suggested by recent entrepreneurship research (Anokhin et al., 

2010), using the intertemporal formulation of the efficiency estimation approach 

(Tulkens & Eeckaut, 1995). All the corporations that we studied engaged in equity-based 

partnerships with small technology-oriented startups, and over 75% of the corporations 

closely interacted with other incumbents in the process of managing those partnerships. 

These two groups of companies (startups and incumbents) thus represented two possible 

pools where opportunities for imitation might have originated. To study which of these 

pools the companies were most likely to tap into, we investigated the history of pertinent 

intellectual property disputes to which they had been party. 
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5. Discussion and Conclusions  

This chapter presents the main theoretical contributions and practical implications of the dissertation 

as well as the limitations and suggestions for future research. 

 

This dissertation aims to shed light on our understanding of entrepreneurial opportunity 

exploitation in new venture performance, with a specific focus on decision-making 

approaches, information processing capabilities, interpretations of environmental 

conditions, entrepreneurial alertness, and strategic alliances. This dissertation and the 

appended papers provide a collective understanding of how the role of each of these 

aspects in new venture performance has been acknowledged as important by 

entrepreneurship scholars. Based on the appended papers, five theoretical contributions 

are discussed.  

 

5.1. Theoretical Contributions 

5.1.1. Understanding Entrepreneurial Opportunity Exploitation  

Research on opportunity recognition has been influenced and molded significantly by 

either Schumpeter’s (1934) or Kirzner’s (1979) views. Schumpeter (1942) suggested that 

opportunities are discovered, whereas Kirzner (1997) asserted that an element of 

recognition (i.e., the surprise factor) is involved in detecting opportunities (Yu, 2001a, 

2001b). The discovery and creation processes have much in common because they both 

seek to explain the opportunity recognition process. Although they focus on the 

entrepreneur’s inevitable role, these views stand independently in the literature because 

of differences in the nature of opportunities, the role of entrepreneurs, and the process of 

opportunity exploitation. To this end, the review of the entrepreneurial opportunity 

research illuminates the distinctive views of different researchers regarding opportunity 

discovery, creation, and recognition. Some clarity regarding different views on 

opportunity recognition has emerged. However, certain views on opportunity such as 

opportunity creation have remained underexplored. By highlighting the two divergent 

views, this dissertation indicates how the opportunity recognition literature still fails to 

provide a clear understanding of which one works best or which process is more 

applicable in the entrepreneurial opportunity exploitation process. Hence, it is critical for 



 64 

not only entrepreneurship researchers but also scholars from other fields to explore these 

divergent views to develop a comprehensive understanding of which one works best.  

 

Additionally, in this dissertation, greater emphasis is placed on the factors that influence 

the opportunity exploitation processes. Prior research has predominantly focused on 

factors such as prior knowledge and experience, social capital, cognition, environmental 

conditions, entrepreneurial alertness, and systematic search. The decision to exploit 

opportunities is a very important decision for entrepreneurs. An entrepreneur is an 

individual who recognizes an opportunity or unmet need and takes the risk to pursue it. 

To exploit opportunities, entrepreneurs must make a series of choices based on their 

evaluation of opportunities as well as their own capabilities. Various studies have 

researched the factors influencing entrepreneurs’ decisions to exploit opportunities. In an 

important study, Choi and Shepherd (2004) examined the main factors influencing 

entrepreneurs’ decisions to exploit opportunities. According to their findings, 

entrepreneurs are more likely to exploit opportunities when they have necessary 

knowledge of customer demand as well as enabling technologies, managerial capabilities, 

and stakeholder support. Access to financial capital (Blanchflower, Oswald, & Stutzer, 

2001) and access to human capital, especially education and experience (Dimov & 

Shepherd, 2005), have also been cited as key factors influencing entrepreneurs’ decisions 

to exploit opportunities. Extending the research on opportunity exploitation, this 

dissertation focuses on opportunity exploitation of new ventures and the implications of 

those actions for new venture performance (McMullen & Shepherd, 2006). By 

empirically testing factors such as the decision-making approaches that new ventures 

follow, information processing, entrepreneurial alertness, interpretations of 

environmental conditions, and strategic alliances, this research helps us develop a better 

understanding of the exploitation process.  

 

5.1.2. Applying Entrepreneurial Decision-Making Approaches 

Causation and effectuation are two alternative decision-making approaches that a venture 

can strategically select to achieve performance outcomes (Sarasvathy, 2001). These 

decision-making approaches have received increasing attention in the last decade, ever 

since Sarasvathy (2001) published a seminal article on the subject. Both decision-making 
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approaches provide diverse directions for newly founded firms to organize and manage 

their resources and turn them into a competitive advantage (Shenhar, 2004). Rather than 

studying the direct effect of causation and effectuation on new venture performance, this 

dissertation further advances our understanding of capability and environmental 

conditions. Specifically, this dissertation investigates why entrepreneurs are more or less 

effective at using causation and effectuation and how interpretation of the environment 

seems to be the key to leveraging effectuation or causation. Research shows that a higher 

perception of control boosts new venture performance when entrepreneurs interpret the 

environment using causation. The explanation is that perceptions that the environment is 

controllable mitigate an entrepreneur’s concerns about environmental uncertainty and 

ambiguity. Also, entrepreneurs who interpret the environment as having potential gain 

also prefer and benefit from effectuation versus than those who interpret the 

environment as a having potential loss. Thus, this dissertation addresses the call for 

research that goes beyond just examining direct influences on causation and effectuation 

(Dew et al., 2009a; Honig et al., 2005; Sarasvathy, 2001a, 2001b), identifying when one 

approach is more beneficial than another for early venture sales.  

 

Furthermore, rather than examining direct influences on causation and effectuation, this 

dissertation provides insight into the moderating role of entrepreneurial alertness, in 

relation to causation and effectuation, in achieving performance. Alertness is the capacity 

to possess keen insights into identifying entrepreneurial opportunities. Scholars have 

agreed that if a person’s level of alertness is high, opportunities can be identified even 

without actively searching for them or by simply observing phenomena (Gaglio & Katz, 

2001; Ardichvili et al., 2003; Fischer, 2011). Scholars have also found that, while 

exploiting an opportunity, its effect is understood only by a potential entrepreneur 

(Gaglio & Katz, 2001). Alert entrepreneurs possess heightened sensitivity in information 

processing and searching and are capable of analyzing the competition accurately and 

making better predictions. By understanding the role of entrepreneurial alertness in 

entrepreneurship, this dissertation shows that, when an entrepreneur has greater alertness, 

adopting a causation approach has a better outcome on performance than adopting an 

effectuation approach. Also, the strategy that alert entrepreneurs use in the causation 

approach to deal with risk-taking consists of calculating the upside potential and 

adjusting their processes accordingly to achieve performance. Thus, this dissertation 
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expands the scope of the proposed decision-making approaches beyond venture creation, 

as originally proposed by Sarasvathy (2001). This dissertation also contributes to the 

entrepreneurial alertness research by examining its role in venture performance. 

 

5.1.3. Critical Role of Capabilities  

Although few studies have focused on the implications for entrepreneurship of subjective 

strategic perceptions of environmental conditions (Krueger, 2000; McMullen & 

Shepherd, 2006), the literature cites this area of inquiry as important for entrepreneurship 

research (Petrakis, Kostis, & Kafka, 2015). Building on Dutton and Jackson’s (1987) 

study, this dissertation proposes that entrepreneurs can interpret an ambiguous 

environment as either an opportunity or a threat. By focusing on the subjective strategic 

perceptions of environmental conditions, this dissertation provides insight into why 

entrepreneurs are more or less effective at using causation and effectuation and how 

interpretation of the environment seems to be the key to leveraging effectuation or 

causation. The research findings show that higher perception of control increases the 

likelihood of initial sales from low to medium levels when entrepreneurs interpret the 

environment using causation. The explanation is that perceptions of the environment as 

controllable mitigate the entrepreneur’s concerns about its uncertainty and ambiguity. 

Further, entrepreneurs who interpret the environment as having potential gain also 

prefer and benefit from effectuation versus those who interpret the environment as a 

having potential loss. Thus, this research attempts to integrate theory on strategic and 

entrepreneurial interpretation with that of causation and effectuation decision-making 

approaches.   

 

Additionally, by focusing on how founders engage in strategic diagnosis in lower 

development stages of venture information processing structures, this dissertation 

contributes to the strategic literature on decision-making. By extending prior work on 

strategic diagnosis by Staw 1980), Meyer (1982), and Dutton and Jackson (1987), this 

research focuses on a stage of the firm’s life cycle during which a venture relies heavily 

on a founder’s ability to diagnose strategic issues and, more importantly, works toward a 

state of adaptation (Sternad, 2011). Further, this research extends studies by Dutton and 

Jackson (1987) and Thomas et al. (1993). Labeling of strategic challenges in ventures is 
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central to commercialization efforts, which have to decide if strategic challenges are 

opportunities (offensive, strategic actions that are generally risky) or threats (defensive, 

risk-averse actions that reduce adaptation) (Staw, Sandelands, & Dutton, 1981). The 

findings provide important guidelines to founding entrepreneurs. More specifically, 

considering strategic challenges as opportunities increases the odds of commercialization. 

Additionally, the dissertation builds upon Markman and Baron’s (2003) study, which 

highlighted the individual characteristics that improve the odds of venture success in that 

person–venture fit in diagnosing strategic situations could be important for strategic 

information processing. This dissertation focuses on an early and critical stage of strategic 

diagnosis by the founder. Finally, strategic diagnosis among founders enriches the recent 

literature on entrepreneurial interpretation (Barreto, 2012). Construing strategic 

challenges as opportunities (here, as positive-gain and controllable) is particularly 

beneficial when founders focus selective attention on commercialization and seek to fill 

informational gaps under limited information processing structures. 

 

5.1.4. Benefiting from Strategic Alliances 

A new venture can use its network relationships and its ability to make the most of these 

relationships as tools to improve the firm’s entry strategy, thereby enhancing its 

competitiveness and performance. By being proactive, innovative, and risk-taking, a new 

venture can get ahead of its competitors. The results from this research thus give rise to 

several important implications for new venture owners/managers and for policymakers 

and other actors supporting new venture creations. Prior research has elaborated on the 

risks to startups of collaborating with incumbents. These are said to include unintended 

knowledge spillovers that may affect the long-term survival of startups (Alvarez & 

Barney, 2001). Additionally, startups can lose control over their own resources (Forrest, 

1990), and the cultural clashes between the startup firm and alliance partners might 

curtail their ability to realize the true potential value of collaborations (Doz, 1988). Yet 

the literature seems to suggest that startups should be wary of entering partnerships with 

industry leaders (Dushnitsky & Shaver, 2009). In sharp contrast, this dissertation provides 

evidence that it is actually the weaker, lagging incumbents that pose the maximum threat 

to startups in terms of their technologies being imitated away. Front-runner incumbents 

appear to rely little on imitation, despite the benefits reported in the literature (Posen et 
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al., 2013), perhaps due to the desire to protect their reputation (Anokhin et al., 2013). 

Yet the benefits they provide to startups exceed those provided by the laggards. As such, 

startups seeking strategic benefits from collaboration with incumbents would be wise to 

choose strategic partners from among leaders and not those trailing behind.  

 

5.2. Reconceptualization of New Venture Performance   

Although prior studies have acknowledged that opportunity recognition leads to 

evaluating and/or exploiting opportunities (Shane & Venkataraman, 2000; Ardichvili et 

al., 2003; Lumpkin & Lichtenstein, 2005; Plummer et al., 2007), prior research on the 

opportunity concept has attached much importance to the outcome, which includes 

creating new firms (Shane, 2001) and developing new products (Choi & Shepherd, 

2004). McMullen et al. (2007) pointed out that an entrepreneur may be credited with 

discovering or creating an opportunity, but the person who discovers or creates the 

opportunity need not be the same person who exploits the opportunity and vice versa. 

Almost no studies have empirically tested these outcome effects. Using their conceptual 

framework, Shane and Venkataraman (2000) attempted to explain and predict the 

performance outcome (exploitation) as important, but this issue has attracted scarce 

attention from other entrepreneurship researchers. A conceptual study by Ardichvili et 

al. (2003) also highlighted the connection between the antecedents of opportunity 

recognition and the core process, with venture formation as the exploitation outcome. 

Future studies should empirically test analysis and exploitation as the leading outcomes of 

opportunity recognition. Moreover, this dissertation encourages researchers to explore 

additional novel outcome variables that have not yet been examined. Examples include 

firm founding (Ardichvili et al., 2003; Patel & Fiet, 2009).  

Neely et al. (1995) pointed out that performance is the process of quantifying action, 

whereas measurement is the process of quantification, and action leads to performance. 

Brush and Vanderwerf (1992) pointed out that the use of the term “performance” by 

researchers included many constructs measuring alternative aspects of performance. With 

the volume of literature on this topic steadily increasing, there appears little hope of 

reaching any agreement on basic terminology and definitions. The analysis of 

performance can take place at the individual, work-unit, or organization level. A study 

by Murphy et al. (1996) showed that most performance measures were related to one of 
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the following eight performance dimensions: efficiency, growth, profit, size, liquidity, 

success/failure, market share, and leverage. According to Venkatraman and Ramanujam 

(1986), business performance can be financial performance (sales growth, profitability, 

earnings per share, etc.) and financial + operational performance (market-share, new 

product introduction, product quality, marketing effectiveness, manufacturing value-

added, and other measures of technological efficiency within the domain of business 

performance). However, we still do not know enough about the performance outcome 

of new ventures at each phase of their development stage. For new ventures, the first 

fundamental challenge an entrepreneur faces is realizing sales. Realizing sales requires 

active boundary spanning across the firm with broader market and institutional 

stakeholders. Thus, this research specifically contributes to the entrepreneurship literature 

by using initial sales as an important milestone (Delmar & Shane, 2003; Murphy et al., 

1996; Reynolds & Miller, 1992). The initial sale hinges on how an opportunity is turned 

from an idea to success in the market with early customers (Dimov, 2007, 2010). The 

empirical testing has major implications for other studies contributing to the debate on 

the use and influence of causation and effectuation on performance outcomes. Also, the 

findings related to new venture performance add knowledge to research within new 

venture performance and survival. Studying strategic decision-making, networks, and 

capabilities enables further development of a broader perspective of the determinants 

influencing the success and survival of new ventures. 

 

5.3. Practical Implications 

This dissertation makes a key contribution to entrepreneurs or CEOs of new ventures. 

Scholars have affirmed that new ventures have always restrained competitiveness due to 

their liability of newness and limited in-house resources. Thus, it is difficult to launch 

new ventures and establish them in markets relying only on the availability of limited in-

house resources. It is therefore important for new ventures to think about their decision-

making approaches, capabilities, and, most importantly, strategic alliances to achieve 

performance.  

 

Specifically, this dissertation suggests that entrepreneurs should focus on the decision-

making approaches. More specifically, causation and effectuation are two established 

decision-making approaches that new ventures can consider when planning entry into 
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the market. The dimensions of both causation and effectuation help new ventures 

envision where they are and provide a better foothold in the whole process of 

establishing themselves, ultimately boosting performance. This research proposes that 

entrepreneurs can interpret an ambiguous environment as either an opportunity or a 

threat. This idea leads to categorizing the external environment as opportunities for 

“gain” or “control” and threats for “loss” or “uncontrol.” The results show that 

causation is more beneficial for new ventures if the entrepreneur perceives the 

environment as controllable. Likewise, effectuation is more beneficial when the 

entrepreneur perceives the environment as having potential gain. Second, this 

dissertation investigates the relationship between causation and effectuation decision-

making approaches in achieving new venture performance under the influence of 

entrepreneurial alertness. The literature suggests that causation and effectuation directly 

influence performance or outcomes (Sarasvathy, 2003). To the best of our knowledge, 

this is the first research that explores the role of entrepreneurial alertness in this direct 

equation. Thus, this dissertation shows that, when entrepreneurs with greater alertness 

adopt a causation approach, this leads to a better effect on performance than when 

entrepreneurs adopt an effectuation approach. 

  

Third, I also report that a new venture’s capabilities play an inevitable role in achieving 

performance. Earlier research has indicated that information-gathering influences founder 

interpretations and eventual labeling, that higher search time increases the perception of 

threat, and that accessing diverse information reduces perceptions of threat. Prior 

research has shown that small business owners target a narrow domain to maintain focus. 

Undoubtedly, relying on established information processing routines increases the 

performance that many ventures lack at founding. Fourth, construing strategic challenges 

as opportunities (positive-gain and controllable) helps founders power through early 

commercialization efforts. Thus, this dissertation indicates that founders can spend less 

time searching if they focus on gathering diverse information in a narrow domain of 

commercialization activities. Finally, environmental conditions can also affect the 

performance of new ventures. If a new venture operates in a hostile competitive 

environment, it needs to seek new opportunities and act quickly. Thus, when a nascent 

entrepreneur is in the position of starting a new company, he or she should consider 

which factors would make the startup easier. 
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5.4. Limitations and Suggestions for Future Research 

This research has a number of limitations. First, using the initial likelihood of sale is a 

novel dependent variable and provides a clear contribution to the present dissertation. 

However, future studies should take a longitudinal perspective toward sales over the first 

three or five years because of the lag-effect and other reasons (e.g., market acceptance of 

the product). Second, to draw more reliable inferences, this dissertation focuses on a 

short timeframe (three years after founding), draws only on founder firms without 

employees or other founders (to limit confounding from knowledge and schemas of 

others present in the firm), and focuses on a more imminent outcome (likelihood of sales 

in the first three years). Lastly, because this dissertation uses data from Swedish 

manufacturing ventures, the potential to generalize the findings is limited. Although the 

manufacturing industry is relevant for studying the proposed conceptual framework, the 

ventures in this study tend to be highly sensitive to the external environment. The 

influence of subjective interpretations by founders in other ventures from other 

industries could provide further validation or expand this contribution.  

 

Since the dissertation focuses on multiple factors, suggestions for future research are 

specific to each factor. First, testing respective hypotheses offers novel theoretical 

perspectives about why entrepreneurs are more or less effective in using causation and 

effectuation and how interpretation of the environment seems to be the key to 

leveraging effectuation or causation. This dissertation specifically highlights the need for 

future research to assess why high levels of causation and control are associated with a 

decrease rather than an increase in performance. Second, although the dissertation draws 

on the established strategic diagnoses framework by Thomas and McDaniel (1990), the 

nature of internal and external networks and information conduits needed for 

commercialization requires closer inspection. A founder’s role requires not only strategic 

formulation and response but also necessary sensegiving to employees and stakeholders to 

recursively adapt commercialization efforts. Thus, reactive sensemaking must be 

complemented with proactive sensemaking. Future research could delve into this 

complex relationship of information management in the early founding stages. 
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Third, despite the specificity in testing the proposed relationship, the way in which the 

information structure evolves in a venture remains unexplored in the proposed 

framework. Future research could explain the potential evolution of information 

processing in ventures once the initial hurdle of commercialization has been cleared. It is 

plausible that the founder’s early stage imprinting on knowledge processing could explain 

the long-term information processing structures in a firm. Such efforts may also further 

explain the transition from a state of adaptation in the commercialization phase to the 

evolution of adaptive capability over time. Finally, the research only focuses on threat- 

and opportunity-based labeling. The ensuing labeling, strategic options, and actions are 

also important. The dissertation could not assess specific actions taken after labeling that 

led to the outcome of sales. Future studies, possibly through policy capturing, could 

study the strategic alternatives considered and choices made. Because procedural 

rationality is less feasible in the early stages of a firm’s lifecycle, whether founders rely on 

intuition in making strategic choices remains an area that is open to further inquiry. 

Barreto’s (2012) research on entrepreneurial interpretation theory could provide an 

additional framework on the micro dynamics of strategic diagnosis. 

 

Fourth, new venture performance is the outcome variable in this dissertation. Scholars 

should follow up the performance outcome over time to see how the factors really 

influence new venture performance changes. Further, scholars should investigate which 

factors are most important during the early stages but not during more established stages 

and the other way around. Finally, the studies reported in this dissertation are empirical 

in nature. The findings reported herein could be validated by qualitatively testing the 

hypotheses in either the same or a new context such as established new firms. Future 

research could also contribute by seeking to develop our understanding of whether 

similar relationships apply in more established small firms. 
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