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Abstract

Recognition of opportunities is the initial stage in entrepreneurship, and the
effective exploitation of those opportunities, strategic decision making, adaptability,
and mobilization of resources is the basis for achieving sustainable growth.
Opportunity recognition is the traditional belief of the foundation of entrepreneurial
activity, but recent studies show that opportunity recognition alone does not lead to
venture success. Entrepreneurs have to be able to assess opportunities, obtain
resources, develop networks, adjust to the environment, and constantly innovate.
This chapter explores the process of moving from opportunity recognition to venture
growth from an integrated perspective. The chapter draws on Opportunity
Recognition Theory, Social Capital Theory, Effectuation Theory and Dynamic
Capabilities Theory to analyse how entrepreneurial networking, strategic decision
making, adaptability, and opportunity exploitation can foster sustainable business
growth. The chapter presents a conceptual model that integrates entrepreneurial
capabilities, environmental and institutional factors and their influence on the
performance of the venture. Moreover, the role of entrepreneurial ecosystem and
support system in supporting venture growth is discussed. The chapter's unique
value lies in the detailed framework that it presents and explains how opportunities
become translated into sustainable entrepreneurial outcomes.
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Introduction

Entrepreneurship has become one of the most important factors of economic
development, innovation, job creation and social change. Entrepreneurs add value by
recognizing opportunities and turning them into products, services, technologies,
and/or business models that customers in the marketplace want. But, there's a lot
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more to the entrepreneurial journey than simply identifying opportunities. The majority
of entrepreneurs find good ideas but are unable to move forward with them into
successful businesses due to the lack of the skills and resources needed to
implement, adapt and grow the business.

The traditional entrepreneurship research focused mainly on the opportunity
recognition as the one thing that makes an entrepreneurial activity. Scholars
contended that entrepreneurship is about seeing what others don't see. While the
process of opportunity recognition is still an important aspect of entrepreneurship, the
importance of entrepreneurial action, resource mobilization, adaptability, and
strategic decision-making in the field of entrepreneurship have attracted growing
attention in recent research.

The process from identifying an opportunity to growing the venture is not
straightforward nor is it automatic. Entrepreneurs face uncertainty, have to find
resources, build relationships, control risks and constantly adjust to the market.
These processes demand entrepreneurial capacities beyond identifying an
opportunity. Recent empirical studies have shown that entrepreneurial networks
improve opportunity recognition and dynamic capabilities and thus help to sustain
business model innovation and competitiveness.

This chapter presents a holistic view of venture growth based on combining a
number of theoretical viewpoints. In particular, it explores the interactions between
opportunity recognition, entrepreneurial networking, strategic decision making,
adaptability, opportunity exploitation, dynamic capabilities and entrepreneurial
ecosystems and their impact on entrepreneurial success. The chapter makes a
significant contribution to the entrepreneurship literature by offering an integrated
conceptual model of how entrepreneurial capabilities, environmental and institutional
variables interact to shape the performance of ventures.

Opportunity Recognition Theory
. Understanding Entrepreneurial Opportunities

Opportunity Recognition Theory implies that entrepreneurship starts with the
recognition of opportunities that have the potential of value creation. Market
imperfections, technological improvements, demographic changes, regulatory
changes and unmet customer needs are all opportunities. Shane and Venkataraman
(2000) believed that an understanding of the nature of entrepreneurship is essential
in understanding the discovery, evaluation and exploitation of opportunities.
Opportunities are not seen the same by everyone. Entrepreneurs come in different
shapes and sizes, and they have varying abilities to look for patterns, understand
information and think about the future.
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Entrepreneurial opportunities arise in the following ways:
= Technological innovations

» Market inefficiencies

» Social transformations

= Regulatory changes

= Customer dissatisfaction

= Emerging trends

Opportunities are recognized, for example, through learning, experience,
thought capacity and information. Baron (2006) defined opportunity recognition as a
process of pattern recognition, in which entrepreneurs link pieces of information
together to discover potential business opportunities.

. Entrepreneurial Alertness

Entrepreneurial alertness was coined by Kirzner (1973) who defines the
entrepreneur as someone who is especially attuned to opportunities that others miss.
Entrepreneurial alertness includes:

»= |Information scanning

= Pattern recognition

= Opportunity evaluation

= Environmental awareness

Super-alert entrepreneurs are more likely to see an opportunity before the
competition. Tang, Kacmar, and Busenitz (2012) discovered that entrepreneurial
alertness is indeed a significant predictor of opportunity recognition and
entrepreneurial venture creation.

The opportunity recognition process can be summarized as follows.

The opportunity recognition is not a one-time occurrence, rather it is a
process of:

= |nformation acquisition
= Knowledge integration
= Opportunity evaluation
= Opportunity development

This is the basis of further entrepreneurial activities. Ardichvili, Cardozo, and
Ray (2003) suggested that opportunity identification and development is an iterative
process of learning and improvements.
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Entrepreneurial Networking and Social Capital
. The Importance of Networks

Business owners do not always succeed without the help of others. Most
companies use networks to access information, resources, expertise, legitimacy and
opportunities. Networking involves building and sustaining relationships with
stakeholders such as:

= Investors

= Customers

= Suppliers

= Mentors

* Industry experts

= Government agencies

= Universities

= Entrepreneurial communities

These relationships play an important part in the venture development.
Elfring and Hulsink (2003) proved that entrepreneurial networks are important
contributors to opportunity recognition and resource mobilization.

. Social Capital Theory

According to Social Capital Theory, resources can be found within social
networks that provide value for individuals and organizations. The social capital is
given to the businessmen:

» Information Capital: Market intelligence and industry knowledge.

= Financial Capital: Linkage to financial investors, lenders and sources of
finance.

= Human Capital: Skilled workforce and expertise.
. Relational Capital — relationship trust that enables collaboration.

Empirical studies have consistently revealed positive relationship between
entrepreneurial social capital and venture performance. According to Stam, Arzlanian
and Elfring (2014), social capital can have a significant positive effect on the
performance of companies due to better access and exchange of resources and
knowledge.

) The Theory of Strong and Weak Ties
Granovetter (1973) distinguished between:
= Strong Ties: Close relationships in which there is trust and support.

= Weak Ties: Relationships that are more broadly distributed that offer
variety of information and opportunities.
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The successful entrepreneurs use both types of ties. Good connections give
stability and emotional support. Weak ties are important for innovation and finding
opportunities. Ozgen and Baron (2007) demonstrated that processes of opportunity
recognition are greatly shaped by social sources of information.

. Networking and Growth of the Venture Business
Networking helps to the growth of the venture in the following ways:
= Opportunity identification
= Resource acquisition
= Knowledge transfer
=  Strategic partnerships
= Market access
= |nnovation support

Thus, networking acts as an important linkage between the opportunity
recognition and the opportunity exploitation. Recent studies suggest that
entrepreneurial networks have a positive effect on both dynamic capabilities and
opportunity recognition and these serve as a link to sustainable business model
innovation.

Learning for strategic decision-making under uncertainty.
. Entrepreneurship and Uncertainty

Entrepreneurs exist in an environment of uncertainty and incompleteness of
information. Strategic decisions involve:

= Market selection

=  Product development
= Resource allocation

* Financing

= Growth strategies

= Technology adoption

These choices are often made in the absence of information about the future
consequences. McMullen and Shepherd (2006) stressed that entrepreneurship
action is an inherent phenomenon of dealing with uncertainty and making decisions
with incomplete information.

The difference between the traditional and entrepreneurial decision making.

Traditional strategic management assumes the setting is fairly static. The
very nature of entrepreneurship is that prediction is challenging. As a result,
entrepreneurs have to use other means of making decisions.
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. Effectuation Theory

Sarasvathy (2001) suggested the theory of effectuation for decisions in the
context of uncertainty in entrepreneurship. Effectuation emphasizes:

= Means Orientation: To begin with the resources available.
= Affordable Loss: Minimizing risk on the downside.
= Strategic Partnerships: Building commitments from stakeholders.

= Making the best of Contingencies: Taking advantage of unexpected
events.

Effectual reasoning is often employed by entrepreneurs when they approach
uncertain markets. Read et al. (2009) showed that effectual marketing approaches
work better than traditional marketing planning in a very uncertain context.

. The ability to think strategically and engage in growth
Strategic decision making is effective in contributing to:
= Resource optimization
= Competitive advantage
= Innovation
» Market expansion
= Organizational resilience

Effective decision making puts entrepreneurs in a better position to convert
the opportunity to a sustainable business. Covin and Slevin (1989) conducted a study
showing that the strategic management practices are significant in the determination
of the performance and growth of small firms.

Being adaptable is a prerequisite for Business Model Innovation.
Adaptability in Entrepreneurship

Adaptability is the capacity to adjust behaviours, strategies and business
models to changes in the environment. Entrepreneurs exist in the dynamic
environment, which is marked with:

. Technological disruption

. Changing customer preferences
. Competitive pressures

. Regulatory developments

It is adaptability that helps to keep an entrepreneur competitive in such
circumstances. Eisenhardt and Martin (2000) claimed that adaptability is necessary
for the competitiveness in fast-changing markets.
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Business Model Innovation

Business model innovation is the redesigning of the value creation, delivery
and capture of an organisation. Examples include:

. Digital transformation

. Platform-based business models
. Subscription services

. Sharing economy models

Entrepreneurial adaptability is sometimes the source of a business model
innovation. Established by recent research, entrepreneurial networks support
sustainable business model innovation by increasing the dynamic capabilities and
opportunity recognition.

Learning and Adaptation
Entrepreneurs continually learn from:

o Customers

. Competitors

. Employees

o Market feedback
Learning enables:

. Strategic adjustments

. Process improvements

. Product innovations

. Market repositioning

Adaptability can thus be seen as a way for businesses to stay relevant and
competitive. Baker and Nelson (2005) showed how entrepreneurs improvise and
adaptively bricolage to create resources.

Opportunity Exploitation Mechanisms
. Recognition to Action

An opportunity is only valuable if an entrepreneur takes action on it.
Opportunity exploitation involves:

= Resource mobilization
=  Market entry

=  Product development
=  Customer acquisition

= Revenue generation

Shepherd and Gruber (2021) argued that it is the entrepreneurial action that
converts the identified opportunities into actual outcomes.
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. Resource Mobilization

Entrepreneurs must have access to:
= Financial resources

= Human resources

= Technological resources

= Social resources

Resource mobilisation converts an opportunity to an operational venture.
Hoang and Antoncic (2003) concluded that resource mobilization from a network is
an important determinant of being a successful entrepreneur.

. Market Entry

Key market entry decisions that must be made for successful exploitation
include those related to:

= Timing
= Positioning
= Pricing
= Distribution
. Scaling and Growth
Exploiting opportunities is not just for the first launch. Entrepreneurs must:
= Expand operations
= Improve efficiency
= Develop capabilities
=  Strengthen competitive advantages

These activities are directly related to the growth of the enterprise. Lumpkin
and Dess (1996, 2001) have shown that the entrepreneurial orientation has a
significant relationship with the performance and growth of a firm.

Dynamic Capabilities Perspective
. Dynamic Capabilities Theory

Dynamic Capabilities Theory is the theory that describes the ways in which
organizations become and remain competitive in the midst of dynamic change.
Dynamic capabilities are made up of (Teece, 2007):

» Sensing: Identifying opportunities & threats.
» Seizing: Resources mobilisation to grab opportunities.
= Transforming: Changing the organizational capabilities.

The book addresses the interface between Dynamic Capabilities and
Entrepreneurship.
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Dynamic capabilities play a key role for entrepreneurs, as they face uncertain
environments. Opportunity recognition is related to sensing. Seizing is accomplished
through networking and strategic decision making. Adaptability facilitates
transformation. It is a helpful lens with which to view sustainable venture growth.

Zahra, Sapienza and Davidsson (2006) contended that dynamic capabilities
are especially relevant for entrepreneurial companies that are pursuing international
development.

. Dynamic Capability Development
Dynamic capabilities are built by entrepreneurs by means of:
= Experience
= Learning
= Experimentation
=  Networking
* Innovation

The value of these capabilities increases as ventures become larger.
Dynamic capabilities are the basis of sustainable competitive advantage of firms in
dynamic markets as demonstrated by Teece, Pisano and Shuen (1997).

Integrated Conceptual Model
The chapter suggests the following conceptual model:
. Stage 1: Opportunity Recognition
= Entrepreneurial alertness
= Environmental scanning
= Market sensing
. Stage 2: Entrepreneurial Networking
= Social capital
= Resource access
» Information exchange
. Stage 3: Strategic Decision-Making
= Opportunity evaluation
= Risk assessment
= Resource allocation
. Stage 4: Opportunity Exploitation
= Venture creation
= Market entry
= Resource mobilization
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. Stage 5: Adaptability & Innovation
= Learning
= Business model innovation
»  Strategic flexibility
. Stage 6: Venture Growth
* Financial performance
» Market expansion
= Competitive advantage
= Sustainability
Moderating Factors:
= Entrepreneurial ecosystems
» Institutional support
= Technology availability
= Economic conditions
» Industry characteristics

In this model, it emphasizes the interconnection of entrepreneurial
development. New empirical research backs up similar holistic models that connect
networks with the development of dynamic capabilities and opportunity recognition to
sustainable performance.

Entrepreneurial Ecosystems & Support Systems
. Entrepreneurial Ecosystems

Entrepreneurial ecosystems are composed of institutions, organizations and
people that facilitate entrepreneurial activities. Components include:

= Universities

= |ncubators

= Accelerators

= |nvestors

= Government agencies
» |ndustry associations

Good ecosystems support businesses to grow. Isenberg (2010) stressed the
importance of ecosystems to foster entrepreneurship success. Stam (2015) and
Spigel (2017) further expanded on ecosystems frameworks focusing on the relational
and institutional aspects.
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. Government Support
Governments promote entrepreneurship through:
= Financial incentives
= Startup grants
» Tax benefits
= Regulatory reforms

These initiatives help in easing the limitations to entrepreneurship.
Audretsch, Belitski, and Caiazza (2021) revealed that startup growth is significantly
boosted with the support from the ecosystem.

. Incubators and Accelerators
Incubators provide:
» Infrastructure
=  Mentorship
= Networking opportunities

Accelerators offer intensive programs for a quick venture development.
Successful regions have entrepreneurial support infrastructure, as shown by Cohen
(2006).

Venturing into the world of innovation and entrepreneurship through
universities.

Universities contribute through:

= Research commercialization

= Entrepreneurial education

= Technology transfer

= |nnovation partnerships

Roundy, Bradshaw and Brockman (2018) demonstrated that ecosystems are
effective in creating innovation by building collaborative networks. Entrepreneurial

ecosystems thus boost opportunity recognition, resources mobilization and venture
growth.

Future Research Agenda
A number of directions are warranted for further inquiry:

. Longitudinal Studies: There is a need for researchers to study the changes
in entrepreneurial skills over time.

) Digital Entrepreneurship: There is a need for future research on
opportunity recognition/adaptation in digital environment. The digital
affordances in entrepreneurship have been emphasized by Nambisan (2017)
and Autio et al. (2018).
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. Artificial Intelligence and Entrepreneurship: Al revolutionizing opportunity
identification, decision-making and innovation.

. Cross-Cultural Entrepreneurship: Research can be carried out to examine
the impact of cultural factors on networking and opportunity exploitation.

. Entrepreneurial Resilience: Psychological factors that aid in the growth of a
venture should be given more attention.

. Ecosystem Dynamics: Future research should take into account the
interactions between ecosystem actors.

. Sustainability-Oriented Entrepreneurship: Research should focus on how
entrepreneurs incorporate the environment and social goals into their
business development and growth strategies.

. Dynamic Capabilities Development: More research is needed to gain
insights into entrepreneurs' development of and deployment of dynamic
capabilities.

Conclusion

The ability to see opportunity is not everything that is needed to become a
successful entrepreneur. While opportunity recognition is the initial step in
entrepreneurship, growth of the venture requires the capability of the entrepreneurs
to mobilise resources, develop networks, making decisions strategically, and
adjusting constantly to the changing environments.

The chapter used the theories of Opportunity Recognition Theory, Social
Capital Theory, Effectuation Theory and Dynamic Capabilities Theory to understand
how entrepreneurial opportunities can turn into sustainable ventures. Networking is a
source for resources, information, and legitimacy. Opportunity evaluation and
resource allocation are driven by strategic decision-making. Adaptability is a powerful
enabler for business model innovation and organisation resilience. Entrepreneurs’
dynamic capabilities help them to sense, seize, and transform opportunities in a
changing environment.

The proposed conceptual framework shows that the growth of a venture can
be viewed as a multi-faceted phenomenon, one that involves the interplay among
entrepreneurial cognition, social relationships, strategic behaviour and environmental
support systems. Finally, in order to sustain the growth of a venture, the recognition
of opportunities must be complemented by their successful exploitation, adaptation
and permanent renewal in the midst of changing entrepreneurial ecosystems.
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