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Abstract: Debate in management research on the status of the opportunity construct is 
now more than a decade old. We argue that the debate has led to little additional insight 
in entrepreneurship and we develop the case for abandoning the construct altogether. 
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ized in the “Beliefs-Actions-Results” (BAR) framework.  
 
Keywords: entrepreneurship, opportunities, judgment, uncertainty, construct validity 
 
 
We thank Sharon Alvarez, Jay Barney, Per Davidsson, Dimo Dimov, Russ McBride, 
Matt Wood, Shaker Zahra, and participants in various “opportunity wars” symposia for 
helpful comments and suggestions on these ideas.  

  



1 
 

INTRODUCTION 

Academic interest in entrepreneurship dates back at least to the Spanish Scholastics and Richard 

Cantillon (1755), but only recently has entrepreneurship become a specialized field of research. 

As the academic discipline of entrepreneurship emerged in the 1970s and 1980s, it was mostly 

descriptive, focused on the small-business management, the emergence of new companies, and 

individual-level creativity. As the field matured, scholars began building more explicitly on the 

theoretical insights of prominent economists and other scholars such as Israel Kirzner, Frank 

Knight, Ludwig von Mises, F. A. Hayek, Joseph Schumpeter, Herbert Simon, Richard Nelson, 

and Sidney Winter (Foss & Klein, 2015).1 Measured by impact on contemporary entrepreneur-

ship research, the most significant of these is Kirzner, whose concept of entrepreneurial discov-

ery or alertness (Kirzner, 1973), became the basis of the “opportunity recognition” or “oppor-

tunity discovery” approach that dominates the entrepreneurship textbooks and much of the re-

search literature.2 More generally, a focus on opportunities—their discovery, evaluation, and ex-

ploitation—has become extremely influential in entrepreneurship research (Shane & Venkata-

raman, 2000; Shane, 2003; Eckhardt & Shane, 2003; Short, Ketchen, Shook, & Ireland, 2010).  

Shane and Venkataraman (2000: 220) define entrepreneurial opportunities as “those situ-

ations in which new goods, services, raw materials, and organizing methods can be introduced 

and sold at greater than their cost of production.” With opportunities as the unit of analysis, en-

trepreneurship research then centers upon three key questions, namely why, when, and how 1) 

                                                           
1 Whether various strands of contemporary entrepreneurship literature really incorporate the essence of these foun-
dational works, or simply appropriates their names for legitimacy, is an open question; Kirzner (2009), for instance, 
demurs that “my own work has nothing to say about the secrets of successful entrepreneurship. My work has ex-
plored, not the nature of the talents needed for entrepreneurial success, not any guidelines to be followed by would-
be successful entrepreneurs, but, instead, the nature of the market process set in motion by the entrepreneurial deci-
sions (both successful and unsuccessful ones!). 
2 Foss and Klein (2010) review the history of the “alertness” idea in entrepreneurship studies. Klein and Bylund (2014) 
discuss Kirzner’s influence more specifically.  
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entrepreneurial opportunities arise, 2) certain individuals and firms and not others discover and 

exploit opportunities, and 3) different modes of action are used to exploit those opportunities 

(Shane & Venkataraman, 2000: 218). This is an ambitious and sweeping research program; yet, 

in practice, research within it mainly considers the antecedents of opportunity discovery associ-

ated with start-ups (Foss & Klein, 2012: 223-27; Foss & Lyngsie, 2014). 

Debate in management research on the status of the opportunity construct is now more 

than a decade old.3 In an early call for more debate, McMullen, Plummer, and Acs (2007: 273) 

noted that  

a good portion of the research to date has focused on the discovery, exploitation, 

and consequences thereof without much attention to the nature and source of op-

portunity itself. Although some researchers argue that the subjective or socially 

constructed nature of opportunity makes it impossible to separate opportunity 

from the individual, others contend that opportunity is as an objective construct 

visible to or created by the knowledgeable or attuned entrepreneur. Either way, a 

set of weakly held assumptions about the nature and sources of opportunity ap-

pear to dominate much of the discussion in the literature. 

Following the call of McMullen et al., many critical voices have raised fundamental 

questions about the nature of the opportunity construct (Klein, 2008; Dimov, 2011; Klein & By-

lund, 2014; Davidsson, 2015; Kitching & Rouse, 2016). Indeed, much discussion has concen-

trated on the issue of the nature of opportunities, as exemplified by this symposium.4 We have 

                                                           
3 In economics, the debate harks back at least to the 1970s (Loasby, 1982; Lachmann, 1986). 
4 See also the debate in the October 2017 issue of the Academy of Management Review, with contributions from 
Alvarez, Barney McBride and Wuebker; Berglund and Korsgaard; Foss and Klein; and Ramoglou and Tsang. The 
exchange between Davidsson and Wood in the June 2017 issue of Journal of Business Venturing Insights is also 
valuable.  
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also contributed to this debate (Foss & Klein, 2010, 2012, 2017). Our main point has been to 

highlight the centrality of uncertainty to the entrepreneurial process and to argue that these attrib-

utes are obscured by the opportunity construct. Opportunities can at best be manifest ex post, 

when entrepreneurial outcomes are successful. What entrepreneurship scholars mean by “oppor-

tunity” is simply a business idea, plan, or belief, which may or may not turn out as the entrepre-

neur imagines. Calling them opportunities not only violates the dictionary (and conventional) use 

of the term, it also misleads researchers and practitioners to think entrepreneurship is easy—all it 

takes is a good idea.  

While these issues are fundamental to the field, we are not sure the controversy has done 

much to advance the theory of entrepreneurship, which seems to be fragmenting into different 

and competing strands emphasizing individual characteristics, market imperfections, effectual 

learning, resource constraints, and more. Why is the field going through these growing pains? 

One likely underlying motivation is the belief that constructs must be “ontologically 

grounded”—that is, they must closely mirror something in the real world—to be useful.5 Put dif-

ferently, researchers are concerned about construct validity, and the opportunities debate may be 

a struggle to define what and how we measure in entrepreneurship research.  

Our proposed solution to these problems is get rid of the opportunity construct altogether 

(e.g., Foss & Klein, 2005, 2010, 2012, 2017; Klein, 2008). We suggest an alternative framework, 

described below, centered upon the entrepreneur’s beliefs, actions, and results. Our arguments 

are motivated not by ontological or even epistemological concerns, but by more pragmatic ques-

tions about organizing constructs: What purposes do constructs serve, and how do they advance 

scientific progress?  

                                                           
5 See Davidsson (2017a, 2017b) and Ramoglou and Tsang (2017) for a spirited debate on the ontological point. 
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To allow for cumulative growth of knowledge, all fields need central organizing con-

structs (Lakatos, 1970). Constructs serve several roles. Methodologically, they help identify, cat-

egorize and explain phenomena of interest; identify appropriate research methods; and—because 

constructs imply boundaries—assist with organizing the relevant research literature. Economics 

constructs such as equilibrium and utility or profit maximization serve such purposes. Sociologi-

cally or institutionally, constructs help define a field; they allow scholars to identify with a field 

and they give the field legitimacy. The opportunity construct has certainly served this role in the 

entrepreneurship area as it emerged in the last two or three decades. As Short et al. (2010: 40) 

put it, “opportunities are one of the key concepts that define the boundary and exchange condi-

tions of the entrepreneurship field.” 

Constructs serve as points of demarcation because they exclude (research questions, 

methods, mechanisms, data sources). There are benefits as well as costs to such exclusion. Ex-

clusion draws our attention to aspects of a phenomenon (e.g., economists and sociologists study 

different aspects of markets) and thereby help maintain research focus, exploiting economies of 

specialization. On the other hand, however, exclusion may block our vision and hinder progress 

in important areas. For example, the “representative firm” construct of microeconomics (which 

came to mean that all firms in an industry were identical) carried over to industrial organization 

made it hard for economists and for strategy scholars to conceptualize firm-level heterogeneity.  

We argue below that something similar applies to the opportunity construct in entrepre-

neurship research. While the construct offers important benefits, in helping narrowing the focus 

and giving the field legitimacy, it also imposes substantial costs, and these have potentially 

harmful effects on entrepreneurship research, teaching, and practice. Call these the “opportunity 

costs of the opportunity construct.” Here we restate some of our earlier misgivings regarding the 
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opportunity construct and suggest reorienting entrepreneurship research from an individual-op-

portunity nexus to a “(resource) heterogeneity-uncertainty nexus.” This implies a simple frame-

work based on “beliefs, actions, and results” (BAR).  

THE OPPORTUNITY COSTS OF THE OPPORTUNITY CONSTRUCT 

Critiques of the Opportunity Construct 

Critiques of the opportunity-recognition or opportunity-discovery approach can be char-

acterized as on ontological, epistemic, and methodological. In the first category is Alvarez and 

Barney’s (2007) argument that opportunities do not always exist prior to action, but must be cre-

ated, subjectively, by entrepreneurial imagination and effort. “Discovery entrepreneurs” focus on 

predicting systematic risks, formulating complete and stable strategies, and procuring capital 

from external sources. “Creation entrepreneurs” apply iterative, inductive, incremental decision 

making, are comfortable with emergent and flexible strategies, and are more likely to rely on in-

ternal finance.6  

The “effectuation” approach belongs to the second category. Effectuation builds on the 

ideas of Simon, Knight, and is associated in particular with the work of Saras Sarasvathy (2008). 

Effectuation focuses on cognition and how entrepreneurs perceive the future. Entrepreneurs are 

viewed not as formulating a goal and then assembling the resources necessary to obtain it, but as 

acting cautiously, incrementally, and experimentally. “Effectual reasoning” involves starting 

with resources at hand, imagining potential actions and outcomes, and choosing outcomes with 

the smallest affordable loss.  

                                                           
6 Ramoglou and Tsang (2016) try to elide this controversy by defining opportunities as “propensities,” and thus nei-
ther objective nor socially constructed (see also Foss & Klein, 2017). 
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Our critiques are mainly methodological. Building on Cantillon (1755), Knight (1921), 

and Mises (1949), we have questioned the very notion of opportunities, finding the opportunity 

metaphor redundant at best, misleading at worse. Our recent book, Organizing Entrepreneurial 

Judgment: A New Theory of the Firm (Foss & Klein, 2012), is dedicated to reconstructing, elabo-

rating, and extending what we call, following Knight and Mises, the “judgment-based view” 

(JBV). In this approach, entrepreneurship is conceptualized as judgmental decision-making 

which takes place in a market setting under uncertainty. Entrepreneurs combine heterogeneous 

assets, which differ in their attributes, and deploy these assets within a firm to the production of 

new offerings they hope will satisfy customer wants, generating profits. Rather than pursuing op-

portunities—which are only realized ex post, after profits and losses are realized—entrepreneurs 

pursue profits, and try to avoid losses, by anticipating future market conditions.  

We call opportunities metaphorical because “opportunity” is just another way of describ-

ing successful outcomes, not a separate concept. In everyday language, when we say, “John real-

ized a profit opportunity by introducing his new product,” we simply mean, “John introduced a 

new product and it turned out his expectations were correct, generating revenues in excess of 

costs.” Our argument is not that opportunities exist, but only at a later stage of the process, but 

that the word “opportunity” adds nothing to the more straightforward language of beliefs, ac-

tions, and results. 

Before presenting the judgment-based view in greater detail, we outline an additional set 

of methodological critiques of the opportunity construct. These are fundamentally pragmatic and 

center on the role of the opportunity construct in theory development.  
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Biases in Opportunity Research 

The opportunity recognition or opportunity discovery stream promises sustained inquiry 

into the nature of entrepreneurial opportunities, who exploits them, and how exploitation takes 

place (Shane & Venkataraman, 2000: 218). We think the program has only been partly success-

ful at developing this agenda, and the emphasis on opportunities may be partly to blame.   

What is the thing that the entrepreneur discovers or creates? In Kirzner’s (1973, 1997) 

formulation, price differentials (spatially or temporarily) create what are essentially arbitrage op-

portunities. The “alert” entrepreneur spots and seizes these objectively existing opportunities be-

fore other actors. The purpose of Kirzner’s theory, however, is not to explain entrepreneurial ac-

tion per se, but to offer a macro-level account of market equilibration; if alert entrepreneurs are 

present, waiting to exploit profit opportunities resulting from disequilibrium, then this disequilib-

rium cannot last for long (Foss & Klein, 2010). Oddly, Kirzner’s “pure entrepreneur” does not 

own any assets (Rothbard, 1985; Salerno, 2008). He has no interest in teams or in firms. Uncer-

tainty plays no role in this account, because opportunities are objective and known as soon as 

they are discovered, and there is no possibility of loss, because there is no investment (the worst 

that can happen is that an entrepreneur fails to recognize an opportunity, neither gaining nor los-

ing). There is no explicit attempt to disentangle the discovery, evaluation, and exploitation of op-

portunities; rather, these are parts of the same Gestalt. Thus, the entrepreneur in Kirzner’s theory 

should not be mistaken for the real thing; it is a device that is used to explain equilibration, and 

that is it. 

Of course, management scholars building upon Kirzner’s ideas have added their own psy-

chological, experiential, demographic, or network-related factor to the explanation, typically as 

antecedents of opportunity discovery (e.g., Shane, 2000; Gaglio & Katz, 2001; Choi & Shepherd, 
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2004; Ardichvili, Cardozo, & Ray, 2003; Baron & Ensley, 2006). But the resulting theories share 

key features of Kirzner’s approach. In particular, while there are healthy and growing literatures 

dealing with opportunity evaluation (e.g., Keh, Foo & Lim, 2002; Wood & Williams, 2014) and 

exploitation (e.g., Choi, Levesque & Shepherd, 2008; Hmieleski & Baron, 2008; Godley, 2013; 

Godley & Casson, 2015), the initial act of recognition or discovery continues to receive the 

lion’s share of attention.7  

The main empirical manifestation of entrepreneurship, in this approach, continues to be 

the act of starting a new company; there is much less little interest in understanding how estab-

lished firms engage in the discovery, etc. of opportunities (which is relegated to the subfields of 

corporate entrepreneurship or “intrapreneurship”). The main emphasis also continues to be the 

individual entrepreneur rather than the entrepreneurial team (see, further, Foss & Lyngsie, 2014).  

These biases may derive from measurement issues. Thus, focusing on the discovery or 

recognition of an opportunity by an individual means that the exercise of entrepreneurship is lo-

cated at a point in time (Dimov, 2007). In contrast, if entrepreneurship is a messy process involv-

ing the interaction of many individuals with more or less concrete ideas and experimenting with 

available resources and different ways of sourcing them (“evaluating” opportunities), attempting 

to arrive at something more definite (“exploiting opportunities”), as in the effectuation approach 

(Sarasvathy, 2008), measurement is much more complicated. However, we argue that it is the 

emphasis on the “opportunity” that ultimately produces the above biases (and the more so, the 

more the “objective” nature of opportunities is stressed).  

                                                           
7 A Google Scholar search conducted February 8, 2018 returns 22,300 results for “opportunity recognition,” with 
another 4,190 for “opportunity discovery” and 4,570 for “entrepreneurial alertness.” A search for “opportunity evalu-
ation” yields 3,740 hits and “opportunity exploitation” returns 3,900. 
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Opportunity Costs of Opportunity Research 

If “opportunities” exist “out there,” it is easy to jump to the conclusion that they just need 

to be recognized (presumably, “evaluation” is part of this) and that exploitation is a minor prob-

lem. This could explain why opportunity discovery research has emphasized the recognition and 

downplayed the exploitation of opportunities. If opportunities exist in, as it were, “ready-made” 

form, there is less of a need for a process of social interaction in a team of entrepreneurial indi-

viduals (Harper, 1998), and little need for a process of experimenting with resources (Sarasvathy, 

2008) and contractual and governance forms (Foss & Klein, 2005, 2012). This, in turn, explains 

why there has been more interest in individuals and startups than entrepreneurial teams, eco-

nomic organization, and established companies as agents of entrepreneurship in the opportunity 

discovery approach.  

A more basic problem is that, opportunity, in the dictionary sense, always refers to objec-

tive conditions. (“The invitation to participate in this symposium gives us the opportunity to ex-

press our reservations about opportunities.”) It is certainly true that practitioners use this kind of 

language to describe business ideas, market conditions, and so on (Ramoglou & Tsang, 2017). 

But it is wise to remind practitioners, as well as scholars and students, that these “opportunities” 

are imagined, not real; ex ante, there are only actions and possible results, not preexisting oppor-

tunities. In other words, entrepreneurship is fundamentally action under uncertainty, and oppor-

tunity language deemphasizes this uncertainty, to the detriment of theory and practice. 

Of course, the existence of “deep” uncertainty doesn’t mean action is hopeless, or results 

are random. On the contrary, entrepreneurial action can be bold and decisive; that’s exactly what 

judgment entails. Uncertainty simply means that decision-making cannot be modeled as if it 
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were choice under probabilistic risk; it doesn’t mean entrepreneurs are always or even mostly in-

correct in their intuitive understandings of the future. Nor does uncertainty mean that reality is 

subjective; on the contrary, the judgment-based view is fully compatible with ontological real-

ism. Objective market conditions (what Davidsson [2015] calls “external enablers”) are central 

to the results of entrepreneurial action, but this still does not make “opportunities” real.  

Placing uncertainty front and center allows us to think systematically about how entrepre-

neurs peer into the uncertain future. Packard et al. (2017), for example, show that entrepreneurs 

can reduce uncertainty either by selecting on a narrow set of means, anticipating all the possible 

ends of those means (akin to effectuation), or focus on a few target outcomes, being more open 

about potential means. There are many possible ways to dimensionalize and systematize our 

thinking about uncertainty (Milliken’s [1987] well-known distinction between state, response, 

and environmental uncertainty is another). A focus on opportunities, either discovered or created, 

renders mute these kinds of conversations, and misleads practitioners and students into thinking 

that entrepreneurship is easy—all you have to do is find the right opportunity! 

Opportunity language also creates an artificial distinction between entrepreneurship and 

the theory of the firm, strategic management, organizational behavior, and other firm-level phe-

nomena (Foss & Klein, 2005). In contrast, the judgment-based view, with its emphasis on re-

sources and governance, provides a more natural link between entrepreneurship and the re-

source-based, transaction-cost, and property rights views of the firm and firm strategy. Knight 

(1921, p. 271) argued that judgmental decision-making is inseparable from responsibility and 

control, that is, ownership and direction of a business venture. “The essence of enterprise is the 
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specialization of the function of responsible direction of economic life. . . . Any degree of effec-

tive exercise of judgment, or making decisions, is in a free society coupled with a corresponding 

degree of uncertainty-bearing, of taking the responsibility for those decisions.” 

THE JUDGMENT-BASED ALTERNATIVE 

Foundations: The Heterogeneity-Uncertainty Nexus 

To make progress, entrepreneurship theory needs more than core constructs; it needs to 

embed these constructs in a web of other constructs, assumptions, etc. (Quine, 1969). For exam-

ple, the opportunity discovery perspective of Shane (2003) and his followers highlights the “indi-

vidual-opportunity nexus.” The effectuation approach associated with Sarasvathy (2008) is based 

on the organizing ideas that entrepreneurs start with what they have; they cooperate with parties 

who, because these are willing to commit, are (highly) trustworthy; entrepreneurs look at how to 

leverage contingencies in a way that is beneficial to them; and they are skilled at integrating 

these different modes of behavior.   

The basic organizing assumptions of our judgment-based view (JBV) is that entrepre-

neurs are individuals who seek to combine heterogeneous resources in the pursuit of profit under 

genuine uncertainty. Thus, the JBV combines the Austrian School’s emphasis on capital hetero-

geneity (Menger, 1871; Mises, 1949; Lachmann, 1956) with the Knightian emphasis on uncer-

tainty (Knight, 1921). As Lachmann (1956: 16) puts it, “We are living in a world of unexpected 

change; hence capital combinations . . . will be ever changing, will be dissolved and reformed. In 

this activity, we find the real function of the entrepreneur.” In fact, as Lachmann (1956: 16) 

points out, real-world entrepreneurship consists primarily of choosing among combinations of 

heterogeneous capital assets: 
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[T]he entrepreneur’s function ... is to specify and make decisions on the concrete 

form the capital resources shall have. He specifies and modifies the layout of his 

plant. ... As long as we disregard the heterogeneity of capital, the true function of 

the entrepreneur must also remain hidden. 

It is useful, in this regard, to characterize resources using Barzel’s (1997) idea of attrib-

utes. Attributes are characteristics and possible uses of assets, as perceived by an entrepreneur. 

Capital assets are heterogeneous to the extent that they have different, and different levels of, 

valued attributes. Attributes may also vary over time, even for a particular asset. In a world of 

“true” uncertainty, entrepreneurs are unlikely to know all relevant attributes of all assets when 

production decisions are made. Nor can the future attributes of an asset, as it is used in produc-

tion, be forecast with certainty. These emerge because of entrepreneurs gaining insight in what 

can be done with the assets they control. In other words, whereas (resource) heterogeneity tends 

to be a given in management research (e.g., in most of the RBV; Barney, 1991), heterogeneity 

should rather be seen as endogenous to entrepreneurial processes of experimenting with asset 

combinations (Foss & Foss, 2008).  

Such experimental activity may take place in the context of trying out new combinations 

through the acquisition of or merger with another firms, or in the form of trying out new combi-

nations of assets already under the control of the entrepreneur. The entrepreneur’s success in ex-

perimenting with assets in this manner may depend on whether his judgment is borne out by the 

facts, along with secondary factors such as transaction costs in the market for corporate control, 

internal transaction costs, the entrepreneur’s control over the relevant assets, how much of the 

expected return from experimental activity that he can hope to appropriate, and so on. Note the 

centrality of heterogeneity here: Not only is heterogeneity a cause of transaction costs (because 
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assets differ in terms of assets, resources must be used to ascertain these attributes), asset combi-

nations differ in their ultimate performance implications. Under uncertainty, it is, however, not 

clear how (and which) assets should be combined. Hence, there is a need for the exercise of 

judgment.  

Judgment: Decision-Making without a Formal Model or Rule 

Judgment refers to the need for individuals to make decisions about the future without ac-

cess to a formal model of decision rule, as would apply to situations of “rational” behavior under 

probabilistic risk. Judgment is decision-making that, in a commercial context, concerns unique 

business investments for which it is difficult or impossible to assign probabilities to outcomes, or 

perhaps even to specify the set of possible outcomes itself (Shackle, 1972; Zeckhauser, 2006). In 

such situations, individuals will reach different decisions even if they share the same objectives 

and data are presented to them in the same manner, because they have access to different com-

plementary information, interpret the data in different ways, and so on.  

As Casson (1982: 14) notes, “[t]he entrepreneur believes he is right, while everyone else 

is wrong. Thus, the essence of entrepreneurship is being different—being different because one 

has a different perception of the situation.” Judgment can be conceptualized as intuition or gut 

feeling (Huang, 2012), what Mises called Verstehen, or “understanding.” Mises (1949: 582) says 

the entrepreneur relies on a “specific anticipative understanding of the future,” one that “defies 

any rules and systematization.” Of course, entrepreneurs can (and do) apply techniques and heu-

ristics for decision-making (see Buffet & Clark, 1997; Grandori, 2010), but ultimately an act of 

judgment is required. Contributors to this stream have typically argued that exercising judgment 
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is a skilled activity and that some perform it better than others (e.g., Knight, 1921: 298; Mises, 

1949: 585; Casson, 1982: 25).8   

Entrepreneurial judgment is not just decision-making under uncertainty, but decision-

making about the use of scarce resources to service customers’ future preferences in pursuit of 

economic profits. Because judgment is costly to articulate and trade, those wishing to exercise 

judgment must take control of productive activities themselves. This requires that the entrepre-

neur assume ownership of complementary assets and make investments to put his idea into prac-

tice. Thus, the entrepreneurial firm may be characterized as the entrepreneur, his specific judg-

ment, and the assets that he owns or otherwise controls. In this conception the entrepreneurial 

firm is organized around an unpriced resource bundle—that is, while there are factor markets for 

many of the resources that the entrepreneur controls, his own judgment is not one of those re-

sources. 

Moreover, factor markets cannot easily ascertain how the entrepreneur’s judgment com-

plements other resources. A benefit of this is that the entrepreneur will have an information ad-

vantage with respect to understanding the value of his judgment in combination with other re-

sources; resources can be purchased at a price below their net present value (Rumelt, 1987). But, 

this also means that fully understanding the returns to judgment requires understanding how 

judgment complements other resources. Note also that judgment is exercised with respect to sev-

eral complementary activities. The entrepreneur must decide which inputs to purchase, what in-

vestments to undertake, which managers to hire, and so on. Many of these decision situations are 

                                                           
8 Two common confusions, both discussed in Foss and Klein (2015: 591-593): first, judgment per se (the act of judging 
the future) is not the same as good judgment (wisdom, prudence, foresight), and second, exercising judgment is not 
the same as being lucky (or unlucky), though both judgment and luck are distinct from “rational” decision-making 
under probabilistic risk. For more on the differences between uncertainty, ambiguity, and other forms of unknowabil-
ity, see Foss and Klein (2012: chapter 4) and Packard et al. (2017).  
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uncertain in the sense of Knight. Understanding the exercise of judgment requires considering it 

in the context of a bundle of assets or investments underlying those activities.   

Implications: Investments and the BAR Framework 

Our emphasis on the entrepreneur’s judgment has strong implications for the unit of anal-

ysis in entrepreneurship research (Foss & Klein, 2012: Chpt. 4). First, in the JBV there is no 

sense in which opportunities can be said to exist ex ante, waiting to be discovered. To the extent 

that opportunity language is meaningful at all, entrepreneurial opportunities cannot exist until 

profits are realized. Thus, opportunities can at most be an ex post construct.9 And what, then, do 

we call losses—the (obviously) common result of entrepreneurs paying more for resources then 

they will eventually be revealed to be worth, in terms of generating profits? Non-opportunities?10  

Of course, we can call entrepreneurial beliefs—what entrepreneurs imagine they can do 

with the resources they control and those they can access—“opportunities.” (The economist Al-

fred Kahn, forbidden by President Ford from using the term “inflation,” once suggested the word 

“banana” as a substitute; likewise, we can call opportunities bananas.) We can dimensionalize 

and measure those imaginations. What we are then talking about are entrepreneurs’ more or less 

                                                           
9 Kirzner has always emphasized the metaphorical nature of the opportunity construct. In a 1997 interview he re-
marks: “I do not mean to convey the idea that the future is a rolled-up tapestry, and we need only to be patient as the 
picture progressively unrolls itself before our eyes. In fact, the future may be a void. There may be nothing around 
the corner or in the tapestry. The future has to be created. Philosophically, all this may be so. But it doesn't matter 
for the sake of the metaphor I have chosen. . . . Ex post we have to recognize that when an innovator has discovered 
something new, that something was metaphorically waiting to be discovered. But from an everyday point-of-view, 
when a new gadget is invented, we all say, gee, I can see we needed that. It was just waiting to be discovered.” 
10 Ramoglou and Tsang (2016) introduce the terms “realized opportunities,” “unrealized opportunities,” and “nonop-
portunities” for what we—using ordinary language—refer to correct and incorrect judgments. The existence of 
losses also poses problems for the opportunity-creation perspective. If entrepreneurs create their own future, they 
would not create a future in which their revenues fall below costs. If outcomes are socially constructed, then we 
need a theory of social emergence to explain the conditions under which outcomes produce profits rather than 
losses. In the judgment-based view, entrepreneurs act based on imagined future profits, which may or not be real-
ized.  
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well-defined intentions and plans. Why call these “opportunities,” a piece of terminology that 

seems redundant and potentially misleading?  

Consider instead an ordinary-language account of what entrepreneurs do. They invest re-

sources based on their knowledge and beliefs about current conditions and their expectations 

about future profits and losses that result from these investments. We may refer to these beliefs 

and expectations using opportunity language, but what entrepreneurs are doing is acting. The 

purely cognitive aspects of surveying the landscape, thinking about resources, imaging possible 

outcomes, considering work/life balance, and so on are best understood as pre-entrepreneurial 

activities; entrepreneurship per se doesn’t begin until investments are made. Hence the unit of 

analysis in the JBV is action, not opportunity. Specifically, we think the unit of analysis in entre-

preneurship research should be the assembly of resources in the present in anticipation of (uncer-

tain) receipts in the future—in other words, investment.  

An emphasis on investment has the advantage that it links entrepreneurship to already es-

tablished constructs for which measures exist, such as projects (i.e., a stock of resources commit-

ted to activities for a specified period), investments, and business plans. The entrepreneurial pro-

cess thus involves beliefs, actions, and results (BAR). 

Beliefs. Entrepreneurship begins with the entrepreneur’s beliefs about the present (re-

source characteristics and availability, scientific and technical conditions, consumer preferences), 

possible futures (production outcomes, consumer demands, legal and regulatory issues) and her 

ability to bring about various possible futures (beliefs about causality, self-efficacy, confidence). 
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We assume the entrepreneur desires to bring about a particular future that, from her subjective 

perspective, is preferred to the present.11 

Actions. Entrepreneurship proper begins once investments are made—i.e., when re-

sources are acquired, combined, and committed to various production plans.12 This could involve 

the creation of a new firm, but could also be manifest in a new product or new organizational 

practice, or even in a decision to maintain existing plans or resource deployments. What mean by 

action is stewardship or responsibility for productive assets, decisions about which must always 

be made in conditions of uncertainty (i.e., in the real world). Note that this concept allows for a 

broader range of “entrepreneurial” activities than is conventional in the literature. A decision not 

to devote resources to a new venture or product (in particular, when competitors are pursuing 

similar ventures or products) reflects the decision-maker’s idiosyncratic judgment about the un-

certain future, and this is an entrepreneurial act in Knight’s (1921) sense.   

Results. After actions have been taken (i.e., after investments have been made), the entre-

preneur learns if those actions did in fact bring about the anticipated desirable future. As the say-

ing goes: reality bats last. These results are in some sense objective (profits and losses, the mar-

ket value of the entrepreneur’s assets, the survival of the venture), though obviously there are el-

ements of subjective interpretation at play.13 First, the desired outcome may include non-finan-

cial aspects such as personal satisfaction, the achievement of some social goal, etc., and these are 

not easily measurable (Klein et al., 2010). Second, even if results take an objective (quantitative) 

                                                           
11 Davidsson (2015) distinguishes between “new venture ideas” (the entrepreneur’s plan, vision, model, etc.) and 
“opportunity confidence (her beliefs about her ability to implement the idea profitably). Both are “beliefs” in our 
terminology, though we agree that these different categories of beliefs may be worth studying separately.  
12 We like Rothbard’s (1985: 283) comment: “Entrepreneurial ideas without money are mere parlor games until the 
money is obtained and committed to the projects.” 
13 Of course, accounting measures involve some element of discretion and could be considered “subjective” on that 
basis alone. 
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form, the entrepreneur must give them meaning through subjective interpretation. She knows that 

the firm or project failed, but why did it fail? What were the specific causal mechanisms? This 

involves tacit knowledge, subjective beliefs, etc. 

After results are realized, there is also an adjustment stage: the entrepreneur either learns, 

and plans to take different actions in the future, or runs out of capital and is forced to exit. (We 

can call these treatment effects and selection effects, respectively.) 

Some Advantages of BAR Language over Opportunity Language 

While practicing entrepreneurs often speak of “opportunities” they mean beliefs about 

possible outcomes of their actions, not opportunities in the dictionary sense. Indeed, we think the 

language of beliefs, actions, and results fits more naturally with ordinary means of expression, 

both among practitioners and scholars. I am hungry for Chinese food, so I go to a Chinese restau-

rant, expecting that this meal will satisfy my hunger. My beliefs about the future (feeling sati-

ated, experiencing the enjoyment of a good meal) cause my action (going to the restaurant), fol-

lowed by results (I liked the meal, or I didn’t). There is no benefit to using opportunity language 

here.  

Moreover, the BAR framework avoids making artificial distinctions between opportunity 

recognition, opportunity evaluation, and opportunity exploitation and the artificial, linear deci-

sion-action framework they imply.  

Another advantage is that the BAR framework deals symmetrically with profits and 

losses. Profits obtain when the beliefs motivating action are correct—realized revenues turn out 

to be greater than expenditures (perhaps with discounting). Losses occur when the reverse is true, 

revenues fall short of expectations. There is no need to invoke “non-opportunities” or some other 
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tortured construction to explain what happens when entrepreneurial action does not bring about 

the desired result; we simply note that the entrepreneur’s beliefs were incorrect.  

Ontologically, the BAR framework recognizes the interdependence of objective and sub-

jective factors. Resource availability, the action of rivals or regulators, realized customer prefer-

ences, the laws of nature, and other “objective” factors help determine the results of the entrepre-

neur’s action. But decisions and actions result from subjective interpretation of these phenomena, 

as well as subjective expectations about the future. Put differently: Do entrepreneurs discover? 

Yes: they discover resources, customers, competitors, and causal relationships. Do entrepreneurs 

create? Yes: they create firms, products, business plans, interpretations of mechanisms and rela-

tionships, and so on. But no one discovers or creates “opportunities”! 

CONCLUSIONS 

The notion of entrepreneurial opportunity has become central in management entrepreneurship 

research; some call it foundational to the field. Thus, Short et al. (2010: 40) even declare that 

“[w]ithout an opportunity, there is no entrepreneurship.” Well, if entrepreneurs do not think they 

may make a profit, they will not take entrepreneurial action. Stated this way, the proposition is a 

tautology. More importantly, as we have argued above, this is a strange use of “opportunity,” be-

cause entrepreneurs, while frequently right about the expected results of their action, are also fre-

quently wrong. What Short et al. mean is, “unless the entrepreneur believes her action can bring 

about a result she favors, she will not act.” We find that a more natural, realistic, and scientifi-

cally accurate way to describe the scenario.  

As this article makes clear, we differ strongly from the view that opportunity should con-

tinue to be the central organizing construct in entrepreneurship theory. We think it is not only 
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possible, but preferable, to research the key phenomena of interest to entrepreneurship schol-

ars—the creation, operation, and evolution of firms; the choice between self- and paid employ-

ment; the processes of creativity, innovation, initiative, and responsibility that drive the economy 

forward—without invoking the opportunity construct. We have offered instead the judgment-

based view, organized around the heterogeneity-uncertainty nexus, and made concrete by the 

BAR framework, as an instance of “opportunity-free” theorizing. 

Moreover, we have tried to show that this issue is not merely terminological, as some 

critics have suggested (Ramoglou & Tsang, 2016), but practical, methodological, and pedagogi-

cal. While every field needs core constructs, we think opportunity is not a useful one for entre-

preneurship research. At best, it is redundant; ex post, when entrepreneurial action is successful, 

we can describe the process using opportunity language without harm. But why bother? At 

worst, opportunity language misleads us into discounting the fundamental uncertainty that per-

vades human action and the ways entrepreneurs try to overcome it.   

Besides placing proper emphasis on uncertainty and the challenges of entrepreneurial de-

cision-making, the judgment-based perspective offers several additional implications (Foss & 

Klein, 2012: chapter 9). First, the emphasis on resources, and the need to exercise effective stew-

ardship of resources under uncertainty, implies that entrepreneurship is about more than startups, 

small enterprise, and high-growth firms. Excepting the specialized literature on corporate entre-

preneurship, the research literature has had little to say about judgment and uncertainty in mature 

markets, among existing enterprises (including large ones), within ownership groups and teams, 

and even in nonmarket settings (Klein et al., 2010; McCaffrey & Salerno, 2011).  
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One response is that the judgment-based approach does not distinguish strongly enough 

between the entrepreneurship fields and the related areas of strategy, organizational design, gov-

ernance, and so on. We understand this concern from the standpoint of institutional legitimacy; if 

entrepreneurship is to have its own journals, conferences, centers, departments, and funding 

lines, it must be somehow distinct. Ultimately, however, we think the close connection between 

the judgment-based view of entrepreneurship and theories about firms and industries is a feature, 

not a bug. As argued above, demarcation serves a purpose, but can also hold back the growth of 

knowledge. After all, scientific breakthroughs typically occur at the intersections among fields, 

especially in business administration (Zahra & Newey, 2009).  

For example, as we discuss in Foss and Klein (2012), many of the key issues in the eco-

nomic theory of the firm, corporate governance, and stakeholder theory can be recast as entrepre-

neurship problems—expanding the scope of entrepreneurship studies. Firms are collections of 

heterogeneous resources under common ownership, and ownership is necessary because entre-

preneurial judgment cannot be bought and sold. To exercise judgment an entrepreneur, or group 

of entrepreneurs, must take ownership, which brings residual control rights over productive re-

sources (Foss et al., 2017). Property-rights economics (e.g., Hart, 1995) recognizes the role of 

residual control rights but not the open-endedness of markets, resources, and resource character-

istics capture in the judgment-based view.  

Moreover, contemporary debates about stakeholder approaches to the firm and corporate 

social responsibility can be understood better in light of the judgment-based view (Foss and 

Klein, 2018). Instead of asking whether firms should be operated in the interests of shareholders 

or a broader set of stakeholders—i.e., who really owns the corporation—we can ask, what does it 

mean to own a firm, and what are the rights and responsibilities associated with ownership? If 
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ownership is understood as an entrepreneurial function (the right or responsibility to make deci-

sions about resource use under uncertainty), we can then analyze why some people and not oth-

ers become entrepreneurs, which input suppliers are best suited to perform the entrepreneurial 

role, how financial markets match individuals and groups to resources, and so on.   

REFERENCES 
 

Alvarez, Sharon A., and Jay B. Barney. 2007. Discovery and creation: alternative theories of en-
trepreneurial action. Strategic Entrepreneurship Journal 1(1–2): 11–26.  

Ardichvili, A., Cardozo, R., & Ray, S. 2003. A theory of entrepreneurial opportunity identifica-
tion and development. Journal of Business Venturing, 18: 105-123.  

Baron, R.A., & Ensley, M.D. 2006. Opportunity recognition as the detection of meaningful pat-
terns: Evidence from comparisons of novice and experienced entrepreneurs. Management 
Science, 52: 1331-1344.  

Baumol, W. J. 1994. Entrepreneurship, Management, and the Structure of Payoffs. Cambridge, 
MA: MIT Press. 

Buffett, M. & Clark, D. 1997. Buffettology: The Previously Unexplained Techniques that Have 
Made Warren Buffett the World’s Most Famous Investor. London: Pocket Books.  

Cantillon, R. 1755. Essai sur la nature de commerce en géneral. Henry Higgs, ed. London: Mac-
millan, 1931. 

Casson, M. C. 1982. The Entrepreneur: An Economic Theory. Second edition, Aldershot, U.K.: 
Edward Elgar, 1999. 

Choi, Y.R., & Shepherd, D.A. 2004. Entrepreneurs’ decisions to exploit opportunities. Journal of 
Management, 30: 377-395 

Choi, Y.R., Lévesque, M., & Shepherd, D.A. 2008. When should entrepreneurs expedite or delay 
opportunity exploitation. Journal of Business Venturing, 23: 333-355. 

Davidsson, P. 2015. Entrepreneurial opportunities and the entrepreneurship nexus: A re-concep-
tualization. Journal of Business Venturing 30: 674-695. 

Davidsson, P. 2016. Reflections on misgivings about “dismantling” the opportunity construct. 
Journal of Business Venturing Insights 7: 65-67. 

Davidsson, P. 2017a. Entrepreneurial opportunities as propensities: Do Ramoglou & Tsang move 
the field forward? Journal of Business Venturing Insights 8: 82-85. 

Davidsson, P. 2017b. Opportunities, propensities, and misgivings: Some closing comments. 
Journal of Business Venturing Insights 8: 123-24. 



23 
 

Dimov, D. 2007. Beyond the single-person, single-insight attribution in understanding entrepre-
neurial opportunities. Entrepreneurship Theory and Practice, 5: 713-731 

Foss, N.J. & Klein, P.G. 2005. Entrepreneurship and the theory of the firm: Any gains from 
trade? In Agarwal, R., Alvarez, S.A. & Sorenson, O. eds., Handbook of Entrepreneurship: 
Disciplinary Perspectives- Berlin: Springer. 

Foss, N.J. & Klein, P.G. 2010. Alertness, judgment, and the antecedents of entrepreneurship. 
Journal of Private Enterprise, 25: 145-165 

Foss, N.J. & Klein, P.G. 2012. Organizing Entrepreneurial Judgment. Cambridge: Cambridge 
University Press.  

Foss, N.J. & Klein, P.G. 2017. Entrepreneurial discovery or creation? In search of the middle 
ground. Academy of Management Review, 42: 735-737. 

Foss, N.J. & Lyngsie, J. 2014. The strategic organization of the entrepreneurial established firm. 
Strategic Organization, 12: 208-215. 

Gaglio, C. M., & J. A. Katz. 2001. The psychological basis of opportunity identification: Entre-
preneurial alertness. Small Business Economics 16: 95–111. 

Godley, A. 2013, Entrepreneurial opportunities, implicit contracts, and market making for com-
plex consumer goods. Strategic Entrepreneurship Journal, 7: 273–287. 

Godley, A., & Casson, M. 2015. ‘Doctor, Doctor. . .’ Entrepreneurial diagnosis and market mak-
ing. Journal of Institutional Economics, 11: 601-621. 

Grandori, A. 2010. A rational heuristic model of economic decision making. Rationality and So-
ciety, 22: 477-504. 

Harper, D. 1995. Entrepreneurship and the Market Process: An Inquiry into the Growth of 
Knowledge. London: Routledge. 

Hmieleski, K. M. & Baron, R. A. 2008. Regulatory focus and new venture performance: A study 
of entrepreneurial opportunity exploitation under conditions of risk versus uncertainty. 
Strategic Entrepreneurship Journal 2: 285–299. 

Keh, H. T., Foo, M. D. & Lim, B. C. 2002. Opportunity evaluation under risky conditions: The 
cognitive processes of entrepreneurs. Entrepreneurship Theory and Practice 27: 125–
148. 

Kirzner, I. M. 1973. Competition and Entrepreneurship. Chicago: University of Chicago Press. 

Kirzner, I. M. 1997. Entrepreneurial discovery and the competitive market process: An Austrian 
approach. Journal of Economic Literature 35: 60–85. 

Kirzner, I. M. 2009. The alert and creative entrepreneur: A clarification. Small Business Econom-
ics 32(2): 145–52. 



24 
 

Klein, Peter G. 2008. Opportunity discovery, entrepreneurial action, and economic organization. 
Strategic Entrepreneurship Journal 2(3): 175–90. 

Klein, P. G., Mahoney, J. T., McGahan, A. M., & Pitelis, C. N. 2010. Toward a theory of public 
entrepreneurship. European Management Review 7: 1–15. 

Klein, P. G., & Bylund, P. L. 2014. The place of Austrian economics in contemporary entrepre-
neurship research. Review of Austrian Economics 27(3): 259–279. 

Klein, P. G., Chapman, J. L., & Mondelli, M. P. 2013. Private equity and entrepreneurial govern-
ance: Time for a balanced view. Academy of Management Perspectives 27: 39–51. 

Knight, Frank H. 1921. Risk, Uncertainty, and Profit. New York: August M. Kelley. 

Lachmann, Ludwig M. 1956. Capital and Its Structure. Kansas City: Sheed Andrews and 
McMeel, 1978. 

Lachmann, Ludwig M. 1986. The Market as a Process. Oxford: Basil Blackwell. 

Lakatos, I. 1970. Falsification and the methodology of scientific research programmes. In Mus-
grave, A., ed. Falsification and the Methodology of Scientific Research Programmes. Cam-
bridge: Cambridge University Press. 

Loasby, B. J. 1982. The entrepreneur in economic theory. Scottish Journal of Political Economy 
29(3): 2–23. 

McCaffrey, M., & Salerno, J. T. 2011. A theory of political entrepreneurship. Modern Economy 
2: 552-560. 

Menger, C. 1871. Principles of Economics. New York: New York University Press 

Mises, L. von. 1949. Human Action: A Treatise on Economics. New Haven: Yale University 
Press. 

Packard, M. D., Clark, B. B., & Klein, P. G. 2017. Uncertainty types and transitions in the entre-
preneurial process. Organization Science, forthcoming. 

Quine, W. 1969. Ontological Relativity and Other Essays. New York: Columbia University 
Press. 

Ramoglou, S. & Tsang, E.2016. A realist perspective of entrepreneurship: Opportunities as 
propensities. Academy of Management Review 41: 410-434. 

Ramoglou, S. & Tsang, E. 2017. Accepting the unknowables of entrepreneurship and 
overcoming philosophical obstacles to scientific progress. Journal of Business Venturing 
Insights 8: 71-77. 

Rothbard, M.N. 1985. Professor Hébert on entrepreneurship. Journal of Libertarian Studies 7(2): 
281–286. 



25 
 

Salerno, J. T. 2008. The entrepreneur: Real and imagined. Quarterly Journal of Austrian Eco-
nomics 11: 188–207. 

Sarasvathy, S. D. 2008. Effectuation: Elements of Entrepreneurial Expertise, Northampton: Ed-
ward Elgar Publishing. 

Shane, S. 2000. Prior knowledge and the discovery of entrepreneurial opportunities. Organiza-
tion Science 11: 448–469. 

Shane, S. 2003. A General Theory of Entrepreneurship. Cheltenham: Edward Elgar.  

Shane, S. & S. Venkataraman. 2000. The promise of entrepreneurship as a field of research. 
Academy of Management Review 25: 217–226. 

Short, J. C., Ketchen, D. J., Shook, C.L. & Ireland, R. D.. 2010. The concept of “opportunity” in 
entrepreneurship research: Past accomplishments and future challenges. Journal of Man-
agement 36(1): 40–65. 

Spulber, D. F. 2009. The Theory of the Firm: Microeconomics with Endogenous Entrepreneurs, 
Firms, Markets, and Organizations. Cambridge: Cambridge University Press. 

Wood, M. S. 2016. Misgivings about dismantling the opportunity construct. Journal of Business 
Venturing Insights 7: 21-25. 

Wood, M. S. 2016. Continued misgivings: A response to Davidsson on dismantling the oppor-
tunity construct. Journal of Business Venturing Insights 7: 77-81. 

Zahra, S. A. & Newey, L. R. 2009. Maximizing the impact of organization science: Theory-
building at the intersection of disciplines and/or fields. Journal of Management Studies 46: 
1059–1075. 

 


	cover page
	version for circulation
	Ramoglou, S. & Tsang, E.2016. A realist perspective of entrepreneurship: Opportunities as propensities. Academy of Management Review 41: 410-434.
	Ramoglou, S. & Tsang, E. 2017. Accepting the unknowables of entrepreneurship and overcoming philosophical obstacles to scientific progress. Journal of Business Venturing Insights 8: 71-77.


