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What is entrepreneurship? You probably think that the answer is obvious,
and that only an academic would bother to ask this question. As a professor,
I suppose I am guilty of mincing words. But like the terms “strategy” and
“business model,” the word “entrepreneurship” is elastic. For some, it refers
to venture capital-backed startups and their kin; for others, to any small
business. For some, “corporate entrepreneurship” is a rallying cry; for
others, an oxymoron.

The history of the word “entrepreneurship” is fascinating and scholars have
indeed parsed its meaning. I’ll spare you the results, and focus instead on
the definition we use at Harvard Business School. It was formulated by
Professor Howard Stevenson, the godfather of entrepreneurship studies at
HBS. According to Stevenson, entrepreneurship is the pursuit of opportunity

beyond resources controlled.

“Pursuit” implies a singular, relentless focus. Entrepreneurs often perceive
a short window of opportunity. They need to show tangible progress to
attract resources, and the mere passage of time consumes limited cash
balances. Consequently, entrepreneurs have a sense of urgency that is
seldom seen in established companies, where any opportunity is part of a
portfolio and resources are more readily available.

“Opportunity” implies an offering that is novel in one or more of four ways.
The opportunity may entail: 1) pioneering a truly innovative product; 2)
devising a new business model; 3) creating a better or cheaper version of an
existing product; or 4) targeting an existing product to new sets of customers.
These opportunity types are not mutually exclusive. For example, a new
venture might employ a new business model for an innovative product.
Likewise, the list above is not the collectively exhaustive set of opportunities
available to organizations. Many profit improvement opportunities are not
novel–and thus are not entrepreneurial–for example, raising a product’s
price or, once a firm has a scalable sales strategy, hiring more reps.

“Beyond resources controlled” implies resource constraints. At a new
venture’s outset, its founders control only their own human, social, and
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financial capital. Many entrepreneurs bootstrap: they keep expenditures to a
bare minimum while investing only their own time and, as necessary, their
personal funds. In some cases, this is adequate to bring a new venture to
the point where it becomes self-sustaining from internally generated cash
flow. With most high-potential ventures, however, founders must mobilize
more resources than they control personally: the venture eventually will
require production facilities, distribution channels, working capital, and so
forth.

Because they are pursuing a novel opportunity while lacking access to
required resources, entrepreneurs face considerable risk, which comes in
four main types. Demand risk relates to prospective customers’ willingness
to adopt the solution envisioned by the entrepreneur. Technology risk is high
when engineering or scientific breakthroughs are required to bring a solution
to fruition. Execution risk relates to the entrepreneur’s ability to attract
employees and partners who can implement the venture’s plans. Financing

risk relates to whether external capital will be available on reasonable terms.
The entrepreneur’s task is to manage this uncertainty, while recognizing that
certain risks cannot be influenced by their actions.

Entrepreneurs face a Catch-22. On the one hand, it can be difficult to reduce
risk without resources. For example, outside capital may be required to
develop and market a product and thereby demonstrate that technical and
market risks are limited. On the other hand, it can be difficult to persuade
resource owners to commit to a venture when risk is still high. Entrepreneurs
employ four tactics in coping with this Catch-22:

Lean experimentation allows them to resolve risks quickly and with limited
resource expenditure, by relying on a “minimum viable product,” that is,
the smallest possible set of activities required to rigorously test a business
model hypothesis.
Staged investing allows entrepreneurs to address risks sequentially,
expending only the resources required to meet a given milestone–before
committing the resources needed to achieve the next milestone.
Partnering allows entrepreneurs to leverage another organization’s
resources and thereby shifts risks to parties better able/more willing to
bear them. In a variation of this tactic, entrepreneurs rent resources to
keep costs variable and to avoid the big fixed outlays associated with
resource ownership.
“Storytelling” by entrepreneurs–conjuring a vision of a better world that
could be brought about by their venture–can encourage resource owners
to downplay risks and in the process commit more resources than they
would if they had not been inspired. Steve Jobs, for example, was famous
for his mesmerizing “reality distortion field,” through which he impelled
employees, partners, and investors to go to extraordinary lengths to help
fulfill his dreams.

So, does Stevenson’s definition of entrepreneurship matter, in practical
terms? I’d argue that it does, for two reasons. First, it sees entrepreneurship
as a distinctive approach to managing rather than a specific stage in an
organization’s life cycle (i.e., startup), a specific role for an individual (i.e.,
founder), or a constellation of personality attributes (e.g., predisposition for
risk taking; preference for independence). In this view, entrepreneurs can be
found in many different types of organizations, including large corporations.
That should be encouraging if you believe that entrepreneurship is an
engine of global economic development and a force for positive change in
society.

Second, the definition provides a guidepost for entrepreneurial action; it
points to tactics entrepreneurs can take to manage risk and mobilize
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resources. One of my former students put it well when asked to give advice
to aspiring entrepreneurs: “For me, ‘pursuing opportunity beyond resources
controlled’ sums up perfectly what I do day-to-day. You need to be inventive,
creative, opportunistic, and persuasive, because you rarely have enough
resources. Embracing this definition helps me in my role.”

Tom Eisenmann is the Howard H. Stevenson
Professor of Business Administration at Harvard
Business School, the Peter O. Crisp Faculty
Chair of the Harvard Innovation Labs, and the
author of Why Startups Fail: A New Roadmap for
Entrepreneurial Success (Currency, 2021).

Tweet Post Share Save Buy Copies Print

Recommended
for You Entrepreneurs and

the Truth

They often bend it. But don’t
demonize them—the problem is
systemic.

Partner Center

http://launchingtechventures.blogspot.com/2011/03/more-advice-from-class-of-1999-mba.html
http://launchingtechventures.blogspot.com/2011/03/more-advice-from-class-of-1999-mba.html
https://hbr.org/search?term=tom%20eisenmann&search_type=search-all
https://www.amazon.com/Why-Startups-Fail-Roadmap-Entrepreneurial/dp/0593137027
https://www.amazon.com/Why-Startups-Fail-Roadmap-Entrepreneurial/dp/0593137027
https://twitter.com/intent/tweet?&original_referer=https%3A%2F%2Fhbr.org%2F2013%2F01%2Fwhat-is-entrepreneurship&ref_src=twsrc%5Etfw&related=twitterapi%2Ctwitter&tw_p=tweetbutton&url=https://hbr.org/2013/01/what-is-entrepreneurship
https://twitter.com/intent/tweet?&original_referer=https%3A%2F%2Fhbr.org%2F2013%2F01%2Fwhat-is-entrepreneurship&ref_src=twsrc%5Etfw&related=twitterapi%2Ctwitter&tw_p=tweetbutton&url=https://hbr.org/2013/01/what-is-entrepreneurship
http://www.facebook.com/HBR
http://www.facebook.com/HBR
https://www.linkedin.com/company/harvard-business-review?trk=biz-companies-cym
https://www.linkedin.com/company/harvard-business-review?trk=biz-companies-cym
https://hbr.org/2013/01/what-is-entrepreneurship#
https://hbr.org/2013/01/what-is-entrepreneurship#
https://hbr.org/product/entrepreneurship-a-working-definition/H009YS-PDF-ENG
https://hbr.org/product/entrepreneurship-a-working-definition/H009YS-PDF-ENG
https://hbr.org/2021/07/entrepreneurs-and-the-truth?ab=at_art_art_1x1
https://hbr.org/2021/07/entrepreneurs-and-the-truth?ab=at_art_art_1x1
https://hbr.org/2021/07/entrepreneurs-and-the-truth?ab=at_art_art_1x1


 

Start my subscription!

Explore HBR

The Latest

Most Popular

All Topics

Magazine Archive

The Big Idea

Reading Lists

Case Selections

Video

Podcasts

Webinars

Data & Visuals

My Library

Newsletters

HBR Press

HBR Ascend

HBR Store

Article Reprints

Books

Cases

Collections

Magazine Issues

HBR Guide Series

HBR 20-Minute Managers

HBR Emotional Intelligence
Series

HBR Must Reads

Tools

About HBR

Contact Us

Advertise with Us

Information for
Booksellers/Retailers

Masthead

Global Editions

Media Inquiries

Guidelines for Authors

HBR Analytic Services

Copyright Permissions

Manage My Account

My Library

Topic Feeds

Orders

Account Settings

Email Preferences

Account FAQ

Help Center

Contact Customer Service

Follow HBR

About Us |  Careers |  Privacy Policy |  Cookie Policy |  Copyright Information |  Trademark Policy  

Harvard Business Publishing:  Higher Education |  Corporate Learning |  Harvard Business Review |  Harvard Business School
Copyright ©2022  Harvard Business School Publishing. All rights reserved. Harvard Business Publishing is an aff iliate of Harvard Business School.

Facebook

Twitter

LinkedIn

Instagram

Your Newsreader

You have 1 free
article left this
month.

Sign Up

Explore HBR

Finance and Economy Newsletter: Must-
reads from our most recent articles on
finance and the economy.

https://hbr.org/subscriptions?ab=footer-subtout&tpcc=houseads.site.footer-subtout
https://hbr.org/the-latest
https://hbr.org/most-popular
https://hbr.org/topics
https://hbr.org/magazine
https://hbr.org/big-ideas
https://hbr.org/reading-lists
https://hbr.org/case-selections
https://hbr.org/video
https://hbr.org/podcasts
https://hbr.org/webinars
https://hbr.org/data-visuals
https://hbr.org/my-library
https://hbr.org/email-newsletters
https://hbr.org/hbrpress
https://hbr.org/ascend
https://hbr.org/store/articles
https://hbr.org/store/books
https://hbr.org/store/case-studies
https://hbr.org/store/collections
https://hbr.org/store/magazine-issues
https://hbr.org/store/landing/guides
https://hbr.org/store/landing/20-minute-managers
https://hbr.org/store/landing/emotional-intelligence-series
https://hbr.org/store/landing/emotional-intelligence-series
https://hbr.org/store/landing/mustreads
https://hbr.org/store/tools
https://hbr.org/contact-us
https://hbr.org/hbr-advertising-sales
https://hbr.org/booksellers-retailers
https://hbr.org/booksellers-retailers
https://hbr.org/about-hbr
https://hbr.org/global-editions
https://hbr.org/media-inquiries
https://hbr.org/guidelines-for-authors-web
https://hbr.org/hbr-analytic-services
https://hbr.org/permissions
https://hbr.org/my-library
https://hbr.org/my-library/topics
https://hbr.org/my-library/orders
https://hbr.org/my-library/settings
https://hbr.org/my-library/preferences
https://hbr.org/subscriber-help
https://hbphelp.zendesk.com/hc/en-us
https://hbr.org/subscriber-help#contact-customer-service
https://hbr.org/corporate/about
https://hbr.org/corporate/careers
https://hbr.org/privacy-policy
https://hbr.org/corporate/cookie-policy
https://hbr.org/corporate/copyright
http://trademark.harvard.edu/pages/trademark-notice
http://hbsp.harvard.edu/
http://www.harvardbusiness.org/
http://hbr.org/
http://www.hbs.edu/
http://www.facebook.com/HBR
http://twitter.com/HarvardBiz
https://www.linkedin.com/company/harvard-business-review?trk=biz-companies-cym
https://www.instagram.com/harvard_business_review/?hl=en
http://feeds.hbr.org/harvardbusiness/
https://hbr.org/email-newsletters?movetile=finance&ab=article-slider

