
Essentials in Entrepreneurship

The core of new business development

Mirjam Knockaert, Danaë Delbeke and Petra Andries

Acco  Leuven / Den Haag



Preface

Over the past decades, entrepreneurship as a research and teaching domain has quickly 

evolved and developed. Accordingly, many textbooks and manuals on business planning 

and entrepreneurship have been written. While many of the textbooks that have been 

written are very extensive and detailed, our goal was to write a compact, accessible 

textbook that would stick to the core elements of entrepreneurship. Therefore, in this 

book, we focus on a number of closely related core themes in entrepreneurship. We 

start off from the most important element in any business: the entrepreneur and the 

entrepreneurial team. Second, the idea and the extent to which the idea or technology 

developed can be protected will matter. This is discussed in chapter 2, dealing with 

intellectual capital. In chapter 3, we discuss market and strategy, also taking into 

account the fact that intellectual capital will highly affect the entrepreneurial strategy. 
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We discuss the main market assessments entrepreneurs will have to make, as well as 

business models and collaboration strategies. Finally, all important considerations an 

entrepreneur makes get united in the financial plan, which allows the entrepreneur 

to assess the feasibility of the project. Further, it allows to determine the amount of 

financing needed to start up the business and let it develop. Closely connected to chapter 

4, dealing with financial planning, is chapter 5, covering the most important financing 

sources and how valuation could help steering the negotiations. As negotiations (with 

financial parties, team members, employees, customers, suppliers, ...) are part of the 

daily activities of an entrepreneur, the final chapter provides insights into negotiation 

techniques and strategies. We hope this textbook will prove valuable to entrepreneurs, 

students, and anyone interested in the intriguing domain of entrepreneurship.



1. The entrepreneur and entrepreneurship

1.1 What is entrepreneurship?

Venkataraman (1997) describes entrepreneurship as 

an ‘activity encompassing the discovery, evaluation 

and exploitation of opportunities to develop new 

products and services, organizational methods, mar-

kets, processes and raw material by organizing efforts 

that did not exist before’. The definition of Hisrich 

and Peters (2005) is more concrete and defines entre-

preneurship as ‘the creation of something new with 

value by dedicating sufficient time and effort, and by taking financial, psychological and 

social risks and receiving rewards, consisting of monetary rewards, personal satisfaction 

and independence’. This definition unites four important aspects of entrepreneurship 

as we currently know it. First, it consists of a creative process resulting in something of 

value to a public. This can for instance be a tablet or a new accounting software that 

has value for accountants. Second, the entrepreneur has to dedicate sufficient time and 

effort. Indeed, many people consider an entrepreneur to be someone working day and 

night and dedicating much of his or her spare time to the business.

Alternatively, you could look at working long days the way Robert Smith, a young 

US entrepreneur does: ‘The main thing, though, is that, assuming you are of aver-

age health, you absolutely can do 80 hours per week... if the thing on which you are 

working is your passion. There is a difference between the feeling of working on your 

passion and working a “job”. Actually, for years, people have asked me “how can you 

work in the same place you sleep”? Well, the answer to that is that it never felt like 

work. I’m like those guys you see in California who spend 15 hours surfi ng every day!’

Third, there must be some risk involved. Starting a business is risky. The entrepreneur 

can only count on limited social support when things go wrong and often also takes 

considerable fi nancial risks. Fourth, there must be some type of reward. This reward goes 
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beyond monetary compensation; many entrepreneurs emphasize the importance of in-

dependence and personal satisfaction in explaining why they became an entrepreneur.

1.2 History of entrepreneurship

While entrepreneurship is a relatively new research domain, entre-

preneurship as a phenomenon has been around for a long time. 

The earliest description of entrepreneurship dates back to the 

time of Marco Polo (Hisrich and Peters, 2005), with trade routes to 

the Far East. In these earliest ‘entrepreneurial ventures’, the entre-

preneur/adventurer took the physical and emotional risks while 

the financial risks were taken by a financier. In the middle ages, 

the entrepreneur often was a person managing large construction 

projects, such as building castles and abbeys, therefore not taking any risks. In the 18th 

century, the entrepreneur was often associated with the inventor. An example of such 

an entrepreneur/inventor is Thomas Edison. In those days, the financing was often in the 

hands of a third party, given the large amounts of investment needed. Since the 19th and 

20th century, the entrepreneur is considered an innovator and novelty and innovation 

have become important elements of entrepreneurship. Newness then comprises new 

products and services, as well as new distribution channels (such as e-commerce) and 

new organizational structures (such as a new railroad).

1.3 The entrepreneurial process

Entrepreneurship is often described as a process. Crijns (2001) describes the process as 

follows:

Source: Crijns (2001).

Figure 1. The entrepreneurial process.
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The process starts with an innovation, followed by a trigger, implementation and (in the 

positive scenario) growth.

The idea or the innovation that forms the basis for a new 

venture can basically originate from anything and at any 

time. While patent databases, technology transfer activities, 

brainstorming and fairs are often mentioned as potential 

sources of new ideas, the best ideas originate often from 

entrepreneurs trying to solve a problem they are person-

ally faced with (e.g. Toon Coppens founding Netlog out of 

frustration for having to send his personal information with 

every chat session), the entrepreneur’s prior experience or hobbies (e.g. an entrepre-

neur founding a company for coaching tennis players after having had a successful ca-

reer or having played tennis for many years) or ideas that were rejected by the former 

employer (for instance Norm Allgood who was working at an education company and 

who did not get support for his idea of using vacant facilities at schools for teaching 

non-traditional adult learners; he eventually quit his job and founded Synergis Educa-

tion in 2011).

Crijns (2001) distinguishes between positive and negative triggers to entrepreneur-

ship. Positive triggers include ambition, an opportunity, a ‘now-or-never’ feeling. Neg-

ative triggers are for instance a lack of satisfaction with the current working situation 

or getting fired. According to Crijns (2001), personal ambition is the most frequent trig-

ger to venture. In the implementation phase, the entrepreneur founds the company, 

whereas the growth phase is characterized by a process of development, management 

and growth of the company to an organization that is generating (sustainable) value. 

Several factors will influence the entrepreneurial process, such as organizational, per-

sonal and sociological factors, and the environment. An individual may for instance 

be less likely to become an entrepreneur if he or she has a well-paid job that he or 

she is satisfied with (personal factors) and if friends and family do not support him or 

her in becoming an entrepreneur (sociological factors). Further, much may depend on 

the opportunities that exist in the environment. But what makes this entrepreneurial 

process successful? Timmons and Spinelli (2003) describe a successful entrepreneurial 

process as a result of a number of factors: it is driven by opportunity, developed by a 

leader-entrepreneur and his or her team, it is resource-intensive and creative, and is 

dependent on a balancing of different factors, integrated and holistic. The ‘Timmons’ 

model is presented as follows:
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Source: Timmons and Spinelli (2003).

Figure 2. Timmons model of the successful entrepreneurial process.
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too much money too soon. A third important element is without a doubt the team. The 
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ning the entrepreneur can shape the opportunity and assess its potential.
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according to US Patent No 3,167,440 is described as ‘a plastic modeling composition 

of a soft, playable working consistency’. Originally, however, Play-Doh’s substance 

was designed as a wallpaper cleaner. As fi re places became more and more replaced 

by gas and electric heating, the market size and demand for wallpaper cleaner quick-

ly decreased, and Joe McVicker, CEO of the company commercializing the cleaning 

substance, had to look for other interesting market segments. One Saturday after-

noon, he was attending a birthday party of his niece when one of the guests, who 

was a teacher, mentioned the kids in her class preferred playing with the wallpaper 

cleaner as compared to regular clay as it was easier to manipulate and cut. Having 

re-released the product as a toy, Joe McVicker became a millionaire before his 27th 

birthday.

1.4 Identifying the entrepreneur and the entrepreneurial team

In what follows, we elaborate on the central element in the pursuit of an entrepreneurial 

opportunity: the entrepreneur and his or her team.

1.4.1 The ‘average’ entrepreneur

Many people link the term ‘entrepreneur’ to well-known examples like Bill Gates (Micro-

soft), Steve Jobs (Apple), Sergey Brin and Larry Page (Google), Jeff Bezoz (Amazon.com), Rich-

ard Branson (Virgin), Janus Friis (Skype), Mark Zuckerberg (Facebook), or Elon Musk (Tesla).

Jeff Bezoz was working as an ICT specialist at an investment bank in Wall Street. Ob-

serving the spectacular growth of the internet, he suddenly spotted an opportunity 

to sell books. He literally saw an endless stream of books ( just like the Amazon ri-

ver) through a new distribution channel. Everyone thought he had gone crazy: don’t 

people typically buy books in a book shop, after taking the competent advice of the 

book seller? Bezoz however believed that for every book that is sold as such a cultural 

product, there are a thousand of other books that could be sold in a more optimal 

way, namely through the internet: travel books, comic books, manuals, management 

books, ... and he started Amazon.com.

However, while we think of people like Jeff when we think about entrepreneurs, we can-

not consider Jeff to be the ‘average’ entrepreneur. So who can we consider to be the 

‘average’ entrepreneur? Shane (2008) describes the average (American) entrepreneur as 
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a married, white man between 40 and 50 years old. Further, the sort of company this 

entrepreneur founds is not really spectacular: it is a low tech venture, of which he is the 

only founder and which he runs from home. The main goal the entrepreneur aims for is 

to make a living for him/herself and his/her family. The company is typically founded in 

a sector the entrepreneur has been active in for many years, funded with own means or 

a bank loan, often constituting a starting capital of less than USD 25,000. Only 40% of 

all ventures have a founding team, and in 50% of these cases, the team consists of the 

entrepreneur and the spouse or husband. As such, our image of the successful entrepre-

neur founding a high tech high growth company does not match with the actual image 

of the average entrepreneur, which can best be described as ‘your neighbor’. Further, the 

average entrepreneur is not doing very well, and many start-ups cease to exist within 

the first five years after founding (Shane, 2008). The average entrepreneur also works 

harder than the average employee. But... financially, entrepreneurship can be compared 

to gambling: if you win, you win big! This is illustrated by the fact that the top 10% of the 

richest entrepreneurs represent 73% of the worldwide fortune. Further, and more impor-

tantly: entrepreneurs seem to be happier than employees! While many entrepreneurs 

work harder than employees, they often do not consider this as working and often refer 

to their ‘job’ as an entrepreneur as an extension of their hobby.

1.4.2 Characteristics of the (successful) entrepreneur

Whether or not you will become an entrepreneur may be partially genetically deter-

mined, even though empirical studies have provided mixed results on heritability. A study 

on twins by Nicolaou et al. (2008) for instance pointed to the importance of considering 

genetic factors in explaining why some people engage in entrepreneurship, while a sim-

ilar study by Zhang et al. (2009) pointed to the importance of environmental influences 

and experience; their results did not indicate that genes determine entrepreneurship. 

However, some people do have personality traits which increase the likelihood that they 

will become an entrepreneur. Further, some people live in environments that are more 

supportive to entrepreneurship, for instance by establishing the supporting socio-eco-

nomic structures to found companies (according to the World Bank, for instance, starting 

up a firm in Haiti takes 97 days, whereas founding a firm in Australia takes 2.5 days, which 

makes a huge difference to the entrepreneur). Shane (2008) further finds that age, race 

and gender are important determinants of entrepreneurship. His (American) research 

shows that unemployed people, people having lower wage levels, and people who had 

a higher education and who frequently changed jobs have a higher chance of becoming 

entrepreneurs. But which traits differentiate entrepreneurs from non-entrepreneurs? 

Defining entrepreneurial characteristics is not easy as different types of entrepreneurs 

exist, and as entrepreneurship is a dynamic process that may require other characteristics 
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and traits depending on the development stage. We build upon Meredith and co-authors 

(1982), identifying the following characteristics as typical for entrepreneurs:
zz self-confidence; 
zz dealing with risk; 
zz flexibility; 
zz strive for success; 
zz strive for independence.

It is interesting to know who is more likely to become an entrepreneur, and what the 

typical entrepreneur looks like. However, if you are thinking about becoming an entre-

preneur, it is also interesting to know what increases your chances of success. First and 

foremost, the success of an entrepreneurial venture is largely determined by the indus-

try and market in which it is active. Secondly, the success of the venture will depend on 

the approach it takes to operate in this industry/market.

There are personal characteristics of the entrepreneur that will affect the odds that he 

or she enters a promising industry or market and develops a fruitful approach to oper-

ating in this market. Timmons and co-authors identify five characteristics of successful 
entrepreneurs: knowledge, network, energy, involvement and passion. The first of these, 

knowledge, is represented by the fact that most entrepreneurs found a firm in a sector 

they worked in before (for instance as employee). In case the entrepreneur does not have 

this sector experience, it will be crucial to build a team that is complementary to the 

entrepreneur’s knowledge, as sector experience is an important factor in distinguishing 

successful from non-successful entrepreneurs (Stuart and Abetti, 1990). At least as cru-

cial is the professional and private network of the entrepreneur (Weterings and Koster, 

2007). This network consists of the entrepreneurial team, but is often much broader. It 

contains the accountant, suppliers, customers, but also family and friends. Further, entre-

preneurs need a lot of energy: they often work more than employees and feel that they 

cannot entirely put their mind off their businesses. Few employees engage so profound-

ly in any project as an entrepreneur is his or her company. They are often very passionate 

people, who fully engage in their ventures and for whom monetary reward is not the 

main driver. Recent research suggests that entrepreneurship may therefore be a highly 

relevant career choice also for individuals with Attention Deficit  Hyperactivity-Disorder 

(ADHD) (Wiklund et al., 2016).

But what then distinguishes a manager from an entrepreneur? A manager pursues an 

opportunity with the purpose of generating value and strategically positions the com-

pany. The entrepreneur follows the process from idea to commercialization, and many of 

the activities an entrepreneur engages in are management activities. Lowe and Marriott 

(2006) indicate that the biggest difference between managers and entrepreneurs lies in 
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the scale of their activities: while an organization has systems to follow trends in the envi-

ronment and preferences of customers, and has established a planning cycle allowing the 

management team to assess the implications for the company, an entrepreneur will ac-

tively look for opportunities. Entrepreneurs take full ownership of their projects, and they 

try to motivate other people. They act as ambassadors to defend any opportunity towards 

different stakeholders, such as investors, customers and employees. The entrepreneur will 

therefore have to master management skills such as planning, organizing, coordinating 

and controlling. Crijns summarizes the difference nicely: ‘a manager will have to act as if 

the company is his or hers while an entrepreneur acts because the company is his or hers’.

1.4.3  different types of entrepreneurs: on social entrepreneurs, academic 
entrepreneurs, ...

There are different types of entrepreneurs.

First, we can distinguish between dependent and independent en-

trepreneurs. Independent entrepreneurs start their businesses based 

upon an independently developed idea or knowledge. Dependent en-

trepreneurs are dependent on the transfer of knowledge or technology 

from an existing organization. Examples of such dependent ventures 

are academic spin-offs, which originate from research at universities or 

public research institutes. These entrepreneurs are often dependent on 

the transfer of technology through licenses or a patent (portfolio). Of-

ten, the university receives shares in return for this transfer agreement. 

Examples of such academic spin-offs are: TiGenix, Trinean, Caliopa, Algonomics, Gatewing, 

Icos Vision Systems, Genentech, Indigo and Crucell. Within the group of academic spin-offs, 

Druilhe and Garnsey (2004) differentiate between consulting firms, development compa-

nies (firms that continue to develop immature technology), product-based spin-offs and 

software firms. By contrast, corporate spin-offs originate from existing companies and are 

often dependent on the existing company for the transfer of knowledge. Examples are Ti-

botec that spun off from Johnson&Johnson or NXP Semiconductors that originated from 

Philips. Entrepreneurs who found corporate spin-offs are not to be mistaken for ‘intrapre-

neurs’. These are people who adopt the behavior and role of real entrepreneurs in bigger or-

ganizations, while they execute their tasks within the firm and as an employee (Crijns, 2001).

Second, another important difference between types of entrepreneurs lies in the driver 

of entrepreneurship; while some entrepreneurs found a company in order to make a 

living (this was for instance the case with Joris Van Branteghem, founder of Brantano), 

other entrepreneurs found a company because they spotted an excellent opportunity. 

In many of the developed countries, this ‘opportunity entrepreneurship’ is much more 
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important than ‘necessity entrepreneurship’. Further, some people create ‘life style busi-

nesses’ such as restaurants which allow them to make a living without hiring too many 

people, whereas other entrepreneurs have high growth intentions with their business, 

and tend to realize significant growth figures in term of employment.

Finally, we would like to highlight a phenomenon that gained a lot of interest recently, 

called ‘social entrepreneurship’. A social entrepreneur identifies a social problem and ap-

plies entrepreneurial techniques to create, organize and manage a company which can 

induce social change. While an entrepreneur would typically assess the performance of 

his or her company based upon the financial figures, such as profits and revenues, the 

social entrepreneur prioritizes the impact on society over the optimization of profits and 

revenues. An example of such a social entrepreneurial venture is ‘Streetwize’, started 

by Arnoud Raskin. It employs a hybrid model in which profits of the training activities 

are used to help street kids (www.streetwize.be). Even though the term ‘social entrepre-

neurship’ is relatively novel, there have always been people and organizations around 

who focused on societal benefits. An example of such a person is Florence Nightingale 

(1820-1910) who founded the first nursing school and who wrote the first best practice 

manual for nurses. There is also the Grameen bank in Bangladesh, which provides loans 

to the poor, without requesting any warranties. As the credit takers are closely moni-

tored by the community they belong to, a certain pressure to reimburse the loan exists, 

which makes that most loans are refunded on time and that the bank has been able to 

avoid serious financial problems. The bank was funded in 1976 by professor Muhammad 

Yunus. Both the company and its CEO received the Nobel peace prize in 2006.

1.4.4 Characteristics of entrepreneurial teams

Most studies find a strong link between the human capital of the founding team on the 

one hand and the survival and performance of entrepreneurial ventures on the other 

hand. Human capital can be defined as ‘the achieved attributes, accumulated experience 

and habits that may have a positive or negative effect on productivity’ (Becker, 1975). In 

general, an individual’s human capital is formed by:
zz his/her education; 
zz his/her functional experience; 
zz his/her industry experience; 
zz his/her network, connection, relationship with other individuals.

A single individual rarely possesses all needed human capital. Not surprisingly, many 

studies have observed that ventures founded by a team of entrepreneurs outperform 

ventures founded by a solo entrepreneur (Eisenhardt and Schoonhoven, 1990). Multiple 
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entrepreneurs can fall back on a broader knowledge and experience base and have a 

larger network from which they can source additional knowledge and resources.

When bringing together an entrepreneurial team, an important question is whether the 

team members should be similar to or different from each other. As explained by Forbes 

et al. (2006), homogenous teams are characterized by a low cognitive distance between 

team members, leading to high levels of trust. Heterogeneous teams are characterized 

by a high cognitive distance between team members, leading to lower levels of trust, 

which can hinder decision-making in the firm. However, there is also another side to this. 

Cognitive distance between team members will not only affect the level of trust, but 

also the likelihood that innovative ideas are generated. It is well-known that when dif-

ferent views come together and collide, this can result in highly innovative and valuable 

ideas. Therefore, while heterogeneous teams may have lower levels of trust, they may be 

more fertile grounds for innovation. On the other hand, while homogenous teams may 

be characterized by high levels of trust, the cognitive similarity of the team members 

may make them blind to alternative and innovative ways of doing business.

‘Hard’ factors ‘Soft’ factors

Te
ch

n
ol

og
y

Fi
n

an
ce

Pr
oj

ec
t 

M
an

ag
em

en
t

Co
nt

ac
ts

/N
et

w
or

k

M
ar

ke
ti

n
g 

an
d 

Sa
le

s

Pr
od

u
ct

io
n

H
u

m
an

 R
es

ou
rc

e 
 

M
an

ag
em

en
t

So
ci

al
 S

ki
lls

In
it

ia
ti

ve

Co
m

m
u

n
ic

at
io

n
 S

ki
lls

N
eg

ot
ia

ti
on

 S
ki

lls

Pe
rs

ev
er

an
ce

Ann Van de Ven • ο •

Peter Cools • • • •

Tom Janssen • ο • ο

Missing Profile 1

Missing Profile 2

Figure 3. Assessment of team members’ competencies.

This tension between homogeneity and heterogeneity pertains both to the competenc-

es/skills of the members of the entrepreneurial team, as to their cultural values. First, it 

is important that the entrepreneurial team displays some variety in terms of both ‘hard’ 

and ‘soft’ skills, as setting up and managing a business requires not only technical, market-

ing, financial, and production skills (‘hard’ skills), but also communication, negotiation, and 

people management skills (‘soft’ skills). When starting up a venture, it is important to list 
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the skills that are necessary for the particular venture, and to map the hard and soft skills 

of the team members. This will allow the entrepreneur to identify overlaps, and even more 

importantly, gaps with respect to the necessary skills. Identifying gaps will allow the en-

trepreneur to develop a profile of the people that need to be recruited, either in the entre-

preneurial team, or as a regular employee. While a good coverage of skills implies diversity 

in the skills of the individual team members, one needs to assure that there is also some 

overlap between team members’ skills so that the cognitive distance does not become too 

large. The marketeer needs to be able to talk to and understand the engineer and vice versa.

1.5 Business planning and its use

Given the challenges and risks that are inherent to 

any entrepreneurial venture, many entrepreneurs 

will try to assess their chances of success before 

starting the business. Business planning can be 

considered as a mental process through which 

ideas become more concrete. This process often re-

sults in a business plan, which is a formally written 

document representing the results of the mental 

process. According to Lowe and Marriott (2006), 

the entrepreneur may aim at reaching three objectives when writing such a plan: 

1) defining the business and checking the feasibility;

2) communicating the future firm activities to external parties, with the purpose of at-

tracting capital, loans or other support;

3) managing the organization and control it through the different stages.

Even though many people have highlighted the advantages of a business planning ex-

ercise, others have argued that planning hinders creativity and innovation, and that the 

entrepreneur’s environment is so unstable that it cannot be captured in one plan (Hamel 

en Prahalad, 1994). Research has so far failed to find strong conclusions on the benefits 

and disadvantages of business planning. Matthews et al. (2009) for instance found that 

entrepreneurs who made a business plan more often decided not to found the compa-

ny, or stopped it relatively soon. Even though the opponents of business planning could 

then derive that entrepreneurs who plan are less successful, it can also be argued that 

thanks to business planning entrepreneurs were able to assess the feasibility of starting 

or continuing the business, and were able to decide to stop their efforts before spending 

too many resources and energy on non-feasible plans. We posit that the advantages 

of business planning outweigh the disadvantages: any (ad)venture requires a thorough 
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preparation. Surprisingly though, Shane (2003) shows that 42% of all US entrepreneurs 

start up without any business idea, let alone a business plan.

There is no fixed format for a business plan, though typically, the following core ele-

ments will be part of any business plan:
zz product and technology; 
zz market; 
zz business model; 
zz team;
zz financial plan and valuation.

In the first section, the entrepreneur will describe the product or technology. He or she 

will explain the novelty and uniqueness of the idea, the protection ability (patents for 

instance), and the extent to which the entrepreneur has freedom to operate. The sec-

ond section, on the market, will provide a market segmentation, describe the targeted 

customer, the size and growth of the market. It will discuss the value chain, elaborate 

on the market research performed and its findings and present a competition analysis.

The business model section will describe how the entrepreneur expects to make money 

based upon the idea: will the entrepreneur sell a product or a service, or will he/she offer 

a service for free and make money through advertising services, etc.? What is the way to 

go to market with the entrepreneurial idea?

The fourth section presents the entrepreneurial team, including the top people in the 

entrepreneurial venture who are likely to be involved in decision making. It will further 

present the CVs of these people and highlight the roles these people are supposed to 

take on in the new organization.

Finally, the financial plan, valuation and offer to the investor are presented. The financial 

plan provides insight into the financing need and profitability of the new business idea. 

It typically consists of three elements: balance sheet, profit-and-loss statement and cash 

flow statement and forms the basis for the valuation.

The academic literature has extensively discussed the 

advantages and disadvantages of business planning, and 

two theoretical streams have emerged: causation and 

effectuation (Sarasvathy, 2001; Jiang and Rüling, 2019), 

which elaborate on how the entrepreneur can establish 

and develop his or her venture. Sarasvathy (2001) com-

pares business planning to cooking. Suppose you come 
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home this evening and wonder what to eat. If you follow the causation way, you first 

think of what you would like to eat. Suppose you really feel like eating a spaghetti 

Bolognese. You still have some pasta and tomatoes, but you quickly go to the gro-

cery store to get some peppers, meat, onions, spices and cheese. It is clear: you have 

specified a goal (‘eat spaghetti Bolognese’), and you collect the resources needed to 

achieve that goal. Alternatively, you come home this evening, and check out what 

you still have in your fridge and storage. You figure out you still have some smoked 

salmon, cream and pasta, and you decide to prepare something with the ingredients 

you find. In this case, you do not start from the goal, but you start from the means 

or resources. Applying this to entrepreneurship shows the difference between causa-

tion and effectuation.

Entrepreneurs who start from a causation perspective first consider a certain goal (the 

product has to be finalized within the year, we should be internationally active within 

three years, we target at running break-even after two years, ...). They will try to collect 

resources to reach this goal: attract external financing, hire a manager with internation-

al experience etc. For instance, Tigenix announced they wanted to raise extra financing 

for speeding up the clinical development process for some of their drugs. It is clear that 

this is much linked to causation: they made a plan with a specific goal (speed up the 

clinical development), and have a clear idea of the means (financial resources) they need 

in order to accomplish this task. It is clear that it is mainly the causation-oriented entre-

preneurs who will make business plans.

Alternatively, the entrepreneur could start up from an effectuation perspective. In this 

case, he/she starts off from the means: “who am I, which (financial, human, ...) resources 

do I have, who do I know (how large is my network, who belongs to it?)”. This entrepre-

neur will have a less clear vision on the goal, but will be more open to new opportunities 

and grab these if they fit the resources. For instance, Toon Coppens (Netlog) had never 

expected he would one day have a company that would run one of the largest dating 

sites worldwide (which he would eventually sell to a French firm) when he put his first 

profile page online. But what was once a student initiative to save time and energy grew 

into a company which reaped opportunities as they came along. Later in Netlog’s history, 

it became clear that it would be difficult to face competition from Facebook, but the com-

pany successfully set up an online dating site, Twoo. Toon Coppens’ way of establishing 

and growing his firm is a good example of effectuation. But which perspective is optimal? 

Here again, opinions differ... it is likely that some people will benefit from a causation 

perspective, while others feel more comfortable in following an effectuation perspective. 

And most probably, a combination of both perspectives is ideal: as an entrepreneur you 

might benefit from having a plan and goal in mind, but also from grasping opportunities 

as they come along, as long as they are not too much distracting from the proposed goals.


