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This master’s thesis is studying opportunity recognition and evaluation of entrepreneurs in
the textile and fashion industry. Particularly the cognitive frameworks and entrepreneurs’
perceptions of their resources are assessed.
This study was conducted as a qualitative study and the empirical data was gathered
through semi-structured interviews among industry entrepreneurs. Altogether 11
entrepreneurs with a background in the textile and fashion industry were interviewed in the
empirical part of this thesis. All entrepreneurs represented textile or clothing manufacturing.
The theoretical framework used in this thesis was based on three main themes. Firstly, the
entrepreneurial cognitions offer insights into the mental models of entrepreneurs influencing
the decision-making. Secondly, entrepreneurial opportunity recognition and evaluation
literature will address the current knowledge in this field. Finally, the dynamic capabilities
chapter will deal with resources and capabilities and how they can be used in gaining
competitive advantage. The majority of the entrepreneurs interviewed had a family business
background. Thus, this thesis also includes reflections from the family business point of view
both in the literature review and when analyzing the empirical findings.
The results of this thesis indicated that entrepreneurial opportunity recognition in the textile
and fashion industry is a product of social capital and entrepreneurial alertness combined
with human capital (e.g. prior knowledge) and cognitions concerning the industry.
Opportunities are evaluated mainly from financial and resource perspective, but also many
other individual criteria affect the exploitation. Cognitions were found to affect the
entrepreneurs the whole time from the initial recognition of an opportunity to how attractive
it was seen, and whether it is worth to exploit. Resources were found to affect the process
only after the opportunity had already recognized and had entered the evaluation phase.
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Tämän pro gradu -tutkielman tavoitteena on tarkastella yrittäjämäisien mahdollisuuksien
tunnistamista sekä arviointia tekstiilin ja muodin toimialan yrittäjien keskuudessa.
Tutkimuksen keskiössä oli erityisesti kognitiiviset kehykset ja yrittäjien ajatukset omista
resursseistaan.
Tämä tutkimus toteutettiin kvalitatiivista tutkimusmenetelmää käyttäen. Tutkimusaineisto
kerättiin puolistrukturoitua haastattelumenetelmää käyttäen. Kokonaisuudessaan 11
yrittäjää tekstiilin ja muodin toimialalta osallistui tutkielman empiiriseen osuuteen. Kaikki
yrittäjät edustivat tekstiili- tai vaatetusalan valmistajia.
Käytetty teoreettinen viitekehys muodostui kolmesta teemasta. Ensimmäiseksi, yrittäjien
kognitiot tarjoavat ymmärrystä, miten yrittäjät perustelevat päätöksiään. Toiseksi,
yrittäjämäisten mahdollisuuksien tunnistaminen ja arviointi osuus tarjoaa nykyaikaista tietoa
tällä tutkimuksenalalla. Kolmanneksi, dynaamiset kyvykkyydet -kappale käsittelee
resursseja sekä kyvykkyyksiä, ja miten niillä voidaan luoda kilpailuetua. Suurin osa
haastatelluista yrittäjistä oli perheyrityksistä, joten tämä opinnäytetyö tarjoaa näkemyksiä
myös kyseiseltä tutkimuksen alalta niin teoriaosuudessa, kuin tuloksien analysointi
vaiheessa.
Tutkimuksen tulokset osoittivat, että yrittäjämäisien mahdollisuuksien tunnistaminen
tekstiilin ja muodin alalla on sosiaalisen pääoman ja yrittäjämäisen tarkkaavaisuuden
yhteistuotos, johon yhdistyy inhimillinen pääoma (esim. aikaisempi tieto) sekä yrittäjän
kognitiot. Uusia mahdollisuuksia arvioidaan pääosin taloudelliselta kantilta sekä omien
resurssien kautta. Yksittäisillä yrittäjillä havaittiin olevan myös monia henkilökohtaisia
kriteereitä, jotka vaikuttivat mahdollisuuden toteuttamiseen. Kognitioiden huomattiin olevan
suuressa roolissa koko prosessin ajan mahdollisuuden tunnistamisesta sen arviointiin ja
päätökseen toteuttamisesta. Resurssit sen sijaan otettiin mukaan prosessiin vasta kun
uuden mahdollisuuden toteuttamiskelposuutta arvioitiin.
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1. INTRODUCTION
This thesis's main focus is to broaden the understanding of entrepreneurial opportunity
recognition and the decision-making process in the context of exploiting new opportunities.
I am particularly interested in how cognitions influence entrepreneurs in the Finnish textile
and fashion SMEs and how the entrepreneurs understand their resources and capabilities.
These variables, and the part they play in opportunity recognition and evaluation of new
opportunities are researched in this thesis. As it will come clear further along in this thesis,
all entrepreneurs are heterogeneous, they all and they are managing heterogeneous stocks
of resources and capabilities, and cognitions are affecting the decision making of
entrepreneurs in many levels.
1.1 Research Background
Entrepreneurship is a widely researched subject in general. However, the field of
entrepreneurship research lacks commonly identified concept definitions. Even how
researchers define entrepreneurship depends on the purpose of the research and the
background of the researcher (Jantunen et al. 2005). Many scholars are emphasizing
opportunity recognition and seizing in their definitions of entrepreneurship (e.g. Kirzner
1997; Shane and Venkataraman 2000; Alvarez and Busenitz 2001). For example, Alvarez
and Busenitz (2001, 757) define entrepreneurship as being “…about cognition, discovery,
pursuing market opportunities, and coordinating knowledge that lead to heterogeneous
outputs.”
Entrepreneurship and strategic management have been developed as independent
research fields until recent years. However, in the early 2000’s discussion was raised about
the integration of the two fields of research (Hitt et al. 2001). The integration received much
support from scholars. McGrath and MacMillan (2000) argue that especially in uncertain
conditions, strategists must exploit entrepreneurial mindset, Mayer and Heppard (2000)
contributed to the argument by arguing that the two fields of research are inseparable.
Venkataraman and Sarasvathy (2001) described the relationship between the two research
fields with a metaphor from Shakespeare’s Romeo and Juliet emphasizing the importance
of the integration. They argued that entrepreneurship research without a strategic
perspective is like the balcony without Romeo. The important relationship between strategic
1

management and entrepreneurship has also been acknowledged in more recent studies.
For example, A. Abou-Moghli (2018, 55) studied the subject in small scale businesses and
found “…a positive and significant relationship between innovative and proactive
entrepreneur, innovative and collaborative entrepreneur and independent and collaborative
entrepreneur.”
In recent years a rising number of scholars have been researching entrepreneurial decision
making, but it is still challenging to have a complete picture of the knowledge on the subject
today since the research done is quite fragmented. Because of the fragmented data, it is
challenging to formulate an overall conception of what we know about entrepreneurial
decision making. On the other hand, it limits our ability to explain how other relevant
constructs in this same phenomenon are related to each other (Shepherd, Williams and
Patzelt 2014).
The way entrepreneurs think has been an interest of many entrepreneurship scholars.
Especially how entrepreneurs are thinking compared to non-entrepreneurs is a topic that
has raised to the interest of researchers. (e.g. Busenitz & Barney 1997; Mitchell et al. 2002;
Mitchell et al. 2007; Amato et al. 2018). The cognitive approach tries to understand how
entrepreneurs are thinking and how they are justifying their strategic decisions, such as new
opportunity exploitation (Alvarez and Busenitz 2001). Research conducted by Amato et al.
(2018) studied the cognitive profiles of entrepreneurs versus non-entrepreneurs. According
to their data, entrepreneurs have the tendency to; approach problems from different angles,
have more freedom in decision making and exploitation, to perform independently, and
deviate more easily from the usual course of action. Granted that entrepreneurial cognitions
and entrepreneurial actions are widely studied, however the role of cognitions is lesserknown in the activities of exploring new market segments or executing already well-defined
strategies (Yang, Sun and Zhao, 2018). Entrepreneurial cognitions are formed from all the
experiences the entrepreneur has as well as the communication it has with any
stakeholders. Cognitions are complex, individual, but at the same time shared by the
community, and that makes it an interesting and demanding topic to research.
Entrepreneurs are heterogeneous in their resources, which is an important element in how
entrepreneurs recognize new opportunities and which of those resources they can apply
when exploiting a recognized opportunity. Dispute the fact that entrepreneurship has been
2

acknowledged as an intricate part of the resource-based framework (Alvarez and Busenitz
2001), creative and entrepreneurial processes are still quite marginally researched subject
in resource-based research (Barney 2001). For the reasons stated earlier, it is important for
resource-based theory to understand how entrepreneurial actions of creating and combining
resources to create new heterogeneous resources is the alternative way to use resources
in order to create new, undiscovered heterogeneous firm resources. These resources are
potentially valuable and have the potential of gaining a competitive advantage (Alvarez and
Busenitz 2001).
The motivation for this research is the fact that in general, the Finnish textile and fashion
industry has been in a downturn for a while. Between the years of 2006 and 2018, the overall
number of companies decreased by 22% (Tekstiili- ja muotiala Suomessa n.d., 9). In the
same time clothing manufacturing companies reduced by 29%, and textile manufacturing
companies reduced by 24% (Tekstiili- ja muotiala Suomessa n.d., 10). Finding new
opportunities and choosing the right opportunities is essential for clothing and textile
entrepreneurs to stay relevant in this highly competitive and global market.

1.2 Research gap
Entrepreneurship is about pursuing new market opportunities with heterogeneous results, it
is about individuals creating the opportunities and exploiting them (Alvarez and Busenitz
2001; Mitchell et al. 2002). Like their results, all entrepreneurs are heterogeneous, meaning
that they all have their own human capital shaped by their education and employment
history. These human capital resources are essential for the entrepreneur, but more
importantly, they can influence the decision made by the entrepreneur (Shepherd, Williams
and Patzelt, 2014).
One of the most crucial abilities of a successful entrepreneur is to identify and select the
right entrepreneurial opportunities. Thus, it is an integral part of entrepreneurial research to
explain the discovery and development of opportunities. Pieces of opportunities are
recognized. However, eventually, opportunities are made, not found. The opportunity
development process is cyclical and iterative, meaning that the opportunities are usually
evaluated and developed several times (Ardichvili, Cardozo and Ray 2003). As mentioned,
all entrepreneurs are heterogeneous, and it also reflects the way how they are perceiving
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entrepreneurial opportunities and exploiting them (Shepherd, Williams and Patzelt, 2014).
The evaluation of opportunities is highly affected by the experience possessed by the
individual (Gruber, Kim and Brinckmann 2015).
According to Baron (1998) Entrepreneurs as individuals have been studied intensively.
Researchers have been interested in why some individuals can recognize opportunities, and
some not? Why some can convert them into business ventures when others cannot? This
ultimately leads to the question of why some entrepreneurs succeed and others not?
However, studies have shown that entrepreneurs do not significantly differ from nonentrepreneurs in terms of personality. Because of these results, recent research has focused
on the entrepreneur’s cognitive process rather than personality. This research perspective
has given a new perspective for researchers to examine the cognitive processes in order to
better understand the questions above.
It has been argued that the possession of information needed for opportunity recognition
and the cognitive properties of exploiting it will positively influence the possibility of
recognizing opportunities (Mitchell et al. 2002). Cognitions are the mental processes of
individuals occurring in situations where they are communicating with others or with
environments surrounding them. Respectively, entrepreneurial cognitions are referring to
the knowledge structures of entrepreneurs when they are making assessments, judgments,
or decisions regarding entrepreneurial actions. Entrepreneurial cognitions are about using
known information and connecting it in order to create new information in the form of product
or service (Mitchell et al. 2002; Alvarez and Busenitz 2001). According to Baron (2006)
cognitive process is linked to how individuals recognize opportunities. Cognitive research is
bringing significant value for entrepreneurship research. According to George et al. (2014,
334) “…most of the questions raised in opportunity research can be explained in part
through cognitive research.”
Cognitions are individual, but sometimes the same cognitions are shared with a larger group
of individuals. Dominant logic is a shared mindset of for example, the management team. It
has evolved over time and shaped by historical events. Dominant logic refers to how a firm’s
managers conceptualize the business and make decisions concerning resource allocations
(Prahalad and Bettis, 1986). Socially shared cognitions or strategy frames are developed
when a group of people (e.g., management team) are in close interaction with each other.
4

These cognitions are easily spread to individuals joining the team because of the group's
motivation to teach practices and the newcomer’s willingness to learn all new useful
information (Levine, Resnick and Higgins, 1993). Respectively, collective strategy frames
are the socially shared cognitions of a larger social group (e.g. an industry). They are the
shared beliefs of an industry that evolve into shared, widely acknowledged cognitions,
almost like industry standards. The collective strategy frame includes the understandings of
industry boundaries, competitive rules, and strategy-environmental relationships (Nadkarni
and Narayanan, 2007).
Individuals rely on heuristics in simplifying their decisions, especially in uncertain situations
(Tversky and Kahneman 1974). Individual heuristics and biases are referring to less rational
reasoning in decision processes. Entrepreneurs usually don’t have a wide historical data to
help them in their decisions. Thus, it is more rule than an exception that entrepreneurs are
leaning towards heuristics and biases in their decision making (Busenitz and Barney 1997).
Biases manifest itself in various forms such as; overconfidence, overoptimism, an illusion of
control, et cetera. The types of biases are plenty. However, they all have one thing in
common, and that is to help in justifying decisions (Zhang and Cueto 2016). It is argued that
the ability to make decisions with heuristic and bias reasoning is essential for entrepreneurs,
especially in the startup phase. Decision made by entrepreneurs tend to require fast
decisions. Many windows of opportunity demand fast decision making from entrepreneurs,
and therefore sometimes require less rational decision making. Thus, entrepreneurs are
more likely to drift into a situation where heuristics are playing a key role in their decisions
(Busenitz and Barney 1997).
As referred earlier, entrepreneurship has been acknowledged as an intricate part of
resource-based framework from the very early work on the resource-based view. According
to the resource-based view, organizational resources are a key variable when evaluating
new opportunities. These resources can be either tangible or intangible, and the contents of
the resource stocks of each firm are heterogeneous. The basic principle is that firm’s
resources stocks include all of their assets, capabilities, organizational processes, firm
attributes, information, knowledge, and so on. However, VRIN-Framework determines if the
resources can hold the potential of being sources for competitive advantage. In order to
have a competitive advantage, the resources must be Valuable, Rare, Inimitable, and Nonsubstitutable (Barney 1991). However, while the resource-based theory has been developed
5

and widely used in strategic management research, RBV has not created such a strong
bond with entrepreneurship research. Therefore, the current body of knowledge still lacks
the comprehensive integration between RBV and entrepreneurial acts (Alvarez and
Busenitz 2001). In recent years, the resource-based view has become an increasingly
popular research topic in the fields of strategic management and entrepreneurship.
However, at the same time, RBV has been criticized as the definition of resources have
been somewhat inconsistent across studies (Kellermanns et al. 2014).
The dynamic capabilities framework is a theory further developed from the resource-based
view (Teece, Pisano and Shuen, 1997; Helfat et al. 2007). The resource-based view does
not take into account the market dynamics; therefore, resources need to be dynamically
developed to sustain competitive advantage (Kraaijenbrink, Spender & Groen 2010). Ergo,
the concept of dynamic capabilities is built on the idea that organizations must continuously
develop their resources and capabilities in order to adapt environmental changes and stay
competitive (Hernández-Linares, Kellermanns and López-Fernández, 2020). In fact, firms’
competitive edge is not measured with the size of their resource stocks but with their ability
to develop and utilize their resources (Teece, Pisano and Shuen, 1997). Firms need to
constantly adapt to the prevailing environment and sense new opportunities, seize the
opportunities and manage threats (Helfat et al. 2007). Dynamic capabilities can help
organizations in achieving new and innovative ways to be competitive and gain competitive
advantage. Dynamic capabilities are essential, especially in highly competitive and fastevolving industries (Kodama 2017). Scholar contributions towards dynamic capabilities have
been mainly conceptual, and empirical studies have been inconsistent (Hernández-Linares,
Kellermanns and López-Fernández, 2020).The current literature on dynamic capabilities is
mainly focused on why some organizations perform better in identifying, defining, and using
their dynamic capabilities (Farago et al. 2019).
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1.3 Research questions
The thesis intends to provide empirical evidence on how entrepreneurs in textile and
fashion industries perceive new opportunities and how entrepreneurial cognition and
resources are affecting decisions about exploiting the opportunities.

Entrepreneurial
opportunity
recognition

Dynamic
capabilities

Entrepreneurial
cognition

Figure 1. Literature review
Figure 1 is presenting the literature used in this thesis. The literature review will be divided
into three main categories, namely entrepreneurial opportunity recognition, resource-based
view, and entrepreneurial cognition. The question of this thesis is in the middle of the figure,
summarized as; How entrepreneurial cognitions and dynamic capabilities combined with the
ability to recognize entrepreneurial opportunities affect new opportunity exploitation? The
main research question is based on the current literature, research gap described above,
and the intended outcome of this thesis. The main research question is the following:
RQ: How dynamic capabilities and entrepreneurial cognitions are affecting to
entrepreneurial opportunity recognition and evaluation?
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A total of three sub-questions were formulated to provide more detailed insights to the main
research question and assess the three main theories more closely. The sub-questions are
the following:
Sub-Q1: How entrepreneurial opportunities are recognized and evaluated?
Sub-Q2: How entrepreneurial cognitions are affecting entrepreneurial opportunity
recognition?
Sub-Q3: How (intangible) resources and dynamic capabilities are affecting to
entrepreneurial opportunity evaluation?

1.4 Exclusions and limitations
This study intends to research entrepreneurial opportunity recognition in the textile and
fashion industry. Therefore, the scope is limited to entrepreneurs experienced in this
particular industry.
As the intention is to study entrepreneurs, all the respondents must have an entrepreneur
status. The scope of limitation in this matter is drawn to ownership. The respondents must
have at least the status of a minor owner. The respondents are individual entrepreneurs
representing their firms or firms in this thesis. However, as this thesis is researching the
industry, individual firms or entrepreneurs are not analyzed. Hence, the only delimitation
was set by the scope of research.
The group of respondents had in total of 11 interviewees. The group was selected from a
pool of potential entrepreneurs by their willingness to participate. All the entrepreneurs
participating this research possessed considerable experience from the industry. The group
of respondents consisted of 10 male and one female entrepreneurs. This particular group of
respondents offered a great insight to the industry of textile and fashion. However, the
results of the empirical part of this thesis may not offer undisputed fact about
entrepreneurship. Thus, it is rather offering new insights to this particular industry for further
research.
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1.5 Structure of the study
This thesis is structured in the following manner. The introduction chapter introduces the
reader to the background of this study. After that, it addresses the existing research gap,
which is followed by the research questions. At the end of the introduction chapter, the
exclusions and limitations of this study are addressed. The second chapter narrates the
research in context by describing the researched industry and the types of companies
involved in the research.
The third chapter of this thesis address the literature used to build the theoretical framework,
and it is also used for the empirical part in analyzing the results. The literature review is
divided into three subchapters, all representing the three main theoretical themes.
After the background for the research and theoretical framework are presented, the research
methodology will be demonstrated. The findings chapter will present the empirical findings
from the data. The final chapter concludes this thesis and presents the findings of this thesis
in relation to earlier research.
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2. RESEARCH IN CONTEXT
The purpose of this chapter is to provide the context for the research. This chapter will
introduce the researched industry and specify the type of companies involved in the
empirical part. This chapter will also include a family business perspective, which is relevant
to this research.

2.1 (Finnish) Textile and fashion industry
The definition of SME is fulfilled if a company is employing less than 250 individuals and its
turnover does not exceed 50M euros annually (Stat.fi n.d.). This thesis is researching
Finnish SMEs operating in the industry of textile and fashion. Textile and fashion industry,
in general, is an industry with many dimensions including; textile and clothing care, clothing
and textile manufacturing, other industry level manufacturing, as well as wholesale and retail
markets (Kohti tekstiili- ja muotialan kestävää kasvua n.d.). This thesis is focusing on “the
core of the industry”, which is textile and clothing manufacturing. The whole textile and
fashion industry generated 4,4B€ of turnover in 2019 in Finland, and the manufacturing of
clothing and textile contributed to that number with approximately 1,05B€ combined turnover
among the firms (Tekstiili- ja muotiala Suomessa n.d., 4). Textile manufacturing generated
a combined turnover of 410M€ in 2019 when clothing manufacturing companies’ combined
turnover was 640M€ (Tekstiili- ja muotiala Suomessa n.d., 5). Altogether there were 660
companies manufacturing clothing and textile in Finland in 2017 and they employed in a
total of 4780 individuals (Tekstiili- ja muotiala Suomessa n.d., 4).
In general, the Finnish textile and fashion industry have been in a downturn for a while.
Between the years of 2006 and 2018, the overall number of companies in the industry
decreased by 22% (Tekstiili- ja muotiala Suomessa n.d., 9) In the same time number of
clothing manufacturing companies reduced by 29%, and number of textile manufacturing
companies reduced by 24% (Tekstiili- ja muotiala Suomessa n.d., 10). The decreasing
number of companies also affects employment in the industry. Like the number of
companies, the number of personnel working in the industry reduced 22% between 2006
and 2018 (Tekstiili- ja muotiala Suomessa n.d., 16). While the number of companies in the
industry has reduced, the combined turnover of textile and clothing manufacturing
companies has been growing in the recent years and the importance of export has been
increasing (Tekstiili- ja muotiala Suomessa n.d., 28-36)
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Textile and fashion industry has been in the middle of global structural change in the last
few decades. Among other things, the industry has become increasingly global in terms of
production as companies have moved their production to different countries or even
outsourced the whole production to contract manufacturers (Čiarnienė and Vienažindienė
2014). Sustainability has been an increasingly influential global trend in the textile and
fashion industry. Innovations in the industry are made to be more sustainable than before in
terms of materials and new ways of implementing circular economy as well as other
sustainable values are constantly being developed (Kohti tekstiili- ja muotialan kestävää
kasvua n.d.). The industry has also received growing institutional pressure regarding
corporate social responsibility (CSR) from e.g. governments, industry organizations, and
NGOs (Pedersen and Gwozdz 2013). Research conducted by Pedersen and Gwozdz
(2013) suggests that majority of Nordic fashion companies see the institutional pressure
towards CSR as a compliance game rather than a strategic opportunity. However, the same
research indicated that the increased pressure for CSR has a positive effect on opportunityseeking behavior, suggesting that some companies used this pressure to improve their CSR
beyond stakeholder expectations.
Ruokamo (2017) listed phenomena that are modifying the textile and fashion industry in the
future. Firstly, the world economy and its unpredictability require alertness and fast
maneuvers from businesses. Globalization changes competitive positions as the global
markets are open to competition and especially as Asian manufacturers are developing their
own consumer brands. Secondly, consumer behavior is changing as consumers are
progressively using various platforms such as Amazon as their prior source of information.
This requires brands to reconsider their cooperation with online shops. Finally, the textile
and fashion industry will evolve to more modern direction and implement new technologies
such as artificial intelligence in designing new products, dynamic pricing, or forecasting
demand. Development to more modern direction also means that sustainable values will be
more strongly linked to the whole value chain of the textile and fashion industry.
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2.2 Family business perspective
Family businesses are a significant part of Finnish (and global) economy. Especially in small
and medium-sized companies, family firms are well represented. “…38% of medium-sized
companies and 75% of small-sized companies” in Finland are family firms (Family
Businesses in Finland 2018, 31). Research conducted by Villalonga and Amit (2010)
indicated that 65% of publicly-listed apparel and other textile products offering companies
in the US were managed by founders or members of the founding family. The percentage
was even higher (77%) if either founding or non-founding family managed the business.
These numbers are referring to first-generation companies. Exact data about the percentage
of family firms in the textile and clothing industry in Finland cannot be found. However, for
example, over 80% of the group of entrepreneurs interviewed for this empirical research had
a family business background. Thus, the family business perspective cannot be neglected.
The interest in family business research has been growing steadily since the 1990s and can
now be referred to as its own independent academic field of study (Evert, Martin, McLeod
and Payne 2015; Short, Sharma, Lumpkin and Pearson 2016). Family business research
mainly focuses on how family firms differ from nonfamily firms (Combs et al. 2019). GómezMejía et al. (2007) are suggesting that family businesses value more their socioemotional
wealth (identity, managing family influence, and the continuation of the family dynasty) than
nonfamily businesses, and therefore if socioemotional wealth is jeopardized family
businesses are willing to take more risk in order to retain family control. Abdellatif, Amann
and Jaussaud (2010) are contributing to the previously stated findings concerning family
businesses being more willing to maintain their independence than nonfamily businesses.
However, they also suggested that family businesses are more risk-averse than nonfamily
businesses, especially in terms of internalization.
Even though this thesis is not researching family business entrepreneurship per se, it is
worth highlighting the family business perspective since most of the respondents in the
empirical part of this thesis had a family business background. It is an important factor to
take into consideration when evaluating the results of this thesis as family businesses tend
to behave differently regarding new opportunity recognition and evaluation (Hayton,
Chandler and DeTienne, 2011). Actually, the involvement of the family in business may have
an effect in any strategic decisions as usually the businesses are intended to last for future
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generations (Barros, Hernangómez and Martin-Cruz, 2016). Family businesses have
different values than nonfamily firms. These family firm values highlight sustainable and
moderate growth, and the importance of reputation, rather than seeking for ultimate profit
for shareholders that is more typical in nonfamily firms (Koiranen 2002). These values create
different motivations for decision-making and must be considered in the results of this thesis.
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3. THEORETICAL FRAMEWORK
In this chapter, the theoretical framework of this thesis is presented. The theoretical
framework is divided into three main themes. Firstly, entrepreneurial cognition deals with
the decision-making processes of entrepreneurs, especially diving into the minds of
individual entrepreneurs by affecting every decision made. Secondly, the resource-based
view is creating an understanding of entrepreneurs’ intangible and tangible resources and
how they are seen and developed by entrepreneurs. Finally, the entrepreneurial
opportunities chapter is offering a deeper understanding of how entrepreneurs recognize
new entrepreneurial opportunities, in what situations, and what are the drivers for exploiting
the opportunities.

Figure 2. Theoretical framework
Figure 2 presents the theoretical framework and the connection all the theoretical themes
have. In theory, both entrepreneurial resources and cognitions are strongly linked to every
process of entrepreneurial opportunities from recognition to evaluation and exploitation.

3.1 Heterogeneity among entrepreneurs
Entrepreneurs are heterogeneous in many ways and several factors are influencing
entrepreneurs in opportunity decisions. Firstly, all entrepreneurs have their education and
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employment history, which affect the skills, experiences, and general background of the
entrepreneur. These are called the human capital and are an essential resource for the
entrepreneur, but more importantly, they can influence opportunity recognition and
assessment (Shepherd, Williams and Patzelt, 2014). For instance, Westhead, Ucbasaran
and Wright (2005) studied the behavior of different types of entrepreneurs. They proved in
their study that the portfolio entrepreneurs (multiple businesses in parallel) were significantly
more eager to create or join new ventures in the future than other types of entrepreneurs.
Respectively, for example, serial entrepreneurs (multiple businesses in sequence) were not
so eager to start new ventures. The authors suspected that the reason for the reluctance
might be that they are more worried about their reputation. The same study also noted that
novice entrepreneurs often miss opportunities, since they are often failing to detect the
market’s needs and unable or even reluctant to adapt as the environment changes. Overall
entrepreneurial opportunities are attractive when they are related to the human capital of
the entrepreneur and inimitable (Haynie, Shepherd and McMullen 2009).
Secondly, entrepreneurs are emotionally heterogeneous. All entrepreneurs are individuals
and can react differently in the same situations. Emotions can drastically affect how the
entrepreneur is deciding related to the opportunity (Shepherd, Williams and Patzelt, 2014).
Welpe et al. (2011) researched this subject and found out that fear is a reducing variable in
exploiting opportunities. However, anger and joy are increasing the chance of opportunity
exploitation.
Finally, entrepreneurs are heterogeneous in how they comprehend environmental
conditions. Uncertainty and market conditions are examples of environmental conditions
affecting decisions of exploiting the entrepreneurial opportunities (Shepherd, Williams and
Patzelt, 2014). McKelvie, Haynie and Gustavsson (2011) stated in their research that for
example, increased uncertainty and predictability decreases the entrepreneur’s willingness
to exploit opportunities. However, they also demonstrated that not all uncertainties are
treated equally in the eyes of an entrepreneur.
As mentioned, entrepreneurs are heterogeneous in their human capital, they react
differently in the same situations, and they have their own perception of the environment
they are acting in. Even though this thesis is studying an industry rather than entrepreneurs,
it is important that industry is formed from companies operating on the same markets and
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especially SMEs are operated by individual entrepreneurs or group of entrepreneurs.
Individuals eventually create the shared beliefs inside an organization and modes of
operation inside an industry, as it is more in-depth argued later in this literature review.

3.2 Entrepreneurial cognition
The way entrepreneurs think has been an interest of many entrepreneurship scholars.
Especially how entrepreneurs are thinking compared to non-entrepreneurs is a topic that
has raised the interest of researchers. (e.g. Busenitz & Barney, 1997; Mitchell et al. 2002;
Mitchell et al. 2007). Cognition refers to mental models of an individual, affecting the
decisions made. These individual cognitions are generated over time and said to be pathdependent, meaning that the past events shape future decisions (Rizzello 2004). Cognitions
are shaped over time by individual experiences, learning and directly communicating with
others, and ultimately affecting each component of the sense-making process (Bogner and
Barr 2000). Alvarez and Busenitz (2001, 758) defined entrepreneurial cognition as “the
extensive use of individual heuristics and beliefs that impact decision-making” when on the
other hand, managerial cognition is referred to as being more systematic and justified
decision-making. Whereas, Mitchell et al. (2007, 97) define entrepreneurial cognition as
being “…the knowledge structures that people use to make assessments, judgments, or
decisions involving opportunity evaluation, venture creation, and growth.” The cognitive view
offers a new perspective on the entrepreneurial process in emphasizing an individual’s role
by understanding how entrepreneurs use their previous knowledge to connect them in order
to create new products or services (Mitchell et al. 2007).
Entrepreneurs are substantially more likely to lean on biases and heuristics in decisionmaking processes than non-entrepreneurs (Busenitz and Barney 1997). Bias and heuristic
decision making in entrepreneurial context refers to less rational reasoning in the decisionmaking process. In uncertain situations, heuristics and biases can be an effective way to
assess the right decision considering circumstances. The usage of biases and heuristics
are more common in the evaluation of opportunities, more rational decisions are usually
made in the exploitation phase (Bryant 2006). Thus, it can be argued that many
entrepreneurial decisions would never be made without the use of biases and heuristics
(Busenitz and Barney 1997). In some cases, quick decision-making is crucial. By the time
more rational decision-maker (non-entrepreneur) will have all the information needed, the
window of opportunity often may be gone. Simplifying decisions with biases and heuristics
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may be vital to overcome problems that may turn out to be overwhelming from a strict
econometric approach. Basing decisions to biases and heuristics may be feasible,
especially in the startup years; however, less rational decisions can lead to even fatal
mistakes as the firm matures (Busenitz and Barney 1997).
Entrepreneurs way of thinking and usually the absence of linear and factually based
decisions is argued as being the reasons why entrepreneurs have innovative ideas (Alvarez
and Busenitz 2001). It has been argued that entrepreneurs tend to face more uncertainty in
their environment (Shepherd, Williams and Patzelt 2014). Therefore, in order to exploit the
brief window of opportunity, biases and heuristics can simplify the decision process of an
entrepreneur (Busenitz and Barney 1997). The use of heuristics and biases are also linked
to the entrepreneur’s personal characteristics and often reflects the opportunity seizing
mentality that entrepreneurs usually act on even with limited information. (Baron 1998;
Busenitz and Barney 1997).
The process of knowledge-creation and decision-making capabilities are thought to be
crucial factors in achieving a competitive advantage. Entrepreneurial learning may indeed
have links to the use of heuristics in decision-making (Alvarez and Busenitz 2001).
Heuristics in entrepreneurial decision-making are highlighted (Busenitz and Barney 1997;
Baron 1998; Alvarez and Busenitz 2001). However, the research on the topic is still quite
marginal (Shepherd, Williams and Patzelt 2014).
According to Busenitz and Barney (1997), entrepreneurs behave and think differently than
managers in large organizations. This behavioral difference affects the way the two groups
are making decisions. Because of the more heuristic decision-making of entrepreneurs, they
can often make quick sense of the situation in uncertain circumstances (Busenitz and
Barney 1997). This quick and forward-looking approach of entrepreneurs can be fruitful in
seizing new opportunities and creating new innovations. Therefore, these decisions can
potentially be a source for competitive advantage if the conclusions reached with heuristicbased logic are valuable in the market, inimitable, and exploited properly by the entrepreneur
(Alvarez and Busenitz 2001).
Alvarez and Busenitz (2001) argue that entrepreneurial cognition can be a source of
competitive advantage, at least in two ways. Firstly, it enables the discovery of new
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opportunities. The entrepreneurial cognition perspective helps to understand the difference
between entrepreneurs and non-entrepreneurs. Entrepreneurs tend to have the capacity to
recognize opportunities when most others see a benign environment or are focusing on
potential threats. Secondly, heuristic-based decisions help in the startup phase when
problems and irregularities, which are inherent when developing new firms. The importance
of heuristics in entrepreneurial decision situations with limited information is also highlighted
by Busenitz and Barney (1997).
3.2.1 Managerial and Dominant logic
Manager’s (or entrepreneur’s) way of conceptualizing the business and making resource
allocations is referred to as a managerial logic (Kor and Mesko 2012). Prahalad and Bettis
(1986) introduced the concept of dominant logic. They are defining it as follows: “…the way
in which managers conceptualize the business and make critical resource allocation
decisions - be it in technologies, product development, distribution, advertising, or in human
resource management.” (Prahalad and Bettis 1986, 490). Managerial capabilities such as
managerial human capital (skills and knowledge), managerial social capital (relationships
and connections to resources), and managerial cognition (beliefs and mental models for
decision making) are vitally linked to the development of a firm's dominant logic (Kor and
Mesko 2012). To conclude, managerial logic is manager’s vision about the business (Kor
and Mesko 2012), and dominant logic is an organizational concept influencing cognitions at
every level (Lampel and Shamsie 2000).
Individuals (entrepreneurs, managers, etc.) communicating and sharing pieces of their
individual cognitive framework eventually shapes everyone’s cognitive frameworks in a
given social group. These interactions will lead to commonly shared ideas or concepts,
eventually resulting in the situation where an individual’s cognitive framework will detach
from the individual level and start to live the life of its own inside a social group creating
shared belief or “dominant logic” (Bogner and Barr 2000). One way of how the development
of dominant logic can be seen is in the usage of cognitive biases. In uncertain and complex
decision-making situations, entrepreneurs are commonly simplifying the decisions by relying
on limited information or heuristics (Busenitz and Barney 1997).
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Over time, firm-level frameworks or “dominant logic” will evolve due to individuals within a
firm communicating with each other sharing their thoughts on markets, industry, or anything
relating to their line of business. This will lead to so-called organizational myths or belief
systems depicted in the middle of figure 3 on page 20 (Bogner and Barr 2000).
Entrepreneurs usually have a management role in one form or another, therefore affecting
firm dominant logic. Thus, especially in the early stages of a business “…dominant logic is
very much a reflection of managerial dominant logic.” (Kor and Mesko 2012, 235).
Dominant logic is an organizational concept reflecting the shared cognitive structure of
individuals in a given organization and how e.g., managers allocate resources (Prahalad
and Bettis 1986). Over time, when dominant logic is used in decisions, dominant logic will
evolve as an organizational-level phenomenon that influences expectations, beliefs, and
priorities in organizational routines, procedures, and resource allocations (Kor and Mesko
2012). Organizational frameworks in the middle of figure 3 represent the dominant logic of
an organization (Bogner and Barr 2000). It can be seen from the figure that dominant logic
is built from the insights of individuals (e.g. entrepreneur), and the shared beliefs are also
influencing the individual, in this case, entrepreneurs’ cognitive strategy frame. Dominant
logic usually leads to problems when trying to renew or diversify business strategies. This
is because of top management teams tend to be cognitively rigid and therefore lack the
ability to modify their dominant logic of how the core business with new information (Von
Krogh, Erat and Macus, 2000).
Dominant logic has an effect of filtering information in a way that attention tend to focus on
the data thought as relevant and other data are easily ignored (Bettis and Prahalad 1995).
This “relevant data” is then used in building business strategies and systems. They are also
affecting to business values and expectations as well as reinforcing organizational behavior
(Bettis and Prahalad 1995). Von Krogh, Erat and Macus (2000) studied the link between
dominant logic and company performance. In their research, they argued that as the market
dynamics increase, the dominant logic of top management teams limits the strategic options
they are able to identify.
Shared knowledge that individuals have formulated into cognitive templates in order to give
it a form and a meaning these templates are referred to as strategy frames (Narayanan,
Zane and Kemmerer 2010). Strategy frames are affecting to strategic decisions made.
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Strategy frames are developed when a group of people (e.g., management team) are in
close interaction with each other. These cognitions are easily spread to individuals joining
the team because of the group's motivation to teach practices and the newcomer’s
willingness to learn all new useful information (Levine, Resnick and Higgins 1993).
3.2.2 Collective Strategy Frame
As mentioned above, cognitive frameworks can lead to shared beliefs inside a social group
such as a management team (Prahalad and Bettis 1986; Kor and Mesko 2012). However,
the same is true inside an industry (Bogner and Barr 2000). Firms inside an industry
communicating with each other create similar beliefs than inside organizations leading to
industry level frameworks. These shared frameworks in the industry level have been
empirically proven to affect individual firm-level strategic decisions, hence the term
“collective strategy frame” (Bogner and Barr 2000). Thus, commonly shared assumptions
regarding the industry lead to similarities between organizational strategies and actions.
Figure 3 is illustrating the hierarchy of cognitive frameworks (Bogner and Barr 2000). Solid
lines from the individual level to organization represents the fact that organizations are built
by individuals and organizational frameworks are developed by individual frameworks.
However, organizational level cognitive frameworks also affect the individual’s views
(downward broken lines). Organizations are communicating together as an industry and
creating shared views (solid lines); mutually, organizations can strengthen their firm-level
frameworks with commonly shared views inside the industry (broken lines).

Figure 3. Hierarchy of Cognitive Frameworks (Bogner and Barr 2000, 214)
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3.3 Entrepreneurial Opportunities
One of the essential abilities of a successful entrepreneur is to identify and select the right
opportunities. Thus, it is an important part of entrepreneurial research to explain the
discovery and development of opportunities (Ardichvili, Cardozo and Ray 2003). Despite the
obvious link between entrepreneurial opportunities to strategy and entrepreneurship, there
have been surprisingly few studies recently focusing on opportunities. Many of the studies
in the field of strategic and entrepreneurial processes are not focusing on the opportunities
but rather taking them for granted (Companys and McMullen 2007).
According to Choi and Shepherd (2004), entrepreneurs have two options concerning the
exploitation of an opportunity. Entrepreneurs can take the time necessary to gather enough
information and data as well as build resources and capabilities to reduce market
uncertainties. The other option is to maximize their lead time by exploiting the opportunity
now. Lead time refers to the period of time the business has before competitors have time
to enter the same markets. Lengthening the lead time can be beneficial for the company in
strengthening the brand, expand its product line, achieve cost advantages, and keep higher
margins without price competitors. Thus, it is important for entrepreneurs to ponder whether
to try to get the lead time advantage and exploit the opportunity now or to build resources
and capabilities in order to reduce the uncertainty and delay the exploitation.
3.3.1 Opportunity Recognition Process
Pieces of opportunity can be recognized, but eventually, opportunities are made, not
exclusively found (George et al. 2014). According to Ardichvili, Cardozo and Ray (2003),
opportunity development requires creative work from the entrepreneur, and therefore the
focus should be on “opportunity development” rather than “opportunity recognition”. The
opportunity development process is cyclical and iterative. During this process, the
opportunity is usually evaluated and developed several times, which can lead to finding new
opportunities or modifying the initial idea. The opportunity development process begins
when entrepreneurial alertness exceeds a threshold level. The heightened entrepreneurial
alertness is usually a mixture of several factors such as personality traits (creativity and
optimism), prior relevant experience and knowledge, and social networks

21

Shepherd, Williams and Patzelt (2014) conclude that all entrepreneurs perceive
entrepreneurial opportunities in their own way. Thus, entrepreneurs are heterogeneous in
their human capital, meaning their personal skills, education, training, employment
experience, background, and skills. All of these resources are important for entrepreneurs
and effecting their individual opportunity recognition and assessment related to
entrepreneurial opportunities. Opportunities develop when individuals are shaping their
ideas into business plans.
According to Ardichvili, Cardozo and Ray (2003) most of the entrepreneurship literature is
speaking about “opportunity recognition”; however, it consists of three elements; perception,
discovery, and creation. Perceptions are market needs or underemployed resources that
can be recognized by some individuals with the sensitivity to new opportunities and the
creation of new value. Discovery is the act of recognizing a gap or fit in the markets between
needs and specific resources. Recombining resources in order to create more value than
currently is available is called “concept creation.” These concept creations can be radical
and may lead to significant changes in the markets.
Opportunity Recognition Process -framework (figure 4) is visualizing the process from
opportunity recognition to exploitation. Like Ardichvili, Cardozo and Ray (2003) mentioned
above, the Opportunity Recognition Process -framework is emphasizing that opportunity
recognition consists of opportunity discovery and opportunity creation. When opportunities
are discovered, it is referring to the situation where either market need or product already
exists. Respectively, opportunity creation occurs when the product does not already exist,
or there is no prior market need per se. When market needs and the product is obvious, this
is classified as opportunity recognition (George et al. 2014). Why some individuals discover
or create opportunities can be evaluated with six prominent factors that are all influencing
the opportunity recognitions, namely prior knowledge, social capital, cognition,
environmental conditions, entrepreneurial alertness, and systematic search, according to
George et al. (2014).
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Figure 4. Opportunity Recognition Process
George et al.’s framework (2014) suggests that prior knowledge is gained from personal and
professional experience. The gained knowledge includes an individual’s knowledge of
markets as well as how to please market and customer needs. This knowledge can be useful
if the individual has the cognitive capacity to value it. The exact role of prior knowledge in
the opportunity recognition process is a bit debated. Some researchers consider prior
knowledge as a cornerstone of the opportunity identification process and others have
suggested that prior knowledge has to be combined with other information, such as
education and social connections, in order to recognize opportunities. The importance of
prior knowledge as a part of recognizing opportunities has been empirically researched and
proven to be positively related by many researchers (e.g. Young and Francis 1991; Ko and
Butler 2006).
Shane (2000) suggested that entrepreneurs have accumulated different stocks of prior
knowledge through their life experiences. Those stocks of prior knowledge are increasing
the probability of identifying entrepreneurial opportunities. Shane (2000) names three main
categories for prior knowledge. Firstly, prior knowledge about markets helps an
entrepreneur to understand the market conditions and demand, simplifying opportunity
recognition. Secondly, prior knowledge about how markets can be served, precisely how to

23

make the most use out of new innovation in the markets. And finally, prior knowledge of
customer problems. Simply, information about customer problems can trigger an opportunity
identification process to help the customer with unmet needs.
The framework created by George et al. (2014) highlights information and resources as a
key variable in the opportunity recognition process. Entrepreneurs networking with
individuals with different backgrounds and expertise can help to identify opportunities in
otherwise unlikely situations. Social capital, as mentioned, can help to identify opportunities,
but it can also help in exploiting those opportunities. Exploiting may be facilitated with rare
resources acquired with social capital.
Certain individual characteristics facilitate in creating new firms. These characteristics
include “…creativity, self-efficacy, the propensity to assume risks, the need for achievement,
the need for independence, and locus of control” (George et al. 2014, 333). Each of these
personality traits is affecting the opportunity recognition process of an entrepreneur. Some
researchers have been focusing on the cognitive processes and behaviors in relation to
recognizing and exploiting entrepreneurial opportunities (Baron 2008). Entrepreneurs and
nonentrepreneurs characteristics do not vary much. However, entrepreneurs tend to exploit
potential opportunities when others do not. Researchers have been explaining this
phenomenon through cognitive biases (George et al. 2014).
Factors influencing opportunity identification can also be totally out of the entrepreneur’s
hands. Environmental factors such as economic growth, social and political contexts,
geographic location, and cultural values can significantly affect the process of opportunity
identification (George et al. 2014). Opportunity discovery or creation is accelerated by new
information created for example from changes in technology or the political climate (Shane
and Venkataraman 2000). For example, knowledge of society’s available resources affects
the creation of entrepreneurial opportunities. It is important to understand the environmental
conditions when evaluating how individuals act on new entrepreneurial opportunities
(George et al. 2014).
Entrepreneurial alertness is “…the capacity to possess keen insights into identifying
entrepreneurial opportunities.” (George et al. 2014). Many researchers have come to the
conclusion that if an entrepreneur has high alertness, the individual does not have to actively
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search for opportunities (e.g. Shane and Venkataraman 2000; Ardichvili, Cardozo and Ray
2003). In the scenario of high entrepreneurial alertness, just observing the phenomena can
be enough in order to identify new opportunities. Individuals with high alertness can also
more easily see the change in their industry or social environment than the individual with
lower alertness (George et al. 2014).
Systematically searching for opportunities from known information domain helps in search
of opportunities (Fiet, Piskounov and Patel, 2005). These opportunities are usually
consisting of prior knowledge and the venture creation idea fitted together. As mentioned,
the source of prior knowledge is experience and social capital, indicating the weaknesses
of entrepreneurial alertness, making the point that aspiring entrepreneurs cannot just
systematically search for opportunities, because they are rather born from prior knowledge
and experience (George et al. 2014).
Opportunities need resources in order to be exploited. Resources can be seen in two ways:
(1) existing resources that can be employed to exploit the opportunity, and (2) an
assessment of the future resources needed to exploit opportunities (Haynie, Shepherd and
McMullen 2009). Basically, resources serve as the basis for firm adaption and enable
strategical change within the marketplace. Entrepreneurs evaluating opportunity is most
likely focusing on their own resources and those resources that can be acquired from
somewhere that is needed in exploiting the opportunity. Entrepreneurs most likely pursue
opportunities related to resources they already have (Shane 2000; Haynie, Shepherd and
McMullen 2009)
3.3.2 Opportunity evaluation
The importance of prior knowledge has been widely acknowledged. However, prior
knowledge also affects entrepreneurs’ views about what are attractive opportunities. Hence,
prior knowledge largely affects the opportunities entrepreneurs decide to exploit further
(Griber, Kim and Brinckmann 2015).
Opportunities are evaluated in every step of the development by the entrepreneurs. The
initial evaluation typically aims to prove that there is a need in the markets or resources
available. This type of initial evaluation usually provides some idea if the opportunity needs
further development or not. This evaluation may not even be communicated to others until
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the opportunity thought to be even somewhat feasible and additional resources are needed
to conduct a further investigation (Ardichvili, Cardozo and Ray 2003). Evaluating
entrepreneurial opportunities demand a lot of resources like time, attention, financial
investments, social capital, and so on. Therefore, it is critical to evaluate in the beginning if
the opportunity is even worthwhile to exploit the opportunity further and start using resources
(Griber, Kim and Brinckmann 2015).
According to Ardichvili, Cardozo and Ray (2003) the process of opportunity evaluation
becomes more formal when other resources than the time of individual have been used in
the process. The next step in the process may be to conduct a feasibility analysis in order
to better understand if the product or service can actually deliver the intended value. The
analysis also aims to prove if the proposed opportunity can, in fact, also deliver economic
value. Feasibility analysis is useful even with very rudimentary business concepts since it
can demonstrate the usefulness for prospective stakeholders as well as addressing either
market needs or value creation capability of the product or service. Heuristics and biases
are frequently used in entrepreneurial opportunity evaluation. However, more rationalized
decisions are made in the actual exploitation phase of the opportunity (Bryant 2006).
The beginning and growth period of a venture is far from a relaxing time. In those venture
stages, the entrepreneur usually needs to make several decisions under uncertainty
(Hambrick and Crozier, 1985). Managers in large organizations can usually reduce the
uncertainty level of decisions by relying on past performance, trends, or other information.
However, entrepreneurs usually do not have such historical data to help them in their
decisions. Paradoxically, entrepreneurs have to make more decisions in situations with
greater uncertainty with less data and information than a manager in a large organization.
Thus, Busenitz and Barney (1997) argue that the ones that tend to use heuristics and biases
are more likely to become entrepreneurs. On the one hand, the more cautious and rational
decision-makers are more likely to be managers in large organizations (Busenitz and Barney
1997). On the other hand, family businesses are different regarding historical data as family
businesses accumulate knowledge across generations (Chirico 2008), and in some cases,
it can provide a totally different setup for decisions.
The decisions made by entrepreneurs are, on average, made in more uncertain
circumstances and are more complex than those made by managers in large organizations.
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Taking account the circumstances, biases and heuristics are more likely to have utility in
high complex decisions. Large organizations develop routines to help managers in decisions
making. However, entrepreneurs usually lack such routine (Busenitz and Barney 1991).
Research conducted by Bryant (2006, 738-739) about decision heuristics in entrepreneurial
opportunity evaluation and exploitation identified five common heuristics used by
entrepreneurs in decision-making process regarding new opportunities:
1. Fit with the core strategy
2. Market knowledge
3. Trusting other parties
4. Trusting gut
5. Assessing the worst-case scenario
According to Bryant (2006) strategic fit and knowledge of the markets are heuristics that
entrepreneurs use to simply determine if the evaluated opportunity is worth considering at
all. Respectively, other parties such as suppliers, investors, advisers, or other collaborators
can provide honest and reliable pieces of advice in the evaluation process. On the other
hand, gut feel is based on own prior experiences and accumulated expertise that can give
the needed intuition to come to a decision. Lastly, the assessment of worst-case scenario
can give the entrepreneur an idea about “what if the worst-case scenario would happen”,
would it fatal for the company.
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3.4 Organizational Dynamic Capabilities
In this chapter a literature review of dynamic capabilities is presented.
3.4.1 Resource heterogeneity
Groundbreaking articles by Barney (1986) and Dierickx and Cool (1989) were the starting
point for the discussion about resource heterogeneity. The previously mentioned articles
dealt with a sustained competitive advantage and the accumulation of resources. However,
in 1991 the Journal of Management published a special issue on the resource-based model,
which convinced strategic researches on heterogeneous assets importance in achieving
sustained competitive advantage (Alvarez and Busenitz 2001).
As entrepreneurs, at least some of the resources the organizations possess are also
heterogeneous. It is necessary in order to gain sustained competitive advantage. However,
heterogeneity is not enough to gain sustained competitive advantage. To have the potential
for competitive advantage, the resource needs to be valuable, rare, inimitable, and
nonsubstitutable (Barney 1991).
3.4.2 Organizational Resources
In his groundbreaking article Jay Barney (1991, 101) defined firm’s resources as “all assets,
capabilities, organizational processes, firm attributes, information, knowledge, etc.
controlled by a firm that enable the firm to conceive of and implement strategies that improve
its efficiency and effectiveness.” Thus, it is clear that every business must be built on
resources because, without them, no organization could not operate or survive. However,
in order to achieve sustained competitive advantage, resources must be in some way unique
(Barney 1991; Peteraf 1993). Barney (1991) introduced the VRIN framework (figure 5) to
determine if a firm’s resources have the potential of being sources for sustained competitive
advantage. Peteraf (1993) contributes to the arguments of Barney (1991) by suggesting a
model containing four conditions which determine the possibility to achieve sustained
competitive advantage, and they all must be met. These four conditions are; heterogeneity
of resources (access and control resources that are not available for others), ex post limits
to competition (inimitability of resources), imperfect mobility (resource cannot be traded),
and ex ante limits to competition (limited competition prior entering market or firm
establishing control over a set of resources) (Peteraf 1993). The VRIN framework lacks
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coherent empirical testing (Talaja 2012). However, some researchers have been able to
provide evidence that VRIN resources and capabilities can be source for sustained
competitive advantage and perform better than average (e.g. Talaja 2012; Diharto,
Budiyanto and Muafi, 2017).

Valuable

Rare

Inimitable

Enables firm
to exploit
strategies
and/or
neutralizes
threats.

Current and
potential
competitors
cannot have
access to the
resource.

The resource
must be
imperfectly
imitable.

Nonsubstitutable
Must be no
strategically
equivalent
resource
available.

Figure 5. VRIN Framework
Organizational resources can be either tangible, intangible, or both. Tangible resources
manifest all physical assets, such as machinery. Respectively, intangible resources manifest
itself in non-physical forms. Intangible resources can be divided into two subcategories;
relationships and knowledge (Greco, Cricelli and Grimaldi, 2013). The relationships include
both internal (e.g., team dynamics) and external (relationships with external stakeholders)
(Greco, Cricelli and Grimaldi, 2013). The knowledge subcategory refers to the tacit
knowledge inside the organization and explicit knowledge such as trademarks and patents
(Greco, Cricelli and Grimaldi, 2013).
A research conducted by Kellermanns et al. (2014) tried to understand better the difference
between researchers’ and entrepreneurs’ definitions of resources. They found out that as
expected, the definitions have many similarities. However, many important differences in
definitions can also be clearly seen. The main contribution of this study was that
entrepreneurs are valuing their resources in their own way. Entrepreneurs do not value
resources as is, rather through their potential in creating a competitive advantage.
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Studies made in the field of organizational resources have shown mixed opinions on which
is a more important resource, intangible or tangible. Intangible resources are argued to be
more important for organizations because of their potential to offer more long-term
competitive advantages for firms (Barney 1991; Hall 1993). However, Schriber and Löwstedt
(2015) suggested that tangible resources have a substantial role in firms’ success.
The business environments of many organizations are changing in such a rapid pace that
in order to survive, organizations need to have both tangible and intangible resources. The
survivors and success stories are the ones who possess the best tangible and intangible
resources. It is also very important to notice that only possessing the needed resources is
not enough. Organizations need to develop their resource stock with VRIN capabilities (see
figure 5) in order to succeed in the future business environment.

3.4.3 Dynamic capabilities
“Strategy matters most during times of change.” (Helfat et al. 2007,1)
The dynamic capabilities framework is a theory further developed from the resource-based
view. (Teece, Pisano and Shuen, 1997; Helfat et al. 2007) The resource-based view does
not take into account market dynamics, and that is why static resources cannot be the
source for sustained competitive advantage in a dynamic environment (Kraaijenbrink,
Spender & Groen 2010).
Globalization and digitalization have led to a situation where the business environments are
changing more than ever before. Firms need to constantly adapt to the current situation and
try to seek new opportunities and exploit changes in their business environment Helfat et al.
2007. The world has grown into a global market, but at the same time, the appreciation of
smaller, local brands has been growing in recent years. The challenge for firms is to benefit
from both global efficiency and local responsiveness, combining them into so-called “glocal”
strategies (Steenkamp 2019). Thus, in order to survive and succeed, the firm needs to
develop its stocks of dynamic capabilities (Helfat et al. 2007).
Just building a cogent resource base is not enough, especially in highly competitive and
fast-moving industries. In order to build up a sustained competitive advantage, the
organization must develop its dynamic capabilities (Teece, Pisano and Shuen, 1997). The
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original definition of dynamic capabilities is referring to “the firm’s ability to integrate, build,
and reconfigure internal and external competences to address rapidly changing
environments.” (Teece, Pisano and Shuen 1997, 516). A broader definition of Dynamic
Capabilities is that they are “…a set of specific and identifiable processes such as product
development, strategic decision making and alliancing.” (Li and Liu 2012, 2794). Dynamic
capabilities as an organizational process are about the firm’s ability to use resources in order
to match market demand or even create market change. The organizational processes of
dynamic capabilities can include for example product development routines, resource
allocation routines, and knowledge transfer and replication routines (Helfat et al. 2007).
Dynamic capabilities are the reason why some companies have the ability to change over
time and therefore perform better than their competitors.
Organizations need to have inimitable assets like know-how. However, in the dynamic
business environment, organizations will also need inimitable dynamic capabilities that are
useful in upgrading, protecting and keeping the unique asset base relevant. For more
thorough analyzing the DCs can be divided into three dimensions: (1) sensing opportunities
and threats, (2) seizing opportunities, and (3) managing threats (transforming) (Teece, 2007,
1319).
According to Teece (2007), sensing opportunities and threats are important in the fast paced
and globally competitive markets. Customer needs, technological opportunities, and
competitor activities are everchanging and demand alertness from organizations. New
opportunities can open for new players in the field or current actors. However, the important
factor is that those opportunities can put the profit streams of current organizations at risk.
Therefore, sensing new opportunities is very much about scanning the business
environment, identifying, developing, and evaluating business opportunities.
Teece (2007) highlights that seizing refers to the actions when an opportunity is sensed,
and it is decided to act on. The sensed opportunity needs to be developed to a product,
process, or a service in order to answer the discovered market need. This process requires
resources in order to capture the sensed opportunity. The ability of an organization to seize
opportunity depends on the market needs and the stocks of resources it has.
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Teece (2007) argues that the successful sensing and seizing of opportunities can lead to
the growth of the organization. Profitable growth will also grow the resource and asset stocks
of the company. Path-dependency is something successful companies will encounter. In
order to maintain growth, it is highly important to recombine and reconfigure the stocks of
assets. In this way, the organization will stay competitive in the changing markets.
Transforming what generates value will also protect it.
According to Teece (2007) the dynamic capabilities framework demonstrates the
importance of DCs as a source of competitive advantage, especially in rapidly changing
industries. The process is continuous, as companies should develop their capabilities in the
dynamic markets (see figure 6). The generated economic profit as well as the amount and
nature of intangible assets generated is linked to how and to what extent the company
employs its dynamic capabilities. Respectively, it can also be stated that the framework also
indicates that the past will impact current and future performance.

Sensing

Seizing

Transforming

Figure 6. Asset orchestration (Teece, 2007, 1342).
Dynamic capability is the organization’s ability to modify its resources base (Martian and
Peteraf 2007). According to the dynamic capabilities framework, companies can identify new
opportunities in their environment more efficiently and then seize them by building,
integrating and reconfiguring their key assets and activities (Teece, Pisano & Shuen, 1997).
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Competitive advantage and dynamic capabilities are directly linked with each other. In order
for a company to adapt to the changing business environment, the concept of dynamic
capability needs to be addressed. However, there are certain requirements to this, according
to Helfat et al. (2007, 14):
•

There should be heterogeneity among the same type of dynamic capabilities

•

There needs to be demand for services

•

The dynamic capabilities should be rare compared to demand size

•

No other ways of implementing the change should exist.

It is up to the company strategy and intentions, whether it wants to pursue short or long-term
competitiveness. According to Coi & Lee (2015), firms can grow their sustained competitive
advantage in two ways. Firstly, using already gained knowledge in finding new solutions, in
other words, the exploitation of new opportunities. Secondly, on the other hand, exploration
is about developing something new by searching for new knowledge. It is suggested that it
is strategically important to find a balance between exploitation and exploration. It has also
been suggested that finding balance and pursuing exploitation and exploration at the same
time would be the key for sustained competitiveness.
The industry company is operating on or the “competitive environment” is also dynamic.
Environmental dynamism describes the change in the environment’s firms are operating in.
Dynamism can be seen in technologies, market demands, customer preferences, materials,
accessibility of materials, or in any other part of the business environment (Jansen, Vera
and Crossan, 2009).
Dynamic capabilities have been empirically found to positively correlate to competitive
advantage (Li and Liu 2014). Respectively, the link between environmental dynamism and
competitive advantage has also proved to be obvious. Especially when environmental
dynamism is moderate, the effect of dynamic capabilities on competitiveness is higher. The
effect was found to be lower when environmental dynamism is low or high (Schilke 2013).

3.4.4 Path Dependency
The fundamental distinction between stocks and flows can be illustrated with the bathtub
metaphor shown in figure 7. Water in the bathtub (stock) is the cumulative result of flows of
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water into the tub. For instance, the water flowing in is the current spend on R&D when the
water in the bathtub represents the current know-how. Know-how depreciates over time,
and that is represented by the water leaking through the hole in the bottom of the tub. The
bathtub metaphor (figure 7) is illustrating that while the flows can be adjusted, the stocks
cannot (Dierickx & Cool, 1989). Thus, the inflow of the resources can be adjusted, but to
change the resource base, the firm needs asset accumulation and asset erosion process.
Path dependency is the tendency of organizations or technologies to develop in a certain
way as a result of their structural properties or their values and beliefs. In other words, history
is affecting the decisions made today (Greener, 2019). Path dependency occurs because it
is often easier or cost-effective to continue the same path than before than to create a new
path for the organization.

Figure 7. The Bathtub Metaphor
Kenton (2018) argues that industries can become committed to path dependency because
of the initial concept, method, or innovation that has adopted as the standard for the given
industry. As an example, the use of fossil fuels as the primary source of energy is at least
partly because of the development of giant industries that are intrinsically tied to that usage.
In this way, path dependency can also affect to the strategies of businesses, sometimes in
a harmful way. For example, a company may be developing a core product that would
highlight its market presence. Over time, rival products are appearing in the market that
presents more efficient competitive opportunities. Path dependency can contribute to the
inability or reluctance to invest in new innovations or organizational change.
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Figure 8. Sustained Competitive Advantage

3.5 Family business perspective
This thesis is not focusing on family businesses per se. However, most of the respondents
in the empirical part had a family business background (over 80%). Thus, it is worth pointing
out some differences between family businesses and non-family businesses in order to
better understand the results of this study.
Family firms have been operating thousands of years, but they have been studied as an
independent field only from the 1990s (Bird, Welsch, Astrachan and Pistrui 2002). The
involvement of the family in business makes the family businesses unique in their
characteristics (Chua, Chrisman and Sharma 1999). Family businesses tend to have tacit
knowledge that has accumulated over the years or even generations, and it can be used to
enchase firm performance (Chirico 2008; Price, Stoica and Boncella, 2013). Social capital
is “…the relationships between individuals and organizations that facilitate action and create
value” (Arregle, Hitt, Sirmon and Very 2007, 75). Every family business has heterogeneous
social capital developed over the years, the “strength” of it depending on the size, the
number of generations, growth, culture, and history of the family business (Arregle, Hitt,
Sirmon and Very 2007; Zahra 2010). The “strength” of social capital determines how it can
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be benefited. Social capital can provide access to rare resources or knowledge, enabling
opportunity recognition or exploitation (Zahra 2010).
Opportunities are identified differently in family businesses than in non-family businesses.
New entrepreneurial opportunities are less likely recognized as a result of sudden insight or
a creative process, and therefore the family businesses tend to come up with less innovative
products or services (Hayton, Chandler and DeTienne, 2011). ”Due to the convergence of
family and ownership, family businesses are more likely to hold on to a tacit opportunity and
develop it into a marketable codified opportunity than non-family businesses.” (Tegtmeier
and Classen 2017, 207). Innovativeness has been found to have a positive impact on family
firm performance (Kellermanns, Eddleston, Sarathy and Murphy, 2010; Price, Stoica and
Boncella, 2013). However, innovativeness in family firms lacks a coherent base of empirical
studies (Kraus, Pohjola and Koponen 2011). Respectively, the role of the family in a family
business cannot be ultimately stated to be a positive or a negative factor regarding firm
performance (Kellermanns, Eddleston, Sarathy and Murphy, 2010).
Successful and old family businesses in Finland tend to respect good ethical values such
as honesty, credibility, quality, and obeying the law over values such as willingness to grow,
good economic return to owners, or social recognition (Koiranen 2002). Even though family
firms might not value social recognition as much as some other values (Koiranen 2002),
family firms tend to have better reputations than non-family firms (Deephouse and
Jaskiewicz, 2013). Family firms tend to differ from non-family firms also in human resource
management. According to studies, family businesses have not been able to keep up with
non-family firms in terms of human resource management policies and practices even
though it would be beneficial for family firms (Reid and Adams 2001; Stewart and Hitt 2011;
Madison, Daspit, Turner and Kellermanns, 2018). However, the culture of entrepreneurship
is greater in family firms than non-family firms, providing a competitive advantage for family
firms (Zahra, Hayton and Salvato 2004).
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4. METHODOLOGY
This chapter demonstrates the empirical part of this thesis and the research methodology
used in the process. The empirical part of this thesis was designed to act as a practical
viewpoint to the research topic and it is together with literature review building a better
understanding of entrepreneurial opportunity recognition and evaluation as well as how
cognitions and resources are affecting to them.

4.1 Research design
This research aims to find out how entrepreneurs in the textile and fashion industry
recognize new opportunities and how they are evaluating them. The intention is also to
understand better the cognitive frameworks of entrepreneurs and how they affect the
process of recognizing and evaluating opportunities. In addition to these, the weight of
resources in this process is being evaluated. Considering the nature of the research,
qualitative research methods were chosen to be the most appropriate method to reach
wanted outcomes.
Business research methods can be divided into qualitative and quantitative methods
(Saunders, Lewis and Thornhill 2016). Qualitative data collection method uses data
collection techniques like interviews (Adams 2015). The qualitative method was chosen
because it is better suited to unveil the reasons, beliefs, and intentions of respondents. The
intention is to create a better understanding of entrepreneurial opportunity recognition and
evaluation in this specific industry. Form the results, a conceptual framework will be formed
to represent the findings of this thesis. Therefore, the inductive approach was chosen as the
approach for theory (Saunders, Lewis and Thornhill 2016).

4.2 Data collection
The target group of this research was entrepreneurs operating in the textile and fashion
industry. All of the interviewed individuals fall under the category of entrepreneurs as they
are acting as owners, co-owners, or minor owners of companies operating in the textile and
fashion industry. The data collection was conducted as semi-structured interviews with
individual entrepreneurs. A literature review was used to formulate the interview questions.
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The questions were modified to their final form after the first interview. All the questions used
can be found from the appendices.
The interviews followed the method of a semi-structured interview. A semi-structured
interview is an interviewing method that is used when conversationally interviewing with a
respondent. It consists of closed- and open-ended questions and often followed by why or
how questions. In this type of interview, the questions are often asked in a way that the
dialogue can mender around the topic rather than just strictly answering the question and
moving to the next (Adams 2015). Semi-structured interviews are a very common data
collection method in qualitative research interviews. The semi-structured interviews have
key questions, meaning that every interview may be different, but the key focus of all
interviews is the same (Saunders, Lewis and Thornhill 2016). Semi-structured interviews
were decided as the method of data gathering since it allows us to have a casual discussion
with the interviewee and the freedom to control the direction of the interview. The same
questions were used with every respondent. However, the used time and focus to some to
specific questions could vary case by case.
Altogether 11 entrepreneurs were interviewed for this thesis. The list of potential
entrepreneurs for interviews was received from a personal connection who has been an
entrepreneur himself in the field for 30 years. His wide knowledge of the industry and
personal connections to other entrepreneurs helped me to scout for a suitable group of
entrepreneurs for interviews. The final sample size and form of the data collection were,
however, influenced the entrepreneurs’ willingness to participate in the research. Table 1
will provide an overview of the respondents.
Respond

Role

Industry

ent

1

2

Entreprene Entreprene Family

Length of

urial

urial

the

experience

experience

in years

in industry
32

Owner,
CEO

Clothing
manufacturing

32

Minor
owner,
COO

Clothing
manufacturing

10

firm

interview
Yes

1h 13min
11sec

22

No

57min
30sec

38

3

Owner,
CEO

4

Chairman Down
of
the products
Board, coowner

20

Owner,
CEO

Clothing
manufacturing

10

co-owner,
Project
manager

Clothing
manufacturing

15

co-owner,
CEO

Clothing
manufacturing

30

8

Owner,
CEO

Linen
and 25
wool products

52

Yes

1h 29sec

9

co-owner,
CEO

Clothing
manufacturing

25

19

Yes

52min

Owner,
Clothing
Member
manufacturing
of
the
Board

37

Owner,
CEO

23

5

6

7

10

11

Table setting 40
and
wiping
solutions

Clothing
manufacturing

40

Yes

1h 5min

40

Yes

46min
33sec

15

Yes

47min
24sec

30

No

56min
38sec

33

Yes

39min
53sec

44sec
39

Yes

1h 18min
8sec

29

Yes

55min
27sec

Table 1. Background of the respondents
Table 1 describes the backgrounds of respondents. As it can be noted, all the respondents
had the role of an owner and all of them were involved in daily actions in the companies
regardless of their title. All the entrepreneurs represented the textile and fashion industry.
However, as it can be noted from table 1, the more specific industry definitions revealed that
there is a vast variation of products that can be manufactured in this industry.
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The data collection process began with contacting potential interviewees in March of 2020.
The contacted entrepreneurs were already scouted suitable for the research and the final
sample size and form were determined by the entrepreneurs’ willingness to participate. All
of the interviews were held in April of 2020.
The interview questions were formulated based on the literature review and research
questions. When designing the interview questions, each of the questions were grounded
on literature or previous research in order to have some prior assumption regarding the
discussed topic. The interview questions were divided into three categories; opportunity
identification and evaluation process, opportunity evaluation and entrepreneurial cognitions,
and lastly, opportunity evaluation, and resources. In addition, the interviewees were asked
to tell some background information about themselves and how and when they started as
an entrepreneur. Dividing the interview questions into three categories helped to get more
specific answers to the sub-questions. The sub-questions were formulated to each
represent one-third of the main research question. The answer to the main research
question was intended to be found by combining findings from the three sub-questions. One
hour was dedicated to each interview. The nature of this research is a mixture of deductive
and abductive approaches. The research questions and objectives as well as the interview
questions were formulated using deductive approach. However, deductive approach might
not be to the right analysis approach because it does not allow the data to be used in a
creative manner (Saunders, Lewis and Thornhill 2016). Abductive content analysis is a
theory driven form of data analysis allowing the researcher to combine known theory and
concepts with the data, sometimes resulting to completely new interpretations (Tuomi and
Sarajärvi 2018). Therefore, abductive analysis methods are better suitable for this study.
The questions of this semi-structured interview were sent to the respondents a few days
earlier in order to admit the opportunity to read the questions beforehand. Interviews started
at the beginning of April and were conducted in a period of three weeks. All the interviews
were executed with video or audio calls via Teams, Skype, WhatsApp, or telephone. All the
interviews were audio-recorded in order to help on the data analyzing process.
In this research, the interviews followed the pre-set structure closely for the most part.
Obviously, differences between respondents were notable, but the main structure remained
the same in all of the interviews. Certain themes received more attention in some interviews
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than others. However, as stated earlier, in semi-structured interviews, the dialogue can
mender around the topic, and it is perfectly normal as well as acceptable. (Adams 2015,
492-493) The flow of the interview affected to the structure of the interviews. Semi-structured
interview method allowed to have a more discussion like interviews, where the theme of the
discussion could be smoothly changed to a relating subject in the middle of the discussion.
More discussion type of interviews led to the situation where sometimes future or previous
questions were partly answered in the discussion. Therefore, some adjustments could be
made to the pre-formulated structure, like minor specifying questions.
Discussion-like interviews, not necessarily following the pre-set structure and asking
specifying questions, proved to be valuable in terms of results. Asking the question of “why”,
“how”, and “where”, as well as other complementary questions helped in getting the most
out of the respondents.

4.3 Data analysis
The audio-recordings were transcribed after all the interviews were conducted. After
transcription, the data was imported to Nvivo12 for coding. In the coding process, the data
is organized under similar themes. This organizing helps in the analyzing process when
similarities are trying to identify from the data as well as the relationship between them
(Medelyan 2019). Coding is about finding the relevant themes from the database and
combining the findings in order to form an idea about the researched phenomena (Saldaña,
2016). Thematic analysis methods were used in analyzing the data. Thematic analysis is a
very commonly used way to analyze the data. In the thematic analysis themes or patterns,
that occur across the data set are searched (Saunders, Lewis and Thornhill 2016). This type
of analysis is a particularly effective way to:
1. Comprehend large amounts of qualitative data
2. Integrate related data from different transcripts and notes
3. Identify key themes or patterns from the data
4. Produce a thematic description of these data
5. Develop and test explanations and theories based on apparent thematic patterns or
relationships
6. Draw and verify conclusions
(Saunders, Lewis and Thornhill 2016, 579)
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The data analysis was conducted in two rounds. In the first round of data analysis, the audio
transcripts went through careful analysis defining the main themes and larger findings from
the data. The first-round coding process started with open coding (Williams and Moser 2019)
with the intention to pack the data into the form of concepts described by a couple of words
or with a short sentence (1st order concepts). The 1st order concepts were categorized under
every sub-question (opportunity recognition & evaluation, entrepreneurial opportunities and
cognitions, and entrepreneurial opportunities and resources). The second round of data
analysis was used to more in-depth analyze the main concept findings from the first round
and by doing that, gaining a more comprehensive idea about the contributions of this study
to the research of entrepreneurship and strategic management. From the 1st order concepts,
the 2nd order themes combined the relationships the 1st order concepts had, and by doing
so core themes were created. In the third phase, the concepts and themes are resulting to
aggregate dimensions. This last phase is referred as selective coding as it provides the
opportunity for the researcher to use flexible ways in coding and in presenting the results
(Williams and Moser 2019). Figures 18, 19, and 20 in the appendices illustrates the data
analysis process, which follows the methods described in this paragraph. 2nd order themes
were mostly expected. However, the substantial role of human resource management
described by entrepreneurs was slightly surprising. Table 2 below illustrates the actions
regarding data collection, analysis, and drawing conclusions.

Data collection

Data analysis

• Contacting the
potential
interviewees
• Generating questions
based on theoretical
framework
• Interviews with
entrepreneurs

• Transcription
• Importing the data to
Nvivo12
• Coding the data
• Thematic analysis

Conclusions
• Comparing findings
to literature
• Producing
conclutions to every
research question
• Creating conceptual
framework

Table 2. Data collection and analysis methods

4.4 Reliability and validity
An excellent qualitative study helps to understand situations that otherwise could be
challenging to comprehend. The validity and reliability of research is something that the
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researcher must consider in every step of the study; when designing, analyzing results, and
judging the quality of the research (Golafshani 2003). Research is considered reliable if the
results could be replicated. Respectively, validity requires appropriate measures used, and
accuracy in analysis (Saunders, Lewis and Thornhill 2016). All the possible threats to
reliability were taken into consideration when conducting interviews (Saunders, Lewis and
Thornhill 2016). The participant error and biases were minimized by providing the exact
same information to each respondent before the interview, all the interviews were conducted
using video or telephone calls, and all respondents were promised anonymity. Respectively,
researcher error or biases were minimized by following the research design closely and not
letting personal relationships with some of the respondents to affect the interview. The only
difference between interviews was that after the first interview, the questions were slightly
modified. After the first interview, some questions were found to overlap each other or
needed clarifying. Thus, all respondents answered to same questions. Both of the question
forms can be found from the appendices.
Research validity is concerning the generalizability of the results and if the same findings
can be founded in other relevant settings or groups (Saunders, Lewis and Thornhill 2016).
It must be addressed that all of the interviews were conducted right in the middle of the
COVID-19 pandemic chaos. COVID-19 pandemic and the anxiety it caused to
entrepreneurs could be sensed from the interviews. To minimize its effect on the results, I
reminded the respondents that this thesis is researching entrepreneurs in this particular
industry in general, not how they react in crisis situations. The mentioned crisis was able to
be excluded from the interviews. It is also worth to remind that this thesis and its results are
concluded from interviews with a small group of entrepreneurs from the textile and fashion
industry. The intention was to collect as a heterogeneous group of individuals possible within
the scope of research. However, the final group of respondents consisted of entrepreneurs
willing to participate in the research.
This thesis is aimed to research the textile and fashion industry in Finland, thus setting the
scope rather narrow. The scope is set narrow in order to dive deep into this specific field of
entrepreneurship in Finland and describe as well as illustrate the earlier described
theoretical phenomena inside a small scope. This method of research is aiming to contribute
to the already existing literature and empirical findings and provide new perspectives in this
particular industry.
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5. FINDINGS
The conducted interviews were divided into three main themes, namely, business
opportunity

identification

and

evaluation,

business

opportunity

evaluation

and

entrepreneurial cognitions, and business opportunity evaluation and organizational
resources. In this chapter, the findings are presented with a total of three sub-chapters, all
representing the findings related to my research questions. The findings are presented in
the same order as the questions were asked from the interviewees, starting from
entrepreneurial opportunity identification and evaluation, continuing to business opportunity
evaluation and entrepreneurial cognitions and evaluation of opportunities from the resource
point of view.

5.1 Entrepreneurial opportunity identification process

This thesis is focusing on entrepreneurship in the textile and clothing industry in Finland.
The main focus is especially on how and from where entrepreneurs find new opportunities
and how they are evaluating the found opportunities. Therefore, at the beginning of the
findings part of this thesis, the opportunity identification and evaluation processes of
entrepreneurs are addressed.
The vast majority of the interview group were from family businesses. The fact that over
80% of the respondents had a background in a family business can be most definitely seen
in the findings, especially when asked about why in the first place they started as an
entrepreneur and how they identified their first business opportunity. All except two of the
respondents with a family firm background response to the question of why they became
entrepreneurs was somewhat similar to each other. One respondent’s answer concludes
the main idea behind all the answers from a background in family firms: “Why I became an
entrepreneur was a mixture of passion and sense of duty.” (Respondent 8) The rest of the
respondents’ answers can also be concluded as one in the sense that they all described
their way into entrepreneurship as a sum of many coincidences. Thus, it can be concluded
that the respondents can be divided into two categories, namely, those who never pursued
a career as an entrepreneur and to those who had always known that they want to become
entrepreneurs.
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The described identification process of their first venture was more or less the same for the
entire respondent group. They all have joined or bought an already existing and working
business concept with at least some type of client base. Some ventures had decades of
experience and already powerful brand and loyal customers when others were in more of a
start-up phase. However, all of the respondents saw an existing and somewhat proven
possibility as they entered entrepreneurship.
As one of the most important abilities of a successful entrepreneur is to identify and select
the right opportunities. Thus, this thesis is focusing heavily on the opportunity identification
and evaluation processes of entrepreneurs. It is shown that pieces of opportunity can be
recognized, but eventually, opportunities are made rather than found. Opportunity
development requires creative work from the entrepreneur, and as it became clear in the
interviews, the textile and fashion industry is a creative field that requires creativity from the
entrepreneurs and the management team. However, creativity is not enough. The
entrepreneur needs to constantly communicate with stakeholders such as customers,
consumers, and suppliers. The answer was repeated several times that the new
opportunities emerge when stakeholders are listened very carefully. “When we hear signals
from our customers for some type of problem they do not have a solution to, we try to meet
that need in one form or another. If that cannot be done right away, we introduce the solution
when the problem is solved.” (Respondent 9)
The perception of market needs or underemployed resources is one of the three elements
of opportunity recognition. It seems that in the industry of textile and fashion, most of the
opportunities are recognized from market needs. One key factor almost all entrepreneurs
stated was that there needs to be a customer for the product or service when considering
the possibilities of exploiting new opportunities. None of the respondents stated that an
opportunity could be recognized solely with unemployed resources. All the new
opportunities were based on customer needs or perceptions of their needs. This perception
formed from stakeholder communication and by observing global and local markets. The
second element of opportunity recognition is discovery. Discovering market needs would
require recognizing a gap or a fit in the markets between needs and specific resources.
Many of the respondents had recognized a potential market for sustainable way produced
products. However, the lack of real need in the markets still prevents most entrepreneurs
from exploiting such manufacturing techniques. The real market needs proved to be the
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main driver for recognizing new opportunities. Thus, the third element of opportunity
recognition, creation, seemed to be the most effective way to recognize new opportunities
for this group of respondents. The respondents were most likely to find new opportunities
with recombining resources such as production know-how and knowledge of market needs.
When asking about what the entrepreneurs take into consideration when evaluating new
opportunities possibilities in the markets, two main themes came up. Firstly, the most valued
requirement for new opportunities is simply profitability. It came up in many interviews that
as brutal as it may sound, the main driver is money. To be more exact, entrepreneurs valued
profitability and that the new opportunity can add economic or other value for the company.
The opportunity needs to be profitable in one way or another. “In the end, it (new opportunity)
needs to be financially profitable. If one product or service is not, it at least needs to be
remarkable from a marketing point of view or in terms of brand growth for it to be worth
exploiting.” (Respondent 2). The second requirement mentioned in a lot of interviews was
resources. Resources were also one of the most clearly opinion sharing variables in the
processes of opportunity evaluation. Some respondents had the mentality of strictly
following their resources and capabilities as an organization, while others thought resources
as something that can be acquired if the marked need is recognized. However, if the market
potential or need is strong enough, all the entrepreneurs agreed that in that situation,
resources are not a preventive matter. Entrepreneurs’ attitudes towards resources can be
at least to some extent, be explained with differences in manufacturing. Some respondents
have outsourced their manufacturing to an outside party. While some had completely own
production and others manufactured with a mixture of both, this leads to the situation where
the first resource they think of when evaluating new opportunities is most probably linked to
their manufacturing set up. Entrepreneurs with their own production tended to think their
manufacturing capability as the primary resource leading to that they were thinking
resources before market need. Respectively, entrepreneurs with outsourced production
were most likely to evaluate opportunities market-driven, leaving resources (financial or
production capacity) secondary.
Respondents were asked to name the single most important factor or criteria they use to
determine if a business opportunity is worth exploiting. The most important evaluation
criteria used by respondents are illustrated in figure 9. As in earlier paragraph already
mentioned, financially profitable was the most common answer. Financial profitability,
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together with market need was the most used criteria. The market need could be determined
with already existing clients or by following their own perceptions about market needs.
Manufacturers, especially targeting individual consumers had to make decisions about
exploiting opportunities with sophisticated guessing or intuition at the end. “In the end, the
decision must be done, and in the fashion industry, one cannot calculate the exact
profitability of an opportunity. In this industry, the decisions must be done more or less using
intuition.” (Respondent 1) Respectively, some individual entrepreneurs had very strictly
determined criteria for opportunity exploitation. For example, “The most important criteria is
our company values, if the opportunity does not fulfill every one of those values, we will not
proceed.” (Respondent 3)

Financially
profitable

Market need

Interesting
for
consumers

Increase
employment

Meets the
company
values

Product
needs to sell

Already
existing
client

Intuition

Figure 9. The most important opportunity evaluation criteria
To the question of when they feel that they have been the most fruitful in terms of new
business ideas, no clear answer from the group of respondents was found. On the one hand,
respondents answered that the most fruitful time was when they were younger. On the other
hand, some claimed always to have new and fresh ideas. No conclusions cannot be drawn
about entrepreneurs' age to their ability to produce new ideas. However, it can be stated
that the experience brought by entrepreneurship has affected the type of opportunities the
respondents identify. It can be clearly seen from the answers that the ideas identified with
entrepreneurial experience are much more focused on the core business of the company.
“I must say that if I think about this past 15 years as an entrepreneur, the first years we were
constantly searching for growth opportunities and only about five years ago we understood
the importance of customer relationship. These customer relationships are long-term
investments and they are shaping daily.” (Respondent 6)
47

In conclusion, entrepreneurs in the textile and clothing industry tend to recognize new
opportunities from stakeholder communication. At least some sort of market need is
something the entrepreneurs emphasized. Textile and fashion entrepreneurs in general, are
not inclined to develop radical innovations or other market disruptive products or services.
The entrepreneurs in this industry are interested in stable profitability rather than
uncontrolled risk-taking. As mentioned, most of the respondents were from family
businesses, and that fact is most definitely affecting the results. The main findings are
illustrated below.

Why
entrepreneurship?

•Parent(s) were entrepreneur
•Mixture of passion and sense of duty
•“Always” wanted to be entrepreneur
•Drifted to entrepreneurship

New opportunity
recognition

• Stakeholder communication
• Focusing on own capabilities
• Observing global markets
• Reacting to changing markets (customer behavior, sustainability
etc.)
• Globalization (production, procurement, and customers)

New opportunity
evaluation

• Has to be economically sensible
• Suitability for current business
• Is the current stock of resources suitable?
• Needs to be market for the product

Figure 10. Main findings for sub-question 1

5.2 Opportunity evaluation and entrepreneurial cognitions

In this sub-chapter, interview findings will be presented concerning entrepreneurial
cognitions in the context of opportunity evaluation. The meaning of this subchapter is to
create an understanding of the respondent’s cognitive frameworks in individual,
organizational, and especially industrial level. The idea is to analyze the results starting from
shared beliefs in industry and to analyze the impact of those beliefs on the individual
entrepreneur’s thoughts on new opportunities.
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Entrepreneurs are heterogeneous in many ways. Several factors are affecting the way
individuals see and think. Most importantly, every individual has its own education and
employment history. All of the respondents in this group of interviewees had a relatively long
working history in the textile and fashion industry, most commonly from one or two
organizations. Working histories in the industry ranged from 15 to 50 years, and
entrepreneurial experience accumulated from 1 to 3 ventures. These results mean that all
of the respondents had been communicating with each other and others in the industry for
a long time, therefore most definitely accumulating at least some type of assumptions in all
levels of the Hierarchy of Cognitive Frameworks (figure 3).
The respondents were asked to talk about changes in the industry. The most common
answer falls under the category of globalization. Globalization is a broad concept, including
global competition, global production possibilities, global supply chains, so on and so forth.
Globalization is seen as a threat, as well as an opportunity. It has opened plenty of
opportunities for firms such as transforming production to cheaper labor countries like
Estonia or to outsource production to a third party. At the same time, it has opened new
market possibilities such as Europe or Asia. More global markets have also introduced big
global competitors, resulting in harsh price competition, which is hard to compete, especially
if the manufacturing is in Finland. Therefore, as the globalization has enabled firms to rethink
their supply and production chains, it has also forced towards that. “If you think about
production chain management, it is completely different when dealing with subcontractors
and also own production is not physically in the same facility. It has also affected the type
and knowledge of manpower needed compared to the early days.” (Respondent 6)
It can be concluded that the most dominant collective strategy frame in the industry is that,
no matter the size or customer, every firm needs to be more global these days. Even if you
are operating in just Finnish markets, you have to be very aware of global competitors and
think more about what is happening in the world. Thus, it can be clearly seen from the
answers that industry frameworks in terms of globalization have affected strongly to
organizational and individual entrepreneur level cognitive frameworks. Figure 11 below
illustrate the industry level cognitions affecting to entrepreneur in the textile and fashion
industry.
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Need to be
global and
local

Global
competition

Sustainability
Entrepreneur

Global
production
possibilities

Global supply
chain

Figure 11. Industry level cognitions affecting entrepreneur
Sustainability was a hot topic among the respondents. Some of the interviewees mentioned
that sustainable values had already affected somehow to their business. However, when
asked about the future of the industry and the trends, all of the respondents mentioned
sustainable values in one form or another. Especially circular economy was mentioned many
times and was thought as being almost mandatory in the future like Respondent 10 summed
up: “In a way, the biggest question is in the fibers and how we are able to create a closedloop in such way that no more natural resources would be used in textile manufacturing and
for example cotton fields could be used in growing food or in some other more sensible
activity” Other sustainable values mentioned as future trends were namely, environmental
values in general, ethical way of producing, moving from fast to slow fashion, increase in
appreciation of domesticity, and traceability of the whole production chain.
“I truly hope that sustainability, product life cycle and these types of ecological things would
at some point be purchasing criteria for consumers and not just the hype it is now.”
(Respondent 5)
“One can only hope that the popularity of this disposable fashion will decrease, nowadays
people are blabbering about sustainable materials…” (Respondent 11)
Clearly, all the sustainable values are a hot topic in the world today and it was not surprising
that it was the most talked-about topic when asked about the future. Sustainable values are
most definitely industry level cognitive framework, and it can be even described as “Western50

world industry level cognitive framework”, it is so obviously affecting to all industry strategic
decisions, at least to those operating in “Western-countries”. However, most of the
respondents were mentioning trends that they will most probably benefit from, sustainable
values being most obvious. Sustainable values will benefit the respondent group companies
because those values include the things they are already doing and asking premium prices,
namely, employing the local workforce, manufacturing locally or at least near the end user,
slow fashion, ethical producing, and so on. It could be sensed from the respondent group
that the collective strategy frame and industry level cognitive frameworks regarding future
assumptions were built from individual and organizational level long-term hopes and wishes
for the future. These sustainable values clearly are not affecting consumer decisions, at
least not yet.
Dominant logic and cognitive frameworks could be clearly seen in interviews. Whether asked
about the industry trends, industry’s future, or anything relating to the industry, the answers
were more or less related to one another. Far less discussed trend ware for example,
digitalization and other trends relating to technological development. The global trend of
technological development has not yet affected the textile and fashion industry at least on
such scale that companies would make critical resource allocation decisions in new
technologies. All the respondents were allocating their resources to similar actions, which
clearly indicates the existence of strong industry level cognitive frameworks. The same
phenomena occur in respondents’ thoughts on the characteristics of successful companies
in the future. In addition to a sustainable way of doing business, all the respondents had a
similar type of idea that successful companies in the future must be agile, have a clear
operating model, have the ability to specialize, understand clients and consumers, and so
on. All of these abilities are in line with the answers concerning future trends and also can
be stated as characteristics of successful companies already today.
As in any other industry, the textile and fashion industry is highly competitive. The
respondent group was all based in Finland, rather small in global standards, and operating
both in global and local markets. Based on the data gathered from interviews, globalization
has provided the opportunity to offer products to a larger audience than before. However, it
also means more competition in both Finnish and foreign markets. Global competition can
also be seen in consumers’ purchasing habits forcing smaller players to specialize even
more and look for more devoted customers and consumers. Specifically, specialization to
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suit a centralized consumer group’s needs and the ability to create and sustain strong
customer relationships is the reason why there still is local actors in this industry.
Cognitions are the mental modes of individuals affecting the decision-making process. This
segment was built to find out the respondents’ thoughts about the industry they are
operating. At the end of this segment, the interviewees were asked to tell how they justify
their decisions. The entrepreneurial decision-making process usually includes usage of
heuristics and biases. As in figure 3 on page 20 can be seen, industry cognitive frameworks
are created by organizations, and organizational cognitive frameworks are created by
individual (entrepreneurial) cognitive frameworks. This process works both ways meaning
that eventually industry level cognitive frameworks affect entrepreneurial cognitive
frameworks, thus affecting the way entrepreneurs make decisions. The last question of this
section was designed to figure out how respondents in the textile and fashion industry justify
their decisions in general as well as in situations requiring fast reactions, with limited
information, and when evaluating new opportunity exploitation.
Entrepreneurs have to and they are used to making a lot of different types and sizes of
decisions. Every entrepreneur is a heterogeneous individual with different skills,
backgrounds, and expertise. Secondly, entrepreneurs are emotionally heterogeneous,
reacting differently in the same situations. Finally, entrepreneurs comprehend environmental
conditions like uncertainty or market conditions differently. For the reason that entrepreneurs
are heterogeneous in many ways, there were also a lot of variations in how respondents
answered the questions regarding how they justify decisions. Some entrepreneurs were
more cautious than others. Some never wanted to make decisions by themselves, while
others always wanted to make decisions as quickly as possible. In conclusion, there are the
same ways of making decisions than there are entrepreneurs. All the respondents agreed
on one fact; decisions must be made one way or another.
“Close circle à consultation à decision.” (Respondent 7)
“We have two entrepreneurs; we just need to convince each other. We can make fast
decisions and move on; it is our strength.” (Respondent 6)
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“Time is money! You cannot always make as rational decisions as you want, sometimes you
have to trust your instinct.” (Respondent 5)
As referred above, respondents were one minded that decisions requiring fast decisions
need to be decided quickly. The outside knowledge needed by entrepreneurs varied among
the interviewees. However, all the respondents assured that they have the resources
needed to justify quick decisions. Entrepreneurs tend to use biases and heuristics, or at
least their decisions are affected by them. Entrepreneurs in this respondent group also
showed a tendency to use heuristics or biases in decisions making processes. Many
respondent highlighted the importance of entrepreneurial experience in decision making.
Also, the effect of different level cognitive frameworks gets highlighted when decisions are
made quickly. Not anyone from the respondent group answered that they would seek
external confirmation for those types of decisions. This of course means that the cognitive
frameworks of individuals and the dominant logic of the organization are strongly present in
the decisions.
Entrepreneurial characteristics appear when decisions must be made with limited
knowledge. Some entrepreneurs’ characteristics preclude making decisions without at least
some conforming factor to base the decision on. While on the other hand, others want to
make fast decisions also in situations with limited information. This question was hard to
answer for most of the respondents because these types of decisions are situational. Even
though this thesis does not focus on decisions made in crisis circumstances, this current
COVID-19 pandemic offers an excellent example of the different mental models of
entrepreneurs in the same industry. For example, comments from two different
entrepreneurs:
”… for example, this COVID-19 situation and the question of would it make sense to start
manufacturing textile masks is a tough one… I don’t know enough about those products and
that is why I am struggling with these types of blind decisions.” (Respondent 11)
“I guess it is important to just make the deal and continue. Now is a good example that
nobody knows what kind of shape retailers and supply chains are next fall, but now we have
to just manufacture inventory and see where we can deliver our products next fall.”
(Respondent 5)
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Entrepreneur’s decisions concerning new opportunities were linked to their assumption of
why they exist as a company. Most of the companies included in this group of respondents
were family firms. Family firms tended to be more cautious about any decisions that could
potentially risk their business. These types of firms tend to want long term profitability for the
family and be an ethical employer. It can be seen from the answers that new opportunities
are evaluated thoroughly before exploitation. This is true in non-family firms also, since new
opportunities in this industry usually require substantial investments, especially if they are
far from the core business. Some minor opportunities can be exploited easily in family and
non-family firms. However, those opportunities are usually linked more to product
development and more daily activity than new opportunity exploitation.
In general, the most important variable in the decision-making process seemed to be the
entrepreneurial experience. Many decisions could be made with the confidence
accumulated from past decisions. Again, in the respondent group, all had a minimum of 15
years of entrepreneurial experience. The answers provided from the respondents were all
mostly the same type; respondents had over time developed a capacity to react to different
types of situations in various ways. This capacity includes market assumptions, knowledge
of own expertise, understanding of company resources and capabilities and so on. In other
words, every respondent seemed to have a strong cognitive framework guiding their
decisions. In conclusion, SME entrepreneurs in the textile and fashion industry are using
biases and heuristics in decision making, and the process is highly affected by cognitions.
The main findings regarding entrepreneurial decision making are illustrated in figure below.
Entrepreneurial
experience

Trusting
employees

Heuristics and
biases
Entrepreneurial
decisions

Industry
cognitions

danger of
jeopradizing
core business

Figure 12. Variables affecting entrepreneurial decisions
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5.3 Opportunity evaluation and organizational resources

“Balance sheet needs to be in order, and the production machinery.” (Respondent 1)
“There are professionals working in every segment of the business and I can count on them
all.” (Respondent 11)
The respondents were asked to name their most valuable resources. Most valuable tangible
resources were all relating to the balance sheet and how good financial management is the
base of any organization. Those who had their own production highlighted the importance
of machinery. However, employees use the machinery and play an active role in any other
segment of the business. Knowledgeable employees were definitely the most valued
intangible resource among the group of respondents. The respondents clearly valued the
expertise and a vast variety of knowledge they possessed in their organizations.
One respondent’s answer sums up the main point of every discussion about resources: “I
have always believed that the right individuals in the right positions is the most important
resource.” (Respondent 10) Basically, the respondents concluded that it is highly important
to find the right human resources for every position and build the best team possible. Most
of the respondents were from family firms and managing the organizations with family or
with a small group of trusted managers. However, a few of the organizations had collected
external competence to help in managing the firm, such as external board members.
According to the respondents, human resources plays a major role in the competitive
environment. When asked to tell why they are better than their competitors, all answers were
somehow linked to human resources. Carefully planned organizational structure and
devoted employees were key variables in the success. Those variables enable flexibility and
fast decisions making, which are valuable features when serving distributors and
consumers. To somehow conclude the answers to the question of why they are better than
the competition, the respondents concluded that the reputation they have among
stakeholders is vital in order to compete and survive in this highly competitive environment
with more than enough of firms providing practically the same product you are.
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Discussions concerning competitive advantages also included signs of strategic decisions
that guided the respondent firms to some specific direction and therefore stood out from
others. Few of the respondents had made the decisions to outsource as few functions as
possible and justified it as a reason to competitive advantage because of the control they
have on every stage of their production process. While a couple of other firms had made the
strategic decisions to invest in sustainability in all of its levels. This was sawn more like a
long-term investment to the future and therefore giving the lead time compared to others in
the industry, provided that sustainable values are affecting customer behavior more in the
future.
Inimitable and rare resources are at the core of competitive advantage. Entrepreneurs in the
clothing and textile industry were one minded that imitating a resource is easy. However, it
is much harder to do something exactly the same way with the same results. Again, in this
segment, the importance of a well-established team and well-maintained customer
relationships were the most common answer. The entrepreneurs emphasized the fact that
well-refined business model, reputation among stakeholders, and human resources are very
hard to imitate.
Resource development was inconsistent throughout the respondents. Some entrepreneurs
had more active plans to develop their resources than others. The common factor was that,
again, the importance of human resources arose. All the respondents were thinking of their
resources more or less the same way. The meaning of resource development was divided
into two common mindsets. Firstly, those who wanted to stand out with their knowledge and
ability to do things better than anybody else. Secondly, those who wanted to develop
resources in order to keep up with the competition and be able to provide the same products
and services as everyone else. This second type was not necessarily purposeful. Either the
entrepreneur could not understand the possibility of being a pioneering venture in some
field, or they simply did not want to jeopardize the current business by making critical new
resource allocations. In common with both of these mindsets was that all the entrepreneurs
saw intra-organizational resource development as a positive for the firm’s competitiveness
in the form of improved ability to serve customers.
Entrepreneurs in this respondent group have very different resources. Some have
substantial amounts of financial resources in machinery, while others have basically no
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machinery, buildings, or other tangible resources (excluding financial). For this reason,
entrepreneurs are emphasizing resources differently, and they cannot be easily compared
with each other. For some entrepreneur’s new opportunity exploitation could mean
multimillion investments in new machinery, while others it could mean simply searching for
a new subcontractor. Because of this reason, some entrepreneurs will think about what can
be done with their current resources, while others can make decisions based more on
emotions and then think about where to acquire the needed resources.
Nonetheless, ultimately the driving force of the question about resources and new
opportunities was that if there are market needs, resources are always available. Sometimes
it just makes sense to think about what you can achieve with your current resources, and
does it make sense to acquire those lacking resources somewhere. Respondents concluded
that resources are easy to acquire in this global world, and that is also the reason why many
smaller companies can exist because of specializing to something. The figure below
illustrates the main findings from the empirical part concerning this sub-question.
“If the business is good and customer has needs, resources can be always found.”
(Respondent 9)
“Market’s needs and our position there is the first thing we think, then we think what kind of
resources we need.” (Respondent 10)

Resources

Why better than
competitors?

Resource development

• Balance sheet in order, secure financial status
• Individual humans are behind the whole business
• Devoted employees and owners
• Right individual in every position
• Organizational culture, “everyone is pulling together”
• People with different experience complements each other
• Resources can be acquired if they are needed

• Trust gained from customers and consumers
• We are devoted in what we are doing
• We are flexible, agile, and can act fast
• Costumer oriented business model is the key
• Own business model, everyone had their own “twist” of doing things
• Resources are developed to aid current strategy
• Develop own resources to match future trends and needs
• Resources are developed in order to stay competitive and avoid threats
• Willingness to differentiate
• Keeping employees up to date in about company strategy
• Developing human resources

Figure 13. Main findings, sub-question 3
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6. DISCUSSION AND CONCLUSIONS
6.1 Theoretical implications

In this subchapter, the main research question and the sub-questions are discussed. Firstly,
all the sub-questions are discussed and reflected to existing theoretical findings and
literature. Secondly, the main research question will be discussed in relation to existing
theoretical findings and literature. Finally, all the research questions and empirical findings
are summarized in table 3.
Sub-Q1: How entrepreneurial opportunities are recognized and evaluated?
The first sub-question was formulated with the aim of finding a deeper level of understanding
concerning the opportunity identification and evaluation processes of entrepreneurs in the
textile and fashion industry. The aim is to find industry level similarities among entrepreneurs
regarding their process of opportunity identification and evaluation. Particularly interesting
is to understand where and in what situations entrepreneurs identify new opportunities and
how they are evaluating the feasibility of those opportunities.

Social capital
& Alertness

Perception
of market
needs

New
opportunity

Human
capital &
Cognitions
Figure 14. Opportunity recognition process
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Figure 14 above is a simplified process of how entrepreneurs in the textile and fashion
industry identify new opportunities. According to the empirical results, every opportunity
recognition process starts from market need or perception of it. The market need is identified
from communications with different stakeholders such as consumers, customers,
distributors, or suppliers. This process can be described as social capital and alertness for
new entrepreneurial opportunities (George et al. 2014). Earlier research supports the
statement that entrepreneurial opportunities are recognized as entrepreneurs are searching
for information and questioning something that most people take for granted. The
information entrepreneurs receive most likely in the form of cues, and they are acting as a
catalyst to act in an entrepreneurial way (Pech and Cameron 2006). The results are
supporting earlier studies in terms of family business opportunity recognition. Family firm
research suggests that opportunities are not recognized suddenly or as a result of the
creative process, but rather found through tacit knowledge and stakeholder communication
(Hayton, Chandler and DeTienne, 2011; Tegtmeier and Classen 2017). It is a business
model question if just a perception of market need is enough to start evaluating the
opportunity or does it have to be actual market need from a specific client. As an example,
companies manufacturing fashion products have to rely on the perception they have about
their customer needs, while on the other hand, companies manufacturing work clothing
might act only when they have an actual customer with an actual need. The gained
information from stakeholders combined with prior knowledge and cognitive frameworks
ultimately forms the perception of market needs.
Pech and Cameron (2006) highlighted the importance of actively searching for information
cues and questioning the usual course of action. However, the empirical findings of this
thesis shed new light to the body of knowledge on entrepreneurial opportunity recognition,
since some of the actors in the textile and fashion industry do not rely on cues or perception
of market need, rather act only when customer need is certain. Respectively, empirical
findings suggest that entrepreneurs in the textile and fashion industry do not want to take
unnecessary risks in terms of new opportunities. This finding is understandable since most
of the interviewed entrepreneurs were from family firms. Koiranen (2002) researched family
businesses in Finland and found that successful family firms tend to be hard-working,
committed, responsible, and fair. Values such as willingness to grow, social recognition, or
yielding good economic returns to owners were surprisingly low.
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Based on the empirical findings, the opportunity recognition process goes hand in hand with
the framework proposed by George et al. (2014). When market needs are obvious, the term
used in that case is opportunity discovery. Opportunity discovery can be found in some of
the firms since they are only exploiting new opportunities if they have a specific client with a
need. Most of the respondent companies were creating seasonal products or fashion
products where the market need cannot be as accurately predicted. In other words, they
were creating opportunities with the help of prior knowledge, social capital, cognition,
environmental conditions, entrepreneurial alertness, and systematic search (George et al.
2014).
The importance of prior knowledge as a part of discovering opportunities has been
acknowledged by many researchers (e.g. Young and Francis 1991; Ko and Butler 2006;
George et al. 2014; Hajizadeh and Zali 2015). Ko and Butler (2006) suggested that prior
knowledge is a particularly important factor for new opportunity identification in hightechnology industries. The importance of prior knowledge can also be clearly seen in this
empirical research indicating that prior knowledge is an important variable in opportunity
recognition also in the low-technology industry, which in this case the textile and fashion
industry is representing. Prior knowledge (like the perception of the environment) creates
cognitions, which affects to the decision-making. In family firms, like most of the respondents
in this group, unified perceptions of the environment (in other words, dominant logics) are
extremely common (Wang et al. 2019).
Many of the respondents emphasized the importance of listening to stakeholders and
seeking market needs from the conversations and reflecting those needs to own capabilities
and perception of markets. This can be referred to as social capital since the stakeholders
communicated with represent various different backgrounds. Social capital has been
suggested to be especially strong in family businesses (Kontinen and Ojala 2011). This
thesis is not focusing on family businesses per se. However, most of the respondent
entrepreneurs had a background in a family business, and that may have affected the
findings. Listening to stakeholders and being sensitive to environmental changes is called
entrepreneurial alertness, also a key variable in opportunity recognition. The findings
concerning the importance of entrepreneurial alertness on opportunity recognition are in line
with other studies (George et al. 2014; Hajizadeh and Zali 2015).
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Initial evaluation of an opportunity typically aims to prove that there is a market need or
resources available (Ardichvili, Cardozo and Ray 2003). Form the empirical results; it can
be concluded that market need is the main driver for new opportunities in this industry. The
research showed that entrepreneurs in the textile and fashion industry would most likely act
when a new market opportunity is detected, and after that, the resources needed are
gathered. In other words, the research showed no sign of opportunities being evaluated
solely on the basis of available resources. However, it was noticeable in the research that
every entrepreneur emphasized that there has to be even some type of customer in order
to proceed with the opportunity.
Entrepreneurs evaluating new opportunities in this industry tend to have the same main
evaluation standards, which determine further exploitation of an opportunity. Firstly, is the
opportunity financially profitable? Secondly, what are the recourses the opportunity requires,
are the current resources suitable for the opportunity, and is it worth to use such amount of
resources? Haynie, Shepherd, and McMullen (2009) found out in their research that
entrepreneurs are more attracted to those opportunities relating to their existing resources
like know-how, skills, and abilities. The research findings by Haynie, Shepherd, and
McMullen (2009) is consistent with this thesis. According to the findings, entrepreneurs are
attracted by opportunities they can relate (in terms of resources); however, the potential
economic return must be greater than the cost of using the needed resources. Adel
Rastkhiz, Mobini Dehkordi, Yadollahi Farsi and Azar (2019) recognized seven common
decision evaluation criteria, namely, economic and financial factors, market and industry,
product and service issues, desirability, feasibility, human capital, and environmental
factors. Again, the economic factors must be addressed and conclude that entrepreneurs in
the fashion and textile industry are most interested in the overall feasibility of opportunity.
Therefore, empirical findings of this thesis are partly supported by earlier research (Haynie,
Shepherd and McMullen 2009; Adel Rastkhiz, Mobini Dehkordi, Yadollahi Farsi and Azar,
2019).
Findings from the empirical part of this thesis contribute to the existing literature also in terms
of entrepreneurs using heuristics and biases in the evaluation concerning new opportunities.
Research conducted by Bryant (2006) identified five common heuristics used by
entrepreneurs in decision making. All the five common heuristics can be found from the
results. Fit with core strategy and market knowledge were incremental heuristics in decision
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making as the entrepreneurs highlighted their current knowledge of markets and knowhow
regarding their core business. The empirical results did not show any signs of entrepreneurs
in this industry aiming to radically change their current business model. The heuristics of
trusting other parties (such as employees or stakeholders) and assessing worst-case
scenario were used in some extent, according to results. However, trusting gut seemed to
be the most used heuristic. Trusting gut refers to “…intuition based on prior experience and
accumulated expertise.” (Bryant 2006, 742). “Gut feel” in decision making can be found from
the results, but the entrepreneurs preferred to describe it as “knowing how to act in certain
situations” rather than using the term of “gut feel” or “intuition”.
In addition to Bryant’s (2006) five common heuristics, the empirical results indicate that the
entrepreneurs are accustomed to making decisions in various circumstances. The
discovered heuristics can be categorized under the theme, “sometimes decisions must be
done, and mistakes are learned”. This heuristic has similarities with “trusting gut” as it
underlines prior experience. However, this heuristic is highlighting the core of
entrepreneurship, namely sometimes quick decision making is essential (Busenitz and
Barney 1997).
In conclusion, new entrepreneurial opportunities in the textile and clothing industry are
recognized from problems, or other stimulus detected when communicating with
stakeholders, the received information combined with prior knowledge creates a perception
of market needs, which again is the base for new opportunities. The results for opportunity
identification can, for the most part, be corroborated by existing literature and empirical
researches. According to the empirical part of this thesis, opportunities are evaluated with
personal criteria, which are based on the entrepreneur’s intentions and characteristics. The
most commonly shared criteria were financial profitability and needed in terms of resources.
Figure 15 visualizes the process from opportunity recognition to exploitation.
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Figure 15. From opportunity to exploitation evaluation criteria
Sub-Q2: How entrepreneurial cognitions are affecting entrepreneurial opportunity
recognition?
This second sub-question was formulated so that it would provide a better understanding
of entrepreneurial cognitions and how they affect opportunity recognition and evaluation.
This subchapter is going to take a look at the cognitive frameworks of the textile and
fashion industry and the entrepreneurs representing the industry. I will start by analyzing
the findings from the industry point of view and from there move to conclude how these
cognitive frameworks are affecting the individual entrepreneur in the mentioned industry.
The skills, experiences, and general background of an entrepreneur are called human
capital. Human capital is an important resource for the entrepreneur and can influence the
decisions in opportunity recognition or assessment processes (Shepherd, Williams and
Patzelt, 2014). The respondent group had all been entrepreneurs for a long period of time,
and usually they all possessed even more years of experience in this particular industry.
All this experience and influences obtained during that period must have affected the
formation of strong cognitive frameworks. The industry itself also has long traditions with
traditional actors affecting the industry's cognitive framework, as described in figure 3 on
the page 20.
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The strongest industry level assumption among the respondents was that every firm in this
industry must think more globally than before. Even if a particular company does not seek
international customers, it must take into consideration international competition, supply
networks, and trends. Globalization has become a threat, as well as an opportunity for all
firms operating in the industry. Globalization was seen as positive in terms of resources
that can be more easily and more cost effectively acquired from international partners. The
global competition, which has changed customer behavior, pricing, and supply networks
among others, was seen as a threat in globalization. All of the respondents had used the
trend of globalization to their advantage in their current business, and they all can relate to
the fact that global variables must always be considered when recognizing or evaluating
an opportunity. In fact, it has been empirically proven that firms adapting their strategies to
better suit the trends of globalization tend to perform better than those companies that do
not (Knight 2000).
Overall sustainability was seen as the future trend in this industry. For some, it is already
seen as a new opportunity in one form or another. However, for the most it is seen as the
main direction where to find new opportunities in the future. Especially circular economy
was a hot topic and seen as a very potential opportunity in the future. At the same time,
most of the entrepreneurs are not acting towards this trend, rather waiting to see if
practical enough materials are developed and waiting that it would also be a necessity for
consumers. For example, research conducted by Gwozdz, Steensen Nielsen, and Müller
(2017) indicates that the higher the individual’s income is, the more likely he or she is to
purchase in the most environmentally friendly manner. However, the findings in this
thesis’s empirical research do not contribute to the earlier statement, at least from the
entrepreneur's point of view. Thus, the industry level cognitive framework seems to be that
consumers talk about sustainability, but they are not fully ready to commit to it, at least yet.
In fact, Nadkarni and Narayanan (2007) argue that industry itself create the change by
developing social networks, collective assumptions, and feedback mechanisms, rather
than industry external factors.
Sustainability is much more than the circular economy or sustainable materials. Triple
bottom line includes three elements: people, profit, and the planet. It measures the
company’s financial, social, and environmental impacts (Kenton and Berry-Johnson,
2020). What it comes to social and environmental impacts, the textile and fashion industry
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employs the local workforce, and is aware of more sustainable materials. However, at
least from the manufacturing point of view, changes in consumer behavior are needed in
order to these elements of the triple bottom line to become real potential opportunities for
companies of this size. At least at this moment, the implementation of the most sustainable
possible materials and employing more local workforce is raising the production costs too
high in the eyes of consumers. Nevertheless, sustainability is seen as a major factor in the
future affecting all companies in the industry and therefore is definitely industry level
cognition.
Cognitive frameworks regarding the industry could be sensed from the interviews. The
industry is quite marginal in Finland, meaning that industry actors are in close interaction
with each other boosting the formation of cognitive frameworks. Similarities in the answers
of entrepreneurs were evident. These similarities in beliefs and actions are a clear sign of
industry-level frameworks. These shared understandings are the foundation for firm-level
strategies (Huff, 1982). This had led to a situation where company strategies have many
similarities inside an industry. These similarities can be found in this thesis’s empirical
study, as the respondents were highlighting the same matters when discussed the
industry. The fact that all the respondents mentioned roughly the same type of
characteristics for future success highlights the existence of industry-level cognitive
frameworks. Nadkarni and Narayanan (2007) argued that collective assumptions in the
industry are the main drivers for the rate and pace of change in the industry. This
argument founds empirical support from this thesis. According to the findings, textile and
fashion industry companies are moving forward at the same pace. At least the empirical
findings did not find any evidence that some organizations would be significantly ahead of
others in terms of new product innovations or in any other way.
Cognition refers to mental models affecting decisions made (Bogner and Barr 2000).
Respectively, entrepreneurial cognitions are the heuristics and biases affecting decisions
regarding opportunity evaluation, venture creation, and growth (Alvarez and Busenitz
2001; Mitchell et al. 2007). Individual entrepreneurs are spreading their assumptions and
pieces of knowledge to their organizations, and organizations in turn stir up industry level
cognitive frameworks. However, this works both ways as industry level assumptions
ultimately affect individual entrepreneur's strategic decisions (Bogner and Barr 2000).
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The formation of cognitive frameworks and its effect to entrepreneurs is one of the key
points in this thesis. According to the empirical results, industry assumptions and
knowledge (cognitive frameworks) are affecting to how entrepreneurs are reacting to new
opportunities and strategic decisions. This can be seen as for example, similar opportunity
evaluation criteria, similar thoughts on industry’s future, and so on. The findings are
supported by earlier research (Bogner and Barr 2000; Nadkarni and Narayanan 2007), as
they emphasize the managerial similarities in organizations among the certain industry.
These similarities are the result of interaction between managers from different
organizations and the same phenomena can be detected from the empirical findings of
this thesis. Respectively, the findings of Nadkarni and Narayanan (2007) supports the
findings of this empirical research, as they emphasize the fact that industries are evolving
at the same pace as the shared cognitions evolve.
The biases and heuristics of entrepreneurs can be seen when they are either evaluating
new opportunities, making fast decisions, or deciding with limited information. The findings
concluded that there is not always time, need, or even the possibility to make the most
rational decision possible. In fact, it has been argued by many researchers that
entrepreneurs do extensively use heuristics in their decision making (e.g Busenitz and
Barney 1997; Busenitz 1999; Bryant 2006). Findings from the empirical research
concluded that there are as many ways to justify the decisions as there are entrepreneurs.
However, all the respondents used the best available data for decisions, usually the
management team, past experiences, or sophisticated guessing. Therefore, findings from
the empirical research were in line with the earlier research on the subject (Busenitz and
Barney 1997; Busenitz 1999). Respectively, the findings were also in line with Bryant’s
(2006) findings on five common heuristics used by entrepreneurs. All five common
heuristics can be found from the answers of the industry entrepreneurs. However, the use
of heuristics in the industry of textile and fashion was not found to be as extensive as in
earlier studies. The minor difference might be because of many companies in the industry
possess long traditions and family ownership. Thus, it can be argued that because of the
traditional nature of the industry, and slow technological development does not force the
companies to quick decisions as frequently as in some other industry.
To conclude, entrepreneurial cognitions are highly involved in entrepreneurs’ decisionmaking processes in the textile and fashion industry. Entrepreneurial cognitions are
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affected by prior experience, stakeholder communication, and organization & industry level
cognitive frameworks. The empirical findings regarding cognitions are supported by earlier
research on the topic (Huff 1982; Bogner and Barr 2000; Nadkarni and Narayanan 2007).
The variables affecting entrepreneurial cognitions in the textile and fashion industry is
illustrated in the figure below. This research suggests that entrepreneurial cognitions in the
textile and fashion industry is affected by human capital, and organizational as well as
industry level cognitions. It is also suggested that the interaction the entrepreneur has with
organization and industry affects the cognitions in both levels. These cognitions are also
affecting the direction and speed of development, supporting the arguments of Nadkarni
and Narayanan (2007). Respectively, heuristics are widely used in the evaluation of new
opportunities. Heuristics are affected by their own prior experiences as well as industry
level assumptions (industry level cognitive frameworks). However, the nature of the
industry does not require as extensive use of heuristics as in for example, high technology
industries. All in all, the process described in figure 3 by Bogner and Barr (2000) seems to
be accurate also in the industry of textile and fashion, with a few exceptions. Firstly, the
textile and fashion SME entrepreneurs in Finland tend to be the voice of the organization,
hence communicating to industry level personally. Secondly, the figure addresses the two
most influential industry cognitions found in this research, namely globalization and
sustainability. Finally, this figure takes into consideration the human capital of
entrepreneurs as it was found being a consequential part of entrepreneur cognitions.

Figure 16. Findings of sub-question 2
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Sub-Q3: How (intangible) resources and dynamic capabilities are affecting to
entrepreneurial opportunity evaluation?
This sub-question was designed to help better understand the meaning of resources in new
opportunity evaluation for entrepreneurs. This section is mostly focusing on intangible
resources since they were more interesting resources from the research point of view.
Tangible resources are as much if even more valuable resources. However, this study is
focusing intentionally on intangible resources.
From their intangible stocks of resources, the entrepreneur valued knowledgeable and
committed employees the most. All the respondents were likeminded about the fact that it
is very important to find the right talent for each position and build the best team possible.
According to the respondents, human resources has a major role in a competitive
environment. In fact, intimate and tacit knowledge generated over time among employees
is highly important for the organization as the company develops (Kor, Mahoney and Michael
2007).
Why the respondents were better than their competitors from their own opinion was because
of the human resources they possessed. Barney (1991) suggested VRIN-Framework, and
it is an effective way to assess the competitive advantage from a resource point of view.
Human resources fall easily to the category of Inimitable resources. It is very hard, if even
impossible to imitate the exact same human resources organizations have in their
possession. Human resources can also be Valuable for the organization since it is defined
as being the enabling factor for the firm to exploit strategies and / or neutralize threats.
However, according to the VRIN-Framework, resources have the potential of being a source
for sustained competitive advantage if it is, at the same time Valuable, Rare, Inimitable, and
Non-substitutable (Barney 1991). A resource falling to all of the categories mentioned was
not found from the respondent group. Thus, sustained competitive advantage can be difficult
to achieve in this industry. Respectively, many important resources for this industry is
affected by Time Compression Diseconomies, meaning that they can be imitated but
requires a lot of time and effort (Dierickx & Cool 1989).
The respondent companies had accumulated impressive stocks of human resources. The
results were two-fold in terms of dynamic capabilities. On the one hand, some organizations
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were developing their dynamic capabilities and trying to adapt current and future challenges.
On the other hand, the rest of the respondents gave a more static image about their
activities. Generally speaking, the industry of textile and fashion in Finland could improve its
dynamic capabilities and in that way be more prepared to face future competition or even
innovate new products or services.
According to earlier studies, family businesses have not been able to keep up with nonfamily firms in terms of human resource management policies and practices, even though
professionalizing such practices would be beneficial for family firms (Reid and Adams 2001;
Reid, Morrow, Kelly and McCartan, 2002; Stewart and Hitt 2011; Madison, Daspit, Turner
and Kellermanns, 2018). However, the empirical results of this thesis suggest quite the
opposite. Entrepreneurs (over 80% from family firms) interviewed for this research all
emphasized the importance of human resources and provided examples about
management and the active development of those resources. This could be due to the fact
that family businesses tend to treasure their socioemotional wealth (Gómez-Mejía et al.
2007). The socioemotional wealth of a family firm is representing the family values to the
employees and throughout society, thus it is affecting to family firm managers’ decisions and
desire to grow and preserve socioemotional wealth can justify decisions seeming otherwise
financially

inexplicable

or

unprofessional

(Kalm

and

Gómez-Mejía

2016).

The

socioemotional wealth and the desire to grow and preserve it may offer one explanation to
this finding, or at least offer a great opportunity for further research.
The other noticeable factor was that many of the respondents thought that they have a good
reputation among stakeholders. Reputation is something that a company cannot build
overnight. Dierickx & Cool (1989) introduced the concept of Time Compression
Diseconomies, which argues that some things require time to accumulate (e.g. reputation),
and the process cannot be corrupted or shortened dramatically. This supports the idea that
companies operated for a long time can for example, test new products easier because of
the reputation among a certain group. And again, as the majority from the respondent group
are family firms, the argument of a good reputation among stakeholders is in line with earlier
research (Deephouse and Jaskiewicz, 2013). Carmeli and Tishler (2005) are arguing that
company reputation has a substantial role in a firm’s attempt to obtain a competitive edge.
The same research also concludes that high-quality product or service is not enough to
ensure favorable organizational reputation; rather, the authors suggest a mediate
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relationship between product quality and organizational reputation. This argumentation is in
line with the findings from the empirical part. In fact, quality and organizational reputation
might be one of the only segments where this particular industry can compete against global
competitors. Production in Finland or in most parts of Europe is expensive. Therefore,
industry companies cannot compete with price.
To conclude, resources available and their usefulness in new opportunities depends on the
entrepreneur. No consistency could be found on how the entrepreneurs valued their
resources in new opportunity assessment, especially no particular resource rose above all
the others. As mentioned in the findings, the entrepreneurs emphasized the fact that a welldefined business model, reputation among stakeholders, and human resources are very
hard to imitate. These intangible resources were most valuable for the entrepreneurs, and
they created the base for evaluation and exploitation of new opportunities. These findings
are in line with the fundamental idea behind knowledge-based view, which suggests that
knowledge is the single most important resource in new value creation, heterogeneity, and
competitive advantage (Felin and Hesterly 2007). Family firms have distinctive assets,
usually tacit, that can provide competitive advantage, hence it is extremely important to
transfer this knowledge between generations (Cabrera-Suárez, De Saá-Pérez and GarcíaAlmeida, 2001). Taking into account the respondents of the empirical part of this thesis, it is
not surprising that knowledge was easily the most valued resource among industry
entrepreneurs.
RQ: How dynamic capabilities and entrepreneurial cognitions are affecting to
entrepreneurial opportunity recognition and evaluation?
All the sub-questions were built to guide towards answering the main research question. At
first, figure 17 will sum up the previously presented and describe the process of opportunity
identification and evaluation process of textile and fashion entrepreneurs and illustrate the
effect of entrepreneurial cognitions and resources in the process.
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Figure 17. Opportunity identification, evaluation and the role of cognitions and resources
The figure above aims to clarify the main contribution of this thesis. According to the result
of this study, new opportunities are usually recognized from market needs or perception of
the needs. Perception of market needs is formulated from information gathered from
stakeholders using social capital and having the alertness to detect new opportunities from
information received. The received information is combined with prior knowledge as well as
cognitions regarding the industry, organization, and individual entrepreneurs.
Cognitions were found to affect the whole process from the very beginning till the end. Those
cognitions entrepreneurs do not even necessarily notice, but they affect subconsciously to
every step and every smallest decision to determine if the detected problem or market need
would be possible to solve somehow. It has been suggested in this research that
entrepreneurial opportunities are generated from perceptions of market needs. As figure 16
illustrates, human capital and entrepreneurial cognitions affect the opportunity recognition.
Respectively, the other variable effecting perception of market needs and therefore affecting
new opportunity recognition is suggested being social capital and alertness (figure 14).
Cognitions were found to affect the whole process from opportunity recognition till the
exploitation. According to the findings, cognitions tend to have more or less the same role
in the first steps of the process. The found market need is a product of entrepreneur’s
cognitions, since it is highly affected by experience possessed (human capital) and how he
or she is filtering the signals received from customers (Social capital & alertness). Cognitions
filter the received signals from customers, since the prior experience tend to assess what
information is valuable and what is not. Respectively, whether new opportunity is attractive
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or not is depending on how well it fits to entrepreneur’s cognitions and especially to industry
level cognitions. Thus, entrepreneur's cognitive frameworks determine if the assumed or
detected market need is a potentially new opportunity matching the current business and
matching the future trends of the industry. Entrepreneurs were found to have personal
evaluation criteria. The wide range of criteria is illustrated in the figure 9. These criteria are
entrepreneurial cognitions formed from entrepreneurial experience and the purpose of the
company’s existence.
According to empirical findings, resources will enter to evaluation process not until the
opportunity is under serious evaluation. In some cases, resources might be even crucial
problems in terms of exploitation. However, most of the time, the entrepreneurs would gather
the needed resources if the opportunity is otherwise commercially feasible.
The whole process might, for the first look, seem very simple, but the cognitions working in
the background were found to have a major role in the decision-making process. The
respondent group of entrepreneurs were all very experienced in their field of business, and
they all had learned to trust their heuristics and biases, some learned the hard way.
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Research question
RQ: How dynamic capabilities
and entrepreneurial cognitions
are affecting to entrepreneurial
opportunity recognition and
evaluation?

Sub-Q1: How entrepreneurial
opportunities are recognized
and evaluated?

Sub-Q2: How entrepreneurial
cognitions are affecting
entrepreneurial opportunity
recognition?

Sub-Q3: How (intangible)
resources and dynamic
capabilities are affecting to
entrepreneurial opportunity
evaluation?

Answer
Entrepreneurial opportunity recognition in textile and
fashion industry is a product of social capital with
entrepreneurial alertness, and human capital
combined with entrepreneurial cognitions
concerning the industry. Opportunities are evaluated
mainly from financial and resource perspective, but
also many other individual criteria affect the
exploitation. Cognitions were found to affect the
entrepreneur whole time from the initial recognition
of an opportunity to how attractive it was seen.
Resources were found to affect the process only
after the opportunity had already recognized and
had entered the evaluation phase.
New opportunities are recognized from market
needs or the perception of market needs. This
perception is formulated from being alert for
information received in communication with
stakeholders and combined with human capital (e.g.
prior knowledge) and cognitions. Opportunities are
evaluated with personal criteria, most commonly
related to financial profitability and need of
resources
Cognitions are highly involved in every stage of
opportunity assessment and decision-making
processes. Especially industry level cognitive
frameworks are strong in the textile and fashion
industry, reflecting in commonly shared views on
industry future. The use of heuristics in evaluation of
opportunities is also very common, and the
heuristics are mostly the same (strategic fit and
market knowledge).
No consistency could be found about how
entrepreneurs value their resources. However,
entrepreneurs in textile and fashion industry tend to
rely on resources that are protected by time
compression diseconomies such as knowhow,
customer relationships, and reputation for quality.
Human resources were found to be extremely
valued. All in all, entrepreneurs did not find resource
availability as a problem if the opportunity is
potential enough.

Table 3. Answers to research questions
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6.2 Contribution of the thesis and future research
As it can be noted from the findings, this research contributes to existing literature and
research, at least for the most part. The empirical results indicate that entrepreneurial
opportunities are not recognized suddenly, but rather in the form of cues from
communication with stakeholders. Respectively, entrepreneurial opportunities were found
as being mostly created with the help of prior knowledge, social capital, cognition,
environmental conditions, entrepreneurial alertness, and systematic search. These findings
are in line with earlier research (Pech and Cameron 2006; Hayton, Chandler and DeTienne,
2011; George et al. 2014; Hajizadeh and Zali 2015; Tegtmeier and Classen 2017). The
important roles of social capital in family firms’ opportunity recognition (Kontinen and Ojala
2011) and economically sustainable values in family businesses success (Koiranen 2002)
have been highlighted in earlier research concerning family firms, and the arguments were
also in line with the results in this study.
Prior knowledge played an important part in opportunity recognition. Thus, in that part, the
findings of this thesis are strongly in line with previous research (Young and Francis 1991;
Ko and Butler 2006; George et al. 2014; Hajizadeh and Zali 2015). Ko and Butler (2006)
suggested that prior knowledge has an important role especially in high-technology
industries. However, this research suggests that that is the case also in low-technology
industry, which the textile and fashion industry is representing.
When evaluating new opportunities, entrepreneurs in the textile and fashion industry are
evaluating the overall feasibility of the opportunity. Especially, how the opportunity relates
to already existing business and resources, and whether it is financially potential. The results
are partly supported by earlier research (Haynie, Shepherd and McMullen 2009; Adel
Rastkhiz, Mobini Dehkordi, Yadollahi Farsi and Azar, 2019). Only partial support refers to
the findings, which are suggesting that entrepreneurs in this industry tend not to conduct as
an extensive evaluation as described in earlier research.
Entrepreneurs are using heuristics and biases in their decisions (Busenitz and Barney 1997;
Busenitz 1999; Bryant 2006). This research found support to the previously claimed.
Empirical evidence was found suggesting the existence of industry level cognitions in the
textile and fashion industry. This research suggests that, entrepreneurial cognitions are
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affected by prior experience, stakeholder communication, and organization & industry level
cognitive frameworks. These findings are in line with earlier research emphasizing
organizational and managerial similarities inside an industry (Huff 1982; Bogner and Barr
2000; Nadkarni and Narayanan 2007).
In terms of resources and capabilities, this research is mostly in line with earlier research.
The importance of human resources and tacit knowledge were highlighted in this and earlier
research (Kor, Mahoney and Michael 2007). Organizational reputation was high among the
respondent group and its value was recognized among entrepreneurs, being in line with
earlier research (Deephouse and Jaskiewicz, 2013). All in all, intangible resources were
found to have substantial role in opportunity recognition, evaluation, and exploitation. This
finding is in line with the fundamental idea behind knowledge-based view (Felin and Hesterly
2007).
This thesis also generated some new insights and knowledge for entrepreneurship research
in the textile and fashion industry. Firstly, actively searching for information cues and
questioning the usual course of action is commonly seen phenomenon in new opportunity
recognition (Pech and Cameron 2006). However, the findings indicate that purposefully
searching for new opportunities is uncommon in this industry, some companies even act
only when customer is certain. This might be due to the nature of the industry. New
opportunity for example, drastically distinctive product from the normal product line could
mean considerable changes in supply network or to target consumer group. Also, the nature
of the firms in the industry might affect to the result. Family firms value different things than
non-family firms (Koiranen 2002). For example, family firms tend to for strive being more
economically sustainable. Thus, it may not be in the interests of a family firm to actively
search for new opportunities.
Secondly, heuristics were not found as extensively used than described in the earlier
studies. This might be again because of the nature of the researched industry. The minor
difference might be because of many companies in the industry possess long traditions and
family ownership. Thus, it can be argued that because of the traditional nature of the
industry, and slow technological development does not force the companies to quick
decisions as frequently as in some other industry. In addition, substantial amount of family
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businesses may affect to the result, as they do not want to jeopardize their future by
recklessly using heuristics in decisions.
Finally, the most significant difference in terms of findings comparing earlier studies is
relating to human resource management. Both earlier research (Kor, Mahoney and Michael
2007; Felin and Hesterly 2007; Tegtmeier and Classen, 2017), and this research found
human resources as being a vital part of opportunity recognition. However, according to
earlier studies human resource management has been argued as being underdeveloped in
family firms when comparing to non-family firms (Reid and Adams 2001; Reid, Morrow, Kelly
and McCartan, 2002; Stewart and Hitt 2011; Madison, Daspit, Turner and Kellermanns,
2018). As over 80% of the respondents in this research had a family business background,
it can be argued that human resources are extremely valued in family businesses,
suggesting quite the opposite than previous research. This might be due to family
businesses’ tendency to value their socioemotional wealth (Gómez-Mejía et al. 2007). The
appreciation and pride towards their own company and the know-how it holds within,
accumulated over years or even generation could be clearly seen in the interviews. Desire
to grow and preserve socioemotional wealth is characterized for family firms (Kalm and
Gómez-Mejía 2016). Again, it is worth pointing out that the nature of the industry might affect
the results concerning human resource management. The high valuation of human
resources among industry entrepreneurs may also be due to high significance of handcraft.
The researched industry is still highly relying on humans manufacturing textiles or clothing.
The new insights and knowledge the empirical part of this research generated might be due
to the scope of the study. This thesis is focusing on entrepreneurs in a specific industry in a
specific geographical region. This narrow scope might be the reason for slightly divergent
results compared to earlier research. This argument is supported by the fact that the found
differences were concerning entrepreneurship in this particular industry and family
businesses. However, the scope was intentionally set quite narrow in order to provide
relevant insights for the companies in the researched industry. Thus, these types of findings
were expected. More about the limitations of the research and suggestions for further
research are discussed in the following chapter.
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6.3 Limitations and suggestions for further research
The aim of this study was to assess the entrepreneurial acts of opportunity recognition and
evaluation in Finnish textile and fashion industry. This research focused on clothing and
textile manufacturing companies inside the Finnish textile and clothing industry. Thus, the
results may not directly translate to other industry organizations, not to mention other
countries. However, the results may most definitely provide starting point for further research
in the textile and fashion industry in Finland or abroad.
The empirical data was gathered from 11 interviews with industry entrepreneurs. The
potential list of entrepreneurs was given by a personal contact acting in the industry. The
potential list of interviewees included a wide range of entrepreneurs from different fields
inside the textile and fashion industry. However, the final sample size and format of the
interview group was formulated by the entrepreneurs’ willingness to participate. Due to the
rather small sample size, these results may not offer generalizable results. The possibility
for researcher biases must also be mentioned, since the data was gathered and analyzed
by a single researcher.
The empirical results of this research indicated that Finnish textile and fashion entrepreneurs
behave differently at least in some extent compared to earlier research. Due to the focus of
this research, these differences could not be further researched. Based on this thesis, further
study conducted in this field of research could examine for example, the following questions:
•

Can these results be generalized by using larger sample size or some other economic
region?

•

What are the differences between family firms and non-family firms in the textile and
fashion industry?

•

Can the findings be applied to other fields within the textile and clothing industry
(other than textile and clothing manufacturing)?

•

How human resources are managed in the textile and fashion industry?

•

How human resources are managed in family firms?

•

Do family firms in the textile and fashion industry appreciate human resources
differently than family firms in some other industry?
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6.4 Practical implications
This sub-chapter will continue the discussion started in findings, and the purpose of this
chapter is to provide suggestions for the practical use of the findings gathered in this thesis.
This thesis provides an insight into the Finnish textile and fashion industry, and especially
the entrepreneurs practicing an important profession by employing Finnish know-how and
keeping the industry alive.
As mentioned in the literature review, one of the most important abilities of a successful
entrepreneur is to identify and select the right opportunities. (Ardichvili, Cardozo and Ray
2003). The ongoing pandemic (COVID-19) the world is dealing with underlines this
statement. This thesis is not concentrating on the crisis, but the impact of it naturally could
be heard in the discussions with entrepreneurs. At this time, it is particularly important to
find those right opportunities to exploit.
As discussed, according to the findings of this thesis, entrepreneurial opportunities are a
mixture of social capital and prior knowledge blended with cognitions. At this time of a
pandemic and at the edge of yet another financial crisis, it is as important as always to keep
communicating with stakeholders and be alert for the problems and concerns they are
presenting to you. This time of change can open a whole new possibility because of change
in consumer behavior, in supply chains, or in any other sub-region of the business.
The existence and effect of cognition are involved throughout this thesis. Cognitions are
affecting entrepreneurial decisions in good and bad. They are the base for practically every
opportunity recognized, as well as every opportunity evaluated. The industry level cognitive
frameworks are strongly controlling the direction of the industry. The shared beliefs of the
industry future can provide great opportunities for entrepreneurs. On the other hand, the
cognitions might have slightly too much influence on the entrepreneurs recognizing or
evaluating new opportunities.
Resources were the most undervalued concept in this thesis. Entrepreneurs in the textile
and fashion industry did not understand their resources in a way that could truly benefit
them. Resources were found to be an important factor in evaluating new opportunities.
However, with few exceptions, resource development was not aiming for competitive
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advantage or in any other way to stand out from the others. Human resources were the most
recognized resource among entrepreneurs. The importance of human resources is not
denial. However, intangible resources hold potential for gaining competitive advantage in
many other ways. As an example, it seems that the potential of intellectual property rights is
not understood among industry entrepreneurs.

79

References
A. Abou-Moghli, A., 2018. The Relationship between Entrepreneurship and Strategic
Management in Small Scale Businesses: An Empirical Assessment of Developing
Competitiveness. International Journal of Business and Social Science, 9(9).
Adams, W., 2015. Conducting Semi-Structured Interviews. Handbook of Practical Program
Evaluation, pp.492-505.
Adel Rastkhiz, S., Mobini Dehkordi, A., Yadollahi Farsi, J. and Azar, A., 2019. A new
approach to evaluating entrepreneurial opportunities. Journal of Small Business and
Enterprise Development, 26(1), pp.67-84.
Alvarez, S. and Busenitz, L. 2001. The entrepreneurship of resource-based theory. Journal
of Management, 27(6), pp.755-775.
Amato, C., Barbieri, B., Zurru, M., Ricciardi, M., Benevene, P. & Garcia, D. 2018. Think
entrepreneurially entrepreneurs vs. Non-entrepreneurs cognitive profiles. International
Journal of Entrepreneurship, 22(1), pp. 1-13.
Ardichvili, A., Cardozo, R. and Ray, S. 2003. A theory of entrepreneurial opportunity
identification and development. Journal of Business Venturing, 18(1), pp.105-123.
Baron, R. 1998. Cognitive mechanisms in entrepreneurship. Journal of Business Venturing,
13(4), pp.275-294.
Baron, R., 2008. The Role of Affect in the Entrepreneurial Process. Academy of
Management Review, 33(2), pp.328-340.
Barney, J. 1986. Strategic Factor Markets: Expectations, Luck, and Business
Strategy. Management Science, 32(10), pp.1231-1241.
Barney, J. 1991. Firm Resources and Sustained Competitive Advantage. Journal of
Management, 17(1), pp.99-120.

80

Barney, J. 2001. Is the Resource-Based "View" a Useful Perspective for Strategic
Management Research? Yes. The Academy of Management Review, 26(1), pp.41-56.
Barros, I., Hernangómez, J. and Martin-Cruz, N., 2016. A theoretical model of strategic
management of family firms. A dynamic capabilities approach. Journal of Family Business
Strategy, 7(3), pp.149-159.
Bettis,

R.

and

Prahalad,

C.,

1995.

The

dominant

logic:

Retrospective

and

extension. Strategic Management Journal, 16(1), pp.5-14.
Bird, B., Welsch, H., Astrachan, J. and Pistrui, D., 2002. Family Business Research: The
Evolution of an Academic Field. Family Business Review, 15(4), pp.337-350.
Bogner, W. and Barr, P., 2000. Making Sense in Hypercompetitive Environments: A
Cognitive Explanation for the Persistence of High Velocity Competition. Organization
Science, 11(2), pp.212-226.
Bryant, P., 2006. Self-regulation and decision heuristics in entrepreneurial opportunity
evaluation and exploitation. Management Decision, 45(4), pp.732-748.
Busenitz, L. and Barney, J. 1997. Differences between entrepreneurs and managers in large
organizations: Biases and heuristics in strategic decision-making. Journal of Business
Venturing, 12(1), pp.9-30.
Cabrera-Suárez, K., De Saá-Pérez, P. and García-Almeida, D., 2001. The Succession
Process from a Resource- and Knowledge-Based View of the Family Firm. Family
Business Review, 14(1), pp.37-46.
Carmeli, A. and Tishler, A., 2005. Perceived Organizational Reputation and Organizational
Performance: An Empirical Investigation of Industrial Enterprises. Corporate Reputation
Review, 8(1), pp.13-30.

81

Chirico, F., 2008. Knowledge Accumulation in Family Firms. International Small Business
Journal: Researching Entrepreneurship, 26(4), pp.433-462.
Chua, J., Chrisman, J. and Sharma, P., 1999. Defining the Family Business by
Behavior. Entrepreneurship Theory and Practice, 23(4), pp.19-39.
Choi,

Y.

and

Shepherd,

D.

(2004).

Entrepreneurs’

Decisions

to

Exploit

Opportunities. Journal of Management, 30(3), pp.377-395.
Choi, D. and Lee, K., 2015. Dynamic resource allocation for exploitation and exploration
with ambidexterity: Logical mechanism and simulations. Computers in Human Behavior, 42,
pp.120-126.
Čiarnienė, R. and Vienažindienė, M., 2014. Management of Contemporary Fashion
Industry: Characteristics and Challenges. Procedia - Social and Behavioral Sciences, 156,
pp.63-68.
Combs, J., Shanine, K., Burrows, S., Allen, J. and Pounds, T., 2019. What Do We Know
About Business Families? Setting the Stage for Leveraging Family Science
Theories. Family Business Review, 33(1), pp.38-63.
Companys, Y. and McMullen, J. 2007. Strategic Entrepreneurs at Work: The Nature,
Discovery, and Exploitation of Entrepreneurial Opportunities. Small Business Economics,
28(4), pp.301-322.
Deephouse, D. and Jaskiewicz, P., 2013. Do Family Firms Have Better Reputations Than
Non-Family Firms? An Integration of Socioemotional Wealth and Social Identity
Theories. Journal of Management Studies, 50(3), pp.337-360.
Dierickx, I. and Cool, K. 1989. Asset Stock Accumulation and the Sustainability of
Competitive Advantage: Reply. Management Science, 35(12), pp.1514-1514.
Diharto, A., Budiyanto and Muafi, 2017. causality model of people equity, VRIN resource,
social capital, innovation capability and SMEs performance. Journal of Business & Retail
Management Research, 11(4), pp.124-130.
82

Evert, R., Martin, J., McLeod, M. and Payne, G., 2015. Empirics in Family Business
Research. Family Business Review, 29(1), pp.17-43.
Farago, F., Denkewski, W., Lourenço, M. and Ferreira Fernandes, J. (2019). Dynamic
Capabilities, New Business Creation and the Entrepreneur: An Analysis about the La La
Land Film. International Journal of Entrepreneurship, 23(1), pp.1-14.
Felin, T. and Hesterly, W., 2007. The Knowledge-Based View, Nested Heterogeneity, and
New Value Creation: Philosophical Considerations on the Locus of Knowledge. Academy
of Management Review, 32(1), pp.195-218.
Fiet, J., Piskounov, A. and Patel, P., 2005. Still Searching (Systematically)1 for
Entrepreneurial Discoveries. Small Business Economics, 25(5), pp.489-504.
George, N., Parida, V., Lahti, T. and Wincent, J., 2014. A systematic literature review of
entrepreneurial opportunity recognition: insights on influencing factors. International
Entrepreneurship and Management Journal, 12(2), pp.309-350.
Golafshani, N., 2003. Understanding Reliability and Validity in Qualitative Research. The
Qualitative

Report,

[online]

8(4),

pp.597-606.

Available

at:

<https://nsuworks.nova.edu/tqr/vol8/iss4/6> [Accessed 18 May 2020].
Gómez-Mejía, L., Haynes, K., Núñez-Nickel, M., Jacobson, K. and Moyano-Fuentes, J.,
2007. Socioemotional Wealth and Business Risks in Family-controlled Firms: Evidence
from Spanish Olive Oil Mills. Administrative Science Quarterly, 52(1), pp.106-137.
Green, R. and Carroll, J. 2000. Investigating entrepreneurial opportunities. Thousand Oaks:
SAGE Publications.
Greener, I. 2019. path dependence | Definition & Facts. [online] Encyclopedia Britannica.
Available at: https://www.britannica.com/topic/path-dependence [Accessed 7 Apr. 2020].
Greco, M., Cricelli, L. and Grimaldi, M. 2013. A strategic management framework of tangible
and intangible assets. European Management Journal, 31(1), pp.55-66.
83

Gruber, M., Kim, S. and Brinckmann, J., 2015. What is an Attractive Business Opportunity?
An Empirical Study of Opportunity Evaluation Decisions by Technologists, Managers, and
Entrepreneurs. Strategic Entrepreneurship Journal, 9(3), pp.205-225.
Gwozdz, W., Steensen Nielsen, K. and Müller, T., 2017. An Environmental Perspective on
Clothing Consumption: Consumer Segments and Their Behavioral Patterns. Sustainability,
9(5), p.762.
Hajizadeh, A. and Zali, M., 2016. Prior knowledge, cognitive characteristics and opportunity
recognition. International Journal of Entrepreneurial Behavior & Research, 22(1), pp.63-83.
Hall, R. 1993. A framework linking intangible resources and capabilities to sustainable
competitive advantage. Strategic Management Journal, 14(8), pp.607-618.
Hambrick, D. and Crozier, L. 1985. Stumblers and stars in the management of rapid
growth. Journal of Business Venturing, 1(1), pp.31-45.
Haynie, J. M., Shepherd, D. A., & McMullen, J. S. 2009. An opportunity for me? The role of
resources in opportunity evaluation decisions. Journal of Management Studies, 46, pp.337361.
Hayton, J., Chandler, G. and DeTienne, D., 2011. Entrepreneurial opportunity identification
and new firm development processes: a comparison of family and non-family new
ventures. International Journal of Entrepreneurship and Innovation Management, 13(1),
p.12.
Helfat, C., Finkelstein, S., Mitchell, W., Peteraf, M., Singh, H., Teece, D. and Winter, S.
2007. Dynamic capabilities: Understanding Strategic Change in Organizations. Malden, MA:
Blackwell Publishing.
Hernández-Linares, R., Kellermanns, F. and López-Fernández, M., 2020. Dynamic
capabilities and SME performance: The moderating effect of market orientation. Journal of
Small Business Management, pp.1-34.

84

Hitt, M., Ireland, R., Camp, S. and Sexton, D. 2001. Strategic entrepreneurship:
entrepreneurial strategies for wealth creation. Strategic Management Journal, 22(6-7),
pp.479-491.
Huff, A., 1982. Industry influences on strategy reformulation. Strategic Management
Journal, 3(2), pp.119-131.
Jantunen, A., Puumalainen, K., Saarenketo, S. and Kyläheiko, K. 2005. Entrepreneurial
Orientation, Dynamic Capabilities and International Performance. Journal of International
Entrepreneurship, 3(3), pp.223-243.
Jansen, J., Vera, D. and Crossan, M., 2009. Strategic leadership for exploration and
exploitation: The moderating role of environmental dynamism. The Leadership Quarterly,
20(1), pp.5-18.
Kahneman, D. and Tversky, A. 1979. Prospect Theory: An Analysis of Decision under
Risk. Econometrica, 47(2), pp.263-291.
Kalm, M. and Gomez-Mejia, L., 2016. Socioemotional wealth preservation in family
firms. Revista de Administração, 51(4), pp.409-411.
Kirzner, Israel M., 1997. ‘Entrepreneurial Discovery and the Competitive Market Process:
An Austrian Approach’, Journal of Economic Literature 35 (1), 60–85
Kellermanns, F., Eddleston, K., Sarathy, R. and Murphy, F., 2010. Innovativeness in family
firms: a family influence perspective. Small Business Economics, 38(1), pp.85-101.
Kellermanns, F., Walter, J., Crook, T., Kemmerer, B. and Narayanan, V. 2014. The
Resource-Based View in Entrepreneurship: A Content-Analytical Comparison of
Researchers' and Entrepreneurs' Views. Journal of Small Business Management, 54(1),
pp.26-48.
Kenton,

W.

2018. Path

Dependency.

[online]

Investopedia.

Available

at:

https://www.investopedia.com/terms/p/path-dependency.asp [Accessed 7 Apr. 2020].

85

Kenton, W. and Berry-Johnson, J., 2020. How There Can Be Three Bottom Lines. [online]
Investopedia. Available at: <https://www.investopedia.com/terms/t/triple-bottom-line.asp>
[Accessed 5 May 2020].
Knight,

G.,

2000.

Entrepreneurship

and

Marketing

Strategy:

The

SME

under

Globalization. Journal of International Marketing, 8(2), pp.12-32.
Ko, S. and Butler, J., 2006. Prior knowledge, bisociative mode of thinking and
entrepreneurial opportunity identification. International Journal of Entrepreneurship and
Small Business, 3(1), p.3.
Koiranen, M., 2002. Over 100 Years of Age But Still Entrepreneurially Active in Business:
Exploring the Values and Family Characteristics of Old Finnish Family Firms. Family
Business Review, 15(3), pp.175-187.
Kodama, M., 2017. Developing strategic innovation in large corporations-The dynamic
capability view of the firm. Knowledge and Process Management, 24(4), pp.221-246.
Kontinen, T. and Ojala, A., 2011. Social capital in relation to the foreign market entry and
post-entry operations of family SMEs. Journal of International Entrepreneurship, 9(2),
pp.133-151.
Kor, Y., Mahoney, J. and Michael, S., 2007. Resources, Capabilities and Entrepreneurial
Perceptions. Journal of Management Studies, 44(7), pp.1187-1212.
Kor, Y. and Mesko, A., 2012. Dynamic managerial capabilities: Configuration and
orchestration of top executives' capabilities and the firm's dominant logic. Strategic
Management Journal, 34(2), pp.233-244.
Kraus, S., Pohjola, M. and Koponen, A., 2011. Innovation in family firms: an empirical
analysis linking organizational and managerial innovation to corporate success. Review of
Managerial Science, 6(3), pp.265-286.

86

Lampel, J. and Shamsie, J., 2000. Probing the unobtrusive link: dominant logic and the
design of joint ventures at General Electric. Strategic Management Journal, 21(5), pp.593602.
Levine, J., Resnick, L. and Higgins, E., 1993. Social Foundations of Cognition. Annual
Review of Psychology, 44(1), pp.585-612.
Levy, J. (1992). An Introduction to Prospect Theory. Political Psychology, [online] 13(2),
pp.171-186. Available at: https://www.jstor.org/stable/3791677 [Accessed 7 Jan. 2020].
Li, D. and Liu, J., 2014. Dynamic capabilities, environmental dynamism, and competitive
advantage: Evidence from China. Journal of Business Research, 67(1), pp.2793-2799.
Madison, K., Daspit, J., Turner, K. and Kellermanns, F., 2018. Family firm human resource
practices: Investigating the effects of professionalization and bifurcation bias on
performance. Journal of Business Research, 84, pp.327-336.
McGrath, R. and MacMillan, I. 2000. The entrepreneurial mindset. Boston, Mass.: Harvard
Business School Press.
Medelyan, A., 2019. Coding Qualitative Data: How To Code Qualitative Research (Updated
2020) | Thematic. [online] Thematic. Available at: <https://getthematic.com/insights/codingqualitative-data/> [Accessed 12 May 2020].
Meyer, G. and Heppard, K. 2000. Entrepreneurship as strategy. Thousand Oaks, Calif.:
SAGE.
Mitchell, R., Busenitz, L., Lant, T., McDougall, P., Morse, E. and Smith, J. 2002. Toward a
Theory of Entrepreneurial Cognition: Rethinking the People Side of Entrepreneurship
Research. Entrepreneurship Theory and Practice, 27(2), pp.93-104.
Nadkarni, S. and Narayanan, V., 2007. The Evolution of Collective Strategy Frames in Highand Low-Velocity Industries. Organization Science, 18(4), pp.688-710.

87

Narayanan, V., Zane, L. and Kemmerer, B., 2010. The Cognitive Perspective in Strategy:
An Integrative Review. Journal of Management, 37(1), pp.305-351.
n.d. Kohti Tekstiili- Ja Muotialan Kestävää Kasvua. [ebook] Suomen tekstiili & muoti, pp.132. Available at: <https://s3-eu-west1.amazonaws.com/stjm/uploads/20181018125258/Tilastojulkaisu-Kohti-kestavaa-kasvuaverkko.pdf> [Accessed 30 May 2020].
n.d. Tekstiili- Ja Muotiala Suomessa. [ebook] Suomen tekstiili & muoti, pp.1-46. Available
at: <https://s3-eu-west-1.amazonaws.com/stjm/uploads/20200519094641/Yritystilastot19.5.2020.pdf> [Accessed 30 May 2020].
Pech, R. and Cameron, A., 2006. An entrepreneurial decision process model describing
opportunity recognition. European Journal of Innovation Management, 9(1), pp.61-78.
Pedersen, E. and Gwozdz, W., 2013. From Resistance to Opportunity-Seeking: Strategic
Responses to Institutional Pressures for Corporate Social Responsibility in the Nordic
Fashion Industry. Journal of Business Ethics, 119(2), pp.245-264.
Peteraf, M., 1993. The cornerstones of competitive advantage: A resource-based
view. Strategic Management Journal, 14(3), pp.179-191.
Prahalad, C. and Bettis, R., 1986. The dominant logic: A new linkage between diversity and
performance. Strategic Management Journal, 7(6), pp.485-501.
Priem, R. and Butler, J. 2001. Is the Resource-Based "View" a Useful Perspective for
Strategic Management Research?. The Academy of Management Review, 26(1), p.22.
Reid, R. and Adams, J., 2001. Human resource management – a survey of practices within
family and non-family firms. Journal of European Industrial Training, 25(6), pp.310-320.
Reid, R., Morrow, T., Kelly, B. and McCartan, P., 2002. People management in SMEs: an
analysis of human resource strategies in family and non-family businesses. Journal of Small
Business and Enterprise Development, 9(3), pp.245-259.
88

Rizzello, S., 2004. Knowledge as a Path-Dependence Process. Journal of Bioeconomics,
6(3), pp.255-274.
Ruokamo, A., 2017. 10 Ilmiötä, Jotka Muuttavat Tekstiili- Ja Muotialaa - Suomen Tekstiili &
Muoti. [online] Suomen Tekstiili & Muoti. Available at: <https://www.stjm.fi/uutiset/10-ilmiotajotka-muuttavat-tekstiili-ja-muotialaa/> [Accessed 7 June 2020].
Saldaña, J., 2016. The Coding Manual For Qualitative Researchers. 3rd ed. SAGE.
Saunders, M., Lewis, P. and Thornhill, A., 2016. Research Methods For Business Students.
Shane, Scott and S. Venkataraman, 2000, ‘The Promise of Entrepreneurship as a Field of
Research’, Academy of Management Review 25 (1), 217–226
Shane,

S.,

2000.

Prior

Knowledge

and

the

Discovery

of

Entrepreneurial

Opportunities. Organization Science, 11(4), pp.448-469.
Short, J., Sharma, P., Lumpkin, G. and Pearson, A., 2016. Oh, the Places We’ll Go!
Reviewing Past, Present, and Future Possibilities in Family Business Research. Family
Business Review, 29(1), pp.11-16.
Schilke, O., 2013. On the contingent value of dynamic capabilities for competitive
advantage: The nonlinear moderating effect of environmental dynamism. Strategic
Management Journal, 35(2), pp.179-203.
Schriber, S. and Löwstedt, J. 2015. Tangible resources and the development of
organizational capabilities. Scandinavian Journal of Management, 31(1), pp.54-68.
Shepherd, D., Williams, T. and Patzelt, H. 2014. Thinking About Entrepreneurial Decision
Making. Journal of Management, 41(1), pp.11-46.
Stat.fi. n.d. SME | Concepts | Statistics Finland. [online] Available at:
<https://www.stat.fi/meta/kas/pk_yritys_en.html> [Accessed 30 May 2020].

89

Steenkamp, J., 2019. The uncertain future of globalization. International Marketing Review,
36(4), pp.524-535.
Stewart, A. and Hitt, M., 2011. Why Can’t a Family Business Be More Like a Nonfamily
Business?. Family Business Review, 25(1), pp.58-86.
S3-eu-west-1.amazonaws.com. 2020. Tekstiili- Ja Muotiala Suomessa. [online] Available
at: <https://s3-eu-west-1.amazonaws.com/stjm/uploads/20200519094641/Yritystilastot19.5.2020.pdf> [Accessed 30 May 2020].
Talaja, A. 2012. TESTING VRIN FRAMEWORK: RESOURCE VALUE AND RARENESS
AS SOURCES OF COMPETITIVE ADVANTAGE AND ABOVE AVERAGE
PERFORMANCE. Management : Journal of Contemporary Management Issues, 17(2), pp.
51-64.
Teece, D., Pisano, G. and Shuen, A. 1997. Dynamic capabilities and strategic
management. Strategic Management Journal, 18(7), pp.509-533.
Teece, D. 2007. Explicating dynamic capabilities: the nature and microfoundations of
(sustainable) enterprise performance. Strategic Management Journal, 28(13), pp.13191350.
Tversky, A. and Kahneman, D. 1974. Judgment under Uncertainty: Heuristics and
Biases. Science, 185(4157), pp.1124-1131.
Venkataraman, S. and Sarasvathy, S. 2001. Strategy and Entrepreneurship: Outlines of an
Untold Story. SSRN Electronic Journal.
Villalonga, B. and Amit, R., 2010. Family Control of Firms and Industries. Financial
Management, 39(3), pp.863-904.
Von Krogh, G., Erat, P. and Macus, M., 2000. Exploring the Link between Dominant Logic
and Company Performance. Creativity and Innovation Management, 9(2), pp.82-93.

90

Wang, C., Pellegrini, M., Czakon, W., Gnan, L. and Flamini, G., 2019. Opportunity
recognition in family entrepreneurship: voluntaristic and deterministic orientations of
individual cognitions. Journal of Small Business & Entrepreneurship, 32(1), pp.101-122.
Welpe, I., Spörrle, M., Grichnik, D., Michl, T. and Audretsch, D. 2011. Emotions and
Opportunities: The Interplay of Opportunity Evaluation, Fear, Joy, and Anger as Antecedent
of Entrepreneurial Exploitation. Entrepreneurship Theory and Practice, 36(1), pp.69-96.
Westhead, P., Ucbasaran, D. and Wright, M. 2005. Decisions, Actions, and Performance:
Do Novice, Serial, and Portfolio Entrepreneurs Differ?*. Journal of Small Business
Management, 43(4), pp.393-417.
Williams, M. and Moser, T., 2019. The Art of Coding and Thematic Exploration in
Qualitative Research. International Management Review, 15(1), pp.45-55.
Yang, X., Sun, S. and Zhao, X., 2018. Search and execution: examining the entrepreneurial
cognitions behind the lean startup model. Small Business Economics, 52(3), pp.667-679.
Young, R. & Francis, J. 1991. Entrepreneurship and Innovation in Small Manufacturing
Firms. Social Science Quarterly, 72(1), pp. 149-162
Zahra, S., 2010. Harvesting Family Firms' Organizational Social Capital: A Relational
Perspective. Journal of Management Studies, 47(2), pp.345-366.
Zahra, S., Hayton, J. and Salvato, C., 2004. Entrepreneurship in Family vs. Non-Family
Firms: A Resource-Based Analysis of the Effect of Organizational Culture. Entrepreneurship
Theory and Practice, 28(4), pp.363-381.
Zhang, S. and Cueto, J., 2016. The Study of Bias in Entrepreneurship. Entrepreneurship
Theory and Practice, 41(3), pp.419-454.
2018. Family Businesses in Finland. [ebook] Perheyritysten liitto, pp.1-40. Available at:
<https://issuu.com/perheyritys/docs/familybusinessinfinland2014-web> [Accessed 31 May
2020].
91

Appendices
Appendix 1. Interview questions used in the first interview
General questions
1. When did you start as an entrepreneur and what convinced you to do so?
a. Entrepreneurial experience in years
b. Entrepreneurial experience in number of companies
c. What kind of entrepreneurial experience do you have?
d. Other relevant work experience?
2. Your role in the company?
3. More specific industry description.
a. Who are your customers?
b. Who are the end users of your products or services?
4. How many people do you employ?
5. What is your turnover?
a. Under 1M€
b. 1-5M€
c. 5-20M€
d. 20-50M€
e. 50- M€
Business opportunity identification and evaluation
1. Why did you become an entrepreneur?
a. How did you recognize the opportunity / market demand for your first product
or company?
2. How do you identify new business opportunities in general?
3. What are the things you consider when evaluating new business opportunity and if
it’s worth exploiting?
4. Do you test the ideas before full exploitation?
5. When you are convinced that the new business opportunity is worth exploiting?
a. What are the most important criteria you use?
6. If you have decided not to exploit some business opportunity, why, in which stage of
the process, and what were the reasons behind the decision?
7. In what point of your working life you have been the most fruitful when it comes to
generating new ideas?
a. Do you feel like your experience in the industry has affected the way you
exploit new ideas or take risks?
Business opportunity evaluation and entrepreneurial cognitions
1. How do you think that your working experience has affected to your current
entrepreneurial status?
2. In your opinion, how the textile and fashion industry has changed;
a. since you started?
b. in the 2000s?
c. in the last 10 years?
3. What has been the most dramatic change in the industry in your opinion?
4. Do you feel like the changes in the industry have affected you as an entrepreneur?
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5. How would you describe the competition at this moment?
a. Have the competitions changed in the last 5-10 years?
b. Do you believe that the competition will change in the future? And to which
direction?
6. What is the future of textile and fashion industry like?
a. What are the future trends?
b. What kind of companies are thriving in the future?
7. New business opportunities and decision making.
a. How do you justify your decisions in situations requiring fast decisions?
b. How do you justify your decisions in uncertain situations?
c. When making decisions do you consider what other actors in the industry are
doing and what are prevailing trends?
Business opportunity evaluation and organizational recourses.
1. What are your most valuable resources?
a. Tangible
b. Intangible
2. How would you describe your intangible resources?
3. What your company’s strengths?
a. In what field would you say that you are better than your competitors?
b. Do you believe that some of your resources are very hard to imitate?
4. When evaluating new business opportunities, how you are taking into consideration
your firm’s current resources?
5. Do you actively develop your resources to better match future trends?
Free word
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Appendix 2. Modified interview questions. Modified after the first interview.
General questions
1. Working experience
a. Entrepreneurial experience in years?
b. Number of years in textile and fashion industry?
c. Entrepreneurial experience in number of companies
d. What kind of entrepreneurial experience do you have?
e. Other relevant work experience?
2. Your role in the company?
3. Is the company a family business?
4. More specific industry description.
a. Who are your customers?
b. Who are the end users of your products or services?
Business opportunity identification and evaluation
1. Why did you become an entrepreneur?
b. How did you recognize the opportunity / market demand for your first product
or company?
2. How do you identify new business opportunities in general?
3. What are the things you consider when evaluating new business opportunity and if
it’s worth exploiting?
4. What is your testing and exploiting process of new opportunities?
5. When you are convinced that the new business opportunity is worth exploiting?
a. What is the most important criteria you use?
6. If you have decided not to exploit some business opportunity, why, in which stage of
the process, and what were the reasons behind the decision?
7. In what point of your working life you have been the most fruitful when it comes to
generating new ideas?
a. Do you feel like your experience in the industry has affected the way you
exploit new ideas or take risks?
Business opportunity evaluation and entrepreneurial cognitions
1. How do you think that your working experience has affected to your current
entrepreneurial status?
2. In your opinion, how the textile and fashion industry has changed since you
started?
a. What has been the most dramatic change in the industry in your opinion?
3. Do you feel like the changes in the industry have affected you as an entrepreneur?
4. What is the future of textile and fashion industry like?
a. What are the future trends?
b. What kind of companies are thriving in the future?
5. How would you describe the competition at this moment?
a. Do you believe that the competition will change in the future? And to which
direction?
6. How you are justifying your decisions in;
a. situations requiring fast decisions?
b. uncertain situations?
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c. situations regarding new (growth)opportunities?
Business opportunity evaluation and organizational recourses.
1. What are your most valuable resources?
a. Tangible
b. Intangible
2. What your company’s strengths?
a. In what field would you say that you are better than your competitors?
b. Do you believe that some of your resources are very hard to imitate?
3. How you are developing your resources and what is the aim for the activities?
4. When evaluating new business opportunities, how you are taking into consideration
your firm’s current resources?
Free word
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Appendix 3. Interview questions in Finnish. Modified interview questions. Modified after
the first interview.
Yleiset kysymykset
1. Milloin aloitit yrittäjänä ja mikä vakuutti sinut tekemään niin?
a. Yrittäjä kokemus vuosissa.
b. Yrittäjä kokemus yrityksien määrässä.
c. Millaista yrittäjäkokemusta sinulla on?
d. Muu työkokemus?
2. Mikä on roolisi yrityksessä?
3. Mikä on yrityksesi tarkempi toimialakuvaus?
a. Keitä ovat asiakkaasi?
b. Keitä ovat tuotteenne loppukäyttäjät?
4. Kuinka monta ihmistä työllistätte?
5. Mikä on yrityksenne liikevaihtoluokka?
a. Alle 1M€
b. 1-5M€
c. 5-20M€
d. 20-50M€
e. 50- M€
Liiketoiminnallisien mahdollisuuksien identifiointi- sekä arviointiprosessi
1. Kertoisitko tarkemmin miksi sinusta tuli yrittäjä?
a. Osaatko sanoa, miten havaitsit ensimmäisen yrityksesi / tuotteesi
mahdollisuuden markkinoilla?
2. Miten havaitset uusia liiketoiminnallisia mahdollisuuksia?
3. Mitä seikkoja otat huomioon, kun arvioit uusien mahdollisuuksien
toteuttamiskelpoisuutta / potentiaalia?
4. Testaatko ideaasi ennen toteutusta?
5. Milloin olet vakuuttunut, että uusi liiketoiminnallinen mahdollisuus on
toteuttamiskelpoinen?
a. Mikä on tärkein kriteeri, jota käytät määrittääksesi idean
toteuttamiskelpoisuuden?
6. Jos olet päättänyt olla toteuttamatta ideaa, missä vaiheessa ja mitkä ovat olleet syyt
päätöksen takana?
7. Missä kohtaa työuraasi koet olleesi tuotteliaimmillasi uusien liikeideoiden suhteen
vai oletko sitä nyt?
a. Koetko, että kokemus on vaikuttanut kykyysi testata uusia ideoita tai ottaa
riskejä?
Liiketoiminnallisien mahdollisuuksien arviointi sekä yrittäjän kognitiot
1. Miten näet työkokemuksesi vaikuttaneen siihen missä tilanteessa olet nyt?
2. Miten näet tekstiili ja muoti teollisuuden muuttuneen,
a. siitä kun aloitit alalla?
b. 2000-luvulla?
c. viimeisen 10v aikana?
3. Mikä on sinun mielestäsi ollut suurin muutos alalla sinun aikanasi?
4. Koetko, että alalla tapahtuneet muutokset ovat vaikuttaneet sinuun yrittäjänä?
5. Miten kuvailisit alan kilpailua tällä hetkellä?
a. Entä onko tilanne muuttunut viimeisen 5-10 vuoden aikana?
b. Uskotko että alan kilpailu tilanne muuttuu tulevaisuudessa? Mihin suuntaan?
6. Millainen tekstiilin ja muodin alan tulevaisuus on mielestäsi?
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a. Millaisia ovat tulevaisuuden trendit?
b. Millaiset alan toimijat ovat tulevaisuuden menestyjiä?
7. Uudet liiketoiminnalliset mahdollisuudet & päätöksenteko
a. Miten päädyt ratkaisuun nopeaa reagointia vaativissa tilanteissa?
b. Miten päädyt ratkaisuun epävarmoissa tai hieman sekavissa tilanteissa?
c. Mietitkö yleisesti päätöksissäsi mitä muut alalla tekevät ja mitkä ovat alan
vallitsevat suuntaukset?
Liiketoiminnallisien mahdollisuuksien arviointi sekä yrittäjän resurssit
1. Mitkä ovat tärkeimmät resurssinne?
a. Aineelliset
b. Aineettomat
2. Miten kuvailisit yrityksenne aineettomia resursseja?
3. Mitkä ovat yrityksenne vahvuuksia?
a. Miten uskotte olevanne kilpailijoitanne parempia?
b. Uskotko, että jotain resurssianne tai tapaanne toimia on erityisen vaikea
kopioida kilpailijoiden toimesta?
4. Kun arvioit uusia liiketoimintamahdollisuuksia, otatko arvioinnissa huomioon
yrityksesi nykyiset resurssit?
5. Kehitätkö aktiivisesti yrityksesi resursseja, jotta ne sopisivat paremmin
tulevaisuuden trendeihin?
Vapaat kommentit
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Appendix 4. Figure 18. Data analysis process and main findings; sub-question 1.
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Figure 19. Data analysis process and main findings; sub-question 2.

Figure 20. Data analysis process and main findings; sub-question 3.
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