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Dedication

I would like to dedicate this edition of the Wiley Encyclopedia of Management to Professor Chris
Argyris, who passed away last year. Professor Argyris and I were co-editors of the first edition,
where we worked together, while I was on sabbatical, at Harvard Business School, to highlight the
main structure, disciplines and functional areas of management that would be the template for future
editions of the Encyclopedia. Chris was an outstanding scholar in management, probably the best
known thinker in the field and renowned for his state-of-the-art management books and innovative
management theories, but more important he was a wonderful person, who supported and nurtured
all he worked with. I remember strolling with him on a number of occasions in Hyde Park, London,
when he was in England, talking to him about his latest ideas and insights. Even in his eighties, he
bubbled with enthusiasm. He was truly inspirational, and I, and his many colleagues worldwide, will
miss him dearly.

Professor Sir Cary L. Cooper, CBE
The Editor-in-Chief



I Pretace

The twenty-first century has emerged as the golden age of entrepreneurship. The rapid development
of free markets and a truly global economy have produced an entrepreneurial revolution, where the
rates of start-up activity (for-profit and nonprofit), the pace of technological advancement, and the
rates of both product and process innovation are at historical highs. Entrepreneurship is viewed
increasingly as the dynamic that drives economic development, transforms communities, facilitates
social innovation, and empowers individuals regardless of gender, ethnicity, race, or social class.

Arguably, there is a similar revolution occurring in entrepreneurship research. Scholarly attention
to the many questions surrounding entrepreneurial behavior has dramatically increased over the past
25 years. Some of this attention has come from researchers primarily focused on issues within the
disciplines of economics, sociology, psychology, finance, and other fields where the entrepreneur or
early stage venture offers interesting context. However, much more significant is the emergence of
a dedicated community of scholars whose work is principally concerned with questions surrounding
entrepreneurial activity. This scholarly community is growing for a number of reasons.

As universities have developed extensive coursework together with undergraduate, master’s
level, and doctoral degrees in entrepreneurship, the component of dedicated faculty within the
discipline has multiplied. The more recent trend toward university-wide entrepreneurship, where
entrepreneurial content and interdisciplinary connections are fostered across the university campus,
has also contributed to the advancement of scholarly activity. A parallel development is the launch
of a number of high quality, rigorous entreprencurship journals and the growing willingness of well-
established and highly respected journals in a range of academic disciplines to publish manuscripts
that primarily address questions surrounding entrepreneurial behavior. Foundations and institutes
have demonstrated an increased proclivity to fund research that addresses the most significant issues
in entrepreneurship.

Moreover, the stakeholders in this research area have grown as the contexts for entrepreneurial
action have been extended. While the traditional research was concerned with new venture start-up
or the small business management context, the scope of attention today extends to examinations
of entrepreneurial behavior within established corporations, social and nonprofit ventures, and the
public sector. Even within the start-up and early stage context, efforts are being devoted to better
understanding the nuances of lifestyle versus growth ventures, family-owned versus publically held
companies, and both high-tech firms and survival enterprises at the base of the pyramid. Further,
interest exists at multiple levels of analysis, from individuals and organizations to the communities,
nation-states, and regions of the world.

Our purpose with this new edition of the Encyclopedia is to provide a timely synthesis of the
leading rescarch topics and major issues being addressed by contemporary entrepreneurship scholars.
Our approach is to ensure the treatment is concise, up-to-date, captures the primary issues and
findings surrounding an issue or question, and offers some of the primary references reflecting
previous foundational and seminal work on the topic. Building on the outstanding work of the editors
who preceded us, this volume has been entirely updated from the earlier editions, with revisions and
updates made to existing entries and the addition of a number of new topics that reflect exciting
research streams that have emerged in the past few years. It serves as a desk reference for those
generally interested in entrepreneurial topics, including educators, scholars, students, public policy
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makers, entrepreneurial support organizations, and practitioners. It also serves as a place to begin for
those researchers initiating new scholarly projects or topical investigations.

Building upon a tradition established with the first two editions of the Encyclopedia of Entrepreneur-
ship, we have approached the thought leaders within the discipline of entrepreneurship to get their
insights. One hundred and twenty-five of the top international scholars have prepared explanations
of the major concepts that constitute the core of what is being researched and taught in the contem-
porary discipline of entrepreneurship. We are exceedingly grateful for their insightful perspectives.
Selecting the topics is a daunting task given the rapid expansion of both the depth and breadth of
our knowledge about entrepreneurship. The range of 102 topics included here is intended to be
reasonably comprehensive, but with such a dynamic field of study there is always the potential for
certain newer topics to be overlooked or combined under some other topic. We apologize for any
oversights.

It is with great pride that we present the third edition of this important volume. We hope you find
it to be a helpful resource in your work.

Michael H. Morris and Donald F. Kuratko
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absorptive capacity and the entrepreneurial
process

Shaker A. Zahra and Gerard George

In today’s globally interconnected world, ideas
for entrepreneurial activities do not always
grow within a company’s operations. They
also grow in other companies in and outside
their industries. The growing dispersion of
knowledge, research and development (R&D)
activities, and innovation centers has made it
imperative for companies to look for fresh and
new knowledge around the globe (Zhao and
Anand, 2009). The dizzying speed of innovation
and rapid technological change have compelled
entrepreneurs and managers to canvass the
globe and learn about new ideas, understand
the strategic implications for their businesses,
and creatively assimilate these ideas into their
operations (see INNOVATIONS) (Todorova and
Durisin, 2007). The infusion of new ideas
into an organization stimulates its employees’
thinking about their applications by combining
them with companies’ existing resources,
knowledge, and capabilities. Even though new
knowledge often clashes with the company’s
existing knowledge bases, it also sets the stage
for the creative combining of knowledge, an
important foundation for innovation and new
business creation (Zahra, 2008; Zahra and
Nasimbam, 2011).

Entrepreneurial companies use multiple
approaches to learn about and gain knowledge
from other companies and industries. Some
invest in environmental scanning activities,
monitoring and analyzing trends in their
industry and elsewhere. Environmental scan-
ning allows companies to spot changing
technological, social, political, and economic

trends that could affect their businesses.
This information is useful in re-examining
a company’s business definition and making
fundamental changes in its strategy. The
general information gathered through scanning
activities, however, is rarely sufficient to develop
specific capabilities in existing and emerging
business fields in which the firm aspires to
compete. Therefore, companies invest heavily
in R&D activities to develop new knowledge
and learn by doing. Some companies also invest
heavily in start-up firms in and outside their
industries, hoping to learn more about changing
technological trends and how to build the skills
needed to compete. Companies also join strategic
alliances and technology consortia and thus learn
from their competitors and allies. Some compa-
nies acquire firms that have the competencies
that they need to renew existing operations or
venture into new competitive arenas.

The different types of knowledge to be gath-
ered from the diverse sources just mentioned
often create a rich array of potential opportu-
nities from which companies choose. They can
also provide a basis for mapping effective strate-
gies that allow these companies to proactively
and profitably exploit these opportunities. Yet,
exposure to these different and rich knowledge
sources may not help those companies eager to
identify and pursue opportunities; these compa-
nies may not fully understand the nature and
importance of that knowledge. Much depends
on these companies’ absorptive capacity.

DEFINITION AND DIMENSIONS OF
ABSORPTIVE CAPACITY

As just noted, many companies do not gain
advantages from their huge investments in their



