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Glossary 
 

Balance sheet statement 
A summary of the financial position of the business at a specific date, such as at a month 
end or the year end. It shows the balance between the assets, liabilities and ownership 
equity. The difference between assets and liabilities is net worth or net assets or, simply, 
equity. The net worth must equal assets minus liabilities and ownership equity. 
 
Business angels  
These tend to be wealthy individuals who want to invest in high growth businesses. They 
may also be part of a syndicate with other business angels. In addition to money, they often 
bring with them experience, skills and contacts. They will tend to look for opportunities in 
industries and sectors where they feel they have relevant experience. 
 
Business models  
These emerged during the 1990s as a way of understanding and comparing the plethora of 
new business ideas that developed around the Internet. They identify the key components, 
underlying assumptions and their relationships in order to make comparisons and to 
identify ideas that were unique or particularly robust. In essence, business models show 
how a venture is going to be able to generate revenues and to make a profit from its 
operations. 
 
Cash flow forecast  
A financial statement that predicts the movement of cash into and out of an enterprise over 
a specified period (e.g. weekly, monthly or quarterly).  In the early phases of most new 
ventures, there is usually a negative cash flow. It is calculated by using the balance sheet 
and profit and loss statements together with predictions regarding significant variables. 
Such as, interest rates, creditor and debtor days, stock holding, planned purchases and sales 
forecasts. 
 
Clusters  
These are geographic concentrations of firms and other organizations (e.g. the clusters of 
high technology firms around places like Minneapolis, Cambridge and Munich).  New 
clusters can often be a focus for intensive entrepreneurial activity.  See also: ‘Spatial 
variations’ and ‘Temporal variations’. 
 
Creative destruction  
A term coined by Joseph Schumpeter to refer to the way that entrepreneurial activity can 
undermine and displace earlier business models.  It is sometimes contrasted with the more 
recent idea of ‘creative construction’, in which entrepreneurial activity facilitates knowledge 
spillovers, which open up new opportunities for existing (or ‘incumbent’) businesses. 
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Credit rationing  
This term refers to the imbalance between demand for finance by start-up ventures and 
what is made available by banks and other finance providers.  It has been seen as an 
example of a market failure, and may constrain entrepreneurial activity. 
 
Customer relationship management (CRM)  
This has emerged as a set of activities supported by technologies, which facilitate 
relationship marketing. CRM technologies support this important business process. 
 
Effectuation theory  
A new perspective on the way that entrepreneurs may behave as they attempt to create a 
new venture, or engage in other forms of entrepreneurial activity.  It suggests that rather 
than conducting an initial detailed analysis of the situation and select the best option, some 
entrepreneurs adopt more informal and improvised approaches.  A related concept called, 
‘bricolage’, has also been applied recently. 
 
Electronic communication platforms  
Platforms which support interactions between individuals and enterprises. New 
technologies, such as the Internet and 3G mobile networks, are constantly emerging and 
having an impact on markets and industries by creating opportunities. 
 
Enterprise culture  
This refers to a late 20th century political project or initiative designed to encourage an 
increase in independent entrepreneurial activity and a corresponding decrease in the role of 
the state in regulating and intervening in the economy.  Initially associated with neo-liberal 
governments in the UK and USA, the enterprise culture has since developed in many other 
countries around the world. 
 
Enterprise  
An alternative term for an organization or firm, which is engaged in economic activities for 
financial or social gain.  See also: ‘Social enterprise’ and ‘Small and medium-sized enterprise 
(SME)’. 
 
Enterprise policies  
A general term that describes a wide range of initiatives to promote and guide 
entrepreneurial activity.  These initiatives have been implemented by governments and 
public agencies at a local, national and international level.  They may be reinforce (or 
undermined) by other public policy initiatives (e.g. investments in higher education 
spending or changes to international trade regulations).  See also: ‘SME policies’ and 
‘Entrepreneurship policies’. 
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Entrepreneurial activity  
Enterprising human action in pursuit of the generation of economic and social value through 
the creation or expansion of economic activity, by identifying and exploiting new 
opportunities for new products, processes or markets, and by meeting outstanding social 
and environmental needs. 
 
Entrepreneurial characteristics or ‘traits’  
These comprise a number of psychological concepts that have been associated with a 
person’s entrepreneurial capabilities or potential (e.g. need for achievement, over-
optimism, risk-taking propensity, desire for autonomy).  Though still popular and widely 
used, the idea of defining characteristics has been challenged by more recent psychological 
and behavioural research.  See also: ‘Entrepreneurial cognition’ and ‘Entrepreneurial 
creativity’. 
 
Entrepreneurial cognition  
A research field that examines how people think, and the role that ways of thinking might 
play in entrepreneurial processes.  For example, one major theme asks why entrepreneurs 
appear to be more ‘alert’ to opportunities than other people.  See also: ‘Entrepreneurial 
creativity’ and ‘self-efficacy’. 
 
Entrepreneurial creativity  
This is largely associated with the capacity of entrepreneurs and others to generate or 
invent new business ideas, involving new products, processes, services or markets.  For 
many reasons the vast majority of these ideas are not developed beyond a conceptual 
stage. The attrition rate is very high but without creativity there is no innovation and 
without innovation there are no entrepreneurial opportunities.  See also: ‘Entrepreneurial 
cognition’. 
 
Entrepreneurial economy  
A term used to refer to a market-based economic system in which there is less reliance on 
the public sector and greater emphasis placed on entrepreneurial activity, which may 
involve both commercial and social enterprises.  The term is also used to refer to an 
economy with a thriving population of smaller entrepreneurial firms (i.e. the economy is not 
dominated by large corporations).  See also: ‘Enterprise culture’. 
 
Entrepreneurial learning  
This can take place in a variety of ways, including formal learning, learning from others and 
learning from your own experience, all of which can help to develop your entrepreneurial 
thinking and practice.  Learning cannot be reduced to a simple linear process (i.e. there is no 
‘recipe’ or series of predictable steps that you can reproduce in any situation).  Learning is 
not a one-off process but a continuous cycle, which accelerates as you begin to engage 
directly in entrepreneurial activity. 
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Entrepreneurial marketing  
This can be contrasted with ‘mainstream’ marketing techniques that were developed for 
larger and better-established organizations.  For example, in marketing a new venture, 
entrepreneurs tend to rely on more informal, personal and interactive approaches.  These 
can be used to address distinctive marketing challenges, including limited resources, lack of 
legitimacy and powerful competitors. 
 
Entrepreneurial networks  
These are created as individuals make use of their personal contacts (e.g. friends, relatives 
and former colleagues), in order to obtain resources for new ventures and other forms of 
entrepreneurial activity.  In common with other social networks, they are not based purely 
on economic exchange and rely on an accumulation of trust and goodwill (sometimes 
termed ‘social capital’). 
 
Entrepreneurial opportunities  
A particular type of opportunity, which could lead to the creation of self-sustaining 
ventures. The process is complex, and is closely related to creativity and innovation. They 
often arise because some people have access to potentially valuable concrete knowledge, 
which is not available to others. 
 
Entrepreneurial process  
A process which describes a sequence of activities from idea generation and opportunity 
recognition up to the point where an opportunity is exploited, or converted into a real 
venture. It is possible to distinguish the generation of new business ideas (i.e. creativity and 
innovation) from the recognition of opportunities with the potential for exploitation (i.e. 
evaluation and selection). However, in practice, there is usually a lot of interplay and 
iteration between these activities. 
 
Entrepreneurial teams 
These comprise, in the context of new venture creation, two or more people who are 
actively collaborating in the founding of a venture in which they have a direct financial 
and/or personal stake. Entrepreneurs rarely work in isolation, so if a new venture is to be 
successful, it is essential to consider both the composition of the founding entrepreneurial 
team, the role(s) that each team member is going to play, and how the team needs to 
develop once the venture begins to grow. In a wider context, they involve two or more 
people who are actively collaborating in entrepreneurial activity in any organization. 
 
Entrepreneurial thinking 
A mindset that is opportunity focused and draws on creative and innovative ideas to 
recognise and develop solutions as well as obtain the resources required to exploit or 
implement them. It is increasingly seen as a desirable skill in a wide range of organizations. 
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Entrepreneurs  
People who seek to generate economic and social value through the creation or expansion 
of economic activity, by identifying and exploiting opportunities for new products, 
processes, markets, and for meeting outstanding social and environmental needs. 
 
Entrepreneurship  
The phenomenon associated with entrepreneurial activity.  It involves a complex pattern of 
social interactions that extends beyond individual entrepreneurs to incorporate teams, 
organizations, networks and institutions. It is often associated with new venture creation 
but can occur throughout the life of an organization.  See also: ‘Intrapreneurship’. 
 
Entrepreneurship policies  
These usually involve promoting entrepreneurial activity over the longer term.  They may 
include initiatives designed to promote new start-up ventures (e.g. in biosciences or low 
carbon industries), and others designed to enhance the growth and economic performance 
of existing organizations.  See also: ‘Enterprise policies’ and ‘SME policies’. 
 
Equity or owner’s equity  
The difference between the total assets and total liabilities. The ownership equity includes 
the share capital and retained profit or loss.  In a new commercial venture, the founding 
directors are normally shareholders.  For potential investors, this shareholding may be seen 
as indicating the founders’ level of commitment to the venture. 
 
Evolutionary economics  
This is primarily concerned with the ways that economic systems change over time through 
the processes of selection, retention and variation (or creativity).  Entrepreneurs influence 
the process in various ways, creating what Joseph Schumpeter termed, ‘new combinations’. 
 
Extended enterprise  
This recognizes that for many new ventures interaction with external organizations is at the 
core of their activities. The ability to develop, facilitate and manage these interactions is a 
critical ability. These entrepreneurial and commercial networks are often enabled by 
electronic communications platforms. 
 
Flotation  
The offering of shares on a public trading platform, such as the Alternative Investment 
Market (AIM) or NASDAQ. It involves an initial public listing (IPO), which results in increase 
investment and a subsequent opportunity for shareholders to trade shares for personal 
gain. 
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Founders, family and friends (3Fs)  
The initial funders of new ventures who and play a vital but often unrecognized part in new 
venture creation. This initial investment is often supported by burrowing, which might be 
secure on a property or by a personal guarantee. 3Fs can also refer to ‘family, friends and 
fools’! 
 
Historical research on entrepreneurship  
Examines the causes and consequences of entrepreneurial activity over extended periods.  
It ranges from biographies and organizational histories to studies that examine the rise and 
fall of particular industries and regions.  See also: ‘Temporal variations’. 
 
Industries (or industrial sectors)  
These are made up of individual organizations and inter-organizational networks that supply 
particular categories of products or services to customers, usually in competition with 
others.  The terminology of industries and industry sectors normally refers to commercial 
enterprises, but can also be applied to social enterprises. Many of these organizations also 
operate in competition, and sometimes in collaboration, with public and private sector 
counterparts. 
 
Innovation  
A process that takes various forms.  For example, it may involve the introduction of new 
products, services, processes, markets, ways of working, or wider social practices (i.e. ‘social 
innovation’).  There is a close connection between innovation and entrepreneurial activity 
(e.g. entrepreneurs may be involved in promoting a technological innovation and in 
exploiting new opportunities that the technology creates). 
 
Inter-disciplinary research  
Refers to new approaches and concepts that have emerged from earlier disciplines (n.b. 
sometimes termed ‘neo-disciplinary’ or ‘trans-disciplinary’ research).  Some of the newer 
approaches to entrepreneurship would fit this description. 
 
Intrapreneurship  
A term used to refer to entrepreneurial initiatives that take place within larger and more 
established organizations in the private, public and voluntary sectors. These activities are 
also be described as, ‘corporate entrepreneurship’. 
 
Key performance indicators (KPIs)  
These are based on critical information and produced in addition to the normal financial 
statements. They can give an indication of how well (or not) an organization is performing. 
Typically these indicators have been identified by the organization as being particularly 
important in achieving some short-term or long-term organizational goals. 
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Knowledge spillover  
An economic term describing the way that new ideas and innovations created by scientists 
and other technical specialists becomes more widely available, creating new opportunities 
for entrepreneurs (n.b. economists also use the broader term ‘positive externality’ to 
describe this kind of outcome). 
 
Market segmentation  
A technique of grouping customers that are sufficiently similar yet different to be 
characterized homogeneously. These segments need to be accessible and large enough to 
be profitable. Entrepreneurial marketing tends to recognise the importance of customer 
needs rather than simply their characteristics. 
 
Marketing mix  
A traditional and popular framework that can be used to consider the market positioning of 
products and services.  Originally consisting of four elements (4Ps): (1) Product; (2) Price; (3) 
Place; (4) Promotion it has expended into 7Ps to include: (5) People, (6) Processes; (7) 
Physical evidence. 
 
Markets  
These are made up of customers and potential customers, which are sometimes divided up 
into segments, comprising product and customers that share common characteristics. 
Marketers often distinguish between ‘business to consumer’ (B2C) and ‘business to 
business’ (B2B) markets. 
 
Multi-disciplinary research  
Draws on two or more academic disciplines (e.g. economics, geography and sociology).  
Such approaches are often adopted to study aspects of entrepreneurship. 
 
Multi-level research studies  
These type of studies involve more than one level of analysis (e.g. entrepreneurial 
individuals, teams and organizations).  Entrepreneurship researchers have often been 
encouraged to adopt these approaches. 
 
Neo-Austrian economics  
A type of economics which challenged the assumptions of earlier neo-classical economists 
and emphasized the distinctive economic function performed by entrepreneurs.  In doing 
so, they also drew attention to the ‘practical knowledge’ of entrepreneurs. 
 
Neo-classical economics  
This type of economics became highly influential from the late 19th century and tended to 
exclude the entrepreneur from economic analysis, despite some important exceptions.  It 
can be contrasted with Neo-Austrian economics and Evolutionary economics. 
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New growth theory  
An economic theory developed in the late 20th century.  It recognises the important role 
played by technological innovation and associated ‘knowledge spillovers’ in promoting 
economic growth (n.b. sometimes termed ‘endogenous growth theory’) 
 
Opportunity business models  
A technique that can help to understand the dimensions and drivers for a business idea in 
order to decide whether there is a genuine entrepreneurial opportunity that can be 
exploited. It is a way of shaping a vision, like drafting a traditional business plan or 
entrepreneurs expressing their ‘gut feeling’. It describes both the key dimensions 
(Proposition, People, Place, Process, Profit) and the key drivers (Societal, Commercial, Legal, 
Technological) that enable and underpin new entrepreneurial opportunities. 
 
Practical knowledge 
This refers to the kind of specialized local knowledge that an entrepreneur might use on a 
day-to-day basis in order to secure a profit (n.b. sometimes termed ‘local’ or ‘concrete’ 
knowledge).  It can be contrasted with ‘scientific knowledge’. 
 
Profit and loss statement (P&L)  
Indicates the relationship between sales (revenue or turnover), cost of sales, gross profit, 
operating expenses, interest, tax and net profit for a specific period (i.e. per month, quarter 
or year). This is vital management information for directors, shareholders and staff and 
needs to be produced in a timely nature. In other words, quickly enough after a period end 
so that decisions can be taken to maintain or improve the trading position. 
 
Scientific knowledge  
A term coined by Friedrich von Hayek, refers to the kind of knowledge used by academic 
researchers, including economists.  It can be contrasted with the ‘practical knowledge’. 
 
Self-efficacy  
Refers to a person’s belief in their own capacity to achieve a specific performance (e.g. 
setting up a new venture), and is thought to be an important influence on behaviour.  An 
entrepreneur’s perception of self-efficacy may differ depending on circumstances, and can 
also vary over time.  See also: ‘Entrepreneurial characteristics’ and ‘Entrepreneurial 
cognition’. 
 
Small and medium-sized enterprises (SMEs)  
Types of enterprises, which in the European Union, are defined as firms that have less than 
250 employees, annual turnover of less than €50 million or total assets less than €43 million, 
and is not more than 25% owned by a corporation.  Simpler definitions refer to firms 
employing less than 250 people.  In the EU, small enterprises have less than 50 employees 
and micro-enterprises less than 10.  These definitions vary around the world (e.g. in the 
United States, small to medium-sized businesses (SMBs) employ less than 500 people and 
small businesses less than 100). 



Blundel and Lockett, Exploring Entrepreneurship (OUP, 2010)  

 
 

 

Page | 9  

 H i g h e r   E d u c a t i o n
© Oxford University Press, 2010. All rights reserved. 

 

SME policies  
These are usually concerned with improving the short- to medium-term performance of 
existing firms in this size category.  They may focus on particular sectors (e.g. tourism, house 
building), and are likely to involve initiatives such as: simplifying regulations, reducing taxes, 
providing information or offering training schemes.  See also: ‘Enterprise policies’ and 
‘Entrepreneurship policies’. 
 
Social enterprises  
Trading organizations that primarily serve a social purpose.  They can take a variety of legal 
forms, including co-operative, a limited company and a community interest company. Many 
‘for profit’ enterprises and entrepreneurs may also provide social gains but this is normally a 
secondary purpose. 
 
Spatial variations  
These refer to differences in the quantity and type of entrepreneurial activity found in 
different geographical locations.  These differences can be identified at various levels (e.g. 
between regions within a country and between different countries).  See also: ‘Clusters’ and 
‘Temporal variations’. 
 
Temporal variations  
These refer to changes in the quantity and type of entrepreneurial activity taking place over 
time.  For example, researchers have shown similar patterns in the birth of new industries, 
with many new entrants in the early years, followed by consolidation.  It is also possible to 
identify variations in the life of a particular organization or individual. 
 
Venture capitalists  
These are a source of private equity capital but they usually manage larger funds than 
syndicates of business angels. They are also more likely to look for an exit through an initial 
public listing (IPO) or trade sale to a larger company. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  


