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1. Introduction 

What should the domain of entrepreneurship studies include? Though 
many scholars of entrepreneurship have cautioned and even argued strongly 
against limiting the focus of research to the entrepreneur (Gartner, 1988; Low 
and MacMillan, 1988), the last two decades have nonetheless seen an 
increased focus on the individual and that individual's recognition of 
opportunities in the study of entrepreneurship (Venkataraman, 1997). While 
many of these articles have been fruitful to increasing our understanding of 
the challenges entrepreneurs face, numerous important topics, particularly 
those with more relevance to scholarship and theory than to the practice of 
entrepreneurship, have been left underdeveloped. For example, less research 
has focused on the importance of the macroeconomic environment to firm 
founding, on social and kinship ties as sources of entrepreneurial activity, and 
the interaction between institutions and entrepreneurship. 

In the second volume of the handbook, we strive to increase 
awareness and stimulate research on these topics in the literature on 
entrepreneurship. We do so by drawing attention to the relevant research in 
the disciplines of economics and sociology. This volume of the handbook 
hopes to begin to bridge the gap between the research in entrepreneurship and 
the core disciplines by introducing three views of entrepreneurship from 
disciplinary perspectives. In particular, the chapters in this volume focus on 
entrepreneurship as it is informed by research in the economic theories of the 
firm, labor economics, and sociology. As such, the second volume of the 
handbook is intended to complement and build on the first volume by 
focusing on a select set of issues and examining them in an in-depth manner. 
Thus, while we continue in the tradition established in the first volume, that of 
drawing from the rich disciplinary perspectives, we abstract away from topics 
that have received much attention in the first volume (and in other 
entrepreneurship related collections (e.g. small business economics, 
psychological and other traits of entrepreneurs) to avoid redundancy. Instead, 
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we hope that the chapters in the second volume inform entrepreneurship 
researchers of new and fruitful avenues to benefit from work that may not 
have received as much prominent attention as have other areas. 

ENTREPRENEURIAL ECONOMICS 

The first of the three views in this handbook re-introduces economic 
theories of the firm back into entrepreneurship in a manner suggested by 
Casson (2003) in the first edition of the handbook. Much of this work has its 
origins in the classics that we are familiar with today such as Schumpeter 
(1934), Knight (1921), Hayek (1937). Casson suggests that economic 
theories of entrepreneurship are closely related to modem theories of the firm 
such as transactions cost economics and the resource-based theory of the firm. 
In this handbook, we refer to this focus as "entrepreneurial economics". 

Entrepreneurial economics uses modern theories of the firm to 
understand entrepreneurship. These modem theories differ from those offered 
in the past in that they relax many of the old neo-classical assumptions that 
made it difficult to apply neo-classical economics to the study of 
entrepreneurship. In particular, these theories typically relax the assumptions 
of perfect information, autonomy of preferences and costless optimization. 
Relaxing these assumptions enables economic theory to incorporate the 
entrepreneur as a decision-maker under conditions of uncertainty. It is these 
conditions of uncertainty that provide boundary conditions that have not been 
explored in our modem theories of the firm. Relaxing certain assumptions in 
neo-classic economic theory gives today's entrepreneurship scholar 
intellectual access to the classic writings on entrepreneurship by the great 
writers of the past, such as Schumpeter (1934), Cantillon (1755), Knight 
(1921), and Hayek (1937). 

The first chapter in this section (Chapter 2) reprints a paper by 
Rumelt, "Theory, Strategy, and Entrepreneurship." Though an early attempt 
to think about entrepreneurship and the theory of the firm, "Theory, Strategy, 
and Entrepreneurship" links to the theory of the firm by beginning to use the 
definition of entrepreneurship as "the creation of new businesses." This piece 
raises many questions, such as how are uncertainty, entrepreneurial rents, and 
the creation of new ventures in order to innovate and capture these 
entrepreneurial rents related? Hence, it represents an early attempt to 
understand the role of uncertainty, entrepreneurial rents and firm creation, and 
lays the ground for future fruitful development of these topics. 

The second paper in this section (Chapter 3) by Mahoney and 
Michael, "A Subjectivist Theory of Entrepreneurship" is grounded in the 
resource-based theory of the firm and positions entrepreneurial decision- 
making at the center of the entrepreneurial firm. This work harkens back to 


