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Abstract
Opportunities are the core of entrepreneurial process. By identifying, evaluating and exploiting lucrative opportunities,
not only do entrepreneurs make profits for themselves, they also propel their societies to prosperity. In order to exploit
opportunities, entrepreneurs need to make various decisions based on their evaluation of opportunities as well as their
own capabilities. Most of the time, theses decision are made under reverse circumstances rife with uncertainty,
ambiguity, lack of needed resources as well as high time pressure. Thus, it seems reasonable to hypothesize that
entrepreneurs’ decisions to exploit opportunities are prone to decision making biases. In order to test this hypothesis,
this paper conducted a qualitative content analysis approach by interviewing 17 Iranian entrepreneurs. According to our
findings, overconfidence, escalation of commitment, planning fallacy and illusion of control are the common decision
making biases in entrepreneurs’ decisions to exploit opportunities.
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1. Introduction
Decision making is of grave necessity for entrepreneurs in order to launch and manage their businesses. Given the specific
circumstances under which entrepreneurs act, entrepreneurs’ decisions are sometimes irrational. Rational decision
making need sufficient information as well as enough time and staff to process and analyze them. Because the
environments of entrepreneurs’ activities are most of the time rife with uncertainty and ambiguity, this process does not
happen for entrepreneurs, particularly in the initial phases of their businesses (Frese et al, 2000). Lack of adequate data
and sufficient staff as well as uncertain environment lead to entrepreneurs being prone to decision making biases,
especially in the initial phases of their enterprises. Shefrin (2007) defined biased decisions as decisions made under the
influence of an opinion or a belief. The bulk of literature on entrepreneurial decision making biases indicates that these
biases are so common in various aspects of entrepreneurial decisions. Because of their specific cognitive characteristics
Baron (1998), entrepreneurs, especially the ones in small businesses make (strategic) decisions rife with biases (Busenitz
& Barney, 1997). Decision making biases are considered as one vital element of entrepreneurial decision making research
map (Shepherd, Williams and Patzelt, 2014). One of the most important decisions made by entrepreneurs is the decision
to exploit opportunities. Entrepreneurs need to make decisions about whether or not to exploit opportunities. Given the
sensitivity and importance of entrepreneurs’ decision to exploit opportunities, this process has been studied by lots of
scholars (Choi and Shepherd, 2004; Haynie, Shepherd and McMullen, 2009). By studying the bulk of research on this
topic, one concludes that the main concentration has been on the resources of the firms and their influence on
entrepreneurial decisions to exploit opportunities. In other words, resource- based view has been the dominant approach
to analyze entrepreneurial decisions to exploit opportunities, thus, the role of subjective factors, especially biases in this
period has been neglected. This negligence is important because on one hand it generates a crucial gap in the field of
entrepreneurship and on the other hand, deprives us of possible, precious practical implications regarding entrepreneurial
decisions to exploit opportunities. Trying to fill this gap, we conducted a qualitative content analysis approach to identify
decision making biases in entrepreneurial opportunity exploitation. In the following sections, we present literature review,
research method, our findings and implications for future researches.
2. Literature review
2.1 Entrepreneurial Opportunity Exploitation Decisions
The decision to exploit opportunities is a very important decision for entrepreneurs. This decision usually comes after
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entrepreneurs’ evaluation of their resources as well as the profitability of the opportunity. Various studies have
researched the factors influencing entrepreneurs’ decisions to exploit opportunities. For example, Haynie et al (2009)
conclude that exploitation decisions come after a process of cognitive, future-oriented resource evaluation. In an
important study, Choi and Shepherd (2004) studied main factors influencing entrepreneurs’ decision to exploit
opportunities. According to their findings, entrepreneurs are more likely to exploit opportunities when they have
necessary knowledge of customer demand as well as enabling technologies, managerial capabilities and stakeholder
support. Access to financial capital (Blanchflower, Oswald, and Stutzer, 2001), access to human capital, especially
education and experience (Dimov and Shepherd, 2005) have also been mentioned as the main factors influencing
entrepreneurs’ decisions to exploit opportunities. In general, most scholars have focused on the importance of resources
at disposal and the role of other important factors, especially decision making biases have been largely neglected.
2.2 Decision Making Biases
Decision biases are determining factors in entrepreneurial decisions. Entrepreneurs are more biased in their decisions than
nonentrepreneurs (Shepherd et al, 2014, p.20). Various factors have been identified as the main causes of these biases.
Extensive application of heuristics (Manimala, 1992), uncertainty and complexity (Busenitz and Barney, 1997), a
combination of individual and organizational factors (Forbes, 2005) as well as specific entrepreneurial cognitive
characteristics (Baron, 1998) and a lot of other factors contribute to the formation of these biases. Because of their direct
impact on entrepreneurs’ decisions, Decision biases have impressive influences on the success or failure of
entrepreneurial decisions. For example, biases make entrepreneurs interpret equivocal situations as being more favorable
(Palich and Bagby, 1995), lead unprepared entries and subsequent failure (Camerer and Lovallo, 1999) and cause
entrepreneurs to underestimate risk in their venture-related decisions (Simon, Houghton and Aquino, 2003). In general,
the literature on entrepreneurial decision making biases has mostly concentrated on proving the existence of these biases
in entrepreneurial decisions as well as finding out their roots, determinants, and subsequent impacts.
3. Method
We developed qualitative content analysis approach. This method involves establishing categories and then counting the
number of instances when those categories are used in a particular item of text so it allows replicable and valid inferences
from data to their context (Robson, 1997; Silverman, 1997).
The data used in this study came from interviews with Iranian’s entrepreneurs. A purposeful sample approach adapted
used for data collection. The sampling method was intentional and the sample size was limited by data gathering
(Eisenhardt, 1989, p.545; Marshall, 1996; Creswell, 2005, p405).
We adapted in-depth interviews and we used more questions so as to gather depth information from the interviewees.
Then Data transcripts in order to reveal or model people’s information related behaviors and thoughts. We generated an
initial list of coding categories from the previous studies, and modify it within the course of the analysis as new categories
emerge inductively (Miles & Huberman, 1994).
Qualitative content analysis allows us to assign a unit of text to more than one category simultaneously (Tesch, 1990).
Even so, the categories in our coding scheme should be defined in a way that they are internally as homogeneous as
possible and externally as heterogeneous as possible (Lincoln & Guba, 1985). Coding sample text, checking coding
consistency, and revising coding rules are iterative processes that were continued until sufficient coding consistency was
achieved (Weber, 1990).When sufficient consistency was achieved, the coding rules were applied to the entire corpus of
text.
Instead of producing counts and statistical significance, Qualitative content analysis uncovers patterns, categories and
themes from social reality. So reporting research findings from qualitative content analysis is important and we used
typical quotations to justify conclusions (Schilling, 2006).
Shapiro & Markoff (1997) asserted that content analysis itself is only valid and meaningful to the extent that the results
are related to other measures but in content analysis approach we need to demonstrate the reliability of the instruments and
the reliability of the data collected to allow replicable inferences to be drawn from data derived from content analysis.
Some strategies were implemented for addressing Validity and reliability of our study. For Reliability, We used multiple
coders and the finding show that the discrepancies between the coders were minimal. We also selected disclosure
categories from well-grounded relevant literature, and clearly deified them (Milne and Adler, 1999; Guthrie et al., 2003).
For addressing Validity of the study we reviewed relevant documents and studies about our topic to provide triangulation
of thematic analysis. An external audit was implemented where the overall research process and analysis was audited by a
third party expert researcher (Creswell, 2005; Weerawardena, and Mort, 2006).
4. Results
We continued interviews until after 17 interviews we reached saturation. Table 1 shows demographic characteristics of our sample.
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Table 1. Demographic characteristics
Gender

Male
Female

No.
15
2

Percentage
88.2
11.8

Age

<30
30-44
>45

4
11
2

23.6
64.6
11.8

Educational Level

Bachelor degree
Master degree
PhD

5
2

58.8
29.4
11.8

IT
Agriculture
Food
Chemicals

5
3
5
4

29.4
17.6
29.4
23.6

Industry

10

After the interview were transcribed, we read them and Codes were extracted without the interference of our assumptions.
Then in axial coding stage the codes identified in open coding stage were compared and similar categories were merged
and finally 4 categories were identified in selective coding. Table 2 shows these four decision making biases in
entrepreneurial opportunity exploitation decisions.
Table 2. Decision making biases leading to entrepreneurial opportunity exploitation decisions
Factor
Overconfidence
escalation of commitment
Planning fallacy
Illusion of control

Frequency
14
11
10
11

Percent
82.3%
64.7%
58.8%
64.7%

Category 1: Overconfidence
Overconfidence was a bias identified in our study leading to exploitation decision. For example one of the interviewees
said: “My judgment and personal knowledge about market helped me to understand the potential of the opportunity and I
decided to pursuit it.”
Overconfidence was introduced as the miscalibration of accuracy in clinical psychologists’ judgments (Oaskamp, 1965).
From then on, overconfidence has been widely studied and recognized as one of the most common decision making biases
in individuals. Bazerman (1994) was one of the first to study overconfidence in the field of organizations and businesses.
He defined overconfidence as “the tendency of individuals to overestimate the correctness of their initial estimations in
answering average to difficult questions”. In the field of entrepreneurship, overconfidence is by far the most-researched as
well as the most-common decision making bias among entrepreneurs. Scholars in the field of entrepreneurship have
focused on the factors influencing overconfidence and its subsequent effects on entrepreneurial decisions. For example,
Cooper, Woo and Dunkelberg (1988) identified overconfidence as the main factor behind entrepreneurs’ unprepared
entries. This was corroborated by Koellinger, Minniti and Schade (2007), who, after dividing overconfidence into three
categories of overestimating one’s judgment, inaccuracy in judging one’s predictions and overestimation of one’s skills,
concluded that overconfidence is the main driver of entrepreneurial entry decisions. Apart from this, Rietveld et al (2013)
concluded that entrepreneurs are generally more overconfident than others. Regarding the main roots of overconfidence,
Forbes (2005) did a comprehensive study to identify the main factors influencing overconfidence in entrepreneurs and
came to the conclusion that that the younger entrepreneurs, the entrepreneurs managing smaller enterprises and also
entrepreneurs higher in self-efficacy the ones having founded their businesses by themselves are more overconfident than
others. in general, overconfidence is the most common decision making bias in entrepreneurs.
Category 2: escalation of commitment
Escalation of commitment was another bias identified in our sample leading to exploitation decision. For example one of
our interviewees commented: “… In this process, I rely on my team as well as influential networks in my business. Thus,
when I decided to concentrate on that opportunity, I hardly changed my decisions, because it will definitely tarnish my
reputation”.
Allocation of various resources to the courses of actions that don't seem to have any chance of success, especially after
getting corroborating feedbacks, has been defined as escalation of commitment to a course of action (Staw and Ross,
1987). This bias is so common among entrepreneurs, mostly because of the emotional attachment entrepreneurs have with
their ventures. Escalation of commitment is a specific cognitive characteristic of entrepreneurs which is caused by a
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combination of sociological and psychological factors (Baron, 1998, pp.287-287). Feeling personal responsibility for
initial decision, reluctance and avoidance to make the cognitive efforts all over again, worrying about loss of face among
others (most importantly stakeholders) and last but not least the desire to justify one's initial decisions are the main factors
affecting escalation of commitment in entrepreneurs (Staw and Ross 1987; Bobocel and Meyer 1994). Regarding
decisions to exploit opportunities, it seems probable that once the entrepreneurs make the decision to exploit, they put all
their efforts behind their decision and are reluctant to change it.
Category 3: planning fallacy
Planning fallacy was another bias identified in our study leading to exploitation decisions. For example one of our
entrepreneurs observed: “because we face tremendous competition in our industry, we need to make rapid decisions based
on various predictions. These predictions are most of the time optimistic, otherwise, there is no chance of fulfilling our
projects properly. I personally tend to ignore past failures and be future- oriented…”.
Choosing strategies and planning without evaluating one’s weaknesses and strengths and assessing the situation leads to
planning fallacy, one of the most common decision making biases among entrepreneurs (Kahneman and Lovallo, 1993).
Because entrepreneurs are forward looking and inclined to ignore relevant past experiences by concentrating on the future
as unique events, they fall prone to planning fallacy. On the other hand, entrepreneurs tend to attribute positive results to
their own skills and ascribe negative outcomes to factors beyond their controls, therefore, becoming more susceptible to
planning fallacy (Baron, 1998.pp 286-287). Planning fallacy could play important roles in entrepreneurial opportunity
exploitation decisions by making entrepreneurs overestimate their abilities or underestimate the effects of various
impediments.
Category 4: illusion of control
Illusion of control was another bias identified in the interviewees leading to exploitation decision. For example one of the
interviewees said: “our business environment is so chaotic and unpredictable that we need to make flexible decisions that
could be changed and revised in order to cope with environmental instability. Regarding the decisions to exploit my
opportunity, I assumed that my abilities and my firm’s expertise and resources could overcome unpredictable
environmental changes. Therefore, I presume that I can control the environment in the future. And exploit the desired
opportunity”.
When individuals consider that they have control over situations beyond their control, especially situations that chance
and other factors play crucial roles, they are susceptible to illusion of control (Shefrin, 2007). Illusion of control is a very
important facto causing managerial optimistic predictions (Duhaime and Schwenk. 1985). By causing entrepreneurs to
underestimate the risks regarding new venture creation decisions, illusion of control (Simon, Houghton and Aquino,
2000), illusion of control plays important roles in entrepreneurs’ decisions, too.
5. Discussion and Implication for Future Studies
Coming to the conclusion that decision making biases play substantial roles in the process of entrepreneurs’ opportunity
exploitation, this paper conducted a qualitative content analysis approach to study and scrutinize this topic. According
to our findings, overconfidence, escalation of commitment, planning fallacy and illusion of control are the decision
making biases in the process of entrepreneurs’ opportunity exploitation decisions. This paper corroborated this
hypothesis that entrepreneurs are prone to decision making biases. Also, some well-known and well-researched biases
which have been studied in other phases of entrepreneurship-related processes proved to be influential in opportunity
exploitation decisions, too.
In the followings we render some useful implications for future researches.


Because this paper was the first to study entrepreneurial decision making biases in the process of opportunity
exploitation by conducting a qualitative research method, it is suggested that future researches also use
quantitative research methods to study the matter, too.



Though the main concentration of this paper was studying biases in opportunity exploitation phase, we
emphasize the importance of opportunity evaluation as a very important phase before the final decision whether
or not to exploit. Thus, we suggest that future papers study the factors influencing opportunity evaluations by
entrepreneurs.



Biases may have major effects in the process of opportunity exploitation. These effects and consequences could
be studied in the future. For example, overconfidence could be fatal for entrepreneurs by making them
overestimate their resources to exploit opportunities and therefore lead to their failure. This paper’s main
concern was to identify the biases in the process of entrepreneurs’ opportunity exploitation decisions. Future
papers better study the effects of these biases on entrepreneurial decisions.
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Given the fact that entrepreneurs need to make many of their important decisions with little information as well
as scanty data, thus relying on heuristics (cognitive short-cuts) so as to make decisions, and by considering the
established fact that there is a strong interconnection between heuristics and biases, we suggest that future papers
not only study the influence of heuristics in various phases of entrepreneurial opportunity-related activities, but
also the interconnections of heuristics and biases in the process of opportunity expl



Though the study of interconnections between the biases as well as their influences on each other was not the
goal of this paper, some cues indicated that the biases may influence the genesis of each other. For example,
escalation of commitment could be influenced by overconfidence. These alleged relationships better be studied
in future papers.
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