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Abstract This article observes and studies the role and effect of entrepreneurship
within the theoretical framework of resource-based view (RBV). It advances
competitive advantage theory based on entrepreneurship by proving the
distinctiveness of entrepreneurship. Distinctive cognition competence of
entrepreneurs provides them with personal specific assets, which determines both
the competence to explore new business opportunities and the competence to
integrate resources for risk activities. The characteristics of such intangible resource
as entreprencurship, such as its distinctiveness, limitedness of competition, and
incomplete mobility of factors, are the most important sources of competitive
advantage of enterprises in the strategic management theory of RBV.
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1 Introduction

Resource-based view (RBV) has become the dominant research paradigm of the
corporate strategic management theory since the 1990s. The core of this theory is to
analyze with the category of resource how enterprises with a certain kind of resource
can improve achievements in dynamic competition. It explains with clear and
definite management terms why some companies gain more profits than their
competitors, how to apply the idea of core competence to practice, how to develop a
feasible strategy for venture activities, etc.
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As to the RBV technique, the most important questions are how to define
resource, how to understand the connotation of resource, and how to formulate a
strategy accordingly. It is well known that it is relatively easy to recognize and
discern tangible resources such as cable TV networks, exclusive lands, the
monopoly of some kind of input, etc. It is rather difficult to recognize and discern
intangible resources. One could enumerate intangible resources such as brand,
reputation, institutional mechanism, technical knowledge, franchise, and
organizational capital, referring in particular to human capital embodied in the
knowledge and skills related to specific enterprises, which are possessed by
employees. However, features of such special intangible resources and capacity as
entrepreneurship, its role and effect in the analytical framework of RBV, and its
relation with strategic management theory were not only overlooked by the early
RBYV technique but also are actually incomprehensible parts of the present RBV
technique.

The significance of the question lies in that entrepreneurship is the most
important intangible resource in the analytical framework of RBV. It is the bridge
that is built between two strategic management schools-resource-based and
action-based competitive theory (Liu zhibiao & Jiang Fuxiu, 2003). Judged by
practice, entrepreneurship is the most important microcosmic dynamic to promote
technology innovation and the long-term economic growth of a country. Therefore,
if the RBV technique is unable to expound clearly the properties of such distinctive
resource as entrepreneurship, it will be hard not only to find the resource with real
potential value in the intangible assets of enterprises but also to understand the
dominant position and positive effect of entrepreneurship in the operation and
development of an economy. The application value of the RBV theory will be
discounted greatly in such cases.

The main purpose of this article is to deepen the cognition of strategic
management theory through introducing entrepreneurial recognition as the core
concept in the entrepreneurship within the analytical framework of RBV. Due to
space limitations, I only researched the action characteristics and the process of
entrepreneurship in the abstract. I will not discuss the specific case and
representation of the full play of entrepreneurship in the main part of the article. 1
define entreprencurial recognition as the belief held by entrepreneurs in the process
of decision and as a way of deduction of their thought and hold that the cognition
competence of entrepreneurs and their behavior of business opportunity exploration
are the most important resources. This article focuses on three central categories:
distinctiveness of resources, limitedness of competition, and incomplete mobility of
factors (Peteraf, 1993). Under the analytical framework of RBYV, one not only
deepens the cognition of the properties of such special resource as entrepreneurship
but also expands further the application boundary of RBV theory through observing
and studying the connotation of entreprencurship, which is defined as cognition and
utilization of opportunities, whose functions are to seek and acquire entrepreneur
rent and to launch a new pioneering enterprise.
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2 Entrepreneurship: distinctiveness as an important resource

As the most important intangible resource in the development of economy,
distinctiveness of entrepreneurship is revealed in that, when one economic subject
possesses a crucial insight in the potential value of one opportunity while other
subjects do not, the former can take the lead in cognizing, discovering, and
exploring unused opportunity and adopt timely commercialized action. If the
judgment of this economic subject is correct, he could acquire entrepreneur rent; if it
is not correct, he would suffer a loss. Therefore, I hold that distinctiveness of
entrepreneurship is revealed in the behavior of cognizing, discovering, exploring,
and pursuing risk activities, which is the competence to coordinate all kinds of
professional knowledge of an enterprise. Accordingly, one could fully recognize the
distinctiveness of entrepreneurship from aspects of entrepreneur cognition
competence, entrepreneur competence, to utilize market opportunity, and
entrepreneur competence to coordinate knowledge.

2.1 Distinctiveness of entrepreneur cognition competence

After a new pioneering idea is successfully developed into a profit-making model by
an entrepreneur, some people often ask why they could not call the idea to their
mind first. There also some people saying that they have considered the idea but do
not attempt to commercialize it. Under these two circumstances, questions left
behind are the following: why are pioneering ideas realized and developed into
commercial concept by people possessing entreprencurship first, but not by
outsiders? In real economic activities, how exactly do these people think and make
decisions? What is the essential difference between their cognition technique and
that of a nonentrepreneur such as higher managers in big enterprises?

It is proposed that all these first rest with the distinctiveness of the thinking
paradigm or the technique of entreprencurs. The distinctiveness of the thinking
paradigm provides entrepreneurs with distinctive competitive advantage.
Specifically, it is mainly revealed in the following paragraphs.

First, what entrepreneurs utilize in the process of decision is heuristics-based
logic and not reality-based logic. In recent years, research on strategic management
theory shows that, as regards how one thinks, the frequency of the entrepreneurs’ use
of heuristics to make decisions is much greater than that of a manager’s in big
organizations in control groups (Baron, 1998). When making strategic decisions
under the complex environment of incomplete and uncertain information,
entrepreneurs use heuristics to simplify the decision process, which is a remarkable
leap in the thought of the entrepreneur, thus producing various kinds of innovative
achievements. The difference from manager cognition technique lies in that the latter
often makes use of a programming plan to make decisions. They make use of a tight
budget to test and verify the feasibility of future development, which utilizes a more
systematic kind of decision. Generally speaking, managerial cognition entails
reality-based logic, while an entrepreneurial mode of thinking is not linear, not
necessarily based on practical logic but on limited or critical experience and belief
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basis. If one could not realize are the particularity of the cognition process of
entrepreneurs, there would be great limitations on one’s knowledge and
understanding of entrepreneurs.

Second, under a complex commercial environment, the effectiveness of decision
based on heuristics is very significant. What entrepreneurs often face during the
process of pursuing a new risky undertaking is instinct and uncertain environment.
Now, they can integrate limited information depending on heuristics and make
timely and strong decisions. It is proven by practice that it is the only technique to
grasp market opportunities. During the pursuit of new commercial opportunities,
market development seldom evolves in a definite and logical way. If one adopts
reality-based logic more to decision making, it often confuses the policymaker as to
which course to take. Even if it is possible, it will expend much more decision costs
on decision making, and the decision process an entrepreneur is facing would
become more complicated. Heuristics-based logic is able to allow entrepreneurs to
make timely decisions before the windows of opportunities close; otherwise, various
elaborately designed tactics, programmed operation, and more structural
mechanisms of manager-type cognition would become obstacles in the process of
innovation activities.

Third, entrepreneurs use heuristics to complete the understanding, explaining, and
discerning of new chances to clear the fuzziness of market opportunities, which
involves a high-level kind of learning and relearning mechanism. There are some
important connections between efficiency of learning mechanism and way of
deduction. Low-level learning mechanism tends to deduce along a more rational
path, and a rational path mainly comes from repetitive observations and
conventional study. This kind of study mechanism characterizes single circulation,
and specific tactics and values obtained seldom change.' Not only will study speed
be slow, it will also be easy to imitate. The reason lies in that decision process is
usually built on the basis of repeating the experience of other people’s past success
or failure. High-level learning mechanism involves the utilization of heuristics by
entrepreneurs. This kind of learning mechanism is inclined to create new insights
and to point out flexible directions for solving complex problems. When there is less
and inaccurate information for decision making, heuristics-based decision logic
needs to bring the entrepreneurs’ comprehensive knowledge, which has accumulated
in the past, into play to carry on multicirculation learning and relearning to make
rapid adjustment on new, changing, and complicated circumstances. This will entail
a fairly high and huge risk for entrepreneurs.

In general, the heuristics technique could not only allow people to make decisions
more quickly but also accelerate the study speed and change the existing study
pattern. Entrepreneurial cognition mechanism could at least easily gain potential

! Single circulation learning refers to the learning of establishing learning objective in advance, measuring and

examining the actual effect in the behavior principle, policy, and standard of the organization, and comparing
with the objective. If deviation occurs, timely adjustment is needed. Dual circulation learning must not only
correct and improve the deviation and mistake that occurred in the learning process but also revise and challenge
the suitability of the objective that was established in advance. Relearning or multicirculation learning refers to
the study pattern, querying the learning behavior itself, and changing the learning activity radically. This is a
reflection of a kind of high-level entrepreneurship, which gives prominence to the importance of the effect of
entrepreneurial innovation.
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competitive advantages in two aspects. The first is the discovery of new
opportunities: because what they adhere to is the methodology of thinking and
looking ahead as well as carrying on a quick study and explaining innovation that
does not rigidly adhere to the traditional study pattern, they could perceive a lot of
new opportunities. The second is to make an entrepreneur realize more quickly the
uncertain and complicated situation in the process of the development of new
enterprises. It could be resolved smoothly through making extensive permutation
and combination on internal irregular phenomena and on various complex problems
of the economic system.

2.2 Distinctiveness of entrepreneur discovery competence

Under the circumstances of rapid changing environment, those entrepreneurial-
cognition-oriented people can often find new commercial opportunities, while those
who avert from risks are generally always inclined to seek self-protection from
newly emerged threats and changes. The cognition competence to adapt to new
situations by way of watching for profiting chance of opportunism is one kind of
distinctive resource of an entrepreneur embodied as a competitive advantage.

Kirzner (1997) developed a kind of concept what one may call as entrepreneurial
alertness, which is used to represent the competence with which entreprencurs find
out whether market opportunities exist or whether they are valuable. When someone
has an insight into the value of some resource while others have none, then alertness
has arisen. Therefore, entrepreneurial alertness may be summed up as when some
opportunity emerges, someone possesses the insight to grasp the fleeting opportunity.
Generally, it does not mean that someone could possess entrepreneurial alertness
when possessing some systematic knowledge. Insight on market opportunities
mainly depends on the extent of closeness to market, experience accumulated in the
past, and the self-strengthening effect on learning mechanism, so much so that it
may have exceedingly close and direct links with one’s personal endowment. The
properties of these resources further explained that entrepreneur discovery
competence is one kind of heterogeneous resource difficult to imitate, which is the
source of competitive advantage some enterprises possess.

The discovery competence of an entrepreneur is different from that of knowledge
experts. Knowledge experts could not completely realize the value of their
knowledge and do not know how to turn their knowledge into profits; otherwise,
experts will become entrepreneurs. Entrepreneurs may not possess as much
professional knowledge, such as technical knowledge, as experts, but the reason that
they may be called entrepreneurs is that they could realize the potential opportunities
and huge value of expert knowledge and effectively turn them into profits in the
market. This is the distinctive intangible resource that entrepreneurs possess.

The revelation of entrepreneur cognition phenomena has contributed to our
understanding of why entrepreneurs could be more skillful in noticing a new
discovery than others in the control group. With respect to rapidly learning new
changes and developing specific discovery, heuristics-based logic provides
entrepreneurs the competitive advantage.
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2.3 Distinctiveness of entrepreneur competence to realize opportunities

In the process of opportunity realization, when transaction needs a highly
professional investment, the choice of more hierarchical governance mechanism is
generally superior to market mode (Williamson, 1975). Resource-based strategic
management logic holds that because various types of resources and abilities with
characteristics of social complexity and path dependence need professional
investment to realize their economic value (Barney, 1995), when the value of
economic opportunities relate to the realization pattern of entrepreneurs, hierarchical
mechanism of enterprise forms is more likely to be chosen than nonhierarchical
mechanism. Ordinary knowledge experts do not possess the kind of professional
investment capabilities entrepreneurs have; hence, they need the help of
entrepreneurs to operate the knowledge discovered by means of enterprises or sell
the knowledge discovered on the market directly. Coase (1937) pointed out that the
substitution of enterprises for market transaction prominently reflects the effect of
entrepreneurship in distinctive and professional knowledge in integration. By
stressing the difference between invention and innovation, Schumpeter indicated
that invention means finding new commercial opportunities, while innovation is the
profitable utilization of the opportunity. The practical significance of the distinction
lies in the fact that pioneering enterprises embodying entrepreneurship is the key
link to solve the problem of institution arrangement in innovation (Schumpeter,
1934).

Institution economics theory holds that if the cost of market use is bigger than
enterprise cost formed by entrepreneurship, it is required by profit maximization and
efficiency that enterprises be substituted for market. In the simplest form, if the cost
of market transaction is zero, while the cost of pioneering enterprises is bigger than
zero, the latter will not exist. Up to now, one still assumes that the production costs
of enterprises do not need to take the difference of knowledge or knowledge cost
into account. However, because the obtainment of knowledge is not free and its
costs expressed among enterprises are different, enterprises, especially knowledge
enterprises, are distinctive. The coordination of distinctive knowledge by enterprises
puts the choice of enterprises in an advantageous position over that of the market.
Enterprise is a kind of aggregate that consists of factors such as technology, human
resources, professional knowledge, etc. The coordination of the aggregate by an
entrepreneur transforms the enterprise into a distinctive legal entity, which makes it
impossible for one to imitate and transform at will.

Hayek (1945) further expanded the importance of learning and knowledge in the
research of entrepreneurship. According to his opinion, in the process of bringing
entrepreneurship into play, an entrepreneur is both ignorant to some extent and at the
same time must strengthen learning. Ignorance is due to the uncertainty about the
future, and learning is the need of behavior adjustment to achieve the optimum
transaction level in the whole process when buyers and sellers face future
uncertainties. In this sense, the process of bringing entrepreneurship into play is that
of discovering market information and coordinating heterogeneous and implicit
knowledge. In the process of analyzing the full play of entrepreneurship, the
importance of introducing concepts of knowledge and learning mechanism lies in
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that, if the application of knowledge needs coordinating various types of
professional knowledge, enterprise form is needed to integrate knowledge in the
control and coordination of entrepreneurs.

2.4 Distinctiveness of entrepreneur competence to coordinate knowledge

The last aspect of distinctiveness of entrepreneurship is that an entrepreneur could
make use of his comprehensive knowledge to obtain various kinds of implicit
knowledge under-valuated by others, conceptualize and abstract them, and make
effective use and disposition." The form of “new resource portfolio” of Schumpeter
refers to making use of new ways to integrate production factors, product,
production technique, or market. It is not only the specific incarnation of
entrepreneurship but also the application process of comprehensive knowledge that
entrepreneurs own. He insisted that innovation is driven not by consumers or
markets but by the core of enterprises, namely, the entrepreneur. He brought forward
several circumstances in which entrepreneurs combine resources to produce new
ones: enterprises use invention to reform or renovate production pattern, they make
use of a kind of technology not yet tried to produce new commodities, they use a
new technique to produce old commodities, they formulate an industry through
developing a new source of raw and processed materials or new product channel or
through recombination (Schumpeter, 1934, p132).

The process whereby entrepreneurs combine resources to produce a new resource
involves the coordination of various kinds of professional knowledge that experts
own with the comprehensive knowledge that entrepreneurs own and the integration
of various kinds of implicit professional knowledge with enterprise form.

First, knowledge is composed of information, technique, know-how, and skill. It
could not only be explicit as a technique but also implicit as knowledge in the
human brain that cannot be decoded; the latter of which is particularly hard to
communicate, transfer, and imitate. Individuals store implicit knowledge in addition
to acquiring knowledge. Before they are utilized harmoniously, they process
knowledge that is scattered, scrappy, and dependent on specific circumstances.
Sometimes, these are even in conflict with each other. Because explicit knowledge
possesses the property of public goods, which could be transformed with relatively
low costs and easily imitated, knowledge of the kind of property is unable to
produce rents for the original knowledge producer, once imitated. Since implicit
knowledge is unable to be formulated clearly, so is knowledge of this kind of
property unable to be transferred and exchanged at an ordinary fair price. Therefore,
in the process of knowledge integration, the market is of the low-efficiency kind.
The effective way to organize knowledge is through enterprise. The original effect of
enterprises is the integration of elements of professional knowledge that are
scattered, scrappy, and sometimes even in conflict with each other (Conner &

! Knowledge possesses four characteristics: dispersion (knowledge in enterprises disperses widely in the mind
of some groups), implication (knowledge implicated in individuals, which could not be encoded, is not easy to
exchange and transfer), circumstance dependence (application of some knowledge needs a certain specific
environment), and process (some knowledge appears in the process of some activities or does not).
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Prahalad, 1996). The knowledge of an entrepreneur is a kind of abstract knowledge
about how and where to acquire the implicit knowledge, whose effect is to capitalize
these opportunities and set up a new enterprise.

Second, every individual has limitations of cognition; thus, the gain of knowledge
is professional. The completion of professional knowledge is often at the price of
giving up comprehensive knowledge. This embodies the division of work between
the knowledge expert and the entrepreneur in the process of knowledge acquirement.
Possessing professional knowledge alone is not enough for its use in the market.
Comprehensive knowledge is more important in integrating the application of
professional knowledge, i.e., in an enterprise application of professional knowledge,
comprehensive knowledge of entreprencurs is needed. Kirzner (1979) made a
distinction between entrepreneur knowledge end expert knowledge when
expounding the importance of entrepreneur knowledge. He thinks that the one who
hires the latter is the entrepreneur. Entrepreneurs may not possess the depth of
professional knowledge experts have, especially the depth of technical experts, but it
is because they could realize the value and opportunities of expert knowledge that
they could be entrepreneurs. The reason that entrepreneurs are different from others
is that they possess exceeding abilities to realize the potential value of professional
knowledge. Knowledge experts possess specific knowledge while entrepreneurs
possess comprehensive knowledge. If the two kinds of knowledge are combined
together by way of enterprises, it is possible to produce rents. Thus, the
distinctiveness of entrepreneurs to coordinate knowledge is determined.

3 Entrepreneurship: limitedness of competition

The maintenance of sustainable competitive advantage of enterprises requires
entrepreneurs to be able to retain the distinctiveness of resources over a long period
of time. If heterogeneous resource is not durable, it is impossible to increase value
continuously. For an enterprise enjoying a position of sustainable competitive
advantage, competition must be limited. There must be a force to limit competition
to some extent; otherwise, that distinctive advantage will disappear due to sufficient
competition. The competence to limit competition could be reflected by such factors
as difference of cognition, strategic complement, fuzziness of causal relationship,
uncertainty, information asymmetry, etc. Due to space limitations, I concentrated on
considering the two questions of strategic complement and fuzziness of causal
relationship here.

3.1 Strategic complement and characteristics of entrepreneurship that are unable to
be imitated

Schumpeter held that the innovation process shows drastic change and not a gradual
one. After entrepreneurs initially introduce a kind of fission innovation and achieve
certain success, other inferior entrepreneurs will imitate. They crowd the space with
new enterprises and added innovation forms, making innovation more and more
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similar and competition more and more intense. Once the formerly scarce resource is
no longer scarce, profits of pioneering enterprises will become thin, and the
distinctive resource advantage that dominant entrepreneurs possess will disappear.

Schumpeter believed that the combination way of a new resource is a new mode
of competition. New competition rules do not come from existing enterprises but
from new enterprises developed around existing enterprises or nearby them. The
theory of Schumpeter is consistent with strategic complement opinion.' In this
article, the forms of strategic complement are presented in two ways. First, after
leading entrepreneurs created new demands and at the same time created
opportunities to enter new market for other existing enterprises, output of these
existing enterprises will increase. Second, when early innovative dominant
entrepreneurs appear, other inferior entrepreneurs will gather around them in a mad
rush to form various concentrated small enterprise communities in a certain space.
The cluster arrangements not only embody economy of scale of concentrated
formation in industrial geography, reducing uncertainties of entrance for other
enterprises, but also make the kind of entrance take more imitating property. Under
the condition of definite market capacity, the more imitating property follow-up
entering entrepreneurs take, the smaller uncertainty is, the more intense the fight for
profits is, and the thinner the profits that enterprises of the same industry gain are.
The scarce resource that early innovation embodies is no longer scarce, and the
distinctive resource advantage that early dominant entrepreneurs possess will
disappear gradually. Now, there is an urgent need for new innovational stimulus of
dominant entrepreneurs to appear, with exogenous innovation to create steady and
endogenous investment fluctuation; otherwise, the economy will stagnate. In other
words, once innovation activities carry on again, reorganization of new resource by
entrepreneurs will begin a new economic cycle. Accordingly, competence of
sustained innovation of entrepreneurs is a prime competitive advantage of
pioneering enterprises, which will create enterprises of sustained pioneering. It not
only embodies the continuous creation process of wealth but also explains the
characteristics of entrepreneurship that cannot be completely imitated.

In the real economic world, innovation never stagnates on the one hand. Thus,
various kinds of pioneering small-and medium-size enterprises imbrued with vitality
come into being and continuously challenge enterprises that are in innovation
stagnation in the industry, especially big enterprises. On the other hand, some early
successful pioneering enterprises gradually grow in competition; the success of past
innovation becomes the basis of their further innovation. In the run of contemporary
economy, an important characteristic is that various kinds of big enterprises occupy
the market, and oligopolies are the main feature of the market structure. This shows
that there must be a mechanism in the evolution of competition that hinders
enterprises from entering follow-up from competition with those early successful
pioneering dominant enterprises and restricts the imitation of follow-up entrants to
some extent I hold that, besides the fact that innovation will become a function of
sustainable innovation, which sustains the success of innovation pioneering

! Strategic complement refers to two enterprises competing with one another in a certain industry; the more one
enterprise adopts some competitive behavior, the more will the other enterprise choose the kind of competitive
behavior (Besanko, Dranove and shanleg, 1999, p. 275).
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enterprises, a key factor lies in the fact that the innovation spirit of entrepreneurs has
the characteristic of causal fuzziness. Precisely because of the effect of the isolation
mechanism, full expansion of competition process is restricted to some extent and
the low-cost imitation process of other entrepreneurs is prevented (Lippman &
Rumelt, 1982).

3.2 Causal fuzziness and limitation of competitiveness

Causal fuzziness is concerned with the reason of efficiency difference among
enterprises. It not only possesses the characteristic of uncertainty but also hinders
potential imitation behavior, which means that it hinders the process of accurately
knowing what to imitate and how to imitate. Enterprises possessing causal fuzziness
resource logically cut off the direct connection between resources controlled by
enterprises and the sustained competitive advantage of enterprises, whose relation is
hard to understand or not completely understood. They are in an advantageous
position that is hard to be imitated in competition. In practice, one could often find
that even those enterprises practically possessing the kind of competence could not
always formulate or understand clearly the inner connection between them at all.

Effective operation of enterprise organization must be based on knowledge,
continuously accumulate knowledge by creating and utilizing knowledge, and create
wealth by making use of knowledge. Along with the exploration and utilization of
existing knowledge by single enterprise, knowledge of enterprise increases
continuously, multiplies, or exponentially derives new knowledge. In the
establishment of pioneering enterprises, the key lies in entrepreneurs who recognize
opportunities and commercialize them. People possessing a great deal of technical
and management knowledge, which form various kinds of tangible and intangible
assets of enterprises, have become the founders and backbone team of enterprises.
Generally, the basis of knowledge expansion of entreprencurs as well as their
competence to absorb knowledge continuously is the main expression of their
spiritual competitive advantage.

The competence to absorb knowledge determines the extent of success of
entrepreneurs in gaining entrepreneurial rents. I hold that absorbing competence
refers to behavioral procedure and potential characteristics of which organizations
recognize external information, absorb them, and apply them to commercial world.
The absorbing competence of an organization is relative to organization status. This
is analogous to the water absorption principle of a sponge wherein a slightly wet
sponge absorbs water faster relative to a dry sponge. According to the original
research of absorbing competence by Cohen and Levinthal, it not only refers to
technology absorbing competence but also includes management absorbing
competence, which needs to be gained through practice and is inclined to specialize
in enterprise formation (1990, p. 128). Therefore, among different enterprises, the
management absorbing competence of entrepreneurs is different. The more
management competence an entrepreneur absorbed before, such as the sustained
innovation competence to recognize market opportunity and transform inputs into
distinctive outputs, the stronger their absorbing competence will be. The more
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professional experiences of pioneering enterprises, the stronger their learning
competence is, the bigger contribution to absorb competence to create causal
relation fuzziness is, and the easier to prevent other enterprises from imitating.
Continuously strengthening learning mechanism and absorbing competence will
create causal relation fuzziness on a higher level, which would cause greater
difficulty for potential imitators.

4 Entrepreneurship: incomplete mobility of factors

The importance of resource-based theory lies in the fact that some assets that are not
tradable could not be imitated because they have strong implicit sense and social
complexity. In the world of entrepreneurship, implicit complex assets of social
significance are often specialized; therefore, applying those assets in enterprises has
more value than in markets. Hence, it represents the distinctiveness of founders and
organizations that create the kind of asset. These assets take on an intangible status
that is hard to observe, hard to describe, and hard to valuate and cannot be
completely mobilized according to the need of market transaction. Production
factors or assets possessing the kind of property have a significant effect on the
competitive advantage of enterprises (Itami). These assets may include entrepreneur
cognition that recognizes and creates new opportunities, credence relation
established with other individuals or enterprises, and the competence to combine
together requisite resources to reduce risk and achieve success. Characteristics of
incomplete mobilization of assets of entrepreneurship could be measured by two
features: social complexity and path dependence.

4.1 Social complexity of entrepreneurship

When resource and competence of one enterprise have the characteristics of social
complexity, they could become the source of sustained distinctiveness. Social
complex resource is hard to manage precisely by way of enterprises, hard to
influence, and hard to completely imitate and copy. Many distinctive resources have
characteristics of social complexity, such as enterprise culture, enterprise reputation,
organization capital, human capital, etc. Similar to these resources, various kinds of
composition factors in entrepreneurship, such as various kinds of entrepreneur
competence mentioned above, practical experience accumulated, etc., also have the
characteristics of social complexity, which could make an entreprencur utilize
commercial opportunities more efficiently. In theoretical research, there is difficulty
in describing and specializing the effect of how social complexity of
entrepreneurship increases enterprise value. It is more difficult to imitate in practice.
Therefore, generally speaking, other enterprises could not completely copy
behavioral path and competence of successful entrepreneurs.

Different from the effect of causal fuzziness on enterprise performance,
pioneering is the centralized embodiment of entrepreneurship. New risks generally
all start from pioneering; therefore, the social complexity phenomena of
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entrepreneurship generally take place not inside but often outside the enterprise.
This kind of phenomenon reflects an extensive connection between entrepreneurs
and society and their controlling and utilizing competence of social relation. To
some extent, what this kind of social complex asset represents is not the intelligence
quotient of entrepreneurs but their emotional quotient.

The reason that the condition of social complexity of entrepreneurship is
important is that entrepreneurship exceeds technology, and complex technique is
able to imitate while entrepreneurship is unable to do so. In a competitive market
economy, a prerequisite for an effective utilization of complex technique is the
utilization of social complex resource of entrepreneurship form. Without the
application of extra knowledge such as entrepreneur knowledge and experience by
the latter as well as the maintenance of sustainable distinctiveness at the same time,
even if complex technique is invented, there would be no way to specifically utilize
and commercialize. From this point, it is not hard to understand the real reason why
there are a large number of scientific research achievements by colleges, universities,
and institutions for scientific research in the People’s Republic of China, but there
are only a few commercialized achievements to count. It could also make us
understand the strange phenomenon of why, on the one hand, commercial banks
could not lend capital and, on the other hand, there are so many enterprises crying
because of the difficulty to get a bank loan in China today.

4.2 Entrepreneurship and path dependence

In the business cycle theory of Schumpeter, innovation of entrepreneurs engenders a
creative destruction process. The force to suspend an old economic cycle and
engender spiral ascendance does not fall from the sky but comes from the learning
behavior that entrepreneurs choose new production functions from presently known
production function sets. In other words, the new discovery is path dependent. From
this point of view, distinctive assets may be determined by past decisions of
entrepreneurs. The behavior of both enterprise founders and managers of pioneering
spirit may be the DNA genetic factor of future enterprises. Therefore, sustainable
competitive advantage is a kind of historical path-dependence process.

The relation between entrepreneurship and path dependence could be reflected by
the coordination of internal knowledge of enterprises with learning mechanism. First,
knowledge is the innermost core capital of enterprises with entrepreneurship.
Continuous learning means that it is ready to accept continuous reform and
innovation. The coordination of knowledge by learning is helpful in exploring and
discovering the process of enterprises. Second, the present decision made by
enterprises as a kind of animated economy as well as their behavior comes from past
learning process. Insufficiency of past learning can be equated to the inadequacy of
resource and capital of enterprises. Enterprises that are the easiest to eliminate
through competition are those without adequate learning. Peter Sage, the author of
The Fifth Discipline, said that the only durable advantage of enterprises in the future
depends on whether they have the competence to learn quicker than their competitor.
Third, it is not enough for entrepreneurs to learn by themselves only. An important
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approach for entrepreneurship to transform into a competitive advantage is to build a
collective learning atmosphere and environment for enterprises. If knowledge,
vision, and strategic idea of an entrepreneur could not transform into common
values and code of conduct, of which the whole staff could achieve mastery through
a comprehensive learning, a superb leading thought as well as the decision of
entrepreneurs could never play a fundamental and systematic role.

In addition, if the learning behavior of entrepreneurs stagnates and enterprises
only produce a certain product with a kind of given input in the whole period, these
enterprises are not likely to last long in the long-term intense competition. To
achieve the objective of maintaining an evergreen cause, an enterprise must be able
to learn and innovate at any moment Since learning and innovation require large
quantities of some capabilities that existed before, enterprises need to learn and
innovate continuously. For enterprises seeking innovation, skills and resources of
sustainable innovation must exist at the same time. Finally, on the basis of past
learning, innovation often gives rise to innovation of other forms, which is the key
decisive factor for enterprises to successfully break the expansion path of
diversification.

5 Conclusion

This article observes and studies the effect of entrepreneurship within the theoretical
framework of RBV. It also advances the competitive advantage theory based on
entrepreneurship by proving the distinctiveness of the kind of resource. It focuses on
the category of resource and carry on initial discussion over organic connection
between competitive advantage theory based on resource and entrepreneurship
theory logically.

This article analyzes entrepreneurship with two important methods. First, it points
out the theoretical framework of RBV could be a very useful tool in analyzing the
exploration and innovation activities of entrepreneurs, which gives one a better
understanding of phenomena related with entrepreneurship, e.g., opportunity
consciousness, the competence to utilize resource, organizing competence to
transform homogeneous inputs into distinctive outputs of pioneers, etc. By regarding
entrepreneurship as a distinctive resource, one can analyze different aspects of the
problem and develop entreprencurship theory within the theoretical framework of
resource-based theory. Second, through theoretical analysis on the most important
intangible resource of entrepreneurship, one can expand and enrich the frontier and
connotation of RBV theory, which can make people apply better the strategic
management theory to the explanation of the efficiency difference and performance
disparity of real enterprises.
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