
 
 

   

General Rights 
Copyright and moral rights for the publications made accessible in the public portal are retained by the authors and/or other copyright owners 
and it is a condition of accessing publications that users recognize and abide by the legal requirements associated with these rights. 

 • Users may download and print one copy of any publication from the public portal for the purpose of private study or research. 
 • You may not further distribute the material or use it for any profit-making activity or commercial gain  
• You may freely distribute the URL identifying the publication in the public portal 

If you believe that this document breaches copyright please contact us providing details, and we will remove access to the work immediately and 
investigate your claim. 
 

This coversheet template is made available by AU Library 
Version 1.0, October 2016 

 

Coversheet 

 
This is the accepted manuscript (post-print version) of the article. 
Contentwise, the post-print version is identical to the final published version, but there may be 
differences in typography and layout.  
 
How to cite this publication 
Please cite the final published version: 
 
Korsgaard, S., Berglund, H., Thrane, C. and Blenker, P. (2016), A Tale of Two Kirzners: Time, 
Uncertainty, and the “Nature” of Opportunities. Entrepreneurship Theory and Practice, 40: 867–889. 
doi:10.1111/etap.12151  

Publication metadata 
 
Title: A Tale of Two Kirzners: Time, Uncertainty, and the “Nature” of 

Opportunities 

Author(s): Korsgaard, S., Berglund, H., Thrane, C. and Blenker, P.  

Journal: Entrepreneurship Theory and Practice  

DOI/Link: doi:10.1111/etap.12151  

Document  version: Accepted manuscript (post-print) 

 



1 

 

A TALE OF TWO KIRZNERS:  TIME, UNCERTAINTY AND THE 

‘NATURE’ OF OPPORTUNITIES 

 

Steffen Korsgaard 

Associate Professor 

Aarhus University 

Bartholins Allé 10, DK-8000 Aarhus C. 

Tel. +45 8716 5095 

Fax. +45 8615 3988 

E-mail: stk@asb. 

 

Henrik Berglund 

Associate Professor 

Chalmers University of Technology 

SE-412 96 Gothenburg 

Tel. +46 31 772 44 28 

Fax. +46 (0)31 772 34 85 

E-mail:  henrik.berglund@chalmers.se 

 

Claus Thrane 

Chief Consultant 

Aarhus University 

Finlandsgade 27, DK-8200 Aarhus N 



2 

 

Tel. +45 5118 6761 

E-mail: ct@aec.au.dk 

 

Per Blenker 

Associate Professor 

Aarhus University 

Bartholins Allé 10, DK-8000 Aarhus C. 

Tel. +45 87165526 

Fax. +45 8615 3988 

E-mail: perbl@asb.dk 

 

 

This research was supported by a research grant from the Danish Enterprise and 

Construction Agency and the European Social Fund. 

  



3 

 

A TALE OF TWO KIRZNERS:  TIME, UNCERTAINTY AND THE 

‘NATURE’ OF OPPORTUNITIES 

Abstract: 

This paper discusses the influence of Israel Kirzner on the field of entrepreneurship 

research. We review Kirzner’s work and argue that it contains two distinct approaches to 

entrepreneurship, termed Kirzner Mark I and Kirzner Mark II. Mark I with its focus on 

alertness and opportunity discovery has exerted a strong influence on entrepreneurship 

research in the last decade, and helped catapult the field forward. We propose that Mark II, 

with its emphasis on time, uncertainty and creative action in pursuit of imagined 

opportunities, complements the discovery view and can provide an alternative conceptual 

grounding for the decade to come.  

 

INTRODUCTION 

The evolution of entrepreneurship as a field of study demonstrates the value of borrowing 

boldly from other theories and disciplines (Gartner, Bird, & Starr, 1992). Indeed, 

entrepreneurship is quintessentially multidisciplinary, and borrowing ideas and concepts 

from economics, sociology and psychology has been fundamental in moving the field 

beyond descriptive accounts, to more theoretically grounded positions. While such 

borrowing has served the field well in many respects, entrepreneurship scholars must also 

be cautious since concepts, constructs and theories may not be readily transferable across 

scholarly domains and levels of analysis (Klein & Bylund, 2014; Landström, 1999). In this 

paper we discuss a specific and highly influential case of borrowing; the use of Austrian 

economist Israel Kirzner’s work on the economic function of the entrepreneur as a basis for 

developing theories and research programs in the field of entrepreneurship.  

 

The scholarship of Israel Kirzner continues to be a central influence and source of 

theoretical foundations in entrepreneurship research (Klein & Bylund, 2014; McCaffrey, 
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Forthcoming). His work is not only widely cited, but his theories of the entrepreneurial 

function in the market, with its emphasis on alertness and opportunity discovery, have 

elevated him to an almost canonical status in the field, equalled only by Joseph 

Schumpeter. Kirzner’s influence on the field was also formally acknowledged when he 

received The International Award for Entrepreneurship and Small Business Research in 

2006 (Douhan, Eliasson, & Henrekson, 2007). In particular,  Kirzner’s work on alertness, 

discovery and profit opportunities has provided essential theoretical foundations for several 

important research streams within entrepreneurship, including opportunity recognition (e.g. 

Gaglio & Katz, 2001; Shane, 2003; Shane & Venkataraman, 2000), entrepreneurial 

cognition (Mitchell et al., 2004), the debate over entrepreneurial search versus alertness 

(Busenitz, 1996; Fiet & Patel, 2008; Fiet, Norton, & Clouse, 2013; Gaglio & Katz, 2001; 

Kaish & Gilad, 1991; Murphy, 2011) and the contested nature and role of opportunities 

(Alvarez & Barney, 2007; McMullen, Plummer, & Acs, 2007; Short, Ketchen, Shook, & 

Ireland, 2010). In all of these streams, Kirzner’s work is invoked to underpin a general view 

of alert entrepreneurs who discover, without active search, opportunities that exist because 

markets are in disequilibrium.  

 

In this paper we argue that this depiction of Kirzner’s work is incomplete and that a broader 

reading of his work reveals not one but two quite different views of entrepreneurship, 

henceforth referred to as Kirzner Mark I and Kirzner Mark II. Briefly stated, Kirzner Mark 

I presents a simple model of the entrepreneurial function in an effort to make the theory 

compatible with neoclassical economics and the theoretical notion of markets as 

equilibrium frameworks. Kirzner Mark II, on the other hand, describes the entrepreneurial 
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function in a way that adheres to the foundational Austrian idea of markets as dynamic 

processes. Since entrepreneurship researchers have thus far borrowed primarily from Mark 

I, they have by and large adopted a theoretical description of entrepreneurship that 

emphasises alertness and the discovery of opportunities, while downplaying issues related 

to time and uncertainty (i.e. Kirzner, 1973; Kirzner, 1997a). Borrowing ideas from Kirzner 

Mark I has been central in moving the field beyond what Shane and Venkataraman (2000: 

217) described as a “hodgepodge” of largely descriptive work without a shared conceptual 

grounding. Indeed, the introduction of a conceptual framework centred around opportunity, 

discovery and alertness helped advance a broadly accepted view of entrepreneurship as an 

integrated “nexus” of individual agency and structural components embedded in a 

disequilibrium understanding of markets (Shane and Venkataraman 2000).  

 

In contrast to this, Kirzner Mark II spends considerable effort on describing the nature of 

entrepreneurship within a multi-time period framework, i.e. with time and consequently 

uncertainty present (e.g. Kirzner, 1982, 1985b, 1999, 2009). While this aspect of Kirzner’s 

work is seldom cited by entrepreneurship scholars, the core tenets of Mark II resonate with 

several contemporary trends and developments in the field. These include theoretical 

accounts such as effectuation (Sarasvathy 2008) and entrepreneurial bricolage (e.g. Baker 

and Nelson 2005; Garud and Karnøe 2003) as well as more specific suggestions to focus 

not on objectively existing opportunities but subjectively perceived “New Venture Ideas” 

(Davidsson, 2012), to consider entrepreneurship as being essentially about judgment under 

uncertainty (Foss & Klein, 2012), and to think through the implications of entrepreneurship 

as a process that unfolds in real time (McMullen & Dimov, 2013). It is our belief that a 
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better understanding of Kirzner Mark II can provide a common conceptual grounding for 

these and related trends and developments, and thereby help move the entrepreneurship 

field forward much as Kirzner Mark I did a decade ago. We hope that this paper can 

contribute to this development. 

 

The paper is organized as follows: In the first sections we describe the central ideas of the 

two Kirzners with special focus on how time and opportunities, as well as alertness and 

entrepreneurial agency, are conceptualised in the two views, before discussing the 

influence and interpretation of the views within the entrepreneurship research field. Based 

on this description, the subsequent sections discuss the implications of the two Kirzners for 

entrepreneurship research. In particular we suggest that Kirzner’s own depiction of Mark I, 

as deliberately simplified, points towards the value of revisiting key concepts such as time, 

uncertainty and opportunities in light of the two Kirzners. As part of this analysis, we show 

how the central ideas of Kirzner Mark II dovetail with several contemporary trends and 

developments in the entrepreneurship field that are typically not labelled as Kirznerian but, 

in many cases, seen as representing the polar opposite. Finally, we show how Kirzner Mark 

II may serve as a fruitful theoretical foundation for research that sees entrepreneurship as 

proactive, creative and uncertainty-facing. 

BACKGROUND AND CENTRAL IDEAS OF KIRZNER MARK I 

The central references to Kirzner Mark I are the 1973 book “Competition and 

Entrepreneurship” and the 1997 Journal of Economic Literature article “Entrepreneurial 

Discovery and the Competitive Market Process: An Austrian Approach”. Here, Kirzner 
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formulates a strong critique of what he labels “the orthodoxy of equilibrium theory” as 

found in neoclassical economics. According to Kirzner, the neoclassical tradition assumes 

rational actors in equilibrium markets who maximise their utility relative to a given set of 

ends. The result is a market in a state of equilibrium where resources are allocated 

optimally. Any divergence from the equilibrium state will immediately be remedied, as all 

information about prices and qualities is assumed to be openly available and accessible to 

all actors in the market. 

 

By assuming this state of equilibrium, the neoclassical view renders invisible a number of 

key elements, including the competitive (in the rivalrous sense) nature of the market 

process and the role of the entrepreneur (Kirzner, 1973). It is, therefore, necessary for 

economic theory to shift focus from markets in equilibrium to market processes and thereby 

to the forces that compel changes in prices, outputs, methods of production and the 

allocation of resources (Kirzner, 1973). These forces are manifestations of systematic 

relationships between market actors. Yet, the systematic relationship is very different from 

the one assumed by the neoclassical view. Contrary to the assumptions of neoclassical 

economics, Kirzner assumes that actors have imperfect knowledge and therefore constantly 

make errors in their assessment of prices and qualities. In equilibrium theory, where actors 

make “perfect” decisions, there is no room for the role of the entrepreneur. But when actors 

make erroneous decisions, the entrepreneur has a vital role to play. 
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Time and Opportunities 

To align his theory of entrepreneurship with the neoclassical equilibrium view that he is 

criticising, Kirzner in his Mark I works abstracts from time and uncertainty. Opportunities 

are therefore conceptualised as pure arbitrage opportunities, which arise because the actors 

in the market do not have full information and therefore will err in price-setting decisions, 

i.e. they operate in suboptimal means-end frameworks. Opportunities thus exist objectively 

as a consequence of suboptimal market coordination (Kirzner, 1973). This lack of 

coordination is expressed in price differences. What is essentially the same resource or 

product may be bought in one market and sold in another market at a different price 

(Kirzner, 1973). It is basically this price difference, which other market actors have so far 

overlooked, that the entrepreneur discovers. Finally, since Kirzner Mark I describes 

entrepreneurship in a single-time period, the passage of time and uncertainty are not 

considered. Buying and selling – or opportunity discovery and opportunity exploitation – 

are carried out simultaneously, and the Mark I entrepreneur takes no risk. 

Alertness and Entrepreneurial Agency 

Kirzner Mark I also distinguishes the entrepreneurial quality of alertness from neoclassical 

processes of rational search (e.g. Stigler, 1961). A key difference is that alert opportunity 

discovery is always accompanied by surprise (Kirzner, 1997a), which stems from the fact 

that for it to be a discovery, the entrepreneur cannot by definition have known what was to 

be discovered ex ante. It is therefore impossible to search for opportunities, since searching 

involves some knowledge of what one is searching for. On the contrary, the crucial feature 

of the neoclassical approach suggests that the form that the future can take is known in 
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advance in a world of Knightian risk (Littlechild, 1986). Ricketts (1987: 58) illustrates the 

difference with the following analogy:  

 

“Stigler’s searcher decides how much time it is worth spending rummaging through dusty 

attics and untidy drawers looking for a sketch which (the family recalls) Aunt Enid thought 

might be by Lautrec. Kirzner’s entrepreneur enters a house and glances lazily at the 

pictures which have been hanging in the same place for years. ‘Isn't that a Lautrec on the 

wall?’”. 

 

The agency involved in Mark I is thus of a responding kind; a reaction to the lure of pre-

existing opportunities (Kirzner 1973: 74). Such opportunities are effectively pulling forth 

alert entrepreneurs who can “‘smell’ or sense where pure entrepreneurial profits can be 

won” (Kirzner, 1997b: 40). Beside such instantaneous acts of alert opportunity discovery, 

all remaining agency is traditional, rational economic maximising during the opportunity 

exploitation phase.  Hence, in this setting the entrepreneur only performs the discovery 

function, leaving her with no uncertainty.  

Influence and Interpretation 

The concept of the entrepreneur as the actor who alertly discovers pre-existing 

opportunities for buying cheap and selling dear, thereby equilibrating the market, has made 

a significant impact on entrepreneurship research (Shane, 2000, 2003; Shane & 

Venkataraman, 2000; Venkataraman, 1997; Yu, 2001 etc.). In particular, the influential 

individual-opportunity nexus perspective (Eckhardt & Shane, 2003; Shane, 2000, 2003; 
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Shane & Venkataraman, 2000; Venkataraman, 1997) is explicitly constructed on the edifice 

provided by Kirzner Mark I, in particular the assumption that opportunities have objective 

existence. Following Kirzner Mark I, opportunities are essentially seen as arbitrage 

opportunities, which exist independently of the entrepreneurs who discover and exploit 

them: 

 

“Although recognition of opportunities is a subjective process, the opportunities themselves 

are objective phenomena that are not known to all parties at all times. … [Entrepreneurs] 

can purchase resources at below their equilibrium value and earn an entrepreneurial profit 

by recombining the resources and then selling them” (Shane and Venkataraman 2000: 

221).  

 

The opportunity concept has been essential for understanding how structural components 

influence entrepreneurial activities. And as pointed out by Short et al. (2010), the concept 

has generated some of the most fascinating research questions within the field, in spite of 

the problems involved in clearly defining the opportunity construct (Davidsson, 2012). 

 

Later work on opportunity discovery from a cognitive and information economics 

perspective has also suggested a more general capacity among entrepreneurs when it comes 

to signal detection and the ability to “connect the dots” and see the links between seemingly 

unrelated changes in the external circumstances (Baron, 2004, 2006; Fiet & Patel, 2008; 

Fiet, Norton Jr, & Clouse, 2007; Fiet, et al., 2013; Ward, 2004). 
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BACKGROUND AND CENTRAL IDEAS OF KIRZNER MARK II 

Whereas Mark I targeted neoclassical economists, the ideas that we refer to as Kirzner 

Mark II can instead be found in texts where Kirzner addresses his fellow Austrian 

economists.  

 

The central references of Kirzner Mark II are book chapters from 1982 and 1985, as well as 

journal articles published several years later in 1999 and 2009. Certainly, these texts are 

less known than the 1973 book and less cited in the entrepreneurship field than the 1997 

article, yet in terms of the topics raised and the audiences addressed, they are very relevant 

considering the status of Kirzner in the entrepreneurship research field. 

Time and Profit Opportunities 

In Kirzner Mark II, the passage of time and uncertainty are essential components of the 

entrepreneurial function. This has severe implications for the way opportunities are 

characterised. The Mark II entrepreneur is directed towards future opportunities that have 

yet to come into existence and therefore seeks to actively ‘coordinate’ between present and 

future markets, which cannot be defined ex ante. Since the passage of time inevitably 

implies uncertainty, this means that such opportunities for inter-temporal coordination are 

not pre-determined. Indeed, since the future markets do not yet exist, entrepreneurial 

opportunities must be either speculative, as when the entrepreneur makes a passive bet on 

the future, or creative, as when the entrepreneur actively tries to shape or create the future 

in favourable ways (Kirzner, 1982: 141). In fact Kirzner (1985b: 155) explicitly argues 

that: “the futurity that entrepreneurship must confront introduces the possibility that the 
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entrepreneur may, by his own creative actions, in fact construct the future as he wishes it to 

be” (emphasis added). In this case opportunities are subjectively imagined rather than 

objectively existing, and the entrepreneurial function is not only concerned with the 

discovery of opportunities that exist due to price disequilibria. 

Alertness and Entrepreneurial Agency 

Alertness, as conceived in the Mark II view, involves speculation on the future or creation 

of imagined opportunities, making entrepreneurial agency proactive and constructive.  

Kirzner Mark II therefore needs to stretch the meaning of alertness beyond the reactive 

sense used in Mark I: 

 

“Alertness is a concept sufficiently elastic to cover not only the perception of existing 

arbitrage opportunities, but also the perception of intertemporal speculative opportunities 

that can be definitely realized only after the lapse of time, and even also the perception of 

intertemporal opportunities that call for creative and imaginative innovation” (Kirzner, 

1985a: 84-85).  

 

Entrepreneurial action in Mark II thus goes beyond the Mark I view, in which the 

entrepreneur is “not a source of innovative ideas” but simply “responding to opportunities 

rather than creating them” (Kirzner, 1973: 74). When embedded in time and facing 

uncertainty, entrepreneurs are described as speculators or active creators of the future (cf. 

Kirzner, 1999). 
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Influence and Interpretation 

The ideas of Kirzner Mark II are not well cited in the entrepreneurship literature (see 

however Barreto, 2012; Berglund, 2009; Fiet & Patel, 2008; Foss & Klein, 2010a, 2010b; 

Foss, Klein, Kor, & Mahoney, 2008; Klein, 2008; McMullen & Shepherd, 2006; Yu, 2001). 

In their discussion of entrepreneurial action, McMullen and Shepherd (2006) acknowledge 

that Kirzner elaborated on the simple arbitrage view of alertness in part as a response to 

internal Austrian criticism that his theory was too deterministic. Entrepreneurship in Mark I 

was described as an automatic response to pre-existing opportunities; “alertness is what 

happens when the market presents a profitable situation that is successfully exploited by an 

individual who ‘fits’ the necessary profile” (McMullen & Shepherd, 2006: 144). In Mark II, 

on the contrary, alertness is also represented by qualities such as boldness, creativity, 

innovativeness and judgment.  

 

While McMullen and Shepherd consider the shift in focus mainly as a problem – because it 

is said to divorce entrepreneurial alertness from the market context – others see this as an 

intellectual gain. For Foss and Klein (Foss, et al., 2008; Klein, 2008), the greater 

resemblance to Knightian judgment makes Kirzner Mark II more relevant for applied 

management research. Embedding Kirzner in the broader Austrian tradition, Foss and Klein 

emphasise the inevitable creativity of entrepreneurial action as the pursuit of imagined 

opportunities under conditions of uncertainty. 
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A TALE OF TWO KIRZNERS 

As is the case with most economic literature dealing with entrepreneurship, Kirzner is first 

and foremost concerned with the function of the entrepreneur in the economic system 

(Hebert & Link, 1988) and hence deals with entrepreneurship as a distinct function in the 

market process. This applies for both Kirzner Mark I and II, despite the significant 

differences between them, summarised in table 1.  

 

Insert table 1 about here 

 

The difference between the two views is not simply the result of a change over time in 

Kirzner’s conceptualisation of markets and the entrepreneurial function. Instead, the 

difference appears to be the result of Kirzner addressing two distinct audiences and 

engaging in two different discussions (Kirzner, 1982, 1985a). What we refer to as Kirzner 

Mark I, is an attempt to introduce the entrepreneurial function into equilibrium-oriented 

neoclassical economic theory. The emphasis on reactive alertness to pre-existing 

opportunities within a single-time period was therefore chosen to communicate with 

mainstream neoclassical economists, not with Austrian economists or entrepreneurship 

scholars. In order to do so, Kirzner felt it necessary to provide a specific version of the 

entrepreneurial function: “For the purpose of that work I believed it important deliberately 

to abstract, for the most part, from the complications introduced by consideration of 

production, and the passage of time” (Kirzner, 1985b: 6).    
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Kirzner Mark II, on the other hand, addresses a different audience; primarily fellow 

Austrian economists (see e.g. Kirzner, 1982; Kirzner, 1985b) but later also the research 

field of entrepreneurship (see Kirzner, 2009). While many Austrian economists appreciated 

Kirzner’s initial effort to bridge Austrian economics and neoclassical equilibrium theories, 

others suggested that it was both misleading and wasteful to remove core Austrian ideas in 

order to present a simplified “Austrian-economics-as-supplement-to-neoclassical-

economics” (Vaughn, 1994: 166). Consequently, Kirzner Mark I (in particular the 1973 

book Competition and Entrepreneurship) was subjected to criticism from fellow Austrians, 

who felt that he unduly downplayed central Austrian ideas related to uncertainty, 

speculation and the passage of time (Hazlitt, 1974; White, 1990). 

 

In a series of books, book chapters and journal articles, Kirzner therefore sought to 

rehabilitate his theory of entrepreneurship by more explicitly discussing the effects of the 

passage of time and the presence of genuine uncertainty (Kirzner, 1982, 1985a, 1999; 2009 

see, however, also Kirzner 1973: 84-85). Kirzner Mark II can therefore be viewed as an 

attempt to accommodate internal Austrian criticism as well as to communicate with 

scholars interested in entrepreneurship per se. The effect was that in Kirzner Mark II the 

central message is one of imaginative entrepreneurs who make their profits by proactively 

shaping the non-existent future in ways that brings it in line with the future as they envision 

it – as opposed to the arbitrage discovery of Mark I. 

 

According to Kirzner himself, the two views of the entrepreneurial function are quite 

different and must be understood in context. Specifically, the single-time period view of 



16 

 

Kirzner Mark I was developed for a specific purpose, namely to engage with the 

mainstream economics literature. 

 

“My emphasis on alertness to hitherto unperceived opportunities as the decisive element in 

the entrepreneurial function stemmed from my pursuit of a didactic purpose. This purpose 

was to distinguish the analysis of the market process (a process in which the entrepreneur 

plays the crucial role) as sharply as possible from the analysis of equilibrium states (in 

which all scope for entrepreneurial activity has been assumed away).” (Kirzner, 1982: 

140-141) 

 

In a later paper, Kirzner elaborates further:  

 

“It was certainly not the intention, in deploying this analytical device, to deny that in the 

real world of production and (consequently) of multi-period decision making and radical 

uncertainty, entrepreneurship is exercised only by calling upon the entrepreneur’s qualities 

of boldness, innovativeness and creativity” (Kirzner 1999: 11). 

 

While this heterogeneity did spawn some discussion and even controversy internally among 

Austrian economists (see e.g. Buchanan & Vanberg, 1991; Vaughn, 1994), these 

differences have been largely overlooked by entrepreneurship researchers. This is 

somewhat surprising given the impact of Kirzner’s work on this field. The result is that, by 

drawing on Kirzner Mark I, entrepreneurship scholars have been citing and using a version 

of Kirzner’s theory of entrepreneurship that is directed at mainstream economists, and for 
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this purpose has deliberately excluded concepts and dimensions that, according to Kirzner 

himself, are essential for understanding real world entrepreneurial processes. Consequently, 

there are potential insights to be gained by revisiting Kirzner’s theories.  

 

In what follows, we will elaborate in greater detail on the implications for the 

entrepreneurship field of the two Kirzners. This will be done in three sections. The first two 

focus on the entrepreneurship field’s theoretical borrowing from Mark I and on how Mark 

II resonates with central debates in the entrepreneurship field. The final section is more 

forward looking and offers a number of propositions and suggestions for future research. 

THEORETICAL BORROWING: A REFLECTION ON KIRZNER MARK I 

When borrowing theories from other fields, some reinterpretation and selection of what to 

include and what not to include is inevitable, especially when theories are operationalized 

for empirical research purposes. Moreover, such reinterpretation and selection will have 

consequences for how the theories work in the new context. In the case of Kirzner’s 

influence on entrepreneurship research, it is clear that focusing, as Kirzner Mark I does, on 

alert discovery of objective arbitrage opportunities has helped entrepreneurship scholars 

appreciate both structural factors and entrepreneurial agency, as well as underpinned the 

development of overarching research programs that integrate the two (cf. Shane, 2003).  

 

Entrepreneurship research inspired by Kirzner Mark I has been tremendously beneficial to 

the field, not least by moving the field beyond its historical focus on individuals (Shane & 

Venkataraman, 2000; Venkataraman, 1997) and by distinguishing between 
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entrepreneurship as search and alert discovery (Fiet & Patel, 2008; Fiet, et al., 2007; Fiet, et 

al., 2013). The research questions implied by this tradition clearly reflect the underlying 

assumption of objectively existing opportunities that are discovered by alert individuals (cf. 

Gaglio & Katz, 2001; Kaish & Gilad, 1991; Patel & Fiet, 2010). These were clearly 

pronounced by Shane and Venkataraman (2000: 218) who suggested three sets of research 

questions:  

 

“(1) why, when, and how opportunities for the creation of goods and services come into 

existence; (2) why, when, and how some people and not others discover and exploit these 

opportunities; and (3) why, when, and how different modes of action are used to exploit 

entrepreneurial opportunities.” 

 

As evidenced by the extensive research done on the basis of these research questions, the 

Kirzner Mark I framework is well suited for processes where time and uncertainty are of 

little consequence; similar to what has been referred to as risky decision-making contexts 

(Alvarez & Barney, 2007). This leads us to proposition 1. 

 

Proposition 1: Kirzner Mark I provides an adequate description of entrepreneurial 

processes that take place in stable environments where entrepreneurs possess 

knowledge that allows them to foresee the central effects of their actions. 

 

Yet, it may be argued that it is likely very difficult to establish ex ante whether an 

entrepreneurial process will be uncertain. The human ability to predict is limited, and 
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entrepreneurial plans are often displaced by unforeseen events, even in what was has 

historically been stable markets (McMullen & Shepherd, 2006; Sarasvathy, 2008).  

 

The borrowing of Kirzner Mark I ideas has not been entirely uncontroversial. Barreto 

(2012) suggests that the Kirznerian concepts of opportunity discovery and alertness are 

fuzzy and have caused misunderstandings. Consequently, these concepts may have been 

advancing and holding back theoretical development at the same time. Fiet and colleagues 

(Fiet & Patel, 2008; Fiet, et al., 2007; Fiet, et al., 2013) have questioned the pragmatic 

value of Kirzner Mark I’s concept of alertness, which is understood as random search 

relying largely on luck. Finally, Foss and Klein (Foss & Klein, 2012; Foss & Klein, 2010a, 

2010b) suggest that entrepreneurship research has misunderstood the metaphorical nature 

of Kirznerian concepts. Specifically, alertness and opportunities should be seen as 

metaphors used to describe the tendency for markets to equilibrate; they should not be 

treated as psychological properties and environmental artefacts (Foss & Klein, 2010a, 

2010b). Still, they suggest that the adoption of Kirzner Mark I has been a “fruitful 

misunderstanding” in the sense that it has inspired significant research streams (Foss & 

Klein, 2010b).   

 

This highlights the more general risk entrepreneurship researchers run of conflating two 

levels of analysis in their theoretical borrowing. Kirzner Mark I explicitly addresses the 

market as level of analysis, whereas entrepreneurship researchers who borrow his ideas 

often focus on entrepreneurial processes, firms or individuals at the micro-level (Foss & 

Klein, 2010b). In treating alertness and opportunities as empirical categories rather than 
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metaphorically intended theoretical concepts, these researchers run the risk of committing 

the fallacy of misplaced concreteness (Berglund, 2009; Foss & Klein, 2010b). Indeed, the 

concept of alertness comes across as quite empty when used to describe and especially 

prescribe entrepreneurial action at the micro-level (Fiet & Patel, 2008; Fiet, et al., 2007; 

Fiet, et al., 2013; Foss & Klein, 2012; Klein, 2008; Patel & Fiet, 2010) 

 

One reason for these issues may be that the concepts of opportunity and alertness, borrowed 

from Kirzner Mark I, arguably under-emphasise features related to time, uncertainty and 

creativity (Berglund, 2009; Whitehead, 1967). So while Kirzner Mark I may adequately 

describe a great number of real life situations where time and uncertainty for various 

reasons are not essential, too much focus on Mark I may lead researchers to ignore real life 

situations where time, uncertainty and creativity are central. Important research efforts have 

indeed focused on such conditions (e.g. Sarasvathy, 2008; Baker and Nelson, 2005), and it 

has also been argued that such situations are theoretically more interesting (cf. Sarasvathy 

& Berglund, 2010), and should therefore be given priority in theory building efforts (cf. 

Davidsson, 2004: 68).  

 

In addition to these general risks related to theoretical borrowing, the discovery view has 

received empirically grounded criticism from entrepreneurship researchers; a critique that 

can be also traced back to the concepts borrowed from Mark I. Some researchers suggest 

that the discovery view is too simple and too linear to adequately describe and explain 

many entrepreneurial processes at the micro level (e.g. Baker & Nelson, 2005; Garud & 
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Karnøe, 2003). Also, critics point out that creativity, social interaction, and subjectivity are 

largely missing in the discovery view (see Korsgaard, 2013). 

 

The abovementioned issues suggest that there are limits to the applicability of the discovery 

view based on Mark I. But does Kirzner Mark II hold promise for new ways of 

conceptualising entrepreneurship that deals differently with time, uncertainty and 

opportunities? And under what conditions are Kirzner Mark I and II valid (cf. Fiet, et al., 

2013; Zahra, 2007)? In the following, we will explore these issues and also argue that just 

as Mark I helped move entrepreneurship research forward a decade ago, Mark II can do the 

same by providing a coherent theoretical foundation that resonates with several 

contemporary trends and developments in the field.  

THREE CENTRAL DEBATES IN ENTREPRENEURSHIP RESEARCH: A 

REFLECTION ON KIRZNER MARK II 

In the following, we delve deeper into the relation between Kirzner’s work and the 

entrepreneurship research field. We do this by focusing on three themes that all highlight 

key differences between Kirzner Mark I and II and constitute central points of debate in the 

entrepreneurship field: (i) time, (ii) uncertainty and (iii) the nature of opportunities. For 

each theme we identify streams of research that resonate with, yet are not typically 

associated with, the Kirzner Mark II view. We also point to future research avenues where 

existing research streams can be integrated with a Kirzner Mark II view, and introduce 

research themes and questions that are pressing in a Kirzner Mark II perspective.  
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Time 

The passage of time is a key difference between Kirzner Mark I and II. In Kirzner Mark I, 

the entrepreneurial process is conceptualised as arbitrage and consequently downplays the 

passage of time. In Mark II, a multi-time period perspective is introduced and the 

entrepreneur engages in what Kirzner (1982) refers to as intertemporal coordination – 

making the world of tomorrow better – which involves effort, investments and the bearing 

of uncertainty.  

 

Integrating the passage of time has the potential to highlight elements of the entrepreneurial 

process that are invisible if entrepreneurship is treated as analogue to arbitrage. As pointed 

out by Dimov (2007: 717), the discovery view of entrepreneurship and opportunities is 

based on a “conceptual collapse of the time between a first insight and the idea that ends up 

being implemented”. Such a position fits poorly with cases of entrepreneurship where 

iteration and creative reinterpretation of the perceived opportunity are prevalent. Stated 

differently, by making discovery an atemporal concept – something that happens in a single 

instance (Dimov, 2007) – the discovery view runs the risk of overlooking the work of 

creative iteration and development of ideas. Here it is important to remember that a Kirzner 

Mark I perspective is a reasonable approximation of reality in many situations where 

almost no time passes – buying and selling is nearly instantaneous – or nothing of real 

consequence to the plans and expectations of the entrepreneur happens in the time passing. 

Examples of this can be found in simple arbitrage businesses as well as in generally stable 

industries, such as traditional manufacturing or parts of the pharmaceutical industry, where 

customer demand, business models and regulatory conditions are quite established and 
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stable (cf. Fiet, et al., 2013). While the threat of disruption, by innovative entrepreneurs, is 

a possibility in even the historically most stable industries (Christensen, 1997), the 

discovery and exploitation of opportunities in stable industries will likely approximate the 

Kirzner Mark I view. In other situations, customer demand, business models, regulations, 

technology etc. are less stable, which means that the passage of time is likely to entail 

changes that force entrepreneurs to revise their ventures and perceived opportunities 

substantially (Alvarez & Barney, 2005; Blank, 2005). Current examples include industries 

such as wearable computers, online education or self-driving cars. Under such conditions, 

Kirzner Mark II will likely provide a better description of the entrepreneurial process.  

 

Indeed, several in-depth case studies have found instances where the discovery view of 

opportunities inadequately explains what takes place at the micro level of firm and 

individual activities (Baker & Nelson, 2005; Berglund, Dahlin, & Johansson, 2007; 

Gaddefors, 2005; Garud & Karnøe, 2003; Görling & Rehn, 2008). One reason for this is 

that what the discovery view assumes to be analytically distinct phases of discovery, 

evaluation and exploitation may in some entrepreneurial processes actually be intertwined. 

Instead of a staged linear development from discovery to exploitation, these case studies 

find highly interactive, iterative and creative processes (Korsgaard, 2013). Taking a multi-

period view, the entrepreneur may in fact appear to be creating the very future states 

between which she, post-hoc, appears to have been coordinating. This takes us to 

proposition number 2: 
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Proposition 2: Kirzner Mark II provides an adequate description of entrepreneurial 

processes that take place over a duration of time in which the relevant conditions alter 

significantly. 

 

Pressing research questions in relation to the role of time in entrepreneurial processes may 

include: How does the passage of time influence entrepreneurial processes; how does the 

duration of the entrepreneurial process influence the organisation and outcome of the 

process; and how are time and uncertainty interrelated in entrepreneurial processes?    

Uncertainty 

In Kirzner Mark II, uncertainty is seen as present in all entrepreneurial ventures that require 

production or more generally unfolds over time. Consequently, the entrepreneur will need 

to bear uncertainty as well as make decisions and take actions in the face of uncertainty. In 

this respect, Kirzner Mark II is very similar to judgment-based views of entrepreneurship 

(Foss & Klein, 2012; Knight, 1921). Following Kirzner Mark II, it becomes essential to 

explore how entrepreneurs manage uncertainty. Some headway has been made in this 

respect. McMullen and Shepherd (2006) explore how uncertainty might prevent 

entrepreneurial action. They suggest that perceived uncertainty and the motivation to bear 

uncertainty are decisive components in separating those who choose to take entrepreneurial 

action and those who do not. For McMullen and Shepherd (2006), uncertainty thus 

becomes a mental construct related to a sense of doubt which may lead to hesitation. This is 

in congruence with the Kirzner Mark II suggestion that Schumpeterian characteristics of 
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boldness and perseverance are in fact important in real world entrepreneurial processes 

(Kirzner, 2009).  

 

However, uncertainty for Kirzner Mark II is more than a mental construct; it is a factual 

characteristic of the activity and process. Regardless of whether the entrepreneur perceives 

herself to be in an uncertain situation or not, and whether uncertainty actually manifests 

itself in unexpected or unpredicted events during the entrepreneurial process, prospective 

entrepreneurs do face actual uncertainty caused by the futurity of the markets in which they 

will be selling. This suggests that there are certain ways of organising and acting under 

uncertainty that may be better than others (Alvarez & Barney, 2005; Sarasvathy, 

Venkataraman, Dew, & Velamuri, 2002; Sarasvathy, 2001). While Kirzner in his market 

level treatment of the entrepreneurial function does not explicitly address, what he refers to 

as the “secrets of successful entrepreneurship” (Kirzner, 2009: 145), he does provide a 

theoretical foundation for an exploration of these “secrets”. The theory of effectuation has 

made significant forward strides in demonstrating the value of participatory and iterative 

strategies in conditions of uncertainty (Sarasvathy, 2008). Future research into various 

resourceful strategies and tactics such as bricolage (Baker, 2007; Baker, Miner, & Eesley, 

2003; Baker & Nelson, 2005; Garud & Karnøe, 2003), exaptation (Dew, 2007; Dew, 

Sarasvathy, & Venkataraman, 2004) and improvisation (Baker, et al., 2003) will most 

likely add to our understanding of how entrepreneurs can manage uncertainty once the 

decision to act has been taken. Similarly, the resurging exploration of Austrian economics 

has resulted in interesting findings concerning the organisation of ventures under 

uncertainty (Foss & Klein, 2012). This leads us to proposition 3: 
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Proposition 3: Kirzner Mark II provides an adequate description of entrepreneurial 

processes that take place in uncertain contexts. 

 

An essential research avenue is thus the exploration of how entrepreneurs experience, 

encounter and manage uncertainty. Much interesting work is already on-going in this 

respect (see e.g. Alvarez & Barney, 2005; McKelvie, Haynie, & Gustavsson, 2011; 

McMullen & Shepherd, 2006; Read, Dew, Sarasvathy, Song, & Wiltbank, 2009). In 

particular, the various behaviours and heuristics employed by entrepreneurs (e.g. bricolage, 

effectuation, improvisation, exaptation, co-creation, relationship building) warrant further 

inspection under a Kirzner Mark II view (cf. Venkataraman, Sarasvathy, Dew, & Forster, 

2012); i.e. how and when are such actions and heuristics deployed and to what effects?  

 

Pressing research questions relating to uncertainty thus include: How do entrepreneurs 

experience uncertainty; how does the experience of uncertainty influence the 

entrepreneurial process; and how and in what situations do entrepreneurs organize for 

uncertainty (as opposed to risk)?  

The Nature of Opportunities 

In the atemporal world of Kirzner Mark I, it is perfectly reasonable to view opportunities as 

having objective existence. The notion of objective opportunities has been adopted in the 

hugely successful discovery view, which has dominated the entrepreneurship research field 

for more than a decade. In Kirzner Mark II, the nature of opportunities is less 
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straightforward. Here, we can speak of opportunities as existing only in the metaphorical 

sense of signifying the tendency of the market to equilibrate (Klein, 2008). At the level of 

firms and individuals, it becomes meaningless to speak of opportunities as something that 

exists and can be subject to entrepreneurial action and research. In Mark II, we may more 

appropriately refer to opportunities as imagined (Foss & Klein, 2012; Klein, 2008). What is 

central here is that entrepreneurs “imagine opportunities” in future states (Berglund, 2007a; 

Chiles, Elias, Zarankin, & Vultee, 2013; Foss & Klein, 2012). These imagined 

opportunities are subjective images similar to what Davidsson (2012)  refers to as “new 

venture ideas”. The entrepreneur thus acts to realise the imagined opportunity, and in doing 

so seeks to bring about the desired future state of affairs (Kirzner, 1982, 1985b). Of 

particular importance here thus becomes the judgments (Foss & Klein, 2012), investments 

(Foss & Klein, 2012; Sarasvathy, 2008), and actions (Sarasvathy & Venkataraman, 2011) 

of the entrepreneurs as they explore the viability of the imagined opportunities and seek to 

create a favourable future state of affairs. This leads us to proposition 4: 

 

Proposition 4: Kirzner Mark II provides an adequate description of entrepreneurial 

processes that take place over a duration of time and in an uncertain context in which 

entrepreneurs iteratively develop and alter their imagined opportunities. 

 

An important avenue for research is thus a continued effort to understand how 

entrepreneurs make conjectures about future states of affairs, as well as how entrepreneurs 

creatively engage in the iterative development of new means-ends combinations (cf. 

Kirzner, 1985b). In other words, any stream of research that explores how entrepreneurs 
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make and alter conjectures, generates and transforms creative ideas both individually and in 

collaboration with others is key in a Mark II view (Fletcher, 2006; Garud & Karnøe, 2003; 

Korsgaard, 2011, 2013; Krueger & Day, 2010). Pressing research questions may include: 

How are new opportunities imagined; and how are imagined opportunities developed in the 

entrepreneurial process?  

IMPLICATIONS FOR RESEARCH 

There is great potential in integrating individual and firm level research with market and 

system level economic explanations of the entrepreneurial function. This is true both in 

general and in the specific case of Austrian economics (cf. Chiles, Bluedorn, & Gupta, 

2007; McMullen & Shepherd, 2006; Venkataraman, 1997). For instance, system level 

explanations can be a source of good micro-level research ideas (Chiles, et al., 2007), and 

can generally provide coherence among seemingly fragmented empirical research findings 

by providing overarching frameworks that relate findings and establish common ground. As 

such, it can serve to enhance the legitimacy of the field as a whole (Venkataraman, 1997). 

 

We argue that there is further potential for integrating the market level economic theories of 

Austrian economics with individual and firm level research in the entrepreneurship field. In 

this we are similar to Chiles and colleagues (Chiles, et al., 2007; Chiles, Tuggle, 

McMullen, Bierman, & Greening, 2010; Chiles, Vultee, Gupta, Greening, & Tuggle, 2010) 

as well as Foss and Klein (2012) who suggest that the entrepreneurship field may benefit 

from a broader reading of Austrian works. But, unlike these scholars, we suggest that we 

need not replace Kirzner with Lachmann, Mises or Knight. Instead, we show that there is 
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also great potential in reading more Kirzner, and in particular those parts of Kirzner’s 

oeuvre that embrace uncertainty, creativity and the passage of time; what we have termed 

Kirzner Mark II.  

 

By acknowledging the value of both Kirzner Mark I and II, we believe that a better 

foundation for entrepreneurship research can be established. Taking as point of departure 

the theoretical propositions regarding time, uncertainty and creative action in pursuit of 

imagined opportunities, Kirzner Mark II provides a coherent theoretical grounding that ties 

together many contemporary trends and developments in the field, and also indicates broad 

areas for further inquiry, similar to the way Kirzner Mark I drew focus to opportunities, 

discovery, and processes of exploitation (cf. Shane and Venkataraman 2000). The emphasis 

on these issues also suggests certain methods and research designs suitable for empirical 

investigations. While outlining detailed designs is beyond the scope of this paper, we hope 

to clarify the implications of our propositions by suggesting a number of testable 

hypotheses coupled with appropriate research methods and variables for investigating 

these. We focus on three methods that stand out as particularly useful: longitudinal case 

studies (McMullen & Dimov, 2013; Nell, 2010; Van de Ven & Engleman, 2004; Yang & 

Chandra, 2013), agent based simulations (Nell, 2010; Yang & Chandra, 2013), and 

phenomenological interviews (Berglund, 2007a; Berglund, 2007b; Cope, 2005; Fiet, et al., 

2013). 

 

The Kirzner Mark II view aligns well with the long-standing call for longitudinal process 

studies in entrepreneurship research (McMullen & Dimov, 2013; Van de Ven, 2007; Van 
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de Ven & Engleman, 2004). According to Kirzner Mark II, the introduction of multiple 

time periods fundamentally changes the entrepreneurial function and process. Designs that 

will help us understand the difference between Mark I and II processes, where time has 

limited and substantial influence respectively, are important. Furthermore, it is important to 

explore exactly how the introduction of time alters the entrepreneurial function and process. 

It is an implicit proposition in Kirzner Mark II that more time means more uncertainty, yet 

this may play out in different ways and with different effects in empirical reality. And the 

introduction of uncertainty is likely not the sole effect of time on entrepreneurial processes.  

 

Theory building longitudinal case studies provide a solid method for exploring processes 

over time (Eisenhardt, 1989; Eisenhardt & Graebner, 2007; Yin, 2009). Such studies will, 

in simplified terms incorporate time as the independent variable, and explore how time 

influences dependent variables such as the level and nature of uncertainty, as well as the 

nature of entrepreneurial opportunities and processes. 

 

Some case studies have already proven useful in this respect, giving initial insights into 

how entrepreneurs manage uncertainty, alter venture ideas, and develop opportunities 

through experimentation and creative iteration (see e.g. Baker & Nelson, 2005; Garud & 

Karnøe, 2003). An example of such an approach was adopted by Garud and Karnøe (2003) 

in their study of the emerging windmill industries of Denmark and the US.  

 

Agent-based simulation models can also be a useful method to explore patterns of 

entrepreneurial activity and environmental uncertainty over multiple time periods 
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(McKelvey, 2004; McMullen & Dimov, 2013; Yang & Chandra, 2013). Following 

Austrian economics in general, agent-based models seek to explain macrolevel outcomes 

from microlevel interactions. The actors in the simulation are modelled individually to 

adopt different strategies and have different preferences. The macrolevel outcomes emerge 

from the interactions between heterogeneous actors over multiple time periods, in a way 

that is analogous to how the market process is depicted in the Austrian tradition (Nell, 

2010).  Agent-based simulations can thus be designed to explore the relation between time 

and uncertainty. In particular it is possible to manipulate the duration of entrepreneurial 

processes to explore effects both on the level of uncertainty as well as successfulness of 

strategies adopted. It is also possible to manipulate the level of uncertainty or 

environmental dynamism (Davis, Eisenhardt, & Bingham, 2007), and explore at which 

point certain entrepreneurial strategies are suitable. An approach somewhat similar to this 

was adopted by Gavetti et al. (2005) in their agent based simulation of strategic decisions 

based on analogy or local search as different approaches adopted by heterogeneous actors. 

Such a study demonstrates the potential of simulating different strategies adopted under 

different circumstances leading to unpredictable and non-trivial results (Davis, et al., 2007). 

 

Phenomenology as a methodological perspective also dovetails nicely with the Austrian 

principle of subjectivism and its strong rejection of scientism (Hayek, 1942). It is therefore 

no surprise to find that the two have a long and shared history (cf. Madison, 1994). As a 

method, phenomenology focuses on individual’s experiences of phenomena or situations, 

rather than on their objective properties. Stated differently, focus is on the subjects rather 

than the objects of human action (Berglund 2007b). Based on systematic analyses of rich 
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qualitative data, e.g. from interviews, action-research, ethnographies or diaries, researchers 

seek to describe how individuals experience a phenomenon or situation. Things like 

entrepreneurial opportunities are thus not considered to exist in and of themselves, but 

rather in the ways individuals experience and interpret them. This is important, not least 

because it influences how these individuals act (Berglund, 2007a; Foss, et al., 2008). The 

connection between subjective perceptions and behavior is also made by Davidsson and 

Tonelli (2013) in their recent call to replace the “objectivist notion of opportunities” with 

new venture idea; a term that the authors believe better captures “the subjective perceptions 

that guide entrepreneurial action” (Davidsson & Tonelli, 2013: 7). The value of interviews 

based on the phenomenological tradition – phenomenological interviews – has been 

demonstrated in the entrepreneurship field already in Fiet et al. (2013) and Berglund’s 

(Berglund, 2007a) studies on opportunities as well as Cope’s (2011) work on learning and 

failure. 

 

Based on these three methods – longitudinal case studies, agent based simulations, and 

phenomenological interviews – table 2 summarizes a number of suggestions for how to 

empirically investigate the theoretical propositions developed in the paper. This table is by 

no means complete and the variables included are only crudely operationalized. Still, the 

table demonstrates how key concepts and insights from Kirzner Mark I and II can inspire 

empirical research and help further develop our understanding of entrepreneurship.  

 

Insert table 2 about here 
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IMPLICATIONS FOR PRACTICE 

With respect to the practice of entrepreneurship it is well established that a focus on 

uncertainty rather than risk, and opportunity creation rather than discovery, generates very 

different normative models for entrepreneurial action (see e.g. Alvarez & Barney, 2007; 

Read, Sarasvathy, Dew, Wiltbank, & Ohlosson, 2011). The presence and importance of 

uncertainty is also central to many influential practitioner-oriented theories. One example is 

the Lean Startup literature, where Steve Blank (2005), Eric Ries (2011) and others 

formulate a set of principles that, based on an imagined opportunity, focus on formulating 

venture hypotheses and then quickly and efficiently testing these, often by engaging with 

customers and other stakeholders. The central premise is that the venture is developed in 

the face of great uncertainty, which implies that the entrepreneur’s main priority is to learn 

as efficiently as possible. This approach rejects the traditional discovery-planning-

execution model of entrepreneurship, as presented in numerous textbooks building on an 

opportunity discovery view (see e.g. Barringer & Ireland, 2008; Mariotti, 2007; Wickham, 

2006). The same line of thinking is embodied in discovery-driven planning (cf. McGrath, 

2010) as well as in Mullins and Komisar’s (2009) idea of iterating to a plan B as fast as 

possible. They argue that since the predictions of entrepreneurs are likely to be wrong, it is 

best to have them rejected as quickly and cost efficiently as possible. This approach skips 

the traditional business-planning phase for a hands-on test of specific assumptions made by 

the entrepreneurs about what customers want. While different in some respects, we note a 

strong coherence between the experimental and iterative approaches of these practitioner-

oriented works and the transformative change pursued in the theory of effectuation. Both 

embrace uncertainty and regard “opportunities” as tentative, and both provide a set of 
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principles to guide entrepreneurial action in the face of this uncertainty (Read, et al., 2011). 

While the merits of specific principles and guidelines may be debated, it is nevertheless 

clear that a Kirzner Mark II view, with its emphasis on uncertainty and creativity, calls for 

this type of uncertainty embracing prescriptive theories (cf. Harper, 2002). This stands in 

sharp contrast to the Kirzner Mark I view, which is closer in spirit to the traditional 

discovery-planning-execution view of entrepreneurship.  

LIMITATIONS 

While we see great promise in Kirzner Mark II, a further integration of this view and 

entrepreneurship research is not without limitations and challenges. Mainly, there are some 

inconsistencies in what we here refer to as Kirzner Mark II, primarily resulting from 

Kirzner’s continued insistence on coherence between Mark I and II. From the perspective 

of entrepreneurship research it is a source of some confusion that Kirzner insists on 

retaining the concepts of discovery and alertness in a multiple time-period scenario 

(Buchanan & Vanberg, 1991; Klein, 2008). We acknowledge that from a post hoc detached 

system level perspective it makes sense to metaphorically speak of inter-temporal 

coordination, and hence of discovery and alertness in a multi-time period view. We 

furthermore acknowledge Kirzner’s ambition of building a bridge or taking the middle 

ground between Austrian subjectivism and mainstream neoclassical economics, which is 

probably the main reason for maintaining this vocabulary across Mark I and Mark II texts. 

We do, however, propose that this terminology has created confusion in the translation of 

market level explanations of the entrepreneurial function into concepts and constructs for 

firm and individual level research. The greatest of care must be shown in this translation. 
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This, however, does not detract from neither Kirzner Mark I nor Mark II’s insightful 

descriptions of the entrepreneurial function and how it can serve as a solid foundation for 

current and future entrepreneurship research. We thus propose a continued bold borrowing 

from Kirzner. 

CONCLUSION 

In sum, this paper has proposed that Kirzner’s work should be divided into Mark I and 

Mark II versions. We have argued that Mark I, despite offering a deliberately simplified 

view of the entrepreneurial process, has been instrumental in moving the field forward for 

more than a decade. However, the Mark I inspired discovery view is facing increasing 

challenges, and we have argued that many of these can be fruitfully addressed from a Mark 

II perspective. Specifically, Mark II has the potential of providing an integrating theoretical 

framework that comprises time, uncertainty and entrepreneurial creativity. In its emphasis 

on these issues, we also noted that Kirzner Mark II is well aligned with several promising 

entrepreneurship research streams that are typically not labelled Kirznerian – but in many 

cases quite the opposite. Interestingly, they share an emphasis on time, uncertainty and 

creative action in pursuit of imagined opportunities. By grounding them in the central 

concepts of Kirzner Mark II, we hope that entrepreneurship researchers will not only 

discover the richness of Kirzner’s work, but also once again rally around Kirznerian ideas 

and in doing so move the field forward with focus and energy.  
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Table 1: Summary of the differences between Kirzner Mark I and Mark II. 

 Kirzner Mark I Kirzner Mark II 

Central idea Disequilibria exist in markets – and 

are reduced by arbitrage.  

Uncertainty exists in markets – and is 

reduced by creative construction. 

View of time The passage of time is not 

emphasised  

Time is essential. 

View of opportunities Objectively existing arbitrage 

opportunities. 

Imagined and subjectively 

constructed. 

View of alertness and agency Alertness is reactive and leads to 

discovery. 

Alertness is proactive and comprises 

both speculation and creativity. 

Primary audience Economists. Austrian economists or 

entrepreneurship scholars. 

Key works by Kirzner  Kirzner 1973, 1997. Kirzner 1982/1985 (book chapter), 

1999, 2009. 

Examples of corresponding 

works in the entrepreneurship 

field 

Venkataraman 1997, Shane 2000, 

Shane & Venkataraman 2000, Shane 

2003, Gaglio & Katz 2001, Kaish & 

Gilad 1991, Baron 2004 & 2006, 

Mitchell et al. 2004, Busenitz 1996.   

Klein 2008, Dimov 2007, 

Ardichvili et al. 2003, McMullen & 

Shepherd 2006,   

Sarasvathy et al. 2002.  
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Table 2: Overview of research designs 

Theoretical 

propositions 

Testable 

hypotheses 

Level of analysis Method Independent 

variables 

Dependent 

variables 

Sources of 

methods 

inspiration 

Proposition 1: 

Kirzner Mark I 

provides an 

adequate 

description of 

entrepreneurial 

processes that take 

place in stable 

environments where 

entrepreneurs 

possess knowledge 

that allows them to 

foresee the central 

effects of their 

actions. 

 

Proposition 

3: Kirzner Mark II 

provides an 

adequate 

description of 

entrepreneurial 

processes that take 

place in uncertain 

contexts. 

Entrepreneurs 

perceive their 

opportunities as 

having objective 

existence or as 

being tentative  

conjectures, 

depending on the 

expected level of 

uncertainty facing 

the venture 

The individual Phenomenological 

interviews 

Uncertainty facing 

the venture, as 

perceived by the 

entrepreneur 

Nature of the 

opportunity, as 

perceived by the 

entrepreneur 

Berglund 2007a, 

2007b, Cope 2011, 

Fiet et al. 2013 

The entrepreneurial 

process will be 

more or less 

linear—i.e. 

comprising 

discovery, 

evaluation and 

exploitation—

depending on the 

level of uncertainty 

facing the venture. 

The entrepreneurial 

process 

Longitudinal case 

studies 

 

 

 

Simulation studies 

Uncertainty facing 

the venture (cf. 

Davis, Eisenhardt, 

& Bingham, 2009) 

Nature of the 

entrepreneurial 

process (linear or 

iterative) 

Garud & Karnøe 

2003 

 

 

 

Davis et. al. 2009. 

Proposition 2: 

Kirzner Mark II 

provides an 

adequate 

description of 

entrepreneurial 

processes that take 

Entrepreneurs’ 

perceive their 

opportunities as 

having objective 

existence or being 

tentative  

conjectures, 

The individual Phenomenological 

interviews 

Duration of the 

process, as 

anticipated by the 

entrepreneur 

Nature of the 

opportunity, as 

perceived by the 

entrepreneur 

Berglund 2007a, 

2007b, Cope 2011, 

Fiet et al. 2013 
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place over a 

duration of time in 

which the relevant 

conditions alter 

significantly. 

 

depending on the 

expected duration 

of the 

entrepreneurial 

process. 

The entrepreneurial 

process will be 

more or less 

linear—i.e. 

comprising 

discovery, 

evaluation, and 

exploitation—

depending on the 

duration of the 

entrepreneurial 

process. 

The entrepreneurial 

process 

Longitudinal case 

studies 

 

 

 

Simulation studies 

Duration of the 

entrepreneurial 

process 

Nature of the 

entrepreneurial 

process (linear or 

iterative) 

Van de Ven et al. 

1999 

 

 

 

Gavetti & Rivkin 

2005 

Proposition 4: 

Kirzner Mark II 

provides an 

adequate 

description of 

entrepreneurial 

processes that take 

place over a 

duration of time and 

in an uncertain 

context in which 

entrepreneurs 

iteratively develop 

and alter their 

imagined 

opportunities. 

 

During the 

entrepreneurial 

process, 

entrepreneurs’ 

imagined 

opportunity will 

change more or less 

depending on the 

uncertainty facing 

the venture. 

 

The individual Phenomenological 

interviews 

 

 

 

 

 

 

 

 

Uncertainty facing 

the venture (cf. 

Davis, et al., 2009) 

 

Intervening 

Variable: Nature of 

the entrepreneurial 

process (linear or 

iterative) 

Change in the 

nature of the 

opportunity, as 

perceived by the 

entrepreneur 

Berglund 2007a, 

2007b, Cope 2011, 

Fiet et al. 2013 

 

 

 

 

 

 

 

 

During the 

entrepreneurial 

process, 

entrepreneurs’ 

opportunity 

perceptions will 

change more or less 

depending on the 

duration of the 

The individual Phenomenological 

interviews 

Duration of the 

entrepreneurial 

process 

 

Intervening 

Variable: Nature of 

the entrepreneurial 

process (linear or 

iterative) 

Change in the 

nature of the 

opportunity, as 

perceived by the 

entrepreneur 

Berglund 2007a, 

2007b, Cope 2011, 

Fiet et al. 2013 
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entrepreneurial 

process. 
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