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Abstract 
 
 

This paper elaborates Kirzner’s concept of entrepreneurial alertness by three antecedents: 
awareness, motivation, and capability, and investigates these antecedents and consequences of 
entrepreneurial alertness in a self-employment context, franchise chain. The research context is in 
the largest franchise taxi fleet in Taiwan. The results found environmental scanning (represented 
for awareness), psychological ownership (represented for motivation), prior performance, level of 
education, and working duration in the franchise (represented for capability), all affect the 
entrepreneurial alertness and then consequently influence likelihood of entrepreneurial action. 
Theoretical and practical implications are discussed.  

Keywords: entrepreneurial alertness, awareness-motivation-capability, opportunity, entrepreneurial 
action. 

 
Introduction 

 
Entrepreneur requires acts to initially achieve payoffs by alerting and utilizing entrepreneurial 

opportunities (McMullen & Shepherd, 2006; Hitt et al., 2001) from his entrepreneurial alertness 
which refers an attitude of receptiveness to available, but hitherto overlooked opportunities 
(Kirzner, 1997). Researchers regard entrepreneurship as the actions or processes of pursuing 
business opportunities to create value or expand business through taking risks and embracing 
uncertainty (Hitt et al., 2001). Many researchers (e.g., Shane 2000) traditionally focused on 
understanding cognition and behavior of entrepreneurs on the individual level. However, it has 
often neglected to address entrepreneurial action in terms of both knowledge and motivation 
(McMullen and Shepherd, 2006). This has produced a number of theories of the entrepreneur that 
are incomplete when used at the individual level of analysis.  
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By combining both literatures of competition and entrepreneurship, Hayek has pointed out that 
“competition is a dynamic process whose essential characteristics are assumed away by the 
assumptions underlying static analysis (Hayek 1948, p. 94), and further, he also emphasized the 
nature of competition as a “discovery procedure”(1978, P.179). Following Hayek’s arguments, 
Kirzner (1997) built a framework of entrepreneurial alertness from rivalries competition to explain 
the importance of role of discovery and of dynamic process of entrepreneurial discovery, and also 
create a construct of entrepreneurial alertness to explain how individual entrepreneur recognize 
and exploit opportunities. Although some researches have made a lot of effort to understand how 
entrepreneurial discovery works in the competition, most of them have ignored doing research 
from action-based analysis which had already used by competitive dynamics field. The purpose of 
this paper is to elaborate Kirzner’s concept of entrepreneurial alertness through the 
Awareness-Motivation-Capability (AMC) perspective (a well-known lens in competitive 
dynamics research) and to investigate the antecedents of entrepreneurial alertness in a 
self-employment context, a franchise chain.  

The notion of entrepreneurial alertness has received much attention from entrepreneurship 
research over the last three decades. Kirzner (1973) has built the concept of entrepreneurship 
alertness upon the foundation of human action theory (Mise, 1949), for explaining entrepreneurial 
recognition of opportunities. Entrepreneurial alertness leads individuals to make discoveries that 
are valuable to the satisfaction of human wants. The role of entrepreneurs lies in their alertness to 
hitherto unnoticed opportunities, through which entrepreneurs can discover and exploit situations 
in which they are able to take entrepreneurial actions. 

Alertness is like an “antenna that permits recognition of gaps in the market that give little 
outward sign” (Gilad et al., 1988). But it still is not clear what mechanisms trigger this antenna 
(entrepreneurial alertness) for entrepreneurship. Traditionally, motivational theories suggest that 
there are three behavioral drivers which influence an individual’s decision to act or respond: 
awareness, motivation, and capability (Atkinson, 1964; Rotter, 1954; Vroom, 1964). This 
Awareness-Motivation-Capability perspective postulates that three behavioral drivers influence an 
entrepreneurial decision to act or respond: (1) Awareness refers to how an individual cognizes an 
opportunity in the competitive environment; (2) Motivation accounts for the incentives that drive 
the entrepreneur to undertake actions in the context of competitive dynamics; (3) Capability 
reflects the entrepreneur’s resources or knowledge that underpins his/her ability to execute 
competitive actions (Chen et al., 2007).  These three components form the basis for an integrated 
theoretical perspective to explain opportunity identification and entrepreneurial actions.  
Consistent with the original theorization of motivation, they can be applied equally to predict an 
individual entrepreneur’s competitive actions and responses. 

In addition, in competitive dynamics research (Smith, et al, 2001), individual AMC 
components are manifested in a range of variables; yet this was abandoned at a still 
quasi-psychological stage before individual AMC-performance relationships were even 
investigated. For instance, Chen et al. (2007) established AMC as a firm level concept examining 
“competitive tension”, as constructed from managers’ and industry stakeholders’ competitor 
assessments. In contrast, this paper shifts the unit of analysis from firm level back to individual 
level, looking at the entrepreneurial activity of the entrepreneur and knowing how AMC affects 
entrepreneur’s alertness towards opportunities.  
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In this empirical study, we selected franchisees aligned in Taiwan High-tech Transportation 
(THT), the largest taxi franchising fleet in Taiwan, as our research setting. THT is a taxi franchise 
which has used Global Positioning System (GPS) dispatch system technology for almost five years 
since 2001. All of THT’s drivers are franchisees (self-employed entrepreneurs), who possess their 
own cabs by using THT brand name and the MDT (Mobile Data Terminal) in order to add an extra 
instrument to boost their income and to compete for customers on the street. This franchise setting 
is beneficial for observing what kinds of antecedents trigger a franchisee’s alertness for completing 
on-call jobs assigned by GPS dispatching call center or searching for customers on the street.  

This article makes a number of contributions to the literature and particular implications. First, 
we offer a conceptual model of entrepreneurial alertness that demonstrates how the entrepreneur’s 
awareness, motivation, and capability significantly alter our understanding of the entrepreneurial 
behavior in the context of a franchise. Second, we use the proposed model to reinterpret theories of 
entrepreneurial alertness, thereby enhancing these highly influential behavioral models’ predictive 
validity of entrepreneurial action at the individual level. Third, by testing an empirical study from 
THT franchise context at individual level, we demonstrate the conceptual model of entrepreneurial 
action that makes an important distinction between entrepreneurial alertness (opportunity 
discovery at the cognition level) and entrepreneurial action while explicitly recognizing that 
awareness, motivation, and capability must be considered concomitantly when examining the 
entrepreneurial process in the initial action by an entrepreneur.  

The paper is structured as follows. The second (next) section reviews the literature on 
entrepreneurial alertness and action at the individual level in order to highlight the importance of 
knowledge and motivation within the context of competitive dynamics and to subsequently 
confirm the AMC perspective’s postulation that three behaviors influence an entrepreneur’s 
decision to act or respond (Chen et al., 2006). Second, through establishing a theoretical basis from 
the last session, we develop hypotheses for each antecedent and consequent of entrepreneurial 
alertness. The third section explains the quantitative method employed for data collection and 
analysis, using regression analysis. The fourth section presents the findings. Finally, we discuss the 
theoretical and practical implications of this study and address further areas of empirical research 
for constructing a more nuanced method of approaching individual entrepreneur phenomena.   

Theoretical Background 

Entrepreneurship and Entrepreneurial Action 
Entrepreneurship is a psychological property of individuals which can be described in terms 

such as creativity, daring, aggressiveness, and the like (Wilken, 1979: p. 58). Hebert and Link 
(1988) defined the entrepreneur as “someone who specializes in taking responsibility for and 
making judgmental decisions that affect the location, the form, and the use of goods, resources or 
institutions”. Entrepreneurship theory on the individual level describes being an entrepreneur is to 
act on the possibility which one has identified as an opportunity worth pursuing (McMullen and 
Shepherd, 2006)1.  

 
1 It is widely thought that entrepreneurs are extreme types – driven, independent, rebellious risk-takers (Collins, Moores and 
Unwalla, 1964; Kets de Vries, 1990). We are interested in the entrepreneur as an organizational or economic function that is 
filled by an individual, rather then as a personality (i.e. innovative, risk seeking, etc.) or position (i.e. small business manager, 
owner, etc.), where the entrepreneur traditionally has been conceptualized in this manner (McMullen and Shepherd, 2006: 
134).  
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Entrepreneurship requires actions, so action for pursuing opportunity becomes a unit level of 
analysis for entrepreneurship research. Furthermore, entrepreneurship action involves an 
entrepreneur’s prior knowledge and motivation (Higgins and Kruglanski, 2000) so that how the 
entrepreneur’s knowledge and motivation affect entrepreneurial action becomes a central issue in 
micro analysis of entrepreneurship. McMullen and Shepherd (2006) demonstrated that action is 
central to most theories of entrepreneurship and provided various elements of action that must be 
considered concomitantly when determining whether one will act entrepreneurially, which are an 
entrepreneur’s knowledge, motivation, and stimulus. In addition, entrepreneurship requires one not 
just to decide to act, but entrepreneurs also respond to and create change through their 
entrepreneurial actions, where entrepreneurial action refers to behavior in response to a 
judgmental decision under uncertainty about a possible opportunity for profit (McMullen and 
Shepherd, 2006: 134).  

Because an individual must ultimately act to become an entrepreneur, and because action 
involves knowledge and motivation (Higgins & Kruglanski, 2000; McMullen and Shepherd, 
2006), failure to address entrepreneurial action in terms of both knowledge and motivation has 
produced a number of theories of the entrepreneur that are incomplete when used at the individual 
level of analysis. 

Entrepreneurial Alertness and Its Antecedents  
An opportunity exists only if it is perceived by the entrepreneur. Even the most obvious 

opportunity can be ignored by a person who is not motivated to see it (Yu, 2001). In the other 
words, individuals will not discover any profit opportunity if they switch off their alertness 
systems. Alertness is like an “antenna that permits recognition of gaps in the market that give little 
outward sign” and entrepreneurs always position themselves on the high ground where signals of 
market opportunities can more easily strike them (Gilad et al. 1988). However, we know relatively 
little about what constitutes entrepreneur’s alertness. One view contends that actors increase 
alertness and hence innovate when human agents tend to notice that which it is their interest to 
notice (Kirzner, 1980)  

In most prior studies, entrepreneurial alertness was viewed as awareness defined as a 
propensity to notice and be sensitive to information about objects, incidents, and patterns of 
behavior in the environment (Ray and Cardozo, 1996). In addition, in keeping with several 
researches, they claimed that personality characteristics and the environment interact to create 
conditions that foster higher entrepreneurial awareness (cf. Shapero, 1975; Sathe, 1989; Hisrich, 
1990). In a nutshell, they claimed that higher alertness increases the likelihood of an opportunity 
being recognized (Ardichville et al., 2003).  
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Next, drawing on the Austrian economics argument that entrepreneurship exists because of 
information asymmetry between different actors (Hayek, 1945). Shane’s empirical study (2000) 
found that entrepreneurs discover opportunities because their prior knowledge triggers alertness of 
the value of the new information. In the other words, people’s idiosyncratic capability creates a 
sense of entrepreneurial alertness that allows them to recognize certain opportunities, but not 
others (Ronstadt, 1988). Besides, motivational theories suggest an individual’s actions should be 
triggered by motivation, which derives from the individual’s self-incentive or self-benefits. 
Entrepreneurial alertness will be higher when entrepreneurs have strong internal or external 
incentives to act. Such incentives may be internal or external to the actor (Miller and Chen, 1994). 

In competitive dynamics research (Smith, et al., 2001), the AMC perspective postulates that 
three behavioral drivers influence a firm’s decision to act or respond: awareness, motivation, and 
capability (Chen, 1996).  The AMC components are manifested in a range of variables, including 
action visibility and firm size (Chen & Miller, 1994) for awareness; territorial interests in different 
markets (Gimeno, 1999) for motivation; and execution difficulty and information processing 
(Smith, Grimm, Gannon, & Chen, 1991) for capability. To extend the AMC perspective to 
entrepreneurial action analysis (and the study of opportunity identification) at the individual level, 
we focus on how AMC elements influence entrepreneur’s action through entrepreneurial alertness.  
We argue that each AMC component at the individual level affects entrepreneurs’ perceptions of 
opportunity identification and hence triggers his entrepreneurial alertness.  In the context of this 
research, awareness is indicated as an entrepreneur’s (cabby’s) sense of scanning the environment 
(both geography and the opportune moment), which captures how an entrepreneur is sensitive to 
change or opportunity of outside environment (e.g. stream of people).  Motivation is reflected by a 
franchise driver’s degree of psychological ownership (PO) towards the franchising brand, which 
highlights entrepreneur’s propensity to taking self-interested behavior that provides the incentives 
or rewards for an entrepreneur.  Capability is signaled by an entrepreneur’s human capital in terms 
of the driver’s prior performance, level of education, and working duration in THT fleet, in order 
to assess entrepreneurship opportunity; this ability in turn influences execution of the 
entrepreneurial action by the entrepreneur. 

Hypothesis 

This section first applies the AMC perspective to examine how entrepreneur’s environmental 
scanning, psychological ownership, and human capital affect entrepreneurial alertness.  It then 
investigates the impact of this construct on the individual’s entrepreneurial action.  Figure 1 
summarizes our research model. As illustrated in the figure 1, entrepreneurial alertness sharply 
articulates the conceptual link between AMC components and entrepreneurial action.  

----------------------------------- 
 Inset Figure 1 about here  

-----------------------------------  
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AMC Antecedents of Entrepreneurial Alertness 
Environmental scanning:  Information undoubtedly plays a critical role in entrepreneurial 

action. Kirzner (1973) posit information and information-seeking behavior as the central tenets of 
entrepreneurial alertness. Kaish and Gilad (1991) suggest that entrepreneurs heighten their 
alertness to possible business opportunities by using different types of information to project the 
potential of new business opportunities. Based on this theoretical basis, we propose that 
entrepreneur’s environmental scanning would have a positive relationship with his entrepreneurial 
alertness. Accordingly, we predicted that:  

Hypothesis 1: In the franchise chain, a franchisee’s level of entrepreneurial alertness will be 
positively related to his level of environmental scanning.  

Most of prior researches about knowing relationship between entrepreneur’s characteristics 
and entrepreneurial action emphasize on uncertainty-related or risk lens (see McMullen & 
Shepherd, 2006), but they seldom assess the entrepreneur’s actions and alertness from motivation 
(Higgins & Kruglanski, 2000). One of motivations caused individual to become an entrepreneur is 
come from profit incentive which means entrepreneur owns the entire benefit of business based on 
ownership. Ownership structure is an important foundational theory to research entrepreneurship 
behaviors. However, ownership is not a sample concept (Tannenbaum, 1983: 326)2. Ownership is 
complex because it can be divided in many ways.  It can be divided among individuals or entities 
who share legal rights to the property (Rousseau & Sherling, 2003), and it also can be separated by 
physical objects in tangible form or by kinds of feelings (Beaglehole, 1932; James, 1892; Van 
Dyne & Pierce, 2004). In the context of franchise organization, we propose that psychological 
ownership would be a critical driver triggering entrepreneur’s alertness. We explain this construct 
more detail as below. 

Psychological Ownership (PO): PO means a state of mind in which the individual feels that a 
specific target (such as: object, organization, work, technology) is “Mine” or “Ours” (Furby, 1978; 
Pierce et al, 1991, Chiu et al., 2002). PO would influence people’s attitude, motivation and 
behavior (Van Dyne & Pierce, 2004). The core of PO is the feeling of psychological links between 
the feeling and target of the ownership (Belk, 1988; Dittmar, 1992), which means that specific 
things or objects become a part of the psychological identity of the individual (Pierce, Kostova, & 
Dirks, 2001)3.  

 

2 The concept of “ownership” is essential to the human society today. It provides a critical foundation of social norms 
and institutions. Scholars in the management field view ownership as a legitimate claim on specific property, which 
includes five kinds of rights: (1) the right to use; (2) residual control rights; (3) sharing in the profits; (4) access to 
information, and (5) participation in decision making regarding use of the assets. (Rousseau & Shperling, 2003). 
Through the arrangements of different kinds of rights, organizations could encourage employee participation and 
promote sharing knowledge among group members. The employer-employee relationship and utilization of human 
resources would be improved, while conflicts within the organization would decrease, resulting in improved 
organizational performance. 

 

3 In an organizational setting, economists have applied the concept of ownership to the studies of corporate governance. 
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Pierce, Kostova, and Dirks (2001) claim that the concept of PO can be directed at the 
organization (or workplace) as a whole or at specific aspects of the organization such as the group, 
job, work tools (i.e., a computer or production machine or work itself. Different targets of 
ownership can vary in salience, depending on the individual and the situation (Van Dyne & Pierce, 
2004: 442). We believe that this sense of possession for franchise is important to trigger 
franchisee’s entrepreneurial alertness. Accordingly, we predicted that: 

Hypothesis 2: In the franchise chain, a franchisee’s entrepreneurial alertness will be positively 
related to his level of psychological ownership for the franchise. 

Human Capital (capability) 
Human capital refers to knowledge or competence that is embodied in people (Becker, 1983). 

Becker (1975) uses economic logic to study individual decisions dealing with investments in 
productivity-enhancing skills and knowledge (schooling, training, firm-specific knowledge 
investment), career choices (decision to work, switching employment, labor mobility), and other 
work characteristics (wages, reservation wages, hours of work). Human capital theorists have 
likened the entrepreneurial decision to the more general case of an individual’s decision to take an 
action or response for opportunities (Evans and Leighton, 1989; Evans and Jovanovic, 1989; 
Capbell, 1995; Bates, 1995). Jovanovic (1982) claimed that people who enter self-employment 
gradually learn about their managerial ability by engaging in the actual running a business and 
observing how well they do. Based on literature of learning theory, people learn from what they 
have done. So we predict the prior performance will affect franchisee’s entrepreneurial alertness 
positively.  Accordingly, we predicted that: 

Hypothesis 3: In the franchise chain, a franchisee’s entrepreneurial alertness will be positively 
related to his prior performance.  

Education and training are the most widely accepted measure of human capital (Becker, 1983; 
Mincer, 1974).  In general, human capital poses information dilemmas in market transactions 
(Coff, 2002) so that people often hoard human capital or relies on cryptic signals in order to avoid 
the hazards or uncertainty in the market. Lucas (1978) suggested that persons having relatively 
more ability became entrepreneurs while those possessing relatively less became workers. So we 
predict that franchise who have higher level of education will positively influence his 
entrepreneurial alertness to opportunities.  

Hypothesis 4: In the franchise chain, a franchisee’s entrepreneurial alertness will be positively 
related to his level of education.   

 
(i.e. Hart, 1995; Shleifer & Vishny, 1997); entrepreneurship scholars research the influence of ownership and risk 

arrangement on the attitude of entrepreneurial teams. (i.e. Krueger & Brazeal, 1994); in contrast, researchers of 

organizational behavior and industrial relations focus on the psychological outcomes of employee ownership. Besides 

the field of management, the construct of ownership encompasses different perspectives like psychology and 

sociology. This multidisciplinary explanation helps scholars to understand the psychological perception of individual 

ownership. 
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A number of constraining forces embedding from entrepreneur’s prior experience may restrict 
his entrepreneurial alertness. Working duration in the franchise organization may be one of these 
constraints. The notion of inertia has received much attention from organizational theorist over the 
last three decades. Aldrich and Auster (1986), Hannan and Freeman (1984) and Singh (1990) and 
Miller and Chen (1994) have reviewed a vast literature that indicates that inertia increases with 
organizational age. The term of inertia is opposite to alertness in an organizational setting, so when 
individual has higher inertia which also means he has lower alertness to outside environment. The 
franchisee who has worked in the franchise for a long time may much apt to relay on precedent and 
to use entrenched formal routines and limited procedures. These can make opportunities more 
difficultly to be alerted and render its need hard to detect. We therefore hypothesize:  

Hypothesis 5: In the franchise chain, a franchisee’s entrepreneurial alertness will be negatively 
related to his working years in franchise organization.  

The Relationship between Entrepreneurial Alertness and Entrepreneurial Action 

Because an individual must ultimately act to become an entrepreneur, entrepreneurial action is 
central to most theories of entrepreneurship.  To be an entrepreneur is to act on the possibility that 
one has identified an opportunity worth pursuing (McMulien and Shepherd, 2006). In the other 
words, the entrepreneurial actions will be happen consequently from entrepreneurial alertness 
whether entrepreneurial action conceptualized as creation of new products or processes 
(Schumpeter, 1934), entry into new markets (Lumpkin & Dess, 1996), or the Creation of new 
venture Gartner (1985). From individual analysis level, we assume that people who has higher 
level of sensitive entrepreneurial alertness will much easier to take entrepreneurial action to fulfill 
the opportunities in market than others. 

Hypothesis 6: In the franchise chain, a franchisee’s entrepreneurial alertness will be positively 
related to his likelihood of entrepreneurial action.   

Method 

Sample and Research Context 
The level of competition directly affects the behavior of the agent whatever the contract type is. 

Especially in franchise systems, the pricing of services or goods is often pre-fixed (or strongly 
recommended) by the franchisor at the organization level. With less flexibility to response 
competition through adopting price strategy, the franchisee tends to increase his sales through 
other strategies, such as better quality of service or speed to market. Therefore, alerting 
opportunities from market of competitive dynamics plays a key role in assessing customers’ needs 
and delivering services. In other words, the franchise chain may not limit the franchisee’s tactics or 
competitive behaviors; on the contrary, which would encourage the franchisee more aggressively 
or alertly to act or response. 
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We chose to study a franchise chain to test our hypotheses because of its non-price 
competitiveness and the franchise’s characteristic that each individual entrepreneur belongs to the 
same brand umbrella within the franchise system. Moreover, in order to observe how an individual 
entrepreneur becomes alert to the opportunities in the context of competitive dynamics, we 
selected the cabbies, who belong to the same franchise chain, as entrepreneurs who compete for 
passengers in daily work by searching for opportunities on the street. THT (Taiwan High-tech 
Transportation), the largest taxi franchise using GPS dispatching technology in Taiwan, provides 
an excellent research setting to test our hypotheses about the entrepreneurial alertness.  

By paying around USD 90 in royalty per month, a THT taxi driver (franchisee) can rent a MDT 
(Mobile Data Terminal) installed in the cab for receiving on-call jobs from the dispatching center 
of the franchisor. For franchise drivers, the main purpose of joining the THT franchise fleet is to 
add an extra instrument to boost their income and decrease vacancy, because the rate of vehicle 
vacancy in Taiwan is over 70% on average. This research setting helps us to know how individuals 
compete with each other under the same franchise brand which means the individual entrepreneur 
can not change the pricing structure to compete, but rather must increase his alertness in pursuing 
customers or opportunities.  

Data Collection 
We conducted a two-step formal questionnaire survey in May 2005 (Time 1 period) and 

September 2005 (Time 2 period) administering the questionnaires to 246 (Time 1) and 437 (Time 2) 
franchisee drivers respectively working for THT.  All respondents were asked to put their 
identification number on the questionnaire so that the information provided could be linked to the 
individual franchisee’s performance data provided by THT headquarter.  After combining the two 
steps of the questionnaire, we gathered totally about 147 franchisees who had answered both 
questionnaires at different periods.  

Measurement of Variables  
Environmental scanning (represented for awareness) 

A taxi driver perceives the opportunity in the daily working environment by his knowledge 
about when and where the passengers will need rides. We measured this awareness about 
environmental scanning using the following five items at T1 period. (1) I know the peak hour and 
hot places for taxis in Taipei; (2) I know when and where I can find customers in different areas in 
Taipei; (3) I am familiar with the time and routes of traffic jams in Taipei; (4) I know clearly when 
there would be customers in those hot places for taxis; (5) I know when to go to certain places to 
look for customers.  A Likert-type scale was used to measure the responses to each item, anchored 
with 1 = strongly disagree to 6 = strongly agree.  A Likert-type scale was used to measure the 
responses to each item, anchored with 1 = strongly disagree to 6 = strongly agree. The Cronbach’s 
alpha of these two measures in our sample was .93 for awareness of the franchisee driver. 
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Psychological Ownership of the Franchise Brand (represented for motivation) 
Psychological ownership was measured using the Van Dyne & Pierce (2004) 7-item 

measurement instrument. In this study, we measured PO with respect to the attitude toward brand 
(THT here).  Following the example of the PO for the organization questionnaire designed by Van 
Dyne & Pierce (2004), we used possessive vocabulary such as reflected in everyday associations 
with property and possessions – “That idea was MINE,” This is MY office,” She is OUR 
daughter” – for our items (cf. Furby, 1978, 1991; Litwinski, 1947; Van Dyne, 2004). PO was 
measured with the following items scale at T1 period: (1) THT franchise brand is MINE; (2) I 
sense that THT franchise brand is OURS; (3) I feel a very high degree of personal ownership for 
the THT franchise brand; (4) I sense that the THT franchising brand is MINE; (5) The THT 
franchise brand is OURS; (6) Most drivers that work for THT feel as though they own the 
franchise brand, and (7) It’s hard for me to think about this franchise brand as MINE (reverse 
question).  A Likert-type scale was used to measure the responses to each item, anchored with 1 = 
strongly disagree to 6 = strongly agree. The Cronbach’s alpha of this construct measure in our 
sample was .91 for PO.  

Human Capital: Prior performance, level of education, and working duration in franchise 
(represented for capability) 

All of these data were provided by headquarter of THT.  

Entrepreneurial Alertness  
In this study, we measured opportunity alertness using the following five items at T2 period: (1) 

I can forecast where and when there will be dispatched fares; (3) Wherever I drive, I am trying to 
position myself to be in the most likely places and routes for assigned cases; (4) When I drive, 
besides the real map, there is also an invisible map in my mind that helps me to secure fares; (5) 
When I am driving or taking calls, I am still paying attention to the messages on the display, and I 
take down the messages about assigned fares. Each item response used a Likert-type scale 
anchored with 1 = strongly disagree to 6 = strongly agree. The Cronbach’s alpha of these two 
measures in our sample was .83 for entrepreneurial alertness. 

Likelihood of Entrepreneurial Action  

Be a cabby using GPS dispatching system in the franchise chain, the role of cabby like an 
entrepreneur who always keeps at competing for dispatching cases in the air, and at the same time, 
looking for passengers on the ground. In this research context, we define the biding for the booking 
job from call center is an entrepreneurial action in cabby’s daily work.  

In this study, we defined likelihood of entrepreneurial action as the on-call job bidding from 
GPS dispatch system during a specific period. The operational measurement is the total number of 
on-call job in which the driver executed dispatch assignment to bid passengers successfully. The 
data was obtained from THT’s dispatch system database. After completing the questionnaire 
survey, we collected franchise drivers’ on-call cases data; in all, we collected data representing the 
4 weeks following completion of the questionnaire (T3 period).  
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Control Variables  
We also measured three control variables, including: (1) age of driver; (2) driving experience 

in taxi industry; (3) cadre members or not (dummy variable). These data were also provided by 
THT headquarters. The purpose of controlling for these four variables was to make sure that 
demographic information was eliminated and to demonstrate the causal relationship between 
independent variables and dependent variables. 

Result 
Descriptive statistics including means, standard deviations, and Person Prodcut Moment 

correlations are reported in Table 1 which indicates that there are no problems of muti-colllinearity 
between the independent variables.  

----------------------------------- 
 Inset Table 1 about here  

-----------------------------------  

Table 2 shows the result of the regression analyses predicting three antecedents and 
consequence of entrepreneurial alertness. Model 1 is a basic model of the personal characteristics 
effects (control variables) on entrepreneurial alertness. It demonstrates that age of franchisee and 
cadre member have significant effects in the sample. Model 3 demonstrates relationships between 
three antecedents and entrepreneurial alertness. The result supported H1 strongly (β= .266 , 
p<0.01). The H2 demonstrates a positive relationship between psychological ownership and 
entrepreneurial alertness. The result also provides support for H2 (β= .18, p< 0.01). With regard to 
the relationship between capability and entrepreneurial alertness, the result provides support for 
positive relationship between prior performance and entrepreneurial alertness by H3 (β= .005, p< 
0.05), and for negative relationship between working duration in franchise and entrepreneurial 
alertness by H5 (β= -.212, p< 0.05), but only for marginal positive relationship between level of 
education and entrepreneurial alertness by H4 (β= .17, p< 0.1).  

----------------------------------- 
 Inset Table 2 about here  

-----------------------------------  

Lastly, Model 2 demonstrates a positive relationship between entrepreneurial alertness and 
likelihood of entrepreneurial action. The result supported H5 (β= .201, p<0.05).  

 

Discussion 

 
The central thesis of this research is that entrepreneur’s awareness (environmental scanning), 

motivation (psychological ownership), and personal capability (human capital: prior performance, 
level of education, and working experience,) would provoke entrepreneurial alertness for 
opportunities. This was confirmed. Hypotheses 1 to 5 is supported and they show that all three 
aspects of element – environmental scanning, psychological ownership, prior performance, level 
of education, and working experience – bear the expected relationships to entrepreneurial alertness 
in the context of franchise chain. Moreover, this sense of entrepreneurial alertness would then 
influence individual’s likelihood of entrepreneurial action which measured by number of biddings 
in our research setting of taxi franchise chain.  
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Implications  
Entrepreneurial alertness plays an important role in the process of opportunity identification 

and exploitation. Shaver & Scott (1991) asserted that anyone claiming an interest in the 
opportunity identification process among entrepreneurs would have to address the essential issues 
of how market environments are represented in the minds of entrepreneurs and whether these 
representations differed from those of other market actors in any substantial way. This article has 
detailed a conceptual model and tested by a data set from franchise chain designed to answer these 
questions based on AMC framework to the theory of entrepreneurial alertness.  

Kirzner (1973) was the first to use the term “alertness” to explain entrepreneurial recognition 
of opportunity. Several studies claimed that personality characteristics and the environment 
interact to create conditions that foster higher entrepreneurial alertness (ef. Gaglio & Taub, 1992; 
Hisrich, 1990). Embedded in this research line, Ray and Cardozo (1996) argue that any recognition 
of opportunity by a prospective entrepreneur is preceded by a state of heightened alertness to 
information. They called this state entrepreneurial awareness which is defined as propensity to 
notice and be sensitive to information about objects, incidents, and patterns of behavior in the 
environment and they claimed higher alertness increase the likelihood of an opportunity being 
recognized. However, some empirical studies found little empirical support for the positive 
relationship between alertness and opportunity reorganization (cf. Buzenitz, 1996). Hence, 
Ardichvili et al. (2003) indicated that the measures of entrepreneurial alertness need further 
development. This article echoes their appeal and provides another analytic lens integrated 
Awareness-Motivation-Capability together to explain antecedents and consequence of 
entrepreneurial alertness in the context of franchise chain.  

This study provides an integrative perspective on the relationships of the variables through 
AMC perspective. The findings suggest that personal awareness, motivation, and capability could 
be three important sources for entrepreneur’s alertness, and that entrepreneurial alertness would 
influence on likelihood of entrepreneurial action. By anchoring in the AMC perspective from 
competitive dynamics literature, our research conceptualizes entrepreneurial alertness, a construct 
intended to close a significant gap in the opportunity identification and entrepreneurial action. This 
study examines entrepreneurial alertness at the individual level within a franchise chain. 
Entrepreneurial alertness is defined as a set of perceptual and cognitive processes by which 
franchisees perceive to environment, possess a feeling of franchise ownership, and deal with 
situations through personal capability.  
 
F
 

uture Research: Entrepreneurial Action and Interpersonal Competition 

  Certainly, there are numerous possible explanations for our findings. Many of the results, 
however, can be interpreted through the lenses of interpersonal competition, especially within the 
context of franchise setting. In the franchise chain, franchisees use franchising brand and some 
specific equipment or goods, by paying royalty fee to satisfy customer’s needs in the meanwhile, 
competing with other suppliers, including both inter-brand-franchising and 
intra-brand-franchising competition. In our research setting, all of THT’s drivers install MDT in 
the cab for receiving on-call jobs from dispatch center of the franchisor and also for competing 
with other cabs (including THT drivers or non-THT drivers) on the street.  This franchise setting is 
beneficial for observing interpersonal competition happened among franchisees who have 
ownership for complementary assets of franchise instead of owning legal, formal ownership of the 
franchise.  
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In the most franchise chains, there exist some sorts of competitive tension between or among 
different franchisees based on their location, quality of service, or speed (time to market), 
customer relationship et al. This kind of competition in the intra-franchising chain may derive 
different situations and interesting assumptions which may change our previous research findings. 
We encourage other researchers to examine the interactive relationship and performance between 
interpersonal competition and among franchisees in the intra-franchise chain.  

Limitations  
Kirzner (1973, 1979, and 1985) has defined alertness in two ways: as “the ability to notice 

without search opportunities that have hitherto been overlooked (1979, p. 48) or “a motivated 
propensity of man to formulate an image of the future (1985, p. 56). In this empirical study, we 
integrate these two dimensions of entrepreneurial alertness into our measurements and also extend 
concept of entrepreneurial alertness to relate with entrepreneurial action. But for Kirzner’s theory 
of entrepreneurial alertness, the relevant domain on interest is the market or industry. In this theory, 
opportunity identification refers to the opportunity to offer new products, services, or processes to 
the market or industry. The “opportunity” to become self-employed in franchise chain or, in our 
research context, to look for passenger through on-call bidding in taxi franchise is irrelevant in 
Kirzner’s domain. Therefore, operational definitions of alertness in franchise chain we provided in 
this study, which brand, pricing, goods and service all have been limited or controlled by 
headquarter of franchisor, should be focus on market or customer opportunities and do not 
confound identification opportunities for new venture creation with identification of new goods 
and services (Gaglio & Katz, 2001).  

Conclusion 
The major theme for entrepreneurship from behavioral scientists is: Why do some individuals 

have certain entrepreneurial actions which others do not have? Based on interpersonal competition 
from AMC perspective in this article, we argue that entrepreneurial action will be depended upon 
three driving forces which constitute entrepreneur’s entrepreneurial alertness: awareness, 
motivation, and capability toward opportunities identification. With much and strong 
entrepreneurial alertness, entrepreneur would prefer to take entrepreneurial actions for utilizing 
opportunities which have already existed or is emerging in the competitive dynamic environment.  
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Table 1: Means, Standard Deviations, and Correlations a

 Mean S.D. 1 2 3 4 5 6 7 8 9 10
1. Likelihood pf Entrepreneurial 

Action 58.49 27.727 

2. Entrepreneurial alertness 4.15 0.819 .209(*) (.83)

3. Environmental Scanning 4.47 0.723 0.039 .315(**) (.93)

4. Psychological Ownership 4.34 1.191 -0.016 .343(**) .281(**) (.91)

5. Prior performance 53.97 27.69 .643(**) .207(*) 0.049 -0.085

6. Working duration in the 
franchise chain 2.62 1.172 0.006 0.098 .232(**) 0.058 -0.099

7. Level of education 2.77 0.75 -0.079 0.027 0.049 -0.067 -0.027 -0.135

8. Age (ln) 3.83 0.151 -0.067 0.121 0.054 0.075 -0.014 0.027 -.182(*)

9. Status of Cadre (dummy) 0.24 0.431 0.102 .243(**) 0.122 0.076 0.073 .226(**) 0.022 -0.064

10. Working experience in the 
industry 2.32 1.442 -0.116 -0.036 0.034 0.021 -.192(*) -0.055 -.230(**) .331(**) 0

a n = 149: reliability coefficients are reported along the diagonal: Means and standard deviations reported here are for unstandardized variables.  

* P< .05 

** p< .01  

*** p < .0001 

Two-tailed test 
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Table 2: Results of Regression Analysis for Opportunity Alertness and 

Entrepreneurial Action a  

Variables Model 1 Model 2 Model 3 

Dependent Variable Likelihood of 
entrepreneurial action

Entrepreneurial 
alertness 

Entrepreneurial alertness 
 
 

.201*
(2.146)

 

Working experience in the industry 
 

-.077
(-1.337)

-.104
(-1.074)

-.048 
(-.90) 

Age (ln) 
 
 

1.086*
(2.034)

-.102
(-1.011)

1.20* 
(2.47) 

Status of Cadre (dummy) 
 
 

.449*
(2.758)

.066
(.715)

.375* 
(2.565) 

Awareness to environment 
 
 

.266** 
(2.744) 

Psychological ownership 
 
 

.18** 
(3.069) 

Prior performance 
 
 

.005* 
(2.103) 

Level of education 
 
 

.17† 
(1.782) 

Working duration in the 
organization  
 

-.212* 
(-2.316) 

Overall F 3.786** 2.151* 6.446*** 

R2 .1 0.037 .347 

a n = 149. Values are standardized estimates.  

† p < 0.10 

* P < .05 

** p < .01 

*** p < .001. 

Two tailed tests are used.  
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