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[Abstract]
Schumpeter’s Uncertainty in the Theory of Economic Development: A
Comparison with Knight’s Uncertainty

This study examines the concept of uncertainty as described in Schum-
peter’s Theory of Economic Development (1911) in relation to Knight's
Risk, Uncertainty, and Profit (1921) . Knight was well-acquainted with
Schumpeter’s Theory of Economic Development when writing the Theory
of Business Profit (1916) , which was published as Risk, Uncertainty, and
Profit. As Schumpeter does not use the term ‘uncertainty’, this work
endeavours to identify and examine his views on uncertainty, which
remain unknown. Both Schumpeter and Knight categorise risk into
measurable and unmeasurable; however, Knight terms the latter risk as
‘uncertainty’. Therefore, it is possible to consider Schumpeter’s unmea-
surable risk as uncertainty. This ground-breaking investigation demon-
strates that Schumpeter employed the concept of uncertainty before
Knight. Schumpeter’s methodology to explain economic development
(evolution) presents a biological explanation and dualism, which Knight
appears to have inherited. Furthermore, the two economic agents de-
scribed by Knight and Schumpeter, the ‘entrepreneur’ and the ‘rational
economic man’, are strikingly similar. Finally, Schumpeter and Knight
explain profits by placing an entrepreneur at the centre of their theories,
both concluding that there would be no profits without uncertainty. This
study posits that Schumpeter’s uncertainty is similar and inspirational to
Knight's uncertainty.
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