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Mises,  Friedrich Hayek, and Murray Rothbard were the main architects of the distinctly Austrian theory of production as it exists today. All three conceived the entrepreneurial function in the actual market economy as presupposing the ownership of property, specifically capital. Yet, many, if not most, contemporary Austrian economists conceive the entrepreneur as a pure decision-maker possessing superior "alertness" but owning no resources. This pure entrepreneur earns profits by "discovering" and seizing objectively existing but previously unperceived opportunities to arbitrage price discrepancies between a bundle of complementary inputs and the output it yields. That this is the essence of "the" Austrian theory of the entrepreneur and profit is accepted as a matter of course by those among the broader economics profession who are sympathetic to the Austrian approach. It is the goal of this paper to demonstrate that there is in the Austrian tradition traceable back to Carl Menger, a very definite and prominent strand of thought that conceives property ownership as central to the tasks that the entrepreneur characteristically performs in the real-world market economy.
The managerial function . . . can never evolve into a substitute for entrepreneurship. The fallacy to the contrary is due to the error confusing the category of entrepreneurship as it is defined in the imaginary construction of functional distribution with conditions in a living and operating market economy. The function of the entrepreneur cannot be separated from the direction of the employment of factors of production for the accomplishment of definite tasks. The entrepreneur controls the factors of production; it is this control that brings him either entrepreneurial profit or loss. (Mises 1998)
Mr. Keynes obviously arrives at this view by an artificial separation of the function of the entrepreneurs as owners of capital and their function as entrepreneurs in the narrow sense. But these two functions cannot be absolutely separated even in theory, because the essential function of the entrepreneurs, that of assuming risks, necessarily implies the ownership of capital. Moreover, any new chance to make entrepreneurs’ profits is identical with a change in the opportunities to invest capital, and will always be reflected in the earnings (and value) of capital invested. (Hayek 1931)    
It is clear, therefore, that the process of equalization of rate of return throughout the economy, one that results in a uniform rate of interest, is the very same process that brings about the abolition of profits and losses in the ERE. . . . [I]f the . . . entrepreneur owns no assets, then how in the world does he earn profits? Profits, after all, are simply the other side of the coin of an increase in the value of one’s capital; losses are the reflection of a loss in capital assets.  (Rothbard 2004)


      



                
        CITE THIS ARTICLE

        
          
            Salerno, Joseph T. "The Entrepreneur: Real and Imagined." The Quarterly Journal of Austrian Economics 11, No. 3 and 4 (2008): 188–207.


      
        

        

    

          All Rights Reserved ©

    

    
  



  



                  

                  
                            
  
    
      
    
    
  
  
    
      
      
      

  


  



  
    Subscribe to   Quarterly Journal of Austrian Economics

      
    
  
  
  


  

  



    

            




  


  
      
      Latest Articles

    

    
      
      
    
    
  
  
    
      
      
      
  
  
        
          The Swiss National Bank vs. the Federal Reserve: The Fed's Capital Losses in Perspective

    

    
      
  03/12/2024


        •
    
  Mises Wire

                                                                                                                                                                            •
        Alex J. Pollock
                                


    
        Switzerland’s central bank, the Swiss National Bank (SNB), lost $3.6 billion in 2023, after a gigantic loss of $150 billion in 2022. But after booking these losses, and properly subtracting them from...


    

  



  
  
        
          Roland Fryer’s Battle Against the Woke Left

    

    
      
  03/12/2024


        •
    
  Power & Market

                                                                                                                                                                            •
        Llewellyn H. Rockwell Jr.
                                


    
        Leftwing academics claim that blacks in America are oppressed. They call for reparations and affirmative action programs to help them. But these people are hypocrites and liars. How do we know this...


    

  



  
  
        
          Biden’s "Nighttime in America" State of the Union

    

    
      
  03/12/2024


        •
    
  Power & Market

                                                                                                                                                                            •
        Ron Paul
                                


    
        Last week President Biden delivered a dark and angry speech meant to convince the low percentage of Americans who still feel positive about his presidency that everything is fine and will only get...


    

  



  
  
        
          The Welfare State Prolongs Recessions

    

    
      
  03/12/2024


        •
    
  Mises Wire

                                                                                                                                                                            •
        Patrick Barron
                                


    
        Many economic pundits predict that the United States and much of the world is either in a recession or about to enter one, depending upon one’s definition of the term “recession.” This brief essay is...


    

  



  
  
        
          No Such Thing as a Neutral Fed

    

    
      
  03/12/2024


        •
    
  Mises Wire

                                                                                                                                                                            •
        David Brady, Jr.
                                


    
        If one follows news relating to the economy, they surely have come across certain mainstream rhetoric in support of the Federal Reserve System. Everyone is familiar with the typical claims that the...


    

  




    

            




    

  



  
      
      Meet the Writer

    

    
      
      
    
    
  
  
    
      
      
      


      
      
  
  
            


          




      



    

    
    
          Joseph T. Salerno

    

              
          Joseph Salerno is academic vice president of the Mises Institute, professor emeritus of economics at Pace University...


      

        



    
    
  
  
    
      
      
      
  
  
        
          The Myth of the Unchanging Value of Gold

    

    
      
  02/12/2024


        •
    
  Mises Daily

                                                                                                                                                                            •
        Joseph T. Salerno
                                


    
        According to mainstream economics textbooks, one of the primary functions of money is to measure the value of goods and services exchanged on the market. A typical statement of this view is given by...


    

  



  
  
        
          Why You Should Read Human Action—Very Carefully

    

    
      
  01/15/2024


        •
    
  Mises Wire

                                                                                                                                                                            •
        Joseph T. Salerno
                                


    
        May 16–18, 2024: Join Dr. Joseph T. Salerno, Dr. Thomas J. DiLorenzo, Dr. Jörg Guido Hülsmann, Dr. Mark Thornton, and more for a conference in honor of the 75th anniversary of Human Action at our...


    

  




    

            





    

            




    

  




                                  
              

    

              
  
  
      
    
  
    
              
            Support Liberty

      

                    


  
            The Mises Institute exists solely on voluntary contributions from readers like you. Support our students and faculty in their work for Austrian economics, freedom, and peace.


      



                    Donate today
          


          
        
            


          



      

      

      


  



    
          
          
  
    
      
        Browse Library
      

              
        	
        Who is Ludwig von Mises?
              
	
        What is the Austrian School of Economics?
              
	
        Quarterly Journal of Austrian Economics
              
	
        Journal of Libertarian Studies
              
	
        Mises Wire
              
	
        Human Action Podcast
              
	
        The Misesian
              


    


          

    
      
        About the Mises Institute
      

              
              	
        Fellowship in Residence
              
	
        What is the Mises Institute?
              
	
        Driving Directions to the Institute
              
	
        Become a Member
              
	
        Mises Events
              
	
        Mises Bookstore
              
	
        Finances and Board
              
	
        Subscribe to Email Lists
              
	
        Support Mises
              
	
        Privacy Statement
              
	
        Contact Us
              


  


          

    
      
  
    Contact Us
  

  
    Mises Institute
    518 West Magnolia Avenue
    Auburn, Alabama 36832-4501
  

  
    Phone: 334.321.2100
  

  
    Fax: 334.321.2119
  

  Email Us
  Join our Mailing List
  
    
      

  
    Mises Facebook
      
    
  


  

  
  
    Mises X
      
    
  


  

  
  
    Mises Instagram
      
    
  
  
  


  

  
  
    Mises itunes
      
    
  


  

  
  
    Mises Youtube
      
    
  
  


  

  
  
    Mises RSS feed
      
    
  
  
  


  

  



  




    

    
      

  
    Tu ne cede malis, sed contra audentior ito
  

  
    Website powered by Mises Institute donors
  

  
    
  
  
    Mises Institute is a tax-exempt 501(c)(3) nonprofit organization. Contributions are tax-deductible to the full extent the law allows. Tax ID# 52-1263436
  




    

  





      
    
    
  




  


    
    


  