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1897 that Quesnay used the word «entrepreneur,”® this Was regarded appar-
ently as a curiosum in terminology and duly forgotten. Nobody thought of
looking for earlier usage of the concept or its occurrence in the economic
literature before Cantillon. Doctor Redlich, therefore, deserves our grati-
 tude for having opened up the matter again and for having drawn attention
to the fact that this problem deserves further investigation.®

1 have been unable to find any evidence that there existed an economic
theory of entrepreneurship prior to Cantillon, but the history of the concept
entrepreneut, as well as some of its English equivalents sheds light on some
interesting aspects of the organization and performance of large-scale
undertakings.

The first step in the attempt to determine
of the word entrepreneur was a search in
French language. The standard work in this field, the Dictionnaire de la
langue francaise by E. Littré, gives three definitions of the word entrepre-
neur.’ The most mmsﬁ.m_. and ?.ovm&d\ earliest meaning of the term is
“celui qui mb.QmHVHmH& quelque chose.” In other words, it simply refexrs to a-
person who is active, who gets things done. This meaning was formed dur-
ing the Middle Ages in the normal course of development of the French
language. In this @miom many DOUDS designating an actor were derived from
the corresponding verbs. mﬁﬁmﬁﬁg&.m (with the connotation to do some-
thing) was in use as early as the twelfth century and in the course of the
ffteenth century the corresponding noun developed.® The word entrepre-
neur in this meaning of a person who assumes s0me task, was not too un-
common during the late middle ages and it was used by such men as Fran-
cois Villon, and the author of La belle dame sans merci, Alain Chartier, and
even in the form “entreprendeur” as early as the fourteenth century.’ It
apparently is ased not infrequently also by Lemaire de Belges (ca. 1473~
ca. 1525), and other authors of the sixteenth century, but by that time it
tends to change in meaning somewhat. The enterprise in which the typical
entrepreneur of the sixteenth century participates is usually some violent
warlike action. Lemaire de Belges calls Hector and other Trojan warriors
entrepreneurs, and other French authors of the sixteenth century describe
them as hardy, usurping, and intent to risk their lives and fortunes® We are
here in the presence of a development looking towards the later connota-
tons of the word entrepreneur- By the beginning of the seventeenth century
an entrepreneur Wwas considered to be a person whose activity definitely
implied risk-bearing (which at that time was equivalent with uncertainty-
bearing ). But not anyone who bore risks was an entrepreneur. Above all,
the term was not applied to manufacturers 0r merchants, but only to that
relatively small group of men who charged themselves with really large-
scale undertakings. The most cOMIMOn enterprises on 2 large scale were
contracts between the crown or SOme other public or semipublic body and
a wealthy or skilled person for the erection of & building, the furnishing of
supplies for the army, or similar tasks. Typically, an entrepreneur Was thus
a person who entered into 2 contractual relationship with the government
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for the performance of a service, or the supply of goods. The price at which
the contract was valued was fixed and the entrepreneur bore the risks of
profit and loss from the bargain.

This meaning of the word is very frequent in French legal and economic
Yiterature of the seventeenth and early eighteenth centuries and this is re-
flected in the dictonaries of the time. Furetitre, for example, defines entre-
preneur as “celuy qui entreprend. Il se dit premierement des Architectes
qui entreprennent les batimens 2 forfait.” And he adds the following exam-
ple: “L’Entrepreneur de la jonction des mers s’y est enrichi. On le dit aussi
des autres marchez & pris fait. On a traité avec un Entrepreneur pour four-
nir Farmée de vivres, de munitions.” The first edition of the Dictionary of
the French Academy defines the word even more narrowly: “Entrepreneur,
qui entreprend un bastiment, pour un certain prix,” that is, an entrepreneur
is a contractor of public works.™®

Turning now from dictionary definitions and literary usage to occur-
rences of the word entrepreneur in the legal and economic literature, we
find the concept used throughout the sixteenth and seventeenth centuries
primarily with the connotation of contractor to the government. From the
numerous occurrences in the laws of France, I quote only a few instances.
In the last years of the sixteenth century Henry IV attempted to promote
the drainage of land in southwestern France. He invited a Dutch engineer
Humphrey Bradley to supervise this work and on April 8, 1599 issued an
edict appointing Bradley as mattre de digues. The edict provides among
other things for the partition of the drained land between the proprietors
of the soil and Bradley and his associates, who are in one place referred to
as iceux entrepreneurs. In January, 1607, a new edict for the drainage of
bogs was issued, confirming the earlier one of 1599, but here the contractor
and his associates are not referred to any more as “ledit Bradléij et ses
associez,” but “lesdits entrepreneurs.”* In similar fashion the term entre-
preneur was applied to contractors who undertook to build and repair
roads, bridges, harbors and fortifications.*

What may be of particular interest to economists is that Montchrétien
uses the term entrepreneur. Writing about the failure to establish French
settlements in Florida by Jean Ribaud and Dominique de Gourgues be-
tween 1562 and 1567, Montchrétien says: “Voicy le bout des entreprises
francoises en la Floride, lesquelles furent destourbées en partie par le peu
d’industrie et par la mauvaise conduite des entrepreneurs . . 12 The ap-
pearance of the term is of particular interest since the earlier sixteenth
century meaning of a person who participates in quasi-warlike exploits
and the later meaning of contractor are fused. For the French captains who
attempted to establish colonial settlements in Florida, were mot just con-
quistadors on their own; they had been commissioned to this task by Ad-
miral Coligny, and quite apart from what the true relationship was,
Montchrétien regarded them as contractors for the King.

An examination of the changing role of the technical and managerial
personnel directing the execution of large scale public works throws con-
siderable light on the development of the new meaning of the term entre-
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preneur, and also helps to understand why the concept could be adopted
by Cantillon and his contemporaries to designate the person who bore the
risks of any enterprise, not merely in the field of public construction, but
also in farming or manufacturing.

The typical entrepreneur — in the Schumpeterian sense — of the Middle
Ages was the man in charge of the great architectural works: castles and
fortifications, public buildings, abbeys, and cathedrals. Most numerous,
most important and most extensive in scope were buildings for religious
purposes. Up to the end of the twelfth century, the men in charge of the
planning and execution of these works were usually clerics. They were the
inventors and planners of the work, they performed the functions of archi-
tect, builder, and manager, and, in addition, they usually also hired and
supervised the laborers, procured the materials and transacted the business
necessary for the execution of the construction project. It is important to
note, however, that they bore no risks, since they did not contract for the
execution of a finished piece of work, but rather carried forward their
building until the resources on hand were exhausted.

Beginning with the thirteenth century the monk or abbot as builder
tended gradually to become replaced by lay master-builders. These mafires
de Toeuvre may be regarded as the earliest contractors, but their function
was ot too clearly determined, since they seem sometimes to have under-
taken the entire execution of a project and sometimes to have served purely
in the capacity of expert adviser. In the latter case, which apparently was
not too uncommon, some cleric (or group of clerics) performed the entre-
preneurial functions (that is, over-all planning and supervision of the work)
while the expert architect submitted his plans and estimates, and was paid
a fee for this work. The architect often lived in another city and visited the
construction project at intervals in order to check on the progress of the
work or solve especially thorny problems which had arisen during the
building.*

With the decline of the Middle Ages and the increase of secular power,
the importance of clerics as creative entrepreneurs and builders tended to
decrease, and finally almost to disappear. The chief construction works were
no longer cathedrals and abbeys, but fortifications, roads, bridges, canals,
harbors, palaces, and other secular public buildings. Under the impact of
nascent capitalism the procedures employed in the planning and execution
of public works became progressively more rationalized, and entrepreneurial
and managerial functions more specialized. Still. the division of labor was
often not pushed very far. For example, a man like Bradley was a creative
entrepreneur who also managed the routine business arising in his drainage
projects. The same may be said of many of the builders of the extensive
canal system in central and southern France during the seventeenth cen-
tury, for example, Guillaume Boutheroue, the entrepreneur of the canal of
Briare, and Riquet, the first builder of the canal of Languedoc. Similar evi-
dence comes from England. The drainage of the great fen country in Lin-
colnshire, Huntingdonshire, and neighboring counties in the early seven-
teenth century was carried through sometimes by “undertakers” or “adven-
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turers” who often handled the business and technical side of the work. The
harassing experiences of Vanbrugh, the architect of Blenheim (1705-1712),
with his laborers, suppliers of stone and other materials — and incidentally
also his patroness, the duchess of Marlborough —have been admirably
described by Mr. Dobrée.*
But if we have numerous examples from the seventeenth and later cen-
turies of many public and quasi-public works for which the artistic, engi-
neering, and commercial aspects of the enterprise were performed by one
and the same person, it is nevertheless true that a division of labor begins
to set in and a progressively clearer distinction is made between the archi-
tect or engineer (who specializes in the artistic or technical work) and the
entrepreneur or contractor (who takes on the commercial aspects of the
task). The architects especially felt that their services were of a higher
quality than those of ordinary master-masons or contractors. This sentiment
was enhanced in France by the formation of an Academy of Architecture,
and in 1676 entrepreneurs, master-masons in the building trade, were pro-
hibited from adopting the designation “Architecte du Roi,” an appellation
which was reserved to those men whom the King had chosen to compose
his Academy of Architecture, to which only outstanding artists were ad-
mitted.® With the growing importance of secular public buildings and with
the progressive division of labor between the technical or artistic creator of
2 new construction on the one hand and the contractor on the other, the
contractor became an entrepreneur who performed a twofold role. He exe-
cuted the economic functions in achieving the completion of a work, that is,
he was responsible for bringing together the factors, labor, materials, ma-
chines, and so on, which were necessary to complete the physical produc-
tion of a work. In this role he appears like the modemn entrepreneur in the
economic theory of the nineteenth century, who combines the factors of
production in the required proportions for the attainment of some output.
But, in addition, he does this on his own account. He bears the risk, he is
held to his bid by the public authority with which he contracted, and he
has the task of seeing to it that his costs not only do not exceed, but remain
as much as possible below the price for which he has contracted to per-
form the work. Although this entrepreneur was not the object —so far as I
am aware — of investigation by economic writers before Cantillon, his func-
tion is, nevertheless, essentially identical with the description given by J. B.
Say.**

The final stage of development of the entrepreneur as government con-
tractor can most clearly be seen in the work by Bernard F. de Belidor, La
science des ingénieurs. This book was first published in 1729, and is thus
contemporary in conception with the dictionary of Savary and the Essai of
Cantillon. Belidor'’s book was considered the most authoritative text of its
kind in its day. It was found worthy of special approbation by Vauban, and
the author himself became director of the Ecole des Ponts et Chausées
when it was founded in 1752. Although the bulk of Belidor’s work is con-
cerned with the technical aspects of various kinds of public construction,
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ous parts of the work have been contracted for by different entrepreneuis,
Belidor prefers that one of them be placed in the position of ultimate com-
mand and responsibility.*®

We see, therefore, that Belidor’s theory of entrepreneurship is the exact
counterpart of Cantillon’s theory which originated at about the same time.
Tn Cantillon’s theory an entrepreneur is someone who buys at a certain cost
price and sells at an uncertain price; according to Belidor the mH:Hme.mDoE
sells at a certain price, but his costs are uncertain. The net effect is the
same in both cases, since the gains or losses of each transaction, and hence
the total income of the entrepreneur are uncertain.

II. =ENGLISH CONCEPTS DESIGNATING ENTREPRENEURIAL
ACTIVITY BEFORE ADAM SMITH

Before entering into a discussion of entrepreneurial theory after Cantillon,

T wish to draw attention to some English equivalents of the word entrepre-

neur as it was understood in the seventeenth and early eighteenth centuries.
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lish farmers, freeholders, copyholders, and cottagers. The name “under-
takers” was applied to the settlers, because they undertook to observe these
and other conditions enjoined by the Queen. It is plain that the word under-
taker in this context was equivalent to contractor rather than to the later
meaning of entrepreneur, for Payne chides those who act rationally in the
desire to make maximum profits as “bad” and praises those who regardless
of their own profit interests scrupulously fulfil the conditions of the grant as
“good” undertakers. The same criticism is again voiced about ten years
later by Fynes Moryson, who makes the undertakers partly responsible for
the rebellion under Tyrone in 1598. From Moryson’s account it appears that
there were few “good” undertakers, for after listing the conditions of settle-
ment, he continues “these and like covenants were in no part performed by
them. Of whom the men of best qualitie never came over, but made profit
of the land.”??

But Moryson’s work is evidence that the word undertaker was more
generally used to designate a government contractor. He paraphrases 2
Jetter received on September 27, 1602, by the Lord Deputy at Dublin from

the Lords of England dealing with abuses in the supplying of the English
army in Ireland with victuals and remedies therefor. Food was dispatched
from English ports, but instead of arriving at its proper destination, it was
suspected that it had been sold freely upon asrival and had even fallen into
the hands of the rebels. The Lords of England therefore proposed that “so
soone as any contract is made with the undertakers, wee send an abstract
thereof unto your Lordship” so that on the basis of this information the ship-
ments could be checked upon arrival. The Lords of England moreover dis-
claimed belief that irregularities occurred at the English end, since ship-
ments were checked there by the Surveyor and “the undertakers absolutely
denie the sending of any victuals thither, but such as is to serve the Souldier,
and to performe the Contracts.”* Here again the word undertaker is used
in a context in which the contract relation with the government is empha-
sized, but the meaning is clearly extended to apply not merely to a small
group of settlers, but to any person standing in this relationship with the
public power.

Gradually the meaning of the term undertaker came to be extended. I
found in a letter of 1612 from Paris a reference to a “french-man called
Moisett, otherwise Montauban heeretofore a taylour, but one y* that hath
inrichted himselfe to y* valewe of three or foure hundred thousand crownes,
by having been one of the principall undertakers of ye great farme of
salte.”?* The term was also used to designate those men who obtained
grants from the crown—and later from Parliament — to drain the fens.
Here (as well as in the case of the farming of the French salt tax), the
notion that the undertaker was to make a profit was already clearly implied.
Sir William Dugdale quotes an order of the Lords of the Council, dated 12
July, 1620, which reads in part: “that . . . good security should be given to
the undertakers for a moiety of the clear profits, which by the draining
should be improved upon every man’s ground.”*®

Gradually the emphasis on the contract or quasi-contract relationship

The most common English equivalent for the French entrepreneur was the
word “undertaker,” and sometimes “adventurer.” The second term was used,
as is well known, from the fifteenth century on in the name “Merchant
Adventurers”; the term was also applied to Liish land speculators and
other entrepreneurs in farmfing, drainage projects, and similar occupations
throughout the seventeenth century. But the term tended to become owmﬁw-
lete in this special meaning during the eighteenth century. In Dr. Johnson’s
dictionary (1755) the term adventurer is defined: “He that seeks occasion
of hazard; he that puts himself in the hands of chance.”® It is curious to
note that the word adventurer enjoyed a short revival in the translation of
Say’s Traité by C. R. Prinsep. He justifies this practice by saying that “the
word entrepreneur is difficult to render in English; the corresponding word,
undertaker, being already appropriated to a limited sense.”®

The word undertaker was hardier and appears to have been used more
frequently and in more varied meanings. In general, its history was parallel
to the French word entrepreneur. At first (in the fourteenth and fifteenth
centuries) it chiefly designated simply a person who took upon himself the
doing of some task. Very soon, Lowever, it acquired the meaning of someone
who executed on his own risk a task imposed on him by the government.
For example, Robert Payne, discussing in 1590 the establishment of landed
estates by Englishmen in Ireland under Queen Elizabeth, talks of “the
worsser sorte of yndertakers which haue seignories of her Maiestie.” These
he criticizes for not having attracted English “seruants,” because they “find
such profite from the Irish tenantes . . . So that they care not although
they neuer place any English man there.” He contrasts them with the “bet-
ter sorte of vadertakers” who “do seeke by all meanes possible to plant their
landes with English mé according to the meaning of her Maiesties graat.”**
Payne refers to the so-called Munster undertakers who were given, by an
Act of 1586, estates in fee at low rents in the counties of Cork and Water-
ford with the condition of settling on an average estate from 75 to 85 Eng-
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with the government in which an undertaker found himself lost ground and
more weight was placed on the circumstance that an undertaker was in-
volved in a risky project from which an uncertain profit may be derived.
In this sense the word undertaker was in competition with the word pro-
jector. Although there are instances, chiefly from the eighteenth century,
showing that a projector was thought of as an innovator, the usual distinc-
tion made between the undertaker and the projector was that the former
was thought to be an honest man engaged in a business the outcome of
which was uncertain, whereas the other was usually thought of as a
schemer, cheat, or speculator. This distincton is expressed quite clearly
in a passage from a rather curious work by S. Primatt, which first appeared
in 1667. Writing about the advisability of opening coal mines in various
parts of England, the author says:

There are divers other sorts of Collieries in Inland Countries in England, whose
profit cousists in an Inland Market; and they do produce in many places great
profit to the Undertakers, but are as uncertain as others . . . There are as many
Projectors (who have more of fancy and imagination in their Designs, than of any
real operation) that do undertake in the dreining these and other sorts of Mines.”

This passage displays very plainly the special connotation of the two words,
the meaning of which was never very far apart.”” Another characteristic
of the word undertaker also-seems to have been that it generally referred to
the entrepreneur of sizeable enterprises such as coal mines, drainage opera-
tions and the like. In fact, the earliest use of word undertaker, designating
an entrepreneur of a business involving risks, that I have found occurs in a
document of the town council of Nottingham of 13 September, 1630. This
document is a grant of monopoly to a group of Nottingham burghers,
headed by “maister Maior” to “sincke a pitt or pitts in the townes woods
and wasts.” The document specifies conditions under which persons who
want to “adventure a partt or proporcion of monie” shall participate in the
profits and concludes that “this companie [i.e., town council] are from
tyme to tyme to assist theise Vndertakers as theire shalbe cawse” to ensure
the profitability of the enterprise.®®

Additional evidence that an undertaker was thought of as a large entre-
preneur could easily be adduced. One or two more examples must suffice.
In a letter written around 1701 to Robert Harley, William Penn talks about
the depletion of British timber owing to the extension of mines, and adds:
“If great undertakers there would fall upon it here we might supply England
and give her woods time to recover, and convert these countries to arable
pasture, into the bargain.”? Here the undertaker is depicted almost in
terms reminiscent of Veblen’s Captain of Industry. He is really a creative
entrepreneur who not only engages in profitable projects but makes the
desert bloom. The socially beneficial effect of private interest, the very epi-
tome of what Sombart understood by the effect of the spirit of capitalism,
cannot be expressed more clearly and concisely.

By the time this letter was written, the old meaning of the word under-
taker, in the sense of government contractor, had almost entirely passed out
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of use. Nevertheless it still appears occasionally, especially in official docu-
ments. For example, the London Gazette of 9-11 February, 1709, contains
a despatch from The Hague in which it is reported that “an Agreement is
concluded with Undertakers for furnishing the Magazines on the Frontier
with Forage, as they have before done for as much Bread as shall be req-
uisite for the Subsistence of the Troops, and as many Waggons as shall be
needed for the Publick Service. It is now under Deliberation how a suffi-
cient Fund, or the necessary Credit, may be settled, for enabling the
Undertakers to perform their Contract.”® Here the emphasis on the under-
taker as government contractor is quite plain, but this meaning tends to
disappear completely, at any rate in non-official language, during the next
two decades. By the middle of the eighteenth century an undertaker was
quite simply a big business man, and more often an ordinary business man.
In this sense Adam Smith writes, as if in passing, of the “undertaker of a
great manufacture,”* and Postlethwayt, whose Dictionary contains in trans-
lation a good part of Cantillon’s Essai, uses the word “undertaker” as the
straight translation of the French word entrepreneur.’? But by the time of
Postlethwayt and Smith the more general meaning of the word tended to
become obsolete and only the special meaning of an arranger of funerals
survived. The undertaker in English economics was replaced by the capi-
talist who only toward the end of the nineteenth century again gave way
to the entrepreneur.

III. THE THEORY OF ENTREPRENEURSHIP
OF THE PHYSIOCRATS

If the word undertaker disappeared from the arsenal of English political
economy after the middle of the eighteenth century and with it a proper
theory of entrepreneurship, the same was not true in France. Cantillon’s
work enjoyed considerable popularity after its publication and the writers
of the Physiocratic school were thoroughly familiar with it. Indeed, it has
been surmised that the marquis de Mirabeau, the father of the famous
orator of the Revolution, intended to plagiarize it and publish it as a work
of his own.*® More important than this episode is the fact that Frangois
Quesnay seems to have been influenced to some extent by Cantillon. Al-
though the claim cannot be made that Quesnay’s views on entrepreneur-
ship are directly derived from Cantillon, there is no doubt that in Quesnay’s
earliest economic writings in the great Encyclopédie, in which the rudi-
ments of his views on the social organization underlying a modern economy
are outlined, the aspects relating to the norms of agricultural production are
reminiscent of Cantillon’s discussion of the same topic. For in his article
“Grains” Quesnay cites with approval a passage by Cantillon in which the
latter mentions the advantages of large farms. In the same context Quesnay
then continues to describe the operator of a large farm as an enirepreneur
“who guides and turns to account his enterprise by his intelligence and his
wealth.”** We shall see a little later how this tersely expressed idea was
developed into a new theory of entrepreneurship by Quesnay’s disciples.
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But first we must turn to a somewhat fuller account of Quesnay’s system 1
order to determine more exactly the proper place of the entrepreneur in the
socio-economic structure.

The most appropriate designation which can be given to Quesnay’s
system is that of agrarian capitalism. The outstanding feature of it is that
the part played by the various classes is related to, and, in fact, determined
by the economic function the members of each fulfil. Analysts of the system
of Quesnay have commonly been interested in following up his division of
society into the productive, sterile, and proprietary classes. In examining
the real basis for this division they have come to conclude that Quesnay
erred, above all, in his evaluation of the sterile class. They have thus re-
jected the system outright as contradictory with reality, or have spent much
time and effort in the attempt to elucidate the reasons why Quesnay and
his disciples did not assign productive powers to industrial occupations.

I propose to follow another and, for our purpose, more fruitful course.
We are not interested primarily in relating Quesnay’s system to the real
world of his day, but in finding whether it was possible for him within his
system to develop a theory of entrepreneurship which is an advance over
that of Cantillon. We will, therefore, leave out of consideration at first the
sterile class, and concern ourselves only with the relations of the proprietary
and the productive classes. Each of these classes is really composed of two
groups of persons. The first includes the sovereign (and his associates exer-
cising political power) and the landowners; the second includes the farmers
and the farm laborers. Quesnay himself regards the first class as homo-
geneous and makes the right of the sovereign for part of the produit net
contingent upon his being a landowner, deriving his prerogative to levy
taxes upon the historical role of the monarch, who once “owned” all the
land in the state. Only his disciples, particularly Le Mercier de la Riviére
and Baudeau, sharpened the distinction between the sovereign and the rest
of the proprietors. But since we are concerned here not with the political
theory of the Physiocrats, but with their explanation of the social structure
in terms of economic factors, we may regard the King as the biggest land-
owner. The proprietors have a right to the produit net, not because of their
power to exploit the rest of society, nor (with the possible exception of the
sovereign) because of political privilege, but as an outflow of their contxi-
bution toward the attainment of a gross product (produit brut). Their
income is justified on the basis that they made the “avances fonciéres,”
that is, that they contributed their property to the productive process. This
is the basis on which they derive a title to income and that income is the
produit net.® Rent, in Quesnay’s system is thus the income of landowners,
purely as a consequence of the fact that they are owners of the only pro-
ductive agent apart from labor. But whereas the net product of labor is
zero (in agriculture and industry), because the laborer consumes (in
equilibrium ) values equal to that produced by his efforts, the net product
of land may be, and in a “well-regulated kingdom” ordinarily is positive.

The difference between the gross product and the net product constitutes
the income of the farmer and other persons engaged in agricultural produc-
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tion. We now have to analyze more closely the components of this part of
the income of society. The outlay of the farmers is composed of two parts,
the “avances primitives” and the “avances annuelles.” The former are
roughly speaking expenditures on the maintenance and replacement of the
fixed capital of the farm, the latter are composed of expenditures on raw
materials used up annually in the production process and wages for agri-
cultural laborers. The total national product is thus equal to the sum of the
avances annuelles, avances primitives and produit net (avances fon-
ciéres).3®

Quesnay has represented in his Tableau économique the picture of a
static society in which no accumulation of capital occurs and where no
uncertainty is present. The same gross product is produced year after year
and the same shares of it are distributed among the various classes. Hence
it follows that the avances primitives are equal and certain every year and
that consequently the income of the tenant farmer, who performs the entre-
preneurial role is also certain and fixed. It appears, therefore, that in
Quesnay’s system the theory of Cantillon, who regarded the bearing of
uncertainty on the entrepreneurial function, has been given up. The entre-
preneurial theory appears to have become colorless; an entrepreneur is
simply a tenant farmer who rents a property at a fixed rent and produces
a given output with given factors at given prices.

This view is lent added support by the fact that Quesnay has nowhere
provided a definition of the term entrepreneur or a description of entre-
preneurial activity. I have found three places in his writings where the
word entrepreneur is mentioned. One was mentioned earlier: Quesnay’s
remark that the operator of a large farm is an entrepreneur. The second
time the word is used occurs also in the article “Grains” where Quesnay
employs it to designate businessmen (members of the sterile class) whose
large income he explains because others make equivalent expenditures.”
Here the word is treated as a common term which needs no special defini-
tion or explanation. The third occurrence is in a letter to the Intendant of
Soissons, which was written in 1760. Quesnay is here again emphasizing the
advantages of large farms over small ones and says: “Vous dites encore que
les trop gros laboureurs ne peuvent pas satisfaire au travail de leurs grandes
entreprises. Le fermier ne doit pas é&tre le travailleur. Un gros fermier est
un habitant notable, un riche entrepreneur qui est continuellement &
cheval, pour se porter ponctuellement & toutes les parties de son entre-
prise.”®®

Here again the word is used in a colorless meaning. The entrepreneur is
simply the patron who does not participate in the regular labor process,
but supervises it. Quesnay thus does not use the term enirepreneur in a
technical sense, he simply employs it in a connotation which it has gener-
ally acquired in the second half of the eighteenth century. The Encyclo-
pédie defines entrepreneur simply as “il se dit en général de celui qui se
charge d'un ouvrage: on dit un entrepreneur de manufactures, un enirepre-
neur de bitimens.”®® And Ferdinand Brumot who has written the most
elaborate and erudite history of the French language concludes that in the
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later eighteenth century the term is applied to anyone at the head of an
enterprise in the most monmamm sense.*°

But although Quesnay and his disciples did not employ the term entre-
preneur in a technical sense, they nevertheless elaborated a full theory o.m
entrepreneurship which contains many modern elements. In a nutshell it
is contained in the passage from Quesnay cited earlier, but it was more fully
and systematically stated by Baudeau. I have mentioned TmmoH.m that E.m
seeming absence of such a theory in the writings of Quesnay is due pri-
marily to the fact that the Tableau économique contains only a static
analysis. As soon as this assumption is relinquished, the entrepreneurial
function takes on full life. .

Although the produit net has been regarded by some critics of @rvé.oo-
racy as a surplus, this view is only partially correct. In a purely .wr.v\mwo&
sense it is the surplus over the necessary costs of production, but within the
nexus of a monetary economy, the Physiocrats assumed that rents were a
cost, determined in advance of production. In fact, they favored m.ﬁm.UENEm
rent payments as much as possible by advocating long leases.** Thus in
practice, they envisaged a system in which the tenant farmer éo&&._uo
confronted with a very rigid cost structure. His rent payments are fairly
fixed and similarly the wage rates are fixed (and correspond to the value
of the maintenance of a laborer). But the actual outcome of the harvest is
indeterminate, since it depends upon weather and other factors which the
tenant farmer cannot foresee. Similarly, the price of the crop is uncertain.
The entrepreneur is thus in the position which Cantillon has posited, his
expenses are certain while his revenue is uncertain; his net income is thus
subject to “risk.” This is clearly expressed by Baudeau when he says: “Le
Cultivateur en chef est celui qui fait & ses depens, a ses risques, périls et
fortunes les avances . . . qui conduit enfin pour son propre compte tout
I'ensemble de Texploitation.”

But more than that. Since the agricultural entrepreneur carries on pro-
duction on his own risk and his own account he must have the capacity of
economically combining the appropriate goods and services to the end of
his greatest profit. Here again Baudeau is quite explicit. He says: “Tel est
le but des grandes exploitations productives; premiérement de doubler,
tripler, quadrupler, décupler sl est possible la récolte . . mmoob\&msmﬂ,

“épargner le nombre des hommes employés & ce travail, en les réduisant
2 la moitié, au Hers, au quart, au dixiéme, s'il est possible.”# But in order
to do this, the cultivateur en chef must be a truly innovating entrepreneur.
Baudeau is fully aware of the forward steps that invention makes possible.
He never tires of pointing out that cultivating is an art, and that the pro-
gressive state of cultivation is dependent upon the fact that the entrepre-
neurs be “habiles,” that they “aient acquis les connoissances de leur art, . . .
soient animés par une grande emulation 2 mettre leur savoir en usage.”*
And if the cultivators are often ignorant of the most advanced methods,
they need to be instructed. The writings of the Physiocrats are full of pro-
posals to improve agricultural techniques. They propose the translation of
English texts on agriculture; they propose the nationwide distribution of

handbooks and guides describing new tools, new crops, and new pro-
cedures; they propose prizes, honors, agricultural research, model farms,
and pilot plants. They have no doubt that, if all this knowledge becomes
available, the innovations will be adopted, and they rely upon laissez-faire
and the force of self-interest (and the prevalence of large farms, which can
economically adopt the new techniques and other innovations) to attain
this end.®

It can be seen that the concise phrase of Quesnay describing the entre-
preneur as a person “qui gouverne et fair valoir son entreprise par son intel-
ligence et par ses richesses” is pregnant of a wealth of hidden meaning if
interpreted in the light of the entire system of Physiocratic doctrine. The
entrepreneur bears uncertainty, organizes and supervises production, intro-
duces new methods and new products, and searches for new markets. In
order to do this properly he must gain free access to a wide variety of mar-
kets, and he must be able to rely on the government to provide for him the
utmost freedom of action in his undertakings. Although essentially devoid
of political power the large tenant farmer, that is, the agricultural entrepre-
neur, is in the very center of the economy. All else turns about him. Bau-
deau and the more orthodox members of the Physiocratic school, though
not unmindful of the requirement that a successful entrepreneur must be
wealthy, stress primarily his cleverness, knowledge and willingness to oper-
ate rationally by using the most productive methods. Turgot, the one mem-
ber of the school who stood with one foot outside it and was anything but
orthodox, stresses more the wealth which the entrepreneur must have in
order to succeed.

It would be wrong to exaggerate the differences between Baudeau and
Turgot, for in the last resort they participated in the same intellectual cur-
rent and were, on the whole, in the same camp. They bBoth derive their
economic theorizing from Quesnay and on the basis of his teaching an
entrepreneur must be endowed with and put to account both his intelli-
gence and his wealth. The difference between Turgot and Baudeau is thus
primarily one of emphasis, but as such it is unmistakable. Baudeau’s entre-
preneur is a farm operator who plans, organizes, risks, and happens to be a
wealthy man. Turgot’s entrepreneur is a rich industrialist or merchant, who,
in order to accumulate more wealth, engages in certain risky operations or
plans and supervises productive activity.*

This new emphasis given by Turgot to the entrepreneurial concept also
comes out in the terminology he uses. He usually does not employ the term
entrepreneur, but speaks of “entrepreneur manufacturier” or “entrepreneur
capitaliste.” In reality this last expression is pleonastic since Turgot regards
the designations capitaliste and enfrepreneur as synonymous.*

The difference in emphasis between Baudeau and Turgot seems to
derive from the fact that each paid primary attention to a different branch
of production. Baudeau was concerned, above all, with agriculture. Under
the technological conditions prevailing in eighteenth century French agri-
culture the major non-human factor of production was land. Compared with
it, capital was of relatively minor proportions. The most expensive factor
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in this branch of production need not be bought, but could be leased by the
entrepreneus. At the same time the problem of increasing agricultural output
by means of better techniques and better organization of farm Hmwoy.. was
imperative. The English had shown the way and were known to experiment
with and actually use superior methods.*® Hence Baudeau rightly Qu%rm.-
sized the need for knowledge and information (“intelligence”) of the agri-
cultural entrepreneur. In contrast, Turgot was wuiamﬁmv\ concerned with
relations in the industrial sector of the ecomomy. Although he grants that
the fermier is an entrepreneur, he considers primarily the enirepreneur-
manufacturier. But the industrial entrepreneur could lease only a small part
of the assets used in his productive enterprise. In industry new capital had
to be created constantly. Here the process of capital accumulation was much
more obvious and visible than in agriculture, although it was not completely
absent there either. Thus the function of the entrepreneur as the supplier of
capital (or, what is the same thing, funds for accumulation) receives pri-
mary attention. . .

Turgot’s views of entrepreneurship are thus midway between the tradi-

tional French view which sees in the entrepreneur chiefly a risk-bearer
(Cantillon and to a certain extent Baudeau) or planner of production (Say

and to a certain extent Baudeau) and the view of classical British econo-
mists who saw in him chiefly a supplier and accumulator of capital. That
this latter view tended to predominate in British political economy during
the last quarter of the eighteenth and the first half of the nineteenth cen-
tury is not surprising in view of the rapid growth of industry which ostensi-
bly set the pace for economic development. Even in France, whose indus-
trial revolution did not really get under way until the end of the first quarter
of the nineteenth century, Chaptal estimates that coal output more than
tripled in the thirty years between the French revolution and the appearance
of his book and that other industries showed equivalent increase.®® In view
of this it is not surprising to see that in the English economic literature the
entrepreneur was identified with the capitalist and that the latter concept
tended to supersede the former. Only with the more refined analysis of
economic functions in a complex society which began after the middle of
the nineteenth century and culminated in the Marshallian system was the
entrepreneur rediscovered by English economists.

IV. THE LINKS BETWEEN CANTILLON AND SAY

If the analysis at the end of the preceding section is accepted, then it is at
once clear that Say’s insistence on the entrepreneurial function as distinct
from that of the capitalist is a distinctive mark of his work. Is it possible
that this trend of thought was instilled in him by the experiences of his life?
None of the notable British economists of that period, Smith, Lauderdale,
Malthus, Ricardo, James Mill, Senior, had had any practical experience as
entrepreneurs. They were professors or men whose means had been ac-
quired by inberitance or on the stock exchange. But Say had been
an industrial entrepreneur. From 1804 to 1812 he was running a spinning
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factory, which he had established first at Maubuisson and transferred in
1806 to the village of Aulchy-les-Moines (Pas-de-Calais) and which he
could maintain only by constant efforts in combatting the negligence, indif-
ference, and listlessness of his workers and by braving adverse conditions
imposed by nature as well as the concealed hostility of many fof the inhabit-
ants of Aulchy and environs. It is not unlikely that these gxperiences im-
pressed upon him the peculiar role played by the entrepreneur who must
be a real leader of men, who must be capable to plan productive opera-
tions under his guidance and who must be willing to supervise constantly
the execution of his plans. It should be noted that the full fledged theory of
entrepreneurship was elaborated by Say only in the later editions of his
Traité and in his Cours, which both appeared after his return from Aulchy
to Paris.®®

However, this leaves fthe question still open whether any intellectual
connection between Cantillon and Say can be established. That there existed
a purely linguistic bridge in the fact that the word entrepreneur was quite
commonly used can hardly be considered as conclusive. Another link would
be through the works of the Physiocrats. It has been shown that Cantillon’s
work was known to them, and Say knew, of course, the work of Quesnay
and Turgot. But the evidence is too tenuous to provide us with any tangible
data which would indicate that Say was influenced through them, even
indirectly, by Cantillon. A third possible Link is through Say’s correspond-
ence with Dupont de Nemours. But these letters deal with the more general
methodological question of economics and do not descend to such special
questions as entrepreneurial theory.” Finally, there exists another possible
link through Germain Garnier, the translator of Smith’s Wealth of Nations.
Garnier published (anonymously) a small book in 1796, entitled Abrégé
élémentaire des principes de Téconomie politique, which was strongly in-
fluenced by Cantillon and which in some places repeats passages from
Cantillon verbatim. Say was familiar with Garnier's work, but since he
regarded Garnier chiefly as a belated representative of Physiocracy, his
reaction against him was primarily negative. It is not likely, therefore, that
Say would have adopted Cantillon’s views on entrepreneurship from this
source. Moreover, if we consult the references in Say’s work to Garnier,
we find that they are concerned exclusively with questions of economic
conditions in antiquity, Say’s refutation of the Physiocratic views of Gar-
nier, and a few minor points on the value of labor, taxes and the computa-
tion of national wealth, which all are a consequence of Garnier’s adherence
and Say’s opposition to the economic theories of Quesnay and his school.”

There do not seem to be any other more or less direct intellectual links
between the theories of entrepreneurship of Cantillon and Say. But we must
ask whether there is much sense in looking for such links. Are the two
theories so similar or so closely related that one would suspect one to be
descended from the other? On the whole, the answer must be negative.
Although Cantillon and Say both elaborated a theory of entrepreneurship,
they have little more in common than the word entrepreneur (and this had
been used, as we have seen, also by Quesnay, Turgot, and others) and
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certain obvious externals. But these facts alone do not permit us to suspect
that the study of the history of ideas would adduce evidence which might
establish an intellectual relationship between the two theories. Marx and
Marshall, who were only one generation apart, and who might also have
known one another personally, both have a theory of capital, but I am not
aware of anyone having suggested that the two theories are related, even
as contradictions of one another. And yet both men use the same term and
certain externals in their theories are identical.

Cantillon’s theory of entrepreneurship is very simple. The function of the
entrepreneur is to bear uncertainty. Cantillon explicitly excludes from his
theory the notion that the entrepreneur must also be in a position to supply
capital, and he even says explicitly that “All the rest are Undertakers,
whether they set up with a capital to conduct their enterprise, or are Under-
takers of their own labour without capital, and they may be regarded as
living at uncertainty; the Beggars even and the Robbers are Undertakers
of this class.”®® Finally there is no indication in Cantillon’s work that the
entrepreneur was also a planner, organizer, and supervisor of the factors of
production which he employed. We have seen that the Physiocrats and
Turgot developed a much more elaborate set of theories of entrepreneurship
in which entrepreneurial activity is described as embracing more than one
type of behavior and in which different writers have variously stressed the
planning and organizing function, the innovating function, or the capital
supply function of the entrepreneur. Say’s theory of entrepreneurship is
much closer to that of the Physiocrats than to that of Cantillon. And yet
it may justly be doubted whether the works of Turgot or Quesnay should
be regarded as a source of Say’s inspiration, precisely because of his funda-
mental opposition to their theories. True, Say had admiration for their
advocacy of laissez-faire and, in particular, the economic policy of Turgot.
But while he considered Turgot to have been a great statesman he approved
of his statesmanship only because he regarded Turgot’s views as not having
been derived from the “secte économiste,” an interpretation which is, on
the whole, certainly wrong.® All this leads me to believe that Say developed
his theory of entrepreneurship independently, and that his experiences as
a master cotton spinner rather than any intellectual forbears should be made
responsible for his ingenious contribution to classical economic theory.

In analyzing Say’s ideas on entrepreneurship two views must be strictly
separated: the pure theory of entrepreneurship which emerges if one con-
siders the function of the entrepreneur in economic equilibrium and the
empirical descriptions of what modern capitalistic entrepreneurs typically
do. I shall attempt in conclusion to state and examine these views briefly.

Say’s theory of the entrepreneur begins with his tripartite division of
functions which must be met in any process of production. These functions
are exhibited by operations of three kinds, the research of the scientist, the
“applications” of the entrepreneur, and the performance of the laborer.
(Cours, vol. I, p. 97). Although all three operations may be performed by
one and the same person they can be isolated analytically. The entrepre-
neur is therefore not a member of a distinct social class (as with the
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Hurvamooaﬂmv but must be Hmmﬁ.m& as the .@m&oﬁdmﬁ of w.mo&& ?boﬂ.o?
which does not necessarily correspond with a special position in muo“:wﬁco‘
ture of society.’s But what are the “applications of the entrepreneur : ,Hma
entrepreneur is the principal agent of production. For m.%&ocmr the ot er
functions are admitted to be indispensable for the creation of any good or
service, the entrepreneur puts them to work. “It is he who mmc.Smﬁ.mm needs
and above all the means to satisfy them, who compares the end with these
means. Hence this principal @cmﬁ.ov/mmhﬁo have good _.c.mmBobﬂ. He can FH%
personal knowledge of science, by judiciously employing that of others, mm
can avoid dirtying his own hands vv\/ﬁﬁ/bm the hands of others, but he
must not lack judgment; for then he might produce at great expense moHMm(
thing which has no value.” (Cours, vol. L, p. 100). The function Om. yw
entrepreneur fis thus that of mediator. He combines m.ﬁ means {factors %
production) jin order to achieve as an end the waoﬁco.ﬁob. of a moo.m and his
function coxsists precisely in performing this combination. He is, as Say
other place, “I ’intermediaire entre toutes les classes de produc-

de la pro-

says in an es : .
teurs, et entre ceux-ci et le consommateur. Il administre Toeuvre ;
duction; il est le centre de plusieurs rapports” (Traité, p. 371. Ttalics not
in original). . b
But these “applications of the entrepreneur  axe not random. As can be
seen from the quotation in the last @mHmmHmmF they B:m.ﬁ Jead to ﬂ.rm. o_.mm
ation of an object or service possessing value. _HWm. combinatory moﬂ.ﬁ@.rm
the entrepreneur thus attains its full meaning only if the proper relationship
between means and end, that is, between the using up of factors of mH.omﬁo,
tion and the expected product ﬁmﬁmm by the production process, 15 wv‘
served. This is where the entrepreneur’s judgment of values Ww.ooBmm im-
portant. But it should be noted that this judgment is confined strictly to the
relationship arising within a particular production process and does not
extend to consideration of economic relations beyond this process, not .ﬁo
speak of relations that are ultimately determined by ormdmmom in ﬁw.m mo.oE_
structure. Moreover Say does not discuss the entrepreneurial ﬂh.cbn.vﬁob ina
dynamic environment, but in purely stationary equilibrium which is oWEmmo-
terized by the equality of prices of products with their costs of mawm.snhﬁow.
In particular, he sees no relationship between entrepreneurial moﬂﬁ@ and
capital accumulation or investment.s® Thus in the last resort his mwm.oj\.&
entrepreneurship is in full contrast to that of mowEB.@mﬁoH who maintains
that in equilibrium entrepreneurial profits are dmommmm.a% zero mﬂ@ who m,:.a
finds a place for the exercise of entrepreneurial functions only ina dynamic
process. In other words, whereas for Schumpeter the characteristic of entre-
preneurial activity is the introduction of innovations, for Say it 1s the organ-
ization and combination of productive factors for a given task. At the same
time Say has stressed explicitly the notion, which we found 8.52@ already
been present in Physiocratic thought, that the entrepreneur is the central
figure in the economy. He is the universal mediator. He mediates between
landlord and capitalist, between scientist and manual laborer, between the
various suppliers of productive services among one another, and between
producers and consumers. 1f seen in this light, Say’s theory of entrepreneur-
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ship is not only fundamentally different from the later theory of entrepre-
neurship but also from the earlier ones of Cantillon, Baudeau and Turgot.

However, we must still consider one additional point. In one place in
the Cours Say extends his description of entrepreneur from oumN,&o merely
combines factors for the production of a good that has value, to that of a
person who works on his own account. His argument runs/as follows: in a
market economy the entrepreneur acquires productive services by purchase
or hire. To the extent to which he has contracted for them he either ac-
quires property rights in them or obtains them under conditions where he
is able to dispose of them freely and at his will. (Cours, vol. I, p. 510).
Hence he uses them in his own productive activities and becomes the
owner of the finished products. Production is therefore carried through on
the account of and at the risks of the entrepreneur. (Cours, vol. 1L, p. 34).
The sentence, ‘Il n'en est pas moins entrepreneur puisquil produit pour
son compte, et que son profit dépend de la valeur du produit qui résults de
ses soins,” (ibid.) thus is the core of a second view of entrepreneurship on
the part of Say.

No one has expressed the view more firmly and consistently that eco-
nomics must base its generalizations on empirical evidence rather than on
abstract axioms than Say. His chief objection to the Physiocrats was that he
considered them to start from such abstract axioms rather than from careful
investigation of the real wozld around them.*" It might, therefore, be said
that Say’s double characterization of entrepreneurship is an outflow of his
empirical method. It would be easy to show that the entrepreneur of the
early nineteenth century engaged in the organisatory activity which Say
attributes to him and that he usually was a man who ran a business on his
own account. This would, however, be irrelevant for the evaluation of Say’s
theory of entrepreneurship, because we are not concerned with how entre-
preneurs actually behaved, but which aspects of their behavior Say selected
for his theory.

We are here confronted with a problem of scientific method which is
crucial for any empirical science, and for empirical social science, in par-
ticular. The actual behavior patterns of entrepreneurs, their motives and
objectives may display a considerable degree of variation, both as between
persons or industries, as well as between countries and geographical areas.
The task of developing a theory of entrepreneurship consists in selecting
those aspects of entrepreneurial behavior which are most significant and
in determining the degree of generality with which they are found. In other
words out of the manifold and different acts which entrepreneurs have per-
formed or may be expected to perform one has to eliminate all those which
are “accidental” or which are the result of special circumstances of the per-
son, the time, the locality, the industry, or other factors. Those acts which
are left constitute then the most typical forms of entrepreneurial behavior
and we can then indicate how commonly they are found. This procedure
results not only in an entreprenewrial theory, but indicates at the same time
whether, and to what extent entrepreneurial activity is dependent upon
certain institutional relations. Say has quite properly carried through such
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an analysis, and has come to the result that the most significant aspect of the
entrepreneur is his position as mediator or co-ordinator in production, and
that the entrepreneurial function so defined is found in all situations in
which men have to meet potentially unlimited needs with scarce means, in
other words, in all situations in which economic activity, a choice between
the alternative use of productive resources, must be exercised. We have
seen earlier that Say explicitly states that entrepreneurial activity of this
kind is found also in savage society, and, by logical extension, it is part of
the daily labor of Robinson Crusoe.®

If this is recognized then the fact that the entrepreneur produces for his
own account is not part of the general ﬁWwMQ of entrepreneurship, but is
an observation of a peculiar historical relationship, which was quite com-
mon in the period in which Say wrote, but which had been absent in earlier
periods, and which tended to disappear later with the growth of corporate
enterprise. Say’s entrepreneur —and this is also a point of difference be-
tween him and Schumpeter on the one hand, and Cantillon and the Physio-
crats and the other —is not confined to a capitalist society. He appears
wherever production is carried on, where this production results in the
creation of values, and where not all the goods and services used in pro-
duction are free goods.*

We thus come to the conclusion that Say has two theories of entrepreneur-
ship. One is general and independent of a particular social framework. The
second is the theory of the capitalist entrepreneur, not in the sense which
Turgot gave to the phrase, but of an entrepreneur in a competitive capitalist
society where the individually owned firm predominates. This entrepreneur
is not only characterized by being the organizer and planner of production,
but he also carried on this activity on his own account.®® As a consequence
he may be bearing certain risks, or, in other words his income may be un-
certain. His income is thus determined by two factors. The first is the price
established by the forces of supply and of demand for any particular kind
of entrepreneurial labor. Thus Say arrives at stipulating a gradation of entre-
preneurial labor depending upon the scarcity of the capacities and knowl-
edge required in each class of entrepreneurial activity. This was already
referred to earlier in note 56. Say lists in his Cours (Vol. II, pp. 35-38) the
major causes which determine the supply of entrepreneurial labor. They
are (1) the necessity of having the moral qualifications which this kind of
work requires, (2) the necessity of attaching to the enterprise a sufficient
capital, and (3) the uncertainty of whether and what profits will be made.
Only men who have the necessary moral qualifications, who can either sup-
ply their own capital, or induce others to provide them with it in sufficient
magnitude and who are willing to bear the risks involved can become entre-
preneurs; and depending upon the magnitude of the capital or risks in-
volved and the complexity of the business the supply of entrepreneurial
labor will vary. In the ordinary one-family-farm little capital is involved,
risks are not great, and the only “moral qualifications” needed are that
common amount of judgment which Say thinks is found quite frequently.
It is different with men who operate institutions of high finance or big
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commercial enterprises. The primary source of entrepreneurial income even
under this system is not profit as a premium for risk, but a wage as com-
pensation for a highly skilled type of labor, which is scarce. (Cours, Vol. II,
p. 38-39).

Only as a second consideration does Say acknowledge that entrepre-
neurial income may be derived from the exploitation of an innovation. This
is at least implicit in Say’s discussion of the introduction of a new product
or the establishment of a new firm, and in his advice that a good entrepre-
neur must follow, and, if possible, precede his competitors in the application
of new methods. (Cours, Vol. I, pp. 208-301). Pursuing his thought along
these lines Say finally arrives at stipulating the necessary qualifications for
the entrepreneur. He lists among others a “judicious courage which can
envisage all manner of risks and an imperturbable sang-froid which permits
one to choose all means of escaping them.” (Ibid., p. 303.). Thus the entre-
preneur twrns out to be the hardy and courageous innovator who plants his
standard in new and unknown country.

It should be noted that these considerations are not part of Say’s theory
of entrepreneurship but descriptions of the socio-psychological and institu-
tional framework determining the exercise of entrepreneurial activity in a
system of competitive free enterprise capitalism. Although Say arrives at a
stipulating special qualification for the entrepreneur, his theoretical scheme
envisages entrepreneurial activity as an economic function and not as a
social role performed by a particular class of men. From the point of view
of economic theory his views of entrepreneurship constitute an important
advance since they neatly distinguish the contribution to production made
by personal services of businessmen as distinct from services of nonhuman
agents of production owned or controlled by them. But although Say him-
self did not always fully satisfy his own rigorous demand that theoretical
economic matters should be kept strictly apart from the wider social prob-
lems with which they are associated, his emphasis on the former induced
him to develop a theory of entrepreneurship which is singularly barren for
the explanation of the entrepreneurial function in a dynamic capitalist
society. In this sense his work is a step backward from the insights gained
by the Physiocrats. Only after it bad been shown by Schumpeter that the
entrepreneur was not the guardian of economic equilibrium but the dis-
turber of equilibrium was a new and fruitful development of entrepreneurial
theory possible.
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