
How is Strategic Management Useful in 
a World of Knightian Uncertainty?





Ontological grounding of the argument (non-
determinism; the future is ”inherently 
unknowable”).

Classification as a key instrument of foresight 
(the basis of probability estimates). 

When we cannot classify (”uncertainty”), we 
form an ”image” of the future, base our actions 
on this image, exercise ”judgment.”
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Why care about KU?
  Real-world decision-making (Kay & King, 2020); may have become 

increasingly important (Furr & Eisenhardt, 2021). 

Insight into “outlier returns”: Projects, investments, strategies that 
are engulfed by KU are partly shielded from competition because 
others are unaware of their return implications (or disagree). 

KU closely connected to ideas on theories (Felin & Zenger, 2017), 
representations (Levinthal, 2011), or judgment (Foss & Klein, 2012).



What is it?
  Subjective probabilities (Ramsey, Van den Steen).

Ambiguity (Ellsberg, Gilboa). 
Unforeseen contingencies (Kreps, Dekel) / unawareness 
(Zeckhauser, Schipper).

The state space is created, not given (Shackle, Machina).   
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What has been done? 
General KU literature

More than 700 articles since 1921 ( Dorabat, McCaffrey, Foss, & 
Klein, 2024).

Very heterogeneous litt (from highly technical attempts to e.g. 
reconcile KU w/ Bayesianism to verbal management litt.). 

Strategy
Not much, yet;  approx. 20 articles that explicitly talk about KU.
”Uncertainty is what uncertainty does.” 
 





What can we say?  

How is strategic management useful in 
a world of Knightian uncertainty?



The real innovation: The electric lightning ecosystem



As a time-travelling strategy prof, what would 
you tell Edison in 1878? 



Edison would draw on the experimentation of 
others and the inputs of his associates (the 
”muckers”).  

Built a comprehensive theory of an ecosystem 
(Felin & Zenger, 2017) (”in a week”; The Sun, 
1878). 

Engaged in cognitive leadership (Foss, 
Schmidt, & Teece, 2023, 2024) partly based on 
analogy to build legitimacy, convince 
customers, suppliers, complementors to join.

Etc. 



But Edison also 
Faced uncertainty that could only partially be reduced 
by experiments (”non-empirical uncertainty”; Al-
Naijjar & Weinstein, 2015). 
Built a superior (?) theory/repr. in a world of KU.

Made an abductive leap from few data pts to an entire 
theory.
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