Schumpeter in Bonn

Thomas Hintermaier, Univ. Bonn

Introductory talk at the conference:
“Schumpeter@100: Firm Dynamics, Growth, and Heterogeneity”

February 19th, 2026



Schumpeter describing himself

“You want to have some facts about myself. Well, | am an Austrian by birth, born in
1883 in a village called Triesch in what was then a province of the Austro-Hungarian
Empire, viz. Moravia, which now forms part of the Czechoslovakian Republic. | was
educated in Vienna, and following up an impulse which very early asserted itself, | then
travelled about for a few years studying economics from various standpoints and began
to give lectures on Economic Theory at the University of Vienna in 1909, in which year
| was also appointed to a chair of Economics in Czernowitz, then the most eastern
town of Austria, now belonging to Roumania. | was called to the University of Graz in
1911, and in 1913-14 | acted as what was called an exchange professor to Columbia
University, when | first made acquaintance with and fell in love with this country.”

Schumpeter, letter to Stewart S. Morgan, 18 May 1934,
as cited in Swedberg (1991, pp. 5-6), my highlighting



Schumpeter describing himself (continued)

“Later on | entered politics and took office as Minister of Finance in Austria after the
war. | did not return to scientific life until 1925, when | accepted a professorship at the
University of Bonn, Germany. In 1927-8 and again in 1930 | visited Harvard University,
which | joined as a member of her permanent staff in 1932. | think this is as much as

you will want to know about my past history and type of life.”

Schumpeter, letter to Stewart S. Morgan, 18 May 1934,
as cited in Swedberg (1991, p. 6), my highlighting



Historical context, year of birth

The year when ...

. Joseph Alois Schumpeter was born.
.. John Maynard Keynes was born.
. Karl Marx died.

. the Methodenstreit (dispute about methods) in economics broke out
between the Austrian School (Menger)
and the German Historical School (Schmoller).



Schumpeter's professorial trajectory




University of Vienna, Arkadenhof, monuments




University of Vienna: teachers
von Wieser, von Bohm-Bawerk,

“EVGENVBOHM
- BAWERK .
. PROFESSORDER
NATIONALOKONOMIE
FINANZMINISTER -
1851 ~.1914




Book: The Theory of Economic Development, 1911




Theorie der wirtschaftlichen Entwicklung,
preface
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The Theory of Economic Development, second edition, 1926




Theorie der wirtschaftlichen Entwicklung,
preface, second edition, Bonn




Theorie der wirtschaftlichen Entwicklung, 1911

The Theory of Economic Development, translation to English (only!) in 1934
Chapter II: The Fundamental Phenomenon of Economic Development

my translation

“Unter ,Entwicklung' sollen [...] “By ‘development’
hier nur solche Veranderungen here only such changes
des Kreislaufs des Wirtschaftslebens in the circular flow of economic life
verstanden werden, are to be understood
die die Wirtschaft that the economy
aus sich selbst heraus zeugt |[...] generates from within itself [...]
an economy
sich selbst iiberlassenen’, ‘left-to-itself’,
nicht von duBerm AnstoBe getriebenen, not driven by external impetus.”

Volkswirtschaft.”

(Schumpeter, Theorie ..., 1912, p. 103, my emphasis.

In the 1934 English edition, p. 63, the corresponding passage reads:

"By ‘development,’ therefore, we shall understand only such changes in economic life
as are not forced upon it from without but arise by its own initiative, from within.")



Change arising from within

“What we are about to consider is that kind of change arising from within the system
which so displaces its equilibrium point that the new one cannot be reached from the

old one by infinitesimal steps.
Add successively as many mail coaches as you please,

you will never get a railway thereby. "

(Schumpeter, The Theory ..., English ed. 1934, p. 64, footnote 1, my highlighting)



New combinations

What is needed for such change?

my translation

“[...] Durchsetzung “[--] pushing through of
neuer Kombinationen [...]" new combinations [...]"

(Schumpeter, Theorie ..., 1912, p. 158)



Carrying out of new combinations

“[...] five cases:
1) The introduction of a new good [...]

2) The introduction of a new method of producion |[...]

(1)

(2)

(3) The opening of a new market [...]

(4) The conquest of a new source of supply [...]
(5)

5) The carrying out of the new organisation of any industry [...]"”

(Schumpeter, The Theory ..., English ed. 1934, p. 66, my highlighting.)



The entrepreneur

“The carrying out of new combinations we call ‘enterprise’; the individuals whose
function it is to carry them out we call ‘entrepreneurs’.”

(Schumpeter, The Theory ..., English ed. 1934, p. 64)

"Because being an entrepreneur is not a profession and as a rule not a lasting

condition, entrepreneurs do not form a social class [...]"

(Schumpeter, The Theory ..., English ed. 1934, p. 78, my highlighting)

my translation

“Die soziale Stellung “The social status

entgleitet dem Nachfolger, is lost for the successor,

der mit der Beute nicht auch who has inherited the prey
die Klaue des Lowen geerbt hat.” but not the claw of the lion.”

(Schumpeter, Theorie ..., 1912, p. 529, my highlighting)



Innovation vs. Invention

“ Economic leadership [...] must hence be distinguished from ‘invention.’ [...]

Although entrepreneurs of course may be inventors
just as they may be capitalists ,

they are inventors not by nature of their function
but by coincidence and vice versa.

Besides, the innovations which it is the function of entrepreneurs to carry out

need not necessarily be any 'inventions at all.

[...] it may be downright misleading,
to stress the element of invention as much as many writers do.”

(Schumpeter, The Theory ..., English ed. 1934, pp. 88-89, my highlighting)



(Long-run) growth potential

“[...] innerhalb gegebener Kombinationen
hat jede Giitermenge ihre Grenze.

Die Kombinationen selbst aber haben keine.

Stets wird im groBen Ganzen der
Volkswirtschaft gedndert und gebessert

und der Erschépfung der Moglichkeiten
stehen wir heute nicht niher
als zur Steinzeit.”

my translation

“[...] within given combinations
each quantity of goods has its limit.
However, the combinations themselves don't.

There is always change and improvement
in the overall economy

and we are no closer today
to the exhaustion of possibilities
than in the Stone Age."

(Schumpeter, Theorie ..., 1912, p. 161, my highlighting)



Three ambitions

‘Early in life | had three ambitions:

to be the greatest economist in the world,
the greatest horseman in Austria,
and the best lover in Vienna.

Well, in one of those goals | have failed.’

Statement attributed to Joseph Schumpeter,
according to Swedberg (1991, p. 3).



[ 1925: Appointment to Bonn J




Spiethoff to Schumpeter, August 7, 1925

“I am particularly pleased that the social theory and the history of economics
assigned to you serve as a substitute for the fact that | am teaching general economics.”

Source for this and the subsequent letters:
Schumpeter—Spiethoff correspondence, Universitatsbibliothek Basel



Schumpeter to Spiethoff, September 9, 1925

“[...] as | now find myself somewhat pressed due to the appointment to Tokyo.
For only the appealing prospect of an appointment to Bonn keeps me from signing the
contract that would transplant me to Japan for at least two years.”



Schumpeter to Spiethoff, October 3, 1925

“Dear Colleague,

[...] today I already have been in a
position to sign the pre-contract
agreement |...]"



University course catalog




University course catalog, faculty listings for winter semester 1925/1926

5. Die philosophische Fakulit

. Ordentliche . Professoron. ] Nia  nhilneanhicrha Falrlts

*Dr. pliii. st rsv. pol. st tisol. von Bezold, Friedrich, Geh. Reg.-Rat
(Mittlere und neuere Geschichte).
pliil. st litt. Jncobi, Hermonn Georg, Geh. Rcg.-Rat (Indische Philo—
logie und vergleichende Sprnchiviffenschaft).
Steinmann,  Gustav, Geh. Bergrat (Geologie n. Paldontologie).
Thnrneysen,  Rudolf, Geh. Reg.-Rat (Bergl. Sprachwissenschaft, iudo-
germ. Sprachwissenschaft).
— Marx, Friedrich, Geh. Reg.-Rat (Klassische Philologie).
pleil. st iuv. Dietzel, Heinrich, Geh. Reg.-Rat (Staatswissenschaften).
Kastner, Karl Friedrich, Geh. Reg.-Rat (Astronomien
— Mcyer-Lnbke, Wilhelm, Geh. Reg.-Rat (Roman. Philologie).
~— plul. st iur. Schulte, Aloys, Geh. Reg.-Rat (Geschichte dcsMittelalters
n. der Neuzeit).
— Elter, Anton, Geh. Reg.-Rat (Klaff. Philologie).
*— pliil. st iur. Kays er, Heinrich, Geh. Reg.-Rat (Physik,.
— Brauns,  Reinhard, Geh. Bergrnt (Mineralogie n. Petrographie).
— Study, Eduard, Geh. Reg.-Rat (Mathematik,.
— Walzel, Oskar, Geh. Hofrat (Neuere d. Sprach- n. Literaturgesch.).
»— Litzmann, Berthold, Geh. Reg.-Rat (Neue deutsche Literaturgeschichte). . , o .
+ — pliil. st sur. Anschiitz, Richard, Geh. Reg.-Rat (Chemie). . . .
ichorius, Conrad, Geh. Reg.-Rat (alte Geschichte). _ Splethoff Arthur (ertschaftllc]
— péi. st inK. Clemen, Paul, Geh. Reg.-Rat (Mittlere und neuere.Kunst— >
geschichte). ]
o, A G Reg it Piosopi. & <k ot I vrsit. — Sommer,  Ferdinand (Bergl. Sp
dii. st se. Philippson,  Alfred, Geh. Reg.-Rat (Geographie). . . . .
— MeiBner, Rudolf, Geh-Reg.-Rat (Deutsche Sprache u. Literatur, nord. — pkll_ St ursa. Storrlng) Gusta‘
Philologie). . .
— Winter, Franz, Geh. Reg.-Rat (Archiologie). N (
= Vimer, Fran, e Reg-Rat O e Schumpeter,  Jos. Alois, (Wirt
— Sommer,  Ferdinand (Bergl. Sprachwissenschaft). LR .
— pkil. st ursd. Storring, Gustav, Geh. Reg.-Rat (Philosophie). e Flttlng, Johannes (Botanlk),

— Schumpeter,  Jos. Alois, (Wirtschaft!. Staatswissenschaften).

— Fiting ohames (Boail), — Hansdorff, Felix (Mathematik)

*




Noteworthy section of staff listing, winter semester 1925/1926

b. llniverlitats-Tanzlehrer.

Deichmnnn, Hugo.

Note that back then there was an Universitits- Tanzlehrer,
i.e., a University dance instructor.



[ Teaching at Bonn




Example: courses taught by Schumpeter in summer semester 1926

Gesellschafts- und Wirtschaftswissenschaften.

Allgemeine Volkswirtschaftslehre ~ Mo. Di. Mi. Do. Fr. Sa. 8 im Aud. maximum,

Prof. Spiethoff, p p
»Geschichtg der Volkswirtschaftslehre ~ Mo. 4-6 in XIX, Prof. Sch um peter. History of Economics

*Geld und Wihrung Mi. 9-11 in XIX, Prof. Schumpeter. Money and Currency
»Bank- und Borsenwesen Do. Fr. 4-6 in XI, von Becker*ath.

*Staat und Gesellschaft (Hauptprobleme  der Gesellschaftslehre) Di. 4—6 State and Society
in XIX, Prof. Schumpeter.
landwirtschaftliche Betriebslehre  II. Teil Mo. Di. 10 im Horsaal 1 der
Landwirtsch.  Hochschule, Prof. Brinkmann.
""Landwirtschaftliches Rechnungswesen Mi. Do. 10 im Hoérsaal 1 der Land—
wirtsch. Hochschule, Prof. Brinkmann.
*Die Grundlagen des kaufménnischen Rechnungswesens Di. 21/a—4 in XXIII,
Prof. Beste.
*Die Finanzierung der Unternechmung Mi. 2V2—4 in XXIII, Prof. Beste.
*Die Lehre von der kaufm. Bilanz Do. 272-4 in XXIII, Prof. Beste.
Volkswirtschaftliches ~ Seminar (allgemeine Volkswirtschaftslehre)  Fr. 6—8
in XXII, Prof. Spie th of f.

Finanzwissenschaftliches ~ Seminar Mi. 6—8 in XXII, Prof. Schumpeter- Public Finance Seminar



Teaching theory — despite “not teaching theory”

“In 1925, Schumpeter was appointed to the chair of public finance [...]

It has been said that Spiethoff prevented Schumpeter from teaching theory.
This statement can be dismissed.

He certainly did teach theory in his lectures and seminars,
as | can attest from personal experience.”

Stolper (1994, p. 8), my highlighting



Bonn students (among others)

C\ar

Wolfgang StIP<!

e Tisch



Clare Tisch

Dissertation: Wirtschaftsrechnung und Verteilung im zentralistisch organisierten
sozialistischen Gemeinwesen, 1932.

— cited by J. A. Schumpeter in his Capitalism, Socialism, and Democracy, Chapter
XVI, The Socialist Blueprint, footnote 2, p. 173, 3rd ed. 1950;

— cited by F. A. Hayek in his (very negative commenting on work by Oskar Lange) Two
Pages of Fiction: The Impossibility of Socialist Calculation, 1982, p. 141, in a section
entitled “Schumpeter’s equivocations”.



August Losch

major work: Die rdumliche Ordnung der Wirtschaft, 1940;

(translated: The Economics of Location, 1954).



Founding of the
Econometric Society




Schumpeter-Frisch memo, Bonn, September 1931

> >

Source for the memo: Econometric Society website



Schumpeter-Frisch memo, Bonn, September 1931, some itb



Schumpeter-Frisch memo, Bonn, September 1931, place and date



Bonn: Joseph-Schumpeter-Allee




Book: Capitalism, Socialism, and Democracy, 1942
From the Prologue of Part II: Can Capitalism Survive?

“Can capitalism survive? No. | do not think it can.”

“But this opinion of mine [...] is in itself completely uninteresting.
What counts in any attempt at social prognosis

is not the Yes or No that sums up

the facts and arguments which lead up to it

but those facts and arguments themselves.

They contain all that is scientific in the final result.

Everything else is not science but prophecy.”

(Schumpeter, Capitalism, Socialism, and Democracy, 3rd ed., 1950, p. 61)



Chapter VII: The Process of Creative Destruction

“Capitalism, then, is by nature a form or method of economic change |[...]."

(Schumpeter, Capitalism, Socialism, and Democracy, 3rd ed., 1950, p. 82)

“[...]that incessantly revolutionizes]...] the economic structure from within, incessantly
destroying the old one, incessantly creating a new one.

This process of Creative Destruction is the essential fact about capitalism.”

(Schumpeter, Capitalism, Socialism, and Democracy, 3rd ed., 1950, p. 83)



Some factors for possible decline of capitalism

» changing role of entrepreneur

» motives and attitudes
“A genius in the business office may be, and often is,
unable outside to say boo to a goose [...]" (p. 138)

“[.-.] introduce into private life
a sort of inarticulate system of cost accounting [...]" (p. 157)

» changing institutional framework
“Thus the capitalist process pushes into the background all those institutions, [...]
property and free contracting in particular, that expressed the needs and ways of
the truly ‘private’ economic activity.” (pp. 141-142)
» growing hostility,
featuring extensive treatment of “The Sociology of the Intellectual” (pp. 145-155)
(page numbers above refer to:
Schumpeter, Capitalism, Socialism, and Democracy, 3rd ed., 1950)



Related work during time in Bonn:
Excerpts from: Schumpeter, The Instability of Capitalism, Economic Journal, 1928

sentence: Capitalism, whilst economically stable, and even gaining

386 THE ECONOMIC JOURNAL [sEpT. 1928

in stability, creates, by rationalising the human mind, a mentality
and a styleof life incompatible with its own fundamental conditions,
motives and social institutions, and will be changed, although
not by economic necessity and probably even at some sacrifice of
economic welfare, into an order of things which it will be merely
matter of taste and terminology to call Socialism or not.

JOSEPH SCHUMPETER

University of Bonn.



From Schumpeter's farewell speech
to the Fachschaft (student association) in Bonn (1932):

“That holds particularly my own case, Ladies and Gentlemen, since | never wish to say
anything final. If | have a role, it is not to close doors, but to open them ,

and | have never had the ambition to create anything like a Schumpeter School. It
does not exist, and it is not meant to exist. Rather, | only wish to offer suggestions as
circumstances bring them to me — good ones, if possible, and bad ones, if it cannot
be otherwise.”

Joseph Schumpeter, Das Woher und Wohin unserer Wissenschaft,
Abschiedsrede gehalten vor der Bonner staatswissenschaftlichen Fachschaft
am 20. Juni 1932,

(my translation and highlighting).
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