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Schumpeter describing himself

“You want to have some facts about myself. Well, I 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. I was
educated in Vienna, and following up an impulse which very early asserted itself, I 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
I was also appointed to a chair of Economics in Czernowitz, then the most eastern
town of Austria, now belonging to Roumania. I was called to the University of Graz in
1911, and in 1913–14 I acted as what was called an exchange professor to Columbia
University, when I 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 I entered politics and took office as Minister of Finance in Austria after the
war. I did not return to scientific life until 1925, when I accepted a professorship at the
University of Bonn, Germany. In 1927–8 and again in 1930 I visited Harvard University,
which I joined as a member of her permanent staff in 1932. I 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

1883
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 Böhm-Bawerk, Menger



Book: The Theory of Economic Development, 1911



Theorie der wirtschaftlichen Entwicklung,
preface



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

“Unter
’
Entwicklung‘ sollen [...]

hier nur solche Veränderungen
des Kreislaufs des Wirtschaftslebens
verstanden werden,
die die Wirtschaft
aus sich selbst heraus zeugt [...]

’
sich selbst überlassenen‘,
nicht von äußerm Anstoße getriebenen,
Volkswirtschaft.”

my translation

“By ‘development’
here only such changes
in the circular flow of economic life
are to be understood
that the economy
generates from within itself [...]
an economy
‘left-to-itself’,
not driven by external impetus.”

(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?

“[...] Durchsetzung
neuer Kombinationen [...]”

my translation

“[...] pushing through of
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 [...]

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

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

(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)

“Die soziale Stellung
entgleitet dem Nachfolger,
der mit der Beute nicht auch
die Klaue des Löwen geerbt hat.”

my translation

“The social status
is lost for the successor,
who has inherited the prey
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 Gütermenge ihre Grenze.
Die Kombinationen selbst aber haben keine.

Stets wird im großen Ganzen der
Volkswirtschaft geändert und gebessert

und der Erschöpfung der Möglichkeiten
stehen wir heute nicht näher
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 I 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 I have failed.’

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



1925: Appointment to Bonn



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 I am teaching general economics.”

Source for this and the subsequent letters:

Schumpeter–Spiethoff correspondence, Universitätsbibliothek Basel



Schumpeter to Spiethoff, September 9, 1925

“[...] as I 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 [...]”
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University course catalog, faculty listings for winter semester 1925/1926

5. Die philosophische Fakultät

-c. Ordentliche Professoren.

*l)r. pliii. st rsv. pol. st täsol. von Bezold, Friedrich, Geh. Reg.-Rat
(Mittlere und neuere Geschichte).

pliil. st litt. Jncobi, Hermonn Georg, Geh. Rcg.-Rat (Indische Philo¬
logie und vergleichende Sprnchiviffcnschaft).

*— Steinmann, Gustav, Geh. Bergrat (Geologie n. Paläontologie).
Thnrneysen, Rudolf, Geh. Reg.-Rat (Bergl. Sprachwissenschaft, iudo-

gcrm. Sprachwissenschaft).
— Marx, Friedrich, Geh. Reg.-Rat (Klassische Philologie).

plcil. st iuv. Dietzel, Heinrich, Geh. Reg.-Rat (Staatswissenschaften).
Kästner, 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).
* — pliil. st sur. Anschütz, Richard, Geh. Reg.-Rat (Chemie).
— Cichorius, Conrad, Geh. Reg.-Rat (alte Geschichte).
— päü. st inK. Clemcn, Paul, Geh. Reg.-Rat (Mittlere und neuere.Kunst¬

geschichte).
— Dy ross, Adolf, Geh. Reg.-R'tt (Philosophie). R e kto r der lln iversität.
— päü. st se. Philippson, Alfred, Geh. Reg.-Rat (Geographie).
— Meißner, Rudolf, Geh-Reg.-Rat (Deutsche Sprache u. Literatur, nord.

Philologie).
— Winter, Franz, Geh. Reg.-Rat (Archäologie).
— Spiethoff, Arthur (Wirtschaftliche Stnatsmiffcnschafteu).
— Sommer, Ferdinand (Bergl. Sprachwissenschaft).
— pkil. st ursä. Störring, Gustav, Geh. Reg.-Rat (Philosophie).
— Schumpeter, Jos. Alois, (Wirtschaft!. Staatswissenschaften).
— Fitting, Johannes (Botanik),
— Hansdorff, Felix (Mathematik).
— Hesse, Richard (Zoologie n. vergl. Anatomie).
— pliil. st tliool. Kahle, Paul (Orientalische Philologie).
— Kern, Fritz (Mittlere und neuere Geschichte).
— Pfeiffer, Paul (Chemie und Stereochemie).
— Wcntscher, Max (Philosophie). Dekan der Fakultät.
— Frings, Theodor (Deutsche und niederländische Philologie).
— Konen, Heinrich (Physik).
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Noteworthy section of staff listing, winter semester 1925/1926

!4

Or. Richter, Pkax (Geologie und Paläontologie).
— Rheinboldt, Heinrich (Chemie).
— Braubach, Max (Mittelalterliche und neuere Geschichte).
— Weißgcrber, Leo (Allgemeine und vergleichende indogermanische Sprach.

Wissenschaft).
— Hertel, Eduard (Chemie).
— Stein buch, Franz (Mittlere und neuere Geschichte). .

Mit dem Halten von Vorlesungen beauftragt:
Di. Wilcken's, Otto, ord. Prof, der Universität Straßburg (Geologie und

Paläontologie).
— Müller, Josef, Professor (Deutsche Volkskunde).
— Schwarzer, Alois, akad. Turn- und Sportlehrer (Geschichte und Theorie

der Leibesübungen).

Lehrer der Künste und Sprachen.
Or. Mcnscr, Karl, Bildhauer, Lehrer der Zeichcnkunst.
Or. Fischer, Albert, Lektor für Stimmbildung u. Redekunst.
Or. Schmittbetz, Karl Roland, Lektor für Englisch.
Bauer, Adolf, Lektor für musikalische Formenlehre.
Binder, Frank M. A, Lektor für Englisch.
Röefet Fikret Haschmctt, Hilfslektor am Oriental. Seminar.
Ramondt, Fräulein M., Lektorin für Niederländisch,
vr. Bert oldi, Lektor für Italienisch.

b. llnivcrlitäts-Tanzlehrer.
Deichmnnn, Hugo.

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



Teaching at Bonn



Example: courses taught by Schumpeter in summer semester 1926

61

Religions-, Kunst- und Musikgeschichte.
»Christliehe Dogmengeschichte, I. Teil, Mo. 11 Di. 10—12 im Seminar, Prof.

G o etz.
«Übungen zur christlichen Dogmengeschichte Mo. 6—8 im Seminar, Prof.

Goetz.
*Die Religion der Primitiven und ihre Nachwirkungen in den Kultur¬

religionen einschliesslich des Juden- Und Christentums Mo. Di. 9 in
XIV, Prof. C. Clemen.

OReligionsgeschichtliehe Erklärung der Offenbarung Johannis Do. Fr. 9
. in XIII, Prof. C. Clemen.

»Übungen über Psychoanalyse und ihre Anwendung auf die Religions¬
und Mythen-Forschung Do. 6—8 in XIII, Prof. C. Clemen mit Prof.
Er is m a il n,

°Religionso-eschichtliches Seminar über das Textbuch zur Religions¬
geschichte von Lehmann und Haas Sa. 10—12 im Kunstmuseum, Prof.
C. Clemen.

Geschichte der italienischen Kunst im 15. und 16 Jahrhundert Do. Fr.
0 im Kunsthistorischen Aud. (IX), Prof. P. Clemen.

Michelangelo Sa. 12 im Kunsthistor. Aud. (IX), Prof. P. Clemen.
Niederländische Malerei des 16. und 17. Jahrh. Mi. Fr. 11 in IX, Professor

Lüthgen.
Rheinische Plastik und Malerei Mi. 12 in IX, Prof. Lüthgen.
*Ausgewählte Kapitel der französischen Kunst Mo. Do. 6 in IX, Prof.

Worri n g er.
»Geschichte des Kunstgewerbes im Mittelalter Do. IV-/S—1 in IX, Prof.

Knetschau.
Kunsthistorische Übungen (mit Ausflügen) Fr. 6—8 im Kunsth. Aud. (IX),

Prof. P. Clemen in Verbindung mit Prof. Lüthgen.
*Uebun°en Do. 7 in IX, Prof. Worringer.

»Einführung in das Studium der Musikgeschichte Di. Fr. 4 im Musikwiss.
Hörsaal, Prof. S c h i e der m ai r.

»"Musikgeschichte Englands (im Gïundrïss) Mi. 11 im Musikwiss. Hörsaal,
Prof. Schied erm air.

»Geschichte des Oratoritims Di. Fr. 6 im Musikwiss. Hörsaal, Dr. A. Schmitz.
»Carl Maria von Weber Sa. 11 im Musikwiss. Hörsaal, Dr. A. Schmitz.
^Musikwissenschaftliches Seminar Sa. 9'/ 2 —11 im Musikwiss. Hörsaal, Prof.

Schi ed er m air.
»Praktische Orgelübungen 4st. im Musikwiss. Hörsaal, Prof. Schieder¬

ma ir.
»Harmonielehre (auch für Anfänger) Di. Fr. 10 im Musikwiss. Hörsaal,

Lektor Bauer.
»Kontrapunkt I. Teil Di. Fr. 11 im Musikwiss. Hörsaal, Lektor Bauer.
*über die Verwendung und Bedeutung der Instrumente im klassischen

und modernen Orchester Di. Fr. 3 im Musikwiss. Hörs., Lektor Bauer.
»Ausführung und Spielen bezifferter Bässe (auch für Anfänger) Di. Fr.

12 im Musikwiss. Hörsaal, Lektor Bauer.

Gesellschafts- und Wirtschaftswissenschaften.
Allgemeine Volkswirtschaftslehre Mo. Di. Mi. Do. Fr. Sa. 8 im Aud. maximum,

Prof. Spiethoff.
»Geschichte der Volkswirtschaftslehre Mo. 4-6 in XIX, Prof. Sch um peter.
*Geld und Währung Mi. 9-11 in XIX, Prof. Schumpeter.
»Bank- und Börsenwesen Do. Fr. 4-6 in XI, von Becker^ath.

62 —

*Ge\verbe- und Industriepolitik Fr. 9—11 im Neuen grossen Hörsaal, Prof.
Beckmann.

Gegenwartsprobleme der Sozialpolitik Mi. 12 in XX, Prof. von Beckerath.
Einführung- in die Praxis des volkswirtschaftlichen Beamten I. Teil: Die

Technik des Tarifvertrages, vierzehntäglich Mi. 4—6 in XX, Syndikus
Faubel.

*Staat und Gesellschaft (Hauptprobleme der Gesellschaftslehre) Di. 4—6
in XIX, Prof. Schumpeter.

landwirtschaftliche Betriebslehre II. Teil Mo. Di. 10 im Hörsaal I der
Landwirtsch. Hochschule, Prof. Brinkmann.

""Landwirtschaftliches Rechnungswesen Mi. Do. 10 im Hörsaal I der Land¬
wirtsch. Hochschule, Prof. Brinkmann.

*Die Grundlagen des kaufmännischen Rechnungswesens Di. 2 1/ a —4 in XXIII,
Prof. Beste.

*Die Finanzierung der Unternehmung Mi. 2V2—4 in XXIII, Prof. Beste.
*Die Lehre von der kaufm. Bilanz Do. 2'/ 2 -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-
♦Betriebswirtschaftliches Seminar Mo. 7 in I der Landw. Hochschule,

Prof. Brinkmann.
°Uebungen zur speziellen Volkswirtschaftslehre (mit schriftlichen Arbeiten)

Di. 6—8 in XXII, Prof. von Beckerath.
*Betriebswissenschaftliche Uebungen Mi. 12 in I der Landwirtschaftlichen

Hochschule, Prof. Brinkmann.
°Uebungen zur allgemeinen kaufmännischen Betriebswirtschaftslehre Do.

10>/ 2-12 in XXIII, Prof. Beste.

♦"Besprechungen über allgemeine Volkswirtschaftslehre mit Klausurarbeiten
im Anschluss an die Vorlesung Mo. 6—8 in XXII Prof. Spiethoff.

Agrarpolitisches Kolloquium Do. 12 in XX, Prof. Beckmann.

Geographie und Völkerkunde.
*Die Klima- und Vegetationszonen der Erde Mo. Di. Do. 3 im Auditorium

maximum (Konviktstr.) Prof. Philippson.
Anthropogeographie (Mensch und Wirtschaft) der Rheinlande Mo. Di. Do.

4 im Auditorium maximum, Prof. Quelle.
"Geographisches Seminar Mo. 6—8 im Geographischen Institut (Konvikt-

strasse), Prof. Philippson.
Wirtschaftsgeographische Uebungen 2st. im Gcogr. Institut, Prof. Quelle
-(-Geographische Lehrausflüge, Prof. Philippson.

Mathematik und Astronomie.
Einführung in die Geodäsie mit Uebungen Di. 5—7 in XXII, später im

Geod. Institut, Prof. C. Müller.
♦Differentialrechnung Di. Mi. Do. Fr. 8 in XXII, Prof. Beck.
"Uebungen zur Differentialrechnung Fr. 9 in XXII, Prof Beck.
♦Einführung in die Algebra und Determinantentheorie Mo. Di. Mi. Do. 9

in XXII, Prof. J. 0. Müller.
♦Differenzialgleichungen Di. Mi. Do. Fr. 12 in XXII, Prof. Haus dor ff.
"Uebungen über Differentialgleichungen Mo. 12 in XXII, Prof. Hausdorff.
»Ausgewählte Kapitel aus'der Integralrechnung Di. Fr. 11 in XXU, Prof,

Hausdorff.
Seminar für mittlere Semester (Vortragsübungen) zusammen mit Prof.

Müller, pg. Fr. alle 14 Tage 6—8 im Mathematischen Seminar, Prof.
Hausdor ff.

History of Economics
Money and Currency

State and Society

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 I can attest from personal experience.”

Stolper (1994, p. 8), my highlighting



Bonn students (among others)

Cläre T
isch

August Lösch

Wolfgang Stolper



Cläre 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 Lösch

major work: Die räumliche Ordnung der Wirtschaft, 1940;

(translated: The Economics of Location, 1954).



Founding of the
Econometric Society



Schumpeter-Frisch memo, Bonn, September 1931

in re 
the Econometric Society • 

llaving met in unich and Bonn on September 
27th and 28th and discussed the matters o:r the Econometric 
Society the undersigned Jose:r 93humpeter and Bagnar J'risoh 
have agreed on the following po1nts1 which they take the 
liberty to communicate to the colleagues in the Oounoil of 
the Eoonometrio Sooiety as proposals regarding the policy 
to so be followed by the Council in the further work. 

I. <harter Jlembers • ========================== 
Professor Divisia has proposed the policy 

of invi•ting as Oharter Members not only specialists 1il Eco= 
nometrios but also a larger group or people.His proposal is 
aocepted by ·a Professor Fisher who says in a letter of Aug. 
2oth 1931 to Divisia • The point in which your letter most 
intluenced me is in res:pect to the Oha.rter ICemberahi:p • I am 
now inclined to think :that we should admit to Charter Kember= 
shi:p anyone whose name would help to 1'orward the Society. The 
Charter Kembers might be help:t'ul in either ot t o ways first, 
because a person is a specialist Who has contributed materially 

economic lines or second, simply because he is a distingui= 
shed ? 8 in point of principle the undersigned .c= 
oept this policy with the following :proviso; w d em it assen= 
tial that persons of the second category invited to a Charter 
Kembershi:p should bave distinguished themselves in some bre.n h 
or E.fienoe. Thus we re in point or princi.1}le opposed to invitine 
in this category politioia.n.,..s , bi g business men or otheI 
persons whose :tame is ot a non-sienti:fic character. This should 
only be done, We believe, in the case of a very exceptional ser= 
vice to this Society. 

·e also think that the second c· tegory shoula 
1nclud not only economists that are non-specialists in our 
fields, but also other non- spec! lists. A Charter members o:r 
the second category may bo, we believ , of one of the :tollowi ug 
:four types' 

a.) Economists that are not statisticians or mathema= 
ticians. 

b.) Statisticians, tbat are not Economists or the= 
maticians. 

c.) Kathomaticians, that are not Econo sts or stati= 
sticians. 

d.) Scientists from other fields, ho tt..ke a r al 
terest• .in tho econometric approach to 

In accordance with Divisia we believe, that 
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certain persons in the second category or Charter Kembers should 
be extem:pt f'rom dues • Jor instance, Kea &like Karl Pearson , 
Vito Volterra and Ha.damat"d are eligible in the second category • 
.Although their central interests is not eoonomioa, their whole 
eoientl:t'1o attitude is suoh as to make them valuable members for 
the Society. It would seem a peculiar proceaure first 
to invite such people and then send them a bill of membership · 

e do not th1nk howeTer, that all Charter Members ot the 
second category be exte:rill)t from dues. In particular we 
think that most of 1f not all or, them1 Charter Members, whose 
pri.nci:ple interest ls in economics, ought to pay a due. The list 
ot those extempt · trom dues might be decided in each case by the 
Council. Those Charter Kembers that are extempt f'rom dues,should 
also, we believe, have the journal free , if a journal is establ1= 
shed. 

' Ofl<4 
e consider a procedure(as • the one outlined 

above, as being in perfect accoJ'(ianoe .with the oonstitution. e 
agree w1 th Di visia, that the clTse or the cons1 tution ' " The 
dues for regular members and the dues for fellows shall be fixed 
bU the Oouc11 n leaves it open for the Council to fix zero dues 

some or the Charter )[embers. In all other respects the two 
catego:zitd of the Charter J:embers shouh, we believe,kon a par. For 
practical purposes it may however, be convenient to designate 
them by special names. We propose •1 Charter )(embers honoris 
causa " and Jaying Charter )[embers •. 

1' :rellowe. 

' ·e are of the Oi>inion that the list ot 
fellows should be very restricted. As a rule a fellow ought 
to unite in the same person both the economic , the statistical 
and the mathematical »oint of view. In this connection we do"""4( 
not interprete the mathematical point of view as the mere d¥e9 
of quite elementare formulaxe or the computat!o or a correlation 
coef'tioient , but as a point of view that 1.m_pli knowledge of 
mathemath1cs t least sufficient to r ead Cournot and Walra.s. In 
exceptional cases of men or great merit some flexibility in the 
mathemathilK: requirements might hawever be admitted. We are, for 
instance, ready to accept esley c. Mitchell as a fallow because 
of his pionier work 1n the statistical study of the business 
eyole. But we are strongly to include amongst the fellow 
the large group of workers, who has followed in 1tchell's foot= 
steps or the still l arger group of workers in economic statitics 
generally. e are, for instance, not ready to wote :f'or Snyder and 
Mills as fellows • . e admit that their works is of' great value in 
making accessible important source material for economic investi= 
gations. t 1n our opinion their work bas not advanced the 
essential object of our society; the colaboration of the thinker 
and the observer in economics - to such an extent as to warrant 
their election as fellows. 
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Slutsky. 

III. Ordinarr Iembers. 

The requirements of ordinary membership should 
be quite liberal, we believe. In particular it Will be desirable 
to ha.Te young promising eoonometriciana ad.here as regular members 
The Council Members shoul d draw up lists or prospect ive members . 

IV. Publioation ot a Journal. 

As we see it the three main objects tow11rds 
Wb.ioh the eff'orts ot the journal ot the soviety should be directe 
are: 

1.) The publishing ot re:ports regarding the work ot 
the society minutes or the meetings e1o. 

2.) The publish.Lis in f'ull ot papers presented. at the 
meetings.· 
The publishing or a systemathio annotated biblio= 
graphy ot eoonometrio literature. We propose that 
a Committee ot three be appointed to stud.7 the or= 
ganization of such a bibliograplq'i How to establish 
the colaboration between reporters in the various 
countries wbat kind of classification system to 
ado:pt eto. We are ready either to serve on such a 
Committee or cooperate with the · Committee in any 
way which the Council may find desirable. 

Vie have no obJeotion to the Journal taking up 
the publishing of econometric papers in Whether this ougM 
to be done or not, is mainly a of the financial support 
which the journal can get. We want to emphasize however, that eve 'k-
it large t"u.nds become available no eff'ort ought to be made to 
oonoentrate as far as possible the econometric papers or the 
world in the journal of the society. On the contrary wo believe 
that it is very desirable that all the l eading eoonomic journals 
should contain econometric papers to the extent whioh they find 
they can artort. even think that it would bo desirable ror the 
society to a service by whi ch papers from the members or 
the soci ety in the l eading economic Journals. The 
Oounc11 members could probably render usetul services in this 
oonneotiona. Divisia has suggested that the same paper may be 
placed in several journals.T»!s_ will 
not be possible, nor even desirable.But some of contact 
between the journal or the society and the leading eoonomio jour= ;/ 
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nals will undoubtedlybftsetul. The following is a list of journals 
with which it will to establish such a contact 
Woonomio Journal, uarterly Journal ot llconomios, & Journal of 
Political EconOJll1", La revue d' eoonomie polititue, Glornale 
degl.1 Eoonomist1. Arohiv :t'tir Bozial Wissensohart, Zeitschrift :t'lir 
Bat,onal-Oekonomie. ' eltwirtsohattliohes Aroh1v1 Jahrbticher t'lir 
Bational-Oekonomie. 

A service as the one outlined above may be 
useful not only for the Eoonometrio Society but also tor the 
various eoon.6mio journals 1n so tar as suoh a journal may oooas= 
sionally want to have the o:pinion of the society regarding an 
econometric paper, that bad been presented directly to the jour:= 
nal in q_uestiono 

Financial support offered to the journal whe• 
ther trom scientific institutions 1 big business, or otherwise, 
should only be accepted. it it can De made 1n such a form as to 
preserve the absolute autonomy of the journal. The journal must 
remain independent and it's polioy be determine exclusively by 
aoientit'io motives. 

If sufrioient tunds become available to ] er= 
mit the publishing of econometric papers in general, we think 
that a small Committee should be a:p:po1nted to hel:p uhs main audi• 
tor idt'orming the necessary oontaots, lf the journal ia published 
in u.s. and the main ••ditor is an .American, the oommittee ought 
to consist, we believe , of this main •laditor.-, and two Europeans. 
We declare our r eadiness tG serve on such a Oomm.1ttee. The Com= 
mittee as suoh should decide, we believe , on whether or not a 
paper presented to the journal should be published. This does not 
of course aeither to the papers :presented at the meetings o 
the society to notes and ar ticles ot a bibliogra:pbioal oharao 
ter • . Yor such mat t ers the main .aditor must take the :t'ull res:pon= 
sibility. 

As name of the we :pro:posei 
Journal or the Econometric Et>ciety or w Econometrica 

v. .Annual )(eotings. 

.. The • • 
The meeting of the Econometric Society in Lau.11 

sanne September 22nd to 24th this year ima proved to be a great 
success. The most inter osting feature of the meeting was the t act 
that hardly any time was given to discussions about methodoltogy; 
Pr actioally all t he communications and discussions were concer: 
ned with actual work on sci entific problems. 

At the Lausanne meeting t here was a very sn 
s trong f eeling t hat t he European meeting ought to be made an 
annual f eature, and we agr ee 1n this. The majority l 'lthose 

t he wi sh t hat t he next h'Uro:pean meeting 
should be arranged in Paris 1n t he firs t week ot Oktober 1932. 
The :place Ztirich was discussed but rej acted. 

The wish was also expressed t hat ono should 
try to organize a sari!!DI• series ot " confer ences - leoons • • 
That i s to say lect ures giving a more or l ess system.a.tic develop= 

of those parts of mathematics t hat are particul arly useful 
in econom trio studies. Since it is to be expected that not all 
those present at t he meeting will want to at t end these l ec·bures, 
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it might desirable to set aside for them a day before the 
off1Cial"'o he meeting, and then l et the off'icial meeting exit; 
ten4 over the tollowing a two and ahalt days. Such lectures 
will do much to the object of the society, and we 
suggest that they be arranged 'both at the Euro:pean and at the 

erican meetings. 
The annual meetings of the fellows can of 

course most con•eniently be arranged at the same time. The 
question may arise it the American or European meeting of the 
fellows shall be considered as the official one. e propose 
that both these meetings are considered as equal and that :iBll 
in matters of vote, the votes from the t o fello -meeting are 
counted together. 

Bonn, September 28th 1931. 

Josef 

Ms bf; sent to; MBJft:i::iJJJn T8cft68r Bf 
Divisia, Prot. l?ranoois Ecole Folyteobniq_u1e,Paria,Franoe. 
Fisher, Prof .Irving, Yaie University,New HaventConnecticut. 
Frisch Prof .Ragnar, University of Oslo. Oslo.Norway. 
Roos, Dr.Ob.arles,F • .American ssoviation for the Advancement ot 

Scienoe,smithsonian Institution ahington.D.O. 
Schumpeter.Prot.Joser. University of Bonn. Bonn.Germanyo 
ilson,Prot.E.B.School of Public health,Rarvard University. 

Vc.n Dyke Street ,Boston 17, r. ss. 
Prof o filliam University of , ilno.Poland. 
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Bonn: Joseph-Schumpeter-Allee



Book: Capitalism, Socialism, and Democracy, 1942

From the Prologue of Part II: Can Capitalism Survive?

“Can capitalism survive? No. I 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

 1928] THE INSTABILITY OF CAPITALISM 385

 for the phenomenon of prosperity coexisting with stable, or nearly
 stable, prices which we have had the opportunity of witnessing in
 the United States 1923-1926. It is easy to see that the three
 causes alluded to, whilst they accentuated the waves in competi-
 tive, must tend to soften them down in trustified, capitalism.
 Progress becomes " automatised," increasingly impersonal and
 decreasingly a matter of leadership and individual initiative.
 This amounts to a fundamental change in many respects, some of

 which reach far out of the sphere of things economic. It means
 the passing out of existence of a system of selection of leaders

 which had the unique characteristic that success in rising to a
 position and success in filling it were essentially the same thing
 -as were success of the firm and success of the man in charge-
 and its being replaced by another more akin to the principles of
 appointment or election, which characteristically divorce success
 of the concern from success of the man, and call, just as political
 elections do, for aptitudes in a candidate for, say, the presidency
 of a combine, which have little to do with the aptitudes of a
 good president. There is an Italian saying, "Who enters the
 conclave as prospective pope, will leave it as a cardinal," which
 well expresses what we mean. The types which rise, and the
 types which are kept under, in a trustified society are different
 from what they are in a competitive society, and the change
 is spreading rapidly to motives, stimuli and styles of life. For
 our purpose, however, it is sufficient to recognise that the only
 fundamental cause of instability inherent to the capitalist system
 is losing in importance as time goes on, and may even be
 expected to disappear.

 ? 7. Instead of summing up a very fragmentary argument, I
 wish to emphasise once more, in concluding, that no account
 whatsoever has been taken of any but purely economic facts and
 problems. Our diagnosis is, therefore, no more sufficient as a
 basis for prediction than a doctor's diagnosis to the effect that a
 man has no cancer is a sufficient basis for the prediction that he
 will go on living indefinitely. Capitalism is, on the contrary, in
 so obvious a process of transformation into something else, that it
 is not the fact, but only the interpretation of this fact, about which
 it is possible to disagree. Towards this interpretation I have
 wished to contribute a negative result. But it may be well, in
 order to avoid misunderstanding, to state expressly what I
 believe would be the positive result of a more ambitious diagnostic
 venture, if I may presume to do so in one short and imperfect
 sentence: Capitalism, whilst economically stable, and even gaining
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 in stability, creates, by rationalising the human mind, a mentality
 and a style of life incompatiblewith its ownfundamental 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.
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From Schumpeter’s farewell speech
to the Fachschaft (student association) in Bonn (1932):

“That holds particularly my own case, Ladies and Gentlemen, since I never wish to say
anything final. If I have a role, it is not to close doors, but to open them ,
and I have never had the ambition to create anything like a Schumpeter School. It
does not exist, and it is not meant to exist. Rather, I 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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References III

Schumpeter, J. A. and Frisch, R. (1931).
Memorandum in re the Econometric Society.
Internal memorandum circulated in preparation for the founding of the Econometric
Society.

Stolper, W. F. (1994).
Joseph Alois Schumpeter: The Public Life of a Private Man.
Princeton University Press, Princeton, NJ.

Swedberg, R. (1991).
Joseph A. Schumpeter: His Life and Works.
Polity Press, Cambridge.


