Schumpeter on The Future of Capitalism


Why is Capitalism so amazing? 
You have to look at the long run to see its effects. 
“It is the cheap cloth, the cheap cotton and rayon fabric, boots, motorcars and so on that are the typical achievements of capitalist production, and not as a rule improvements that would mean much to the rich man. Queen Elizabeth owned silk stockings. The capitalist achievement does not typically consist in providing more silk stockings for queens but in bringing them within the reach of factory girls in return for steadily decreasing amounts of effort.” 
Schumpeter KSD, p. 132
But then he says, “Can Capitalism survive? No. I do not think it can.”  Why not?
Routine Innovation:
"Innovation itself is being reduced to routine. Technological progress is increasingly becoming the business of teams of trained specialists who turn out what is required to make it work in predictable ways. . . Since capitalist enterprise, by its very achievements, tends to automize progress, we conclude that it tends to make itself superfluous—to break to pieces under the pressure of its own success.” Schumpeter KSD, p. 132
Or, in other words,

"Innovation comes to be stamped out with same efficiency as mass produced goods.”
Richard Langlois
Rationality:
“Capitalism creates, by rationalizing the human mind, a mentality and a style of life incompatible with its own fundamental conditions, motives, and social institutions, and will be changed, although not by economic necessity . . . into an order of things which it will be merely a matter of taste and terminology to call socialism or not.” Schumpeter (1928) “The Instability of Capitalism” 
Conclusion:
“Marginal productivity theory, however, has traditionally neglected the problem of technical change as falling outside the purview of economic analysis.  Schumpeter, in his Theory of Economic Development (1912), tried to fill the gap, insisting on the importance of “innovations”—broadly defined as the introduction of new methods, new products, new sources of supply, and new forms of industrial organization—for the understanding of economic progress.  But Schumpeter failed in any way to provide either a systematic theory of innovations, or an analysis of the manner in which innovating “entrepreneurs”—the source of all dynamic change in the Schumpeterian system—appear on the historical scene.  And so economists continued by and large to abstract from technical progress.” Blaug (Economic Theory in Retrospect, pp. 462-463)

Listen to audio (FreakEarth.mp3 28:40):


If we go back 200 years, then we have basically the entire world population living in material conditions that we would call extreme poverty by the standards of today.


What is the share of the global population living today in extreme poverty? Write down your answer:





______ % (put a number from 0 to 100)


Also, would you say the number has gone up or has gone down?


______ (write “up” or “down”)











