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1S CAPITALISM STABLE ?

The address of Professor J. Schrum-
peter, Profqasor of Political Economy
at Bonr, and formerly Minister of
Finante in Austria, on ** The instability

of our economic system,” attructed a
large audience, F e

By -the capitalistic syatem1, ho said, we
mean the economeic order characterised by:
(1) Private property and private initiative;
(8) production’ for the market and tha
division ol labour; (3) the important device
of_credit creation by banks, which, how-
ever, he sleod alone in Jconsidering an
essentiul element of thag s¥stem, .y

His thasis siniply was that the capitalistic
Bystem was economically st able in itself and
woulgd .therefore last indefinitely if left to
itself, but that by its own -working it
evolves a mentality in ople. and a way of
arranging life and looking at, life,- which

was boung to undermiine what were the in-

dispensable svcholagical hasas of capitalis-
tic society, He further aubmitted that this
psychological

Tocess. was already to be

seen to' be in full swing, as shown. by our

modern attitude towards taxation, inherit-

ance, homa life, and so on, gnite irrespeciive

of, - and, jndeed. running counter to.‘

' BCODOmic necessities, o 1

Capitalism meant (to use a lerm of Pro- |

festor. Macgregor's) a mationalisation of

minds, In {he Middle Ages people lived

in an environment essentinlly stable. There!

;  were the church, the tastle, the village com-

munity, the communal pracesses, which

carried things on vear after Year in essen- .

- _tially the same way, and neither church nor

" castle were discussed. There Wis 10 reason

to discuss them. Discussion was always the

precursor'of ravolution. Thus.the enviroia-

nient of the day made the minds of peop.e

. Stable. Tt was not a system of castle and

churches to whieh they were aitached, but

a certain visible church and castle and com-

munity and a family life qguite different

frony -the modern family life. It was an

essentially traditional way of life and think-
ing. ’

- bound.zn employer to

These 4id not exist any more. -Capitalism,
with its private.property and the moiives
of private property, was tending to -destroy
them. It broke up the vilizge community
and two things necessarily followad.

Pegple lcst their sense of _anything abso
lute ‘existing and of the existence nof some-
thing which— commanded aliegianre irre-
spective of personal judgment. Hence tney
wore thrown on their own. resources. They |
had to fisht their way on slippery ground,
and doing so naturally foeussed iheir atten-
tion on -the -Tationality of- their "behaviour,

_on progucing somethine that wonld fetch
.what ithad.cost-at least,” ; -~ -
The fpe¥ing of.de dence on their awn
- Judgment influen their colture, duty,
muentality. religion, art, and so.sn. - it
tended also to cut a2 man of from all nis
humanities to’ other ~parsons and” things
which- in the past - wers among_the most
-valuable of stimulants.  Many-of the things
_dear ‘to our -fathers’ were denr to s "no
“more. Not only: the . ds which formerly
1s factory and work-
people. but also'the bouds of private Iife,
the relations of'nan and -wife, of parents
and:children, @id niot meéan now what they
meant’ when they were a necessery form, of
wprvidal, 500 TUF T T b 5

‘JThe first step in _the argument leading up

t!; -‘his * thesis, - Professor ‘Ec@pmpei.ﬁ{
¥ ) ~ consisted .- in"-- pruving :
: :E?Elceedﬁnder competitive condifions of a
stable equilibrium of the'economic procﬁs{s
to which,. in given cjrcumstancss, ‘real e
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tianded ‘1o conform.itself. This proof was
‘siell established by modern analysis ‘and its
| 8reat mastes,”the Jate .Dr. Alfred Marshall.
It “was’” trie _that the theorem referred to
did not ss'a rule command the,consent of
the man in the' street, who in'our days was|
o' the habit ‘'of-sttributing to compelition all |
sorts of instability, but he -mestly did ao
under some misapprebension. - . - - -

The competitive conditioss which prevailed
during the ninetesnth century certaicly did
not prevail coy more, and it was necessary
therefore. L0 prove a similar proposition in
the case of monopolited-industry.= This was
less sasy 15 do, and many of the highest
authorities’did not admit the existence of
s stabls 'E;aumhium of economic life in this
case, which nevertheless conld be shown to!
exist. ‘Bimilarly it could be proved that
inerease of population is mever by itself a
cause of economic instabilizy, ~ + "¢ -

. -, Booms and Depressions.
¢ «Thers temaine the fact of. the buainess
cycle,. destroying as . it did any stals of
equilibriom which mighbt- have established I
itself.. "The-business eycle could not be
acrounted -for bysoutside - impulses, ' such
as harvests, ‘wars, and s0 on, but was, on
the contrary, ihe pecessary form economic
evolution took wunder ecapilalistic’ condi-
tions. But although every boom destroyed
an u}pmtnﬂum every depression tended to
establish & new one, and there was
in these recurring waves of gt)m-pa.rit:f
 depression, to affe:t the eapitalistic system
| A3 luth.hn;pr were axlensions and coolrac-
i tions of banking eredit causes of instabRlty,
as held by high suthority, - :
" But economie stability in the senso de-!
fined by"the preceding argument did not
either imply or guarantes Fo]il'u:ﬂ or sozial
stability, and" an economic siluation per-
feetly stabla in itself might still be socially
ur‘pnlillullr unstable for a variety of
reasons, Folitical and social ciryumstances
of our days wers in fact unstable in the
o h'“t 'ﬁm" that f-insiability

I might seem that if- ty werm

there the proof hy a ‘theorist thal this
instability was not due to the economie’
aystem might seem of little salue, but the
speaker’ polnted out that in the case of
on illness it was not entirely & matter of
indifferonce to know, even for prectical puc.
poses, what the iliness consists in and in
what parts of the organism it originated.

With the' present particular order of
social things, Professor Schrumpeter con-
cluded, many other things would. neces-
sarily die, and there were others that might
or might pci—family life. for instanze,—
but there was no need to be afraid of that,
because in-sociel life it was very much as
in physical life, as long as we really valued'
4 thing we proved. that it was not dead.
It only died if we wanted 1o let it drop.
Death, indesd, stepped up 1o us very often
in the bloom of youth and-efficiency. but
it was not the normal habit of death to
come 1o us thus. Tt usonlly and normally
erme after a long life, afler we wers worn
out by disappointment and_ {llness: afier
we had had encugh to want to live anv
mhgm, and the szme applied to social
things.




