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Abstract

Three approaches to perspectives of long term economic development of rather different type are compared. Werner Sombart‘s "empirical - i.e. historical - realism" focusses on quantitative and qualitative structures and institutions and trends of change. As regards the abstract-analytical instruments used, Sombart is sceptical of modern economic theory of his time. On the other side of the spectrum, F.A.Hayek bases his long term perspectives overwhelmingly on strictly theoretical considerations. This is true for his treatment of socialism as well as of the evolution of the market economy. Joseph Schumpeter stands in between with his life-long endeavours to achieve a synthesis between advanced theoretical thinking and careful attention to empirical phenomena.

Judging alternative approaches by performance does not mean to compare the condensed results of the forecasts with  plain outcomes. By evaluating analytical arguments and assumptions in the light of later developments we might be able to draw conclusions with regard to the relevance of theoretical approaches  and also to certain typical assessments of economic and social reality and thus perhaps identify directions of "progress in economics" from the particular aspect under consideration.
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Introduction

In his methodological work "Die drei Nationalökonomien" Werner Sombart draws a sharp distinction between non-empirical "laws" on the one hand, and "tendencies" on the other hand which are empirical phenomena. Tendencies do not have the "dignity of necessity". What can be ascribed to them is only a greater or lesser degree of probability.(Sombart, 1930, p. 276) All kinds of predictions of long term economic development are based on certain assumptions, e.g. as regards technology, motivational forces, political developments etc. 

Joseph Schumpeter was no less aware of the limits and the risks of making long run predictions. He cautioned the reader against concentrating too much on the condensed prognostic results of his analysis by emphasising that "what counts ...is not the Yes or No that sums up the facts and arguments but those facts and arguments themselves... Analysis, whether economic or other, never yields more than a statement about the tendencies present in an observable pattern. And these never tell us what will happen to the pattern but only what would happen if they continued to act as they have been acting in the time interval covered by our observation and if no other factors intruded. 'Inevitability ' or 'necessity' can never mean more than this.  ... The process of social life is a function of so many variables many of which are not amenable to anything like measurement  that even mere diagnosis of a given state of things becomes a doubtful matter quite apart from the formidable sources of error that open up as soon as we attempt prognosis." (Schumpeter, 1942, p. 61)

If there is hardly any disagreement on the limited possibilities of long term predictions - I will use the term "perspectives" instead - between economists representing such different approaches as Sombart and Schumpeter, opinions differ considerably about the contributions of analytical theory and empirical investigation to the elaboration of long term perspectives. As a representative of the last generation of the German Historical School, Sombart did not hold in high esteem the advanced economic theory of his times. Largely on the basis of 19th century economic theory, Sombart derived his perspectives mainly from concrete investigation of historical processes.  

With all his mastership of advanced economic theory of his times, Schumpeter held a middle position concerning the tasks of economics in general as he had formulated in his essay  "Gustav v. Schmoller und die Probleme von heute."(Schumpeter, 1926) With respect to long term perspectives, Schumpeter asked for a "combination of Sombart and Edgeworth." (Schumpeter 1927, p. 214) 

On the other side of the spectrum we find F.A. Hayek. Long term perspectives, at least as regards capitalism (not socialism !) are rather a byproduct of his thinking and certainly not his central theme. Hayek's long term perspectives are deduced overwhelmingly from theoretical considerations. 

Advantages an disadvantages of these three approaches will be discussed and evaluated in this contribution by comparing perspectives with actual developments.

1. Two different cases of realism : Sombart and Schumpeter1
1.1.Transformation of capitalist enterprise and of the innovation process

There are strong parallels and similarities between Sombart and Schumpeter in their views on the driving forces of the transformation process - even though if  some of the consequences deduced from them are different.  As regards change  in organisational forms of production enterprises, motivation, entrepreneurial culture, Sombart's and Schumpeter's views more or less coincide. Through changes in the process of innovation  and technological progress both Sombart and Schumpeter see capitalism approach a "state of maturity". The system becomes "mature" for change in the organisation of  production.  Their common view leaves enough room for disagreement  about whether this production will continue to expand or not.

Sombart's theory of  "Versachlichung" (reification) or "Vergeistung" of modern enterprise is the central element in his theory of "Spätkapitalismus".2 Sombart sees two main trends at work in the evolution of relationships between different enterprises:  there is an increasing  specialisation  in the production of goods and services  while at the same time in many areas  there is an increase in the concentration of production  in enterprises of increasing size.  Underlying these two phenomena Sombart sees a very general process which is at work in all spheres  of western civilisation :  a process of "Entseelung" (de-animation) and "Vergeistung" (spiritual reification), which is a consequence of the inner logic of the capitalist spirit : rationalisation goes hand in hand with reification in which individual animal spirits ("soul") are replaced by overpowering abstract  constructs and concepts, which increasingly assume a life of their own. The evolution of capitalist enterprise is just a special case, which is transformed "from a community of  lively individuals tied to each other by personal relationships into a system of artfully designed  interdependent work performances which are executed by functionaries in human shape."(Sombart, 1927, p. 895) Modern capitalist enterprise is composed of three (sub-)systems in which the formation of the depersonalised structures of organisation proceeds :  (i) the system of administration; (ii) the system of accounting; and (iii) the "instrumental system"., i.e. the technical production apparatus.(p.  901 seq.) As a consequence, personal leadership by the entrepreneur in a traditional sense has been replaced by a bureaucratic structure. Bureaucratisation of enterprise goes hand in hand with a growing perfection of methods to narrow down or even eliminate risks of economic life, which leads to a reduction in the amplitude of business cycle fluctuations. (pp. 680 seq.) Furthermore, with the gradual exhaustion of the potential for the rationalisation of production , "administration" gets the upper hand over innovation and ever growing perfection. Production for profit ("Erwerbswirtschaft") gives way to the provision of goods and services for the needs and wants of the population ("Bedarfsdeckungs-wirtschaft”, p. 1015) State-operated railways and postal services are cited as examples of this type of enterprise through which a growing number of industries will be run.  Thus, "the community will extend its area of control. Free enterprise is replaced by semi-public entities." (Sombart, 1925, p. 26)  

The consequences of this process of "Versachlichung" and "Vergeistung" are re-enforced through a gradual exhaustion of the possibilities for technological progress and innovation. Sombart also shares  Schumpeter's view that innovation is the principal driving force of the system: capitalism "has a mania for innovations ...  either through elimination of competitors by the establishment of new enterprises based upon them, or - primarily - through introducing new, more profitable processes , capitalism soothens its innermost desire: to make an extra profit !" (Sombart, 1927,  p. 87) In his generalising statements on  innovation and technological progress, Sombart always speaks of  the introduction of new production processes, and almost never of new products. "Rationalisation concerns business as a whole . It extends to 1. production : here the most 'rational' methods are introduced which initiates and promotes technologies based on scientific principles. The organisation of the enterprise and the  use of the labour force are also rationalised. 2. The process of sale and distribution of goods is subjected to the same principles”.(Sombart 1909/2002,  p. 178) As a consequence, rationalisation of economic life, although it takes several centuries to achieve its goals, is a finite process.  Although Sombart  holds that  human wants and needs multiply with geometrical progression as material culture is expanding (Sombart, 1927, p. 86), he does not think that the concrete means for satisfaction of wants can change a great deal.  

Sombart's pessimism contrasts sharply with Schumpeter's theory of economic development  which was fully brought to bear in Capitalism, Socialism and Democracy. He did so by pointing to the importance of the introduction not only of new processes, but also of new products. He criticised  traditional  price theory for its misleading focus of analysis : "It is still competition within a rigid pattern of invariant conditions, methods of production and forms of industrial organization in particular, that practically monopolizes attention. But in capitalist reality as distinguished from the textbook picture, it is not that kind of competition which counts but the  

c o m p e t i t i o n   f r o m  t h e   n e w   c o m m o d i t y (emphasis added),  the new technology, the new source of supply .... - competition which commands a decisive cost or quality advantage and which strikes not at the margins of the profits and the outputs of existing firms but at their foundations and their very lives."(Schumpeter, 1942, p. 84) Equally important is the capability of the system to produce a major part of the new goods which are forthcoming at progressively lower prices.  Sustained expansion of production is made possible by mass consumption -  this aspect is dealt with by Sombart in a rather distorted and hence misleading manner. 

For the evolution of entrepreneurship, however, Schumpeter developed a kind of economic sociology which is very close to Sombart's.3  Schumpeter expected that "progress itself may be mechanised as well as the management of a stationary economy, and this mechanisation of progress may affect entrepreneurship and capitalist society nearly as much as the cessation of economic progress would."(Schumpeter, 1942, p. 131) He expected this to happen because essential functions in the economic process which had traditionally been performed by  individual entrepreneurs had been taken over by an anonymous apparatus, an entrepreneurial bureaucracy, which is separated from the owners of corporate enterprise . As a consequence, owners are deprived of their entrepreneurial function and are thus reduced to mere stockholders. "It is much easier now than in the past to do things that lie outside familiar routine - innovation itself being reduced to routine. Technological progress is increasingly becoming the business of teams of trained specialists who turn out what is required and make it work in  predictable ways.  ...  Thus, economic progress tends to become depersonalised and automatised."(pp. 132 seq.) Or even more pronounced : "..the economic process tends to socialise itself - and the human soul.. By this we mean that the technological, organisational, commercial, administrative and psychological prerequisites of socialism tend to be fulfilled more and more."(p. 219) The British banking sector is one of the practical examples where in Schumpeter's view  automatisation of business  is more or less accomplished : "In commercial banking, concentration and bureaucratisation seem to have done full work. The big concerns could be made to absorb as much of independent banking as there is left to absorb and then be merged with the Bank of England into a National Banking Administration, which could also absorb savings banks, building societies and so on without any customer becoming aware of the change except from his newspaper." (p. 230) In a similar context he noted with respect to certain banking activities, that "life has gone out of these forms and an administrative rationalisation of what is actually being done could easily eliminate them." (Schumpeter, 1943, pp. 122 seq.)

1.2. Socialism with and without stagnation

In Sombart's view, the stagnation of primary production4 and the transformation of capitalist enterprise were inevitably driving the economy into stagnation. Changes in the organisation of enterprises and markets  are an indication that the potential of rationalisation of production was getting more and more exhausted. In a  growing number of industries, productivity of labour and capital was approaching its upper limit and overall stagnation of output was near. In a way, such branches of production  become "mature" for other forms of operation.  

Schumpeter, who agreed with most of Sombart's analysis of developments in the enterprise sector, rejected the conclusion that the corporate economy had no growth-potential left. He never became tired of emphasising that capitalist dynamics, no matter how they had changed, would be capable of generating another half-century of   vigorous economic growth. But that would not help because capitalism was doomed due to its success, not for its failure. In the end, economic sociology of the transformation of enterprise obtains the upper hand in Schumpeter's reasoning over his theory of capitalist dynamics. In the long run he expected  the emergence of a system with  state ownership of all the relevant means of production  and with a considerable degree  of central planning  of the Soviet type although he did not consider socialism a viable option for a country as backward as Russia. The question which he felt most burning in this context was whether such a kind of socialism could be combined with freedom and democracy. 

Contrary to Schumpeter,  Sombart  never considered state- and centrally planned socialism a  viable economic order - but without going into the details why this was the case.  What he expected was some kind of "mixed economy" in which different forms of  organisation of productive  activities would exist side by side  with state owned  and co-operative enterprises becoming and gradually more and more important.  Economic planning as understood by Sombart was much less intense and encompassing than in Schumpeter's socialist system.  If Sombart  hardly bothered with the question of what kinds of risks his type of socialism would entail for democracy and freedom, this is partly due to the greater variety of ownership forms in his version of socialism, partly also to a different political orientation.

2. F.A.Hayek

In contrast to both Sombart and Schumpeter, Hayek's judgements on factual developments of the economy are based almost  exclusively on theory and - to a greater extent than Hayek was willing to admit before himself - on normative premises, i e. on value judgements.

2.1. The impossibility of socialism5
Although this issue can be touched upon only briefly in the present paper, Hayek's preoccupation with theoretical reasoning  comes out most clearly in his treatment of socialism, i.e of a centrally planned command economy. If Hayek considered such a system inferior and eventually doomed to failure - a judgement which was formulated at a remarkably early date by Mises (1920, 1922) and later proven right by the real course of events - he always based this verdict on theoretical arguments. He never dealt with the reality of socialist systems in concreto. If Hayek's analysis of a socialist system cannot explain why Eastern Europe was able to achieve some modest improvement in living standards during the 'fifties and 'sixties, only to decline sharply in the last two decades if its existence (Streissler, 1992), this objection has little weight in view of the correct prediction of the final course of events.

2.2. Hayek on the interventionist market economy6
It is a paradox that Hayek the champion of the free market economy appears to be overwhelmingly pessimistic about its future development. In his book "Road to Serfdom" the author's pessimism might seem justified by the predominance of collectivist social and political thinking in the Western world which characterised the period after World War II. But Hayek upheld his pessimism even after 1960 when he himself stated that introduction of central economic planning had ceased to be a real threat outside the communist bloc. 

If political and economic freedom had at first been successfully defended, it continued to be exposed to the threat by the introduction of socialism through the back door:  the ideology of the welfare state which pretends or many of whose advocates even seriously believe to respect the essentials of the market economy would sooner or later transform the economy into a socialist system. Hayek does not object to the goal of ensuring a modest minimum income to protect everybody against poverty. But the welfare state goes far beyond that by its promise "to secure a particular income a person is thought to deserve".(Hayek, 1944, p. 120)  In the name of "social" or "distributive justice" the welfare state will constantly aim at imposing a "pattern of remuneration based on the assessment of the performance or the needs of different individuals or groups by an authority possessing the power to enforce it."(Hayek,1976 in 1984, p. 68)

Hayek sees the destructive forces originate mainly from a comprehensive, state-organised social security system, and from the activities of trade unions. More and more generous retirement benefits for everybody will become an increasing burden for the taxpayer and for the state budget. As a consequence, economic policy will have to resort to inflation , with all the destructive effects of the latter.  The resistance of trade unions to any kind of reduction of wages will also produce more inflation. To cope with inflation, the government will have to administer wages through an incomes policy. But if relative wages are fixed by government decree, government will soon face the necessity to assign jobs to workers. Through this, the market economy will turn into a planned economy.

Any "half-way position" between market and planned economy is inherently unstable.(Kreuzer, 1983, p. 43) Although the specific interventions which in Hayek's view let the market economy slide  into socialism are different from those which Ludwig Mises had identified some forty years earlier (Mises, 1929), the final result is the same: interventionism will destroy the market economy and end up in a socialist system.

Again, this result is arrived at primarily - though not exclusively - through theoretical reasoning. Of course, Hayek could not altogether renounce empirical (i.e. historical) evidence which he assembles in a rather patchy and unsystematic way, without seriously considering facts which would present counterevidence to his theses. As will be shown in the next section, this has to do with Hayek's abstract and idealised model of the market economy whose "purity" must be preserved by disregard for historical reality of the market economy.

3.3. The “Extended Society”

Even at the analytical-theoretical level Hayek was unwilling to face the problem of market failures. Externalities, especially the problems of environment policy, are almost non-existant in his writings. The evolution of the market economy interests him only in a very general, abstract sense. "The great importance of the spontaneous order or nomocracy rests on the fact that it extends the possibility of peaceful co-existence of men for their mutual benefit beyond a small group whose members have common purposes, or were subject to a common superior, and that it thus made the appearance of the Great Society or Open Society possible. This order which has progressively grown beyond the organisations of the family, the horde, the clan and the tribe, the principalities and even the empire or national state, and has produced at least the beginning of a world society, is based on the adoption - without and often against the desire of political authority - of rules which came to prevail because the groups who observed them were more successful; and it had existed and grown in extent long before men were aware of its existence or understood its operation." (Hayek,  1967 in 1984, pp. 366 seq) The essential policy lessons are thus derived actually from the pre-history of the market economy. That the market economy, or - in Hayek's words: the Great Society (later called the "Extended Society") - does not stay unchanged as it is, but that it is subject to evolution and therefore has a history, does not get Hayek's attention. There is a deeper reason for this lack of interest: the time "before men were aware of the existence of the Great Society or understood its operation" is a kind of paradise because knowledge of its functioning will  eventually lead to intervention. To study the historical evolution of the changing reality of the market economy would demonstrate that evolution can change the reality of the market economy in a way that is inconsistent with its abstract, pure model. 

In his review of "The Road to Serfdom" Schumpeter criticised the lack of historical dimension in Hayek's thinking. Instead of treating political ideas and principles as if they were coming out of thin air, Hayek should have studied their historical origins. Then he would have discovered that they are a product of the social and economic system which he so dearly appreciates. (Schumpeter, 1946 in 1987) Questions about the dynamics of evolution of the kind Schumpeter had asked are therefore beyond the limits of Hayek's theory: discontinuous waves of innovation, growth patterns, i.e. Schumpeter's long waves, trends of structural change with respect to allocation and distribution, the organisation of capitalist enterprise and of competition. The concept of "competition as a discovery procedure" could be very close to Schumpeter's approach to "economic development". But Hayek's discoveries produce only "small changes" (in Schumpeter's sense). Likewise, Hayek's business cycle theory is not a dynamic theory in Schumpeter's sense either, because for Hayek any disturbance of equilibrium is external (non-neutral money). (Stolper, 1994, pp. 55 and 117) If the market economy produces significant discontinuities, if it is characterised by a rather high degree of contingency, it becomes impossible to postulate an ideal state of equilibrium which must not be disturbed by intervention.

It could further be argued that Hayek's negative predictions for an interventionist market economy are intended to be self-destructive. But apart from the fact that it would be difficult to show that Hayek's and Mises' predictions have prevented the Western market economies from turning into socialism, this would imply a confusion of politics and scientific investigation. The proposition could then not be taken seriously on a scientific basis.

3. Evaluation

The main purpose of a an evaluation of comparative merits and disadvantages of different approaches to long term economic perspectives can, of course, not be to indulge in the benefits of hindsight  and to make judgements about who was right and who was wrong by comparing predictions with actual outcomes. By evaluating analytical arguments and assumptions in the light of later developments we might be able to draw conclusions with regard to the relevance of theoretical approaches  and also to certain typical assessments of economic and social reality and thus perhaps identify directions of "progress in economics" from the particular aspect under consideration.

In this sense, from a very differentiated and also mixed overall picture two major achievements stand out very clearly : Schumpeter's overall picture of possibilities of capitalist development, and Mises' and Hayek's verdict about a socialist economy.
3.1. Schumpeter's "plausible capitalism"

If Schumpeter's "Theory of Economic Development" is often criticised for its lack of operationality, it is precisely on the basis of this theory where his picture of "plausible capitalism" is derived from.  Schumpeter's superior insight into the functioning and his  encompassing  and complete view of  technological progress enabled him to develop his optimistic view of the further expansionary potential of capitalism, even with monopolistic forms of competition prevailing in substantial parts of the economy . This assessment turned out to be much more realistic than the stagnationist views, of which Sombart's is only one of many examples. 

Schumpeter's theory of economic development can even explain why the consequences of concentration, bureaucratization and "Vergeistung" of enterprises to the extent that these were real phenomena have been quite different from those envisaged by Sombart and also by Schumpeter himself; in particular, why "automatisation" of technological innovation did not occur in reality. There is no doubt that giant corporate enterprises account for a growing share of world output if we consider the period after 1945. But at the same time the challenge from new competitors (e.g. from Japan) which was constantly enhanced through the growth of international trade, from new products and from substitutes remained strong. For corporate enterprises bureaucratisation has always been a threat. But at the same time they have developed management techniques and methods of organisation which were sufficient to maintain a satisfactory degree of efficiency. - Even if invention and innovation has to a substantial degree become a planned and  rationally organised activity the actual control of the process of technological development is a far cry from Schumpeter's vision of its effective automatisation.  For a certain time, J.K.Galbraith's "New Industrial State", in which a collective entity called "technostructure" pushes forward the technological frontier in a controlled manner appeared to approach reality rather closely.7 But since the late 1960's, the development of global capitalism can hardly be said to have followed this pattern. Again, it was Schumpeter who argued that "technological possibilities are an uncharted sea". (Schumpeter,1942, p. 118) This argument, which he used against the theory of vanishing investment opportunity, could also have been brought to bear against his own thesis of automatisation and bureaucratisation of technological progress. Decentralised innovation efforts have turned out to be much more effective than "automatised" innovation.

Schumpeter's long term perspective is the result of a combination of sharp analytical thinking and careful attention to economic reality - in this sense Schumpeter's "Capitalism, Socialism and Democracy" comes very close to the ideal of a "combination of Sombart and Edgeworth". Moreover,  from Schumpeter's picture of capitalism and the market economy it becomes evident that the instruments of economic theory are better able to capture its essential dynamic features than economic sociology. Schumpeter's achievement, however, seems somewhat diminished by his unlucky evaluation of a socialist economy. But had he stopped after chapter X or XI of "Capitalism, Socialism and Democracy", his book would have lacked much of its fascination. At this point one is reminded of Schumpeter's dictum that "we all of us like a sparkling error better than a trivial truth."

3.2. The impossibility of a socialist economy

Ludwig Mises' and F.A.Hayek's assertion of the inferiority, and therefore also the long term failure of a socialist, i.e. of a centrally planned command economy is a spectacular achievement essentially of pure theory. From the theoretical impossibility of rational economic calculation Mises - in 1920, before a new economic system had taken shape in the Soviet Union - drew the conclusion which anticipates the difficulties with real economic planning remarkably well: "Thus in the socialist commonwealth every economic change becomes an undertaking whose success can  be neither appraised in advance nor later retrospectively determined. There is only groping in the dark. Socialism is the abolition of the rational economy."(Mises, 1920/1972/, p. 80) When Oskar Lange, in response to Mises' challenge, put forward his model of market socialism, it was Hayek who demonstrated the impossibility of replacing real by simulated market competition. Hayek's analysis can explain why the Lange-model of market socialism has never been applied in practice. Hayek's newly developed understanding of the market process based on dispersed knowledge and its functioning as a discovery procedure allowed him to reaffirm Mises' conclusions and also to lay the basis for a new theoretical approach to the market economy whose potential are just beginning to be exploited.8

As a consequence of the  theoretical-analytical nature of the Hayek's approach, it provides the instrumental apparatus for a general judgement yes/no on the possibility of alternative systems9, but not so much for analysing specific developments in the systems themselves. After the breakdown of the Soviet-type economy it matters little why it could endure for 40 to 70 years, and why the results it produced varied considerably over time. But in the case of the interventionist market economy, these shortcomings appear to become more obvious.

3.3. The durability of the "intermediate form"

The specific arguments with which Hayek supports his thesis of the inevitable transformation of an interventionist market economy into socialism have not been confirmed but rather contradicted by actual developments. Income distribution  (pre- and after-tax) has not been subject to the fundamental changes which Hayek expected from the welfare state's alleged drive for "social justice".  Neither has collective wage policy had the equalising effects on distribution, nor on inflation which Hayek attributed to them. Nowhere was the state forced by the logic of previous actions of its economic and social policy to make the final step into an socialist system. Quite to the contrary, whenever governments faced the choice between interventions that would have gone at the substance of the market economy, and a reduction of state control, they chose the latter alternative: examples are the change of course of the French socialist government in 1983, or the turn of Sweden's social and economic policy in the crisis of the welfare state in the early 1990's. Moreover, it would be quite impossible to argue that social-democratic  parties and governments pursued the goals which Hayek insinuated to them.

Real events have rather confirmed Alfred Müller-Armack's assessment of 1932 which was critical of Mises'  theory of interventionism: it was not true that "the  (interventionist) system is an impossibility in itself which for this very reason tends to transform into a different form." (Müller-Armack, 1932, p.125)

To be sure, all this is not to deny that inflation was a serious problem until rather recently, that the welfare state is always in danger of overexpansion through mutual overbidding of political parties and thus implies a serious risk for the financial balance of the state budget and for the whole economy. But there are also corrective forces and mechanisms at work which have turned out to be stronger.

3.4. "Spirit of rationalisation" or competition

If Sombart emphasises the role of innovation as the main driving force of capitalist development, innovation is not primarily propelled by competition. In his view, technological progress is primarily pursued for its own sake. "A constant pressure on entrepreneurs and companies to produce as rationally as possible is exerted by competition and by the necessity of making profit .... But perhaps even more effectively the propelling force itself which is inherent in economic rationalisation pushes the conduct of economic activity towards ever growing perfection."(Sombart, 1913, p.446)

Sombart's sceptical attitude towards competition also becomes clear from his discussion of Mises' critique of socialism. He criticised Mises for using "technical instruments" as the main characteristics in his definition of socialism, whereas the "spirit of the principles which shape social structure" would be the relevant criterion. (Sombart, 1924, p. 6) "Spirit", in  Sombart's view, is a force of its own in the economic sphere. According to Max Weber, rationalisation of the economy is one of the manifestations of a general process of "rationalisation and socialisation, which progressively penetrates social action in all areas of society as the fundamental driving force of development."(Weber, 1922, p. 196)10 Apart from the aspect that the concept of "rationalisation" does not sufficiently capture the essence of the innovation process, the consequences of the absence of competition on economic dynamics make the Weber-Sombart thesis appear less convincing.

3.5. Internationalisation of the economy as a neglected factor

In the second half of the 20th century invigoration and intensification of competition  mainly came from the growth of the international economy:  from growth in international trade which by far outpaced growth of production, and also from growth in international investment. Of the authors under consideration, only Sombart devotes special attention to this aspect, but he got his tendencies wrong.11 Schumpeter in his "Capitalism, Socialism and Democracy" focussed almost exclusively on the perspective of the national economy  and did not pay attention to the international aspect. 

The aspect of the international economy should therefore figure prominently in long term perspectives for the new century. E.g, with the growth of the service economy, internationalisation will take a different form.

3.6. Reversal of long run tendencies

Long term perspectives tend to be primarily built upon the extrapolation of observable long run tendencies (and also on an analysis of the mechanisms behind these tendencies).  Against this inclination, Adolf Müller-Armack directs our attention to the possibility of a reversal of these tendencies. "It is important, against those who envisage the future solely as an enforcement of existing tendencies, to take into consideration the potential of a reversal inherent in the tendencies themselves."(1932, p.127) If it seems rather impossible to see by what kind of system the "capitalist" market economy will eventually be replaced in a very distant future, a definite goal for the change to which the market economy will be subject in its future evolution cannot be determined. What can be said is that it will bounce back and forth between different degrees and forms of intervention.
Footnotes
1 For a more comprehensive comparison of Sombart and Schumpeter with respect to their long term perspectives see Chaloupek, 1995

2 On Sombart's theory of Spätkapitalismus see Chaloupek, 1996

3According to Sombart's biographer Michael Appel, Schumpeter's perspective of capitalist development in "Capitalism, Socialism and Democracy" was "taken over almost entirely" from Sombart's writings (Appel, 1992, p. 260). However, the question of priority is much more complicated. Many of the essential arguments and ideas of "Capitalism, Socialism and Democracy" can be found in Schumpeter's essay on "socialistic  possibilities of today" which was published in 1921, i.e. six years prior to the publication of Modern Capitalism, Vol.III. 

4 “Die Produktivität der Arbeit wird im wesentlichen durch die Produktivität der Urproduktion bestimmt, und diese Produktivität der Urproduktion hat keine Aussicht, sich weiter zu steigern.” Sombart, 1929, p.27)

5 Hayek's writings on socialism are now collected in Vol.10 of his Collected Works.

6 For a more thorough discussion of Hayeks writings on the welfare state see Chaloupek, 1998
7 " The complexity of modern technology requires closer coordination of many highly specialized processes involved in  production than was possible with individualist entrepreneurial management. Consequently, decision-making power and economic leadership have become vested in a collective entity - the techno-structure. According to Galbraith, economic progress proceeds unabated with the technostructure, not the entrepreneur of old at the helm.... " (Cramer and Leathers, 1988, p. 53) All this develops under the guidance not of socialist planning but of private corporate enterprise structures , which is contrary to Schumpeter's expectations, although in his last years he came to consider some kind of "corporatism"  as a possibility of future development. (Cramer and Leathers, 1988)                                                                                                                                         8 See Caldwell, 1997, and on Hayek's "turn" to a new understanding of the market economy, Caldwell, 1988.

9 Not without certain assumptions, as Mises was already aware of : "Whoever is prepared himself to enter upon socialism on ethical grounds on the supposition that the provision of goods of lower order for human beings under a system of common ownership of the means of production is diminished, or whoever is guided by ascetic ideals in his desire for socialism, will not allow himself to be influenced in his endeavours by what we have said."(Mises, 1920/1972/, p. 90seq)

10 ...."jenes Rationalisierungs- und Vergesellschaftungsprozesses, dessen fortschreitendes Umsichgreifen in allem Gemeinschaftshandeln wir auf allen Gebieten als wesentlichste Triebkraft der Entwicklung zu verfolgen haben werden."(Weber, 1922/1980/, p. 196)

11 On Sombart's theory of "Reagrarisierung" and increasing national autarky see Chaloupek, 1996, pp. 168 sseq.

Literature

Appel, Michael. (1992) Werner Sombart. Theoretiker und Historiker des  modernen Kapitalismus. Marburg: Metropolis-Verlag

Backhaus, Jürgen (ed). (1996)  Werner Sombart Social Scientist. 3 vols., Marburg: Metropolis-Verlag 

Baltzarek, Franz, Felix Butschek, Gunther Tichy (eds.). (1998) Von der Theorie zur Wirtschaftspolitik - ein österreichischer Weg. Festschrift zum 65.Geburtstag von Erich W. Streissler. Stuttgart: Lucius & Lucius

Caldwell, Bruce. (1988) Hayek's Transformation. In History of Political Economy 20.4(Winter 1988)

Caldwell, Bruce. (1997) "Introduction" to Hayek 1997

Chaloupek, Günther. (1995) "Long-term economic perspectives compared: Joseph Schumpeter and Werner Sombart". In The European Journal of the History of Economic Thought 2:1(Spring 1995)

Chaloupek, Günther. (1996) "Long Term Economic Trends in the Light of Werner Sombart's Concept of 'Spätkapitalismus'". In Werner Sombart Social Scientist, ed. Jürgen Backhaus, Vol.2

Chaloupek, Günther. (1998) "Die Dauerhaftigkeit der 'Zwischenform': Hayeks Verdikt gegen den Wohlfahrtsstaat nach fünfzig Jahren“. In Festschrift zum 65.Geburtstag von Erich W.Streissler, ed. Franz Baltzarek et al. 

Cramer, Dale L. and Charles G. Leathers.(1988) "Schumpeter and Galbraith: A Comparative Analysis on the Modern Corporate Economy". In History of Economics Society Bulletin 10 (Spring): pp. 47-56

Galbraith, John K. (1969) The New Industrial State. Harmondsworth : Pelican Books

Hayek, Friedrich A. von. (1944). The Road to Serfdom. With a new preface by the author 1976. Chicago : The University of Chicago Press

Hayek, Friedrich A. von. (1967) „The principles of a liberal social order.“ In Nishiyama, Chiaki and K.R.Leube (eds.) 1984,The Essence of Hayek

Hayek, Friedrich A. von. (1976) Law, Legislation and Liberty, Vol.2, excerpt in The Essence of Hayek, ed. C. Nishiyama and K.R. Leube, pp. 62-100 

Hayek, Friedrich A. von. (1978) "Competition as a Discovery Procedure". In The Essence of Hayek, ed. C. Nishiyama and K.R. Leube, pp. 254-265

Hayek, Friedrich A.von. (1988) The Fatal Conceit. Chicago: The University of Chicago Press

Hayek, Friedrich A. von. (1997) The Collected Works Volume 10 Socialism and War (ed.B. Caldwell). Chicago: The University of Chicago Press

Kreuzer, Franz. (1983) Markt, Plan, Freiheit. Franz Kreuzer im Gespräch mit Friedrich von Hayek, Ralph Dahrendorf. Wien:  Verlag Franz Deuticke,

Mises, Ludwig von. (1920/1972) „Economic Calculation in a Socialist Commonwealth“. In A.Nove/D.M.Nuti (eds.), Socialist Economics. Harmondsworth: Penguin Books

Mises, Ludwig von. (1922) Die Gemeinwirtschaft. Jena: Gustav Fischer- Verlag

Mises, Ludwig von. (1929) Kritik des Interventionismus. Verstaatlichung des Kredits (1929), Neuausgabe mit einer Einführung von F.A.Hayek, Darmstadt: Wissenschaftliche Buchgesellschaft 

Müller-Armack, Alfred. (1932) Entwicklungsgesetze des Kapitalismus. Berlin: Junker und Dünnhaupt Verlag, 

Nishiyama, Chiaki and K.R.Leube (eds.). (1984) The Essence of Hayek. Stanford : Hoover Institution Press

Schumpeter, Joseph A. (1921) "Sozialistische Möglichkeiten von heute".

In Schumpeter, 1952, pp. 455-510

Schumpeter, Joseph A. (1926) "Gustav v.Schmoller und die Probleme von heute". In Schmollers Jahrbuch für Gesetzgebung, Verwaltung und Volkswirtschaft 50, pp. 337-388

Schumpeter, Joseph A. (1927) "Sombarts Dritter Band". In vom Brocke, 1987, pp. 196-219

Schumpeter, Joseph A. (1934) Theorie der wirtschaftlichen Entwicklung (4th edition). München and Leipzig : Duncker und Humblot

Schumpeter, Joseph A. 1942. Capitalism, Socialism and Democracy. 3rd edition  New York : Harper and Row

Schumpeter, Joseph A. (1943) "Capitalism in the Postwar World". In  Postwar Economic Problems, ed. Seymour E.Harris. New York und London: McGraw-Hill Book Company, pp. 113-126 

Schumpeter, Joseph A. (1946) Review of F.A.Hayek, The Road to Serfdom. German translation in Schumpeter, 1987

Schumpeter, Joseph A. (1952) Aufsätze zur ökonomischen Theorie. Tübingen: J.C.B Mohr-Verlag

Schumpeter, Joseph A. (1987) Beiträge zur Sozialökonomik, ed.Stephan Böhm. Wien-Köln-Graz: Böhlau-Verlag

Schumpeter, Joseph A. (1991) The Economics and Sociology of Capitalism, ed. Richard Swedberg. Princeton : Princeton University Press

Sombart, Werner. (1909/2002) "Der kapitalistische Unternehmer". In  Archiv für Sozialwissenschaft und Sozialpolitik XXIX, reprinted in Werner Sombart, Nationalökonomie als Kapitalismustheorie, eds. Alexander Ebner and Helge Peukert, Marburg: Metropolis-Verlag 

Sombart, Werner. (1913) Der Bourgeois. München und Leipzig:  Duncker und Humblot  (English translation "The Quintessence of Capitalism“, New York 1915)

Sombart, Werner. (1916) Der moderne Kapitalismus, Vol. 1 : Einleitung - Die vorkapitalistische Wirtschaft - Die historischen Grundlagen des modernen Kapitalismus. München und Leipzig : Duncker und Humblot

Sombart, Werner. (1924) Der proletarische Sozialismus. 2  Vols., Jena: Gustav Fischer-Verlag

Sombart, Werner. (1925) "Prinzipielle Eigenart des modernen Kapitalismus". In Grundriß der Sozialökonomik, IV.Abteilung/1.Teil. Tübingen: J.C.B.Mohr-Verlag

Sombart, Werner. (1927) Das Wirtschaftsleben im Zeitalter des Hochkapitalismus. Vol III/1,2 of Der moderne Kapitalismus, München and Leipzig: Duncker und Humblot

Sombart, Werner. (1929) „Die Wandlungen des Kapitalismus“. In Verhandlungen des Vereins für Sozialpolitik in Zürich 1928, ed. Franz Boese, München und Leipzig: Duncker und Humblot, pp. 23-41

Sombart, Werner. (1930) Die drei Nationalökonomien. München and Leipzig: Duncker und Humblot

Stolper, Wolfgang F. (1994) Joseph Alois Schumpeter. Princeton, N.J.: Princeton University Press

Streissler, Erich. (1992) "Hayek on Information and Socialism." In Wirtschaftspolitische Blätter 1992(2), 258-283

vom Brocke, Bernhard (ed.). (1987) Sombarts "Moderner Kapitalismus". München: Deutscher Taschenbuch-Verlag

Weber, Max. (1922/1980) Wirtschaft und Gesellschaft. 5th edition by J.Winckelmann, Tübingen: J.C.B.Mohr-Paul Siebeck
Meijer-LTP2

 AUTOR Dr. Günther Chaloupek
Seite 19
13.04.03

