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The Gale of Creative Destruction
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Capitalism,
Socialism

& Democracy
Joseph A. Schumpeter
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P. JOHNSON, THE BIRTH OF THE
MODERN
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cf. W. Hogarth, Beer Street and Gin Lane, 1751




E. D. BEINHOCKER,
THE ORIGIN OF WEALTH

Three Spaces
.Physical Tech. Space
.Social Tech. Space
.Business Plan Space

-> Co-evolution
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WHY CATCH-UP POLICY?
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- Korean Insight, Korean Way, Korean Uniqueness...
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‘THE LONG 19™ CENTURY’
->‘THE AGE OF REVOLUTION’

— ERIC HOBSBAWM -
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WHAT HAPPENED?
WHAT’S WRONG?

MAIMSE=,
- THE GREAT DEPRESSION S\
- FASCISM ZHj
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G. GILDER,
KNOWLEDGE AND POWER, 1981

The Information Theory of Capitalism and How It Is
Revolutionizing Our World







AN EXCUSE FOR J. M. KEYNES?

The Presuppositions of Harvey Road

Is government(official) really wise, intellectual and
fair?




THESE STRUCTURAL FEATURES

HETEROGENEITY Diversity in people, id
eas, innovations, and endeavors

MODULARITY Barriers or loose connecti
ons between components of the business
system and between business systems

REDUNDANCY Duplication that creates b
uffering capacity in components of the bus
iness system

THESE MANAGERIAL LEVERS

EXPECT SURPRISE, BUT REDUCE UN
CERTAINTY Collect signals, detect pattern
s of change, imagine plausible outcomes,
and take precautionary action

CREATE FEEDBACK LOOPS AND ADA
PTIVE MECHANISMS Monitor change, pr
omote variation, experiment, amplify innov
ations, and iterate rapidly

FOSTER TRUST AND RECIPROCITY Ac
t in ways that benefit other participants in t
he overall system, and establish mechani
sms that ensure reciprocity

FROM “THE BIOLOGY OF CORPORATE SURVI

VAL" JANUARY-FEBRUARY 2016

ADDRESS THESE THREATS TO THE FIRM

COLLAPSE RISK: Change from within or outside the ind
ustry renders the firm’'s business model obsolete

CONTAGION RISK: Shocks in one part of the economy
business ecosystem spread rapidly to other parts

FAT-TAIL RISK: Rare but large shocks, such as natural d
sasters, terrorism, and political turmoil

ADDRESS THESE THREATS TO THE FIRM

DISCONTINUITY RISK: The business environment evolv
s abruptly in ways that are difficult to predict

OBSOLESCENCE RISK: The firm fails to adapt to changi
g consumer needs, competitive innovations, or altered
d circumstances

REJECTION RISK: Participants in the business ecosyste
reject the firm as a partner

© HBR.ORG
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STOCK VS. FLOW
HEF VS, M=
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‘CREATIVE INSECURITY’

M.J. TAYLOR




E. D. BEINHOCKER,
THE ORIGIN OF WEALTH

Three Spaces -> Z}8l7| &, A|ZEH, TIFEFo| > ‘Y| M| HiF)’




