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L EVEEN L RERER L ERTE I RALLD B,
£7:25 LicER S LES - T84 CRRARO:
HOMDEFEICIE—MEOEENI DRV LidEhid
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BB e RLTH I LATERL,

VeSO BHTEALERL, HABHIC & HIREEICE
DFRFENEEL, ERDENIC & W BHEHIIEINICLS
EV SRS ETOTIBR SNTWA DT, TRIEAIH
HomsFOBE L EAIRRRORSTR/ERICV
THENIEI E OFERTH B 2 L 2HHCEAL THL
{EiEH D 5.

FOEATIE, BEIERS BT 2HLTR/IHD
BRELT, S—ERPTIY 7 RZBEEHICE DS
DRIEZ, N L7 3RBERE R OBEFOECERE
BTNz, T—ERRTILY 7RI, TRIcBIT 58
0 BREAREEZ TESRICTIGEE O/ L 4
STBREFROFELAATREMES O LIEREZ FR L2 L
EZoNE0oTHED

I—VRAHIMIED T2 —< v 77 a v (Mises
(1949) T, B I 7 7 o=t BT 2 EHEEIBL 6
HAEETINL TRE—9—Th b LEHERHLTL
%, 70Ty —ti3 TFEIhICRRECICEERSA
BILZLicd > THIEEB L) LB TH S AR,
BRIV ETERPKBESIRHVEEFOAL,
BENRLEEHGEL 7o~ b T 5HEEEE] THY, TH
HOKRE S, THOER EHEBENAD > GECERE,
TOE—Y—-OREOEH L, AL TELBRI S HE
Bl EWIFEDOERICE > TE X 515 |(ibid.281),
2L, 70E—5 —ABITARNICIEERTERL
L, &YHEA 7 0% — 5 — D ¥R+ —E0 8

TEBEINTWAT & (ibid 282) HhSAHT, I—¥ 2R
DVWATAE—I—F, Y2 rvR—F—DREFED LD
BA T 2—2a vOBBWETIERS, LLAFA b
(Knight (1933)) D) REEEM (Y X7 Tidewn) 28K
BHNRD TO SRR, 50— BicmohTui
WRAIFAOBR A RE TSI LICEHIBAEERL T
Wk, R/, I-YRET—FRABICTLYIRG
—, RILTR, VauR=F—, N ZTIHFBHEHLT
WIRERIH A OFRE FHE L LD > oD TR igVA,
B, ML SORESHESEST L LR
XBLTWzEiFWAiawn, 724, N2 7iE, #eE
BB > —IERMHINER T 2,88 Tl OX
MEBHT B LI o702, 19465FED [5HEDER]
(Hayek (1946);(1948)) p—DDEHSEIZ/AZD, N1
T TRENFHEE) L LTOBSFORE*ER TS LD
12723, [FREIITOMEN S LT, BENGBIERDT

B0, TORENSEIRENRONORRERLT

WAHREERBRAL I LIE>ThRbhTLE ) |
(ibid. 130) THELDOBRFMBEORRII ZDRICBNTE
ICRF2 5 b DDERDIRTH D, BErInE T
FENbEh I BZRAIFLOLIHERRTIHEAL
DTH %] (ibid. 138)

NAZTIZE > TORERD THIZKRHRZ S bODESR
DIRTH D, WBEINETTOAFLID I KB
BAFLNMEEERE T EA ThHsuoild, BRM
Fh& L LTORPITRMNEFHE S 2Rk 2 RELHA
DHDELEKRTBIEITTHS, LHLIEHNS, Nz
73— RIS LTHBN TH > /), ot
BHBOBKRE MO FRE, MERZEBET 2LEND
B, N L7 D MERIGERHE © TRENFHRSLL
TOFRE] EWITFDA 57 7 —3HRARL LTHIES
HBTHEIN6TZ,

NA T UIEHER TEE%E ERH) (Hayek (1937) ;
(1948)) Tz B 3 FEROFIA | (Hayek (1945);(1948))
&V TR TR OB, Bt EHEORR 21
Blanod, THe MERIZEWRE] 2L 7L
Ly + ¥ 25 Ls] (the system of teleéommunication) EES

ATWA, LHL, ZoEXHIIFHRIRIGEGER W

11



BEATEEFOBE &2y ? (B 8D

MERETH B, —AHIEIEE - T IHBE OEIFREE
EBEOEMESH L EDEBNT I 2 ELSRRT SR
LIIER I TR THADT, A EIZ D—igs
ffite % RE L SRBEEHCET BB TH 5 L HET
&, —iRIgfi~ W A RITERIE, RSEImE %
STIELAAS, EEETHAOBICHET 2508 - Bl
£ 5 TRNRD) B E L ToEEE~7 bl %
ELIEL, TheEREThNMEETAEA LALIN
b, Fle, M IPREL: TRRFRESLLTO
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What is the Strength of Capitalism? : Property
Rights, Innovation, and Incentives

NISHIBE Makoto

SUMMARY

The demise of the Socialist economies in the Soviet Union and
Eastern Europe has raised the following double questions : 'why
did the centrally planned economies fail?' and 'what is the
strength of capitalist economies?'. Those who are interested in
Socialist Economic Calculation Debate after this historical
event must answer to these two questions at the same time. The
purpose of this paper is, by answering to these guiding ques-
tions, to clarify the problems and the limits of both Neoclass-
ical vision of the market and Neo— Austrian one. Both iden-
tifying the source of the strength of capitalism and changing
our vision of the market are necessary for discussing a new fra-
mework of the market theory and the future of market social-
ism.

According to the Neoclassical standard account of the
debate, the main controversial issue that Mises had firstly pro-
posed in 1920 was on the feasibility of socialism in terms of ra-
tional economic calculation and efficient resource allocation,
and it was finally solved by the Lange's proposal of trial and er-
ror method. Since Lange's model of 'market socialism' was the
simple application of General Equilibrium theory, it succeeded
to the static view of the market. In the 1980s such Neo— Aus-
trians as Lavoie and Kirzner criticized Neoclassical standard
account and its static vision of the market. Lavoie's reinterpre-
tation of the debate is that Mises and Hayek were right from the
outset because both of them explained the necessity of the mar-
ket in view of the dynamic nature of alarge scale, complex and
uncertain economy. Thus Neo — Austrians has changed the
concepts and the views in analyzing agents and the market,

from equilibrium to process, from substantive rationality to

procedural rationality, and from perfect competition to rivalry.
It seems to me, however, that even Neo— Austrians can not
identify the reason for collapse of socialism nor recognize the
real source of the strength of capitalism.

The strength of capitalism is twofold : the one is char-
acterized as 'the exclusion of inefficiencies by means of a stick'
and the other is described as 'the creation of diversity by means
of a carrot'. The former indicates that capitalism is strong be-
cause selecting inefficiencies out through competition results
inhigh éﬁiciency and growth. Since capitalism is based on pri-
vate property rights and self—responsibility principle, if firms
accumulate loss with the balance red or default on financial ob-
ligations, they should be taken off from the market game ac-
cording to the bankruptcy rule. To putitin another way, Soviet .
—type planned economies are inefficient in resource allocation
arising from Kornai's 'soft budget constraint'. General Equilib-
rium theory depicts the situation with hard budget constraint,
that is, the world where 'the exclusion of inefficiencies by
means of a stick' are thoroughly enforced. Kirzner, who regards
alertness of an entrepreneur as an eraser of ignorance of un-
known opportunities in the market,focuses on the 'the exclusion
of inefficiencies by means of a carrot (pure profit) '. However,
as his concept of competition is still adaptive and passive,
Kirzner cannot identify the important function of the market as
‘the creation of diversity by means of a carrot'.

We claim that Soviet —type planned economies had
collapsed in the 1980s because of no variety of consumer goods
as well as lack of innovation in information industries, and that
capitalist economies are strong becguse of incentives (super
profit) for process or product innovation as well as product dif-

ferentiation. If we take this seriously, we must admit that the

n



20

BEAEFEEFOBS &3 fH ? (FEHH L)

market performs 'the creation of diversity by means of a carrot'.
Creative competition that Neoclassical and Neo — Austrian
economists neglected should be more appreciated since this is
a real dynamic moment. Capitalism as a 'carrot—and —stick'

system is strong because the coexistence of two kinds of com-

petition can create evolutional process of innovation and imita-
tion. The market in capitalism functions not only as a'computer
and transmitter of equilibrium prices' and a 'converter of ignor-
ance into knowledge' but also as a 'generator of novelty and di-

versity'.
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