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The main message of this book is that modern economic theory and present-day eco-
nomic reality can be usefully researched by following two of Schumpeter’s (1934, 19309,
1942) perspectives of economic life: circularity, and economic development. Circularity
stands for periodicity or cyclicity, which is an outcome of the routine behavior of eco-
nomic agents; economic development stands for creative innovation and the displace-
ment of old products and organizational forms with new ones. These two perspectives
prompt the authors of the book to study a variety of economic variables, in particular
credit as a device that enables firms to undertake innovative projects and equip con-
sumers who are innovative-minded with financial muscle (share holdings) to push for
such projects. This is a nice angle because it highlights the role that individuals play
in stimulating innovations other than as users (adopters) of new products. However,
missing is an elaboration in what ways firm-led innovations differ systematically from
consumer-fed innovations, and how the two types of stimuli interact. Because innova-
tion as an evolution is “time-intensive” (it stretches over several periods), it is clouded
by uncertainty. Not surprisingly, then, the book also deals with the minimization of
aggregate risk.

The book is rich in innovative mathematical structures and modeling strategies. More
often than not, it is highly abstract and requires painstaking study before grasping a re-
sult: as, for example, when the reader is led through eleven definitions to a theorem that
provides conditions under which an economy with a financial market is considered to
be more just in a future state s = 1, ..., § than in the current state s = 0. Again not sur-
prisingly, here, on adopting a Rawlsian stance, the social improvement occurs when the
situation of the worst off individual improves, but if it does not (and if, implicitly, it does
not deteriorate), an economy is considered more just when the situation of the next worse
off individual improves, and so on.

It seems that the comparative strength of the book is in providing a mathematical
infrastructure for linking Schumpeterian analysis with mainstream economics in general,
and with financial markets in particular. When concrete results are reported, as, for ex-
ample, when capital accumulation (an engine of innovation) and capital aging are linked
with economic growth, they are more a relaxed version of known propositions than novel
claims.

All in all, the book is true to the Schumpeterian spirit: it invites creative research in-
novations, which depend on students of modern economic theory having “pro-innovative
preferences” (a term eloquently coined by the authors).
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