The Process of Creative Destruction  By Joseph A. Schumpeter 
EDITOR NOTE: This article is taken from the chapter of the same title in the 1942 book, Capitalism, Socialism, and Democracy. To make it easier to read, we have not followed the standard procedure of using ellipses to mark omitted words and passages. 
In dealing with capitalism, we are dealing with an evolutionary process. Capitalism is by nature a form or method of economic change, and never can be stationary. The opening up of new markets and the organizational development from the craft shop and factory to such concerns as US Steel illustrate the process of industrial mutation that incessantly revolutionizes the economic structure from within, incessantly destroying the old one, incessantly creating a new one.*

The process of Creative Destruction is the essential fact about capitalism. It is what capitalism consists in and what every capitalist concern has got to live in.

Since we are dealing with a process whose every element takes considerable time in revealing its true features and ultimate effects, we must judge its performance over time, as it unfolds through decades or centuries. What happens in any particular part of the process ?say in an individual concern or industry ?may indeed clarify details of mechanism but is inconclusive beyond that. Every piece of business strategy acquires its true significance only against the background of that process. It must be seen in its role in the perennial gale of creative destruction; it cannot be understood on the hypothesis that there is a perennial lull.

The problem that is usually being visualized is how capitalism administers existing structures, whereas the relevant problem is how it creates and destroys them. As soon as this is recognized, the first thing to go is the traditional conception of competition within a rigid pattern of invariant conditions. In capitalist reality, the kind of competition which counts is from the new commodity, the new technology, the new source of supply, the new type of organization ?competition which commands a decisive cost or quality advantage and which strikes not at the margins of the profits and the outputs of the existing firms but at their foundations and their very lives.

It is hardly necessary to point out that competition of the kind we now have in mind acts not only when in being but also when it is merely an ever-present threat. It disciplines before it attacks.

Many theorists take the opposite view, which is best conveyed by an example. Let us assume that there is a certain number of retailers in a neighborhood who try to improve their relative position by service and tmosphere? but avoid price competition ?a picture of stagnating routine. As others drift into the trade, that quasi-equilibrium is upset, and the retailers will try to mend the case by raising prices in tacit agreement. Such cases do occur, but they are fringe-end cases to be found mainly in the sectors furthest removed from all that is most characteristic of capitalist activity. In the case of retail trade, the competition that matters arises not from traditional shops of the same type, but from the department store, the chain store, the mail-order house, and the supermarket.

A theoretical construction which neglects this essential element of the case neglects all that is most typically capitalist about it; it is like Hamlet without the Danish prince.
 * Those revolutions are not strictly incessant: they occur in discrete rushes which are separated from each other by spans of comparative quiet. 
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