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Adam Smith
The Wealth of Nations

Adam Smith (1723-1790) was a leading figure in the Scottish Enlightenment,
and taught moral philosophy in Glasgow. His most famous book, The Wealth of
Nations (1776), is one of the great classics of liberal political economy. Smith
believed that there is a natural economic order expressed through competition,
self-interest, and individual entrepreneurialism. Through the free market mecha-
nism of supply and demand, he argued, an “invisible hand” brings about a nat-
ural equilibrium and harmony. Consequently, he believed in laisser-faire (leave
alone)—that is, the idea that government should intrude as little as possible in
the socioeconomic realm. However, he did recognize the need for an active gov-
ernment role in some matters of importance, as can be seen in the following
passages from The Wealth of Nations.

Introduction and Plan of the Work

The annual labor of every nation is the fund which originally supplies it with all
the necessaries and conveniencies of life which it annually consumes, and which
consist always either in the immediate produce of that labor, or in what is pur-
chased with that produce from other nations.

According therefore, as this produce, or what is purchased with it, bears a
greater or smaller proportion to the number of those who are to consume it, the
nation will be better or worse supplied with all the necessaries and conveniencies
for which it has occaston.

But this proportion must in every nation be regulated by two different circum-
stances: first, by the skill, dexterity, and judgment with which its labor is gener-
ally applied; and, secondly, by the proportion between the number of those who
are employed in useful labor, and that of those who are not so employed. What-
ever be the soil, climate, or extent of territory of any particular nation, the abun-
dance or scantiness of its annual supply must, in that particular situation, depend
upon those two circumstances.

The abundance or scantiness of this supply, too, seems to depend more upon
the former of those two circumstances than upon the latter. Among the savage
nations of hunters and fishers, every individual who is able to work is more or less
employed in useful labor, and endeavors to provide, as well as he can, the neces-
saries and conveniences of life, for himself, or such of his family or tribe as are
either too old, or too young, or too infirm to go hunting and fishing. Such nations,
however, are so miserably poor that from mere want they are frequently reduced,
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or at least think themselves reduced, to the necessity sometimes of directly de-
stroying, and sometimes of abandoning, their infants, their old people, and those
afflicted with lingering diseases, to perish with hunger, or to be devoured by wild
beasts. Among civilized and thriving nations, on the contrary, though a great
number of people do not labor at all-—many of whom consume the produce of ten
times, frequently of a hundred times, more labor than the greater part of those
who work—-yet the produce of the whole labor of the society is so great that all
are often abundantly supplied; and a workman, even of the lowest and poorest
order, if he is frugal and industrious, may enjoy a greater share of the necessaries
and conveniencies of life than it is possible for any savage to acquire. . . .

Whatever be the actual state of the skill, dexterity, and judgment with which
labor is applied in any nation, the abundance or scantiness of its annual supply
must depend, during the continuance of that state upon the proportion between the
number of those who are annually employed in useful labor, and that of those who
are not so employed. The number of useful and productive laborers, it will hereafter
appear, is everywhere in proportion to the quantity of capital stock which is employed
in setting them to work, and to the particular way in which it is so employed. . . .

Nations tolerably well advanced as to skill, dexterity, and judgment in the ap-
plication of labor have followed very different plans in the general conduct or
direction of it; and those plans have not all been equally favorable to the greatness
of its produce. The policy of some nations has given extraordinary encouragement
to the industry of the country; that of others to the industry of towns. Scarcely any
nation has dealt equally and impartially with every sort of industry. Since the
downfall of the Roman Empire, the policy of Europe has been more favorable to
arts, manufactures, and commerce—the industry of towns—than to agriculture—
the industry of the country. . . .

Though those different plans were, perhaps, first introduced by the private inter-
ests and prejudices of particular orders of men, without any regard to, or foresight
of, their consequences upon the general welfare of the society; yet they have given
occasion to very different theories of political economy, of which some magnify
the importance of that industry which is carried on in towns, others of that which
is carried on in the country. Those theories have had a considerable influence, not
only upon the opinions of men of learning, but upon the public conduct of princes
and sovereign states.

Of the Division of Labor

The greatest improvement in the productive powers of labor, and the greater part
of the skill, dexterity, and judgment with which it is anywhere directed, or ap-
plied, seem to have been the effects of the division of labor.

The effects of the division of labor, in the general business of society, will be
more easily understood by considering in what manner it operates in some particu-
lar manufactures. It is commonly supposed to be carried furthest in some very
trifling ones; not perhaps that it really 1s carried further in them than in others of
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more importance: but in those trifling manufactures which are destined to supply
the small wants of but a small number of people, the whole number of workmen
must necessarily be small; and those employed in every different branch of the
work can often be collected into the same workhouse and place at once under the
view of the spectator. In those great manufactures, on the contrary, which are
destined to supply the great wants of the great body of the people, every different
branch of the work employs so great a number of workmen that it is impossible to
collect them all into the same workhouse. We can seldom see more, at one time,
than those employed in one single branch. Though in such manufactures, there-
fore, the work may really be divided into a much greater number of parts than in
those of a more trifling nature, the division is not near so obvious, and has accord-
ingly been much less observed.

To take an example, therefore, from a very trifling manufacture; but one in
which the division of labor has been very often taken notice of, the trade of the
pin-maker; a workman not educated to this business (which the division of labor
has rendered a distinct trade), nor acquainted with the use of the machinery em-
ployed in it (to the invention of which the same division of labor has probably
given occasion), could scarce, perhaps, with his utmost industry, make one pin in
a day, and certainly could not make twenty. But in the way in which this business
is now carried on, not only the whole work is a peculiar trade, but it is divided
into a number of branches, of which the greater part are likewise peculiar trades.
One man draws out the wire, another straights it, a third cuts it, a fourth points it,
a fifth grinds it at the top for receiving the head; to make the head requires two or
three distinct operations; to put it on is a peculiar business, to whiten the pins is
another; it is even a trade by itself to put them into the paper; and the important
business of making a pin is, in this manner, divided into about eighteen distinct
operations, which, in some manufactories, are all performed by distinct hands,
though in others the same man will sometimes perform two or three of them. I
have seen a small manufactory of this kind where ten men only were employed,
and where some of them consequently performed two or three distinct operations.
But though they were very poor, and therefore but indifferently accommodated
with the necessary machinery, they could, when they exerted themselves, make
among them about twelve pounds of pins in a day. There are in a pound upwards
of four thousand pins of a middling size. Those ten persons, therefore, could make
among them upwards of forty-eight thousand pins in a day. Each person, there-
fore, making a tenth part of forty-eight thousand pins, might be considered as
making four thousand eight hundred pins in a day. But if they had all wrought
separately and independently, and without any of them having been educated to
this peculiar business, they certainly could not each of them have made twenty,
perhaps not one pin in a day; that is, certainly, not the two hundred and fortieth,
perhaps not the four thousand eight hundredth part, of what they are at present
capable of performing in consequence of a proper division and combination of
their different operations.

In every other art and manufacture, the effects of the division of labor are
similar to what they are in this very trifling one; though in many of them, the labor
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can neither be so much subdivided, nor reduced to so great a simplicity of opera-
tion. The division of labor, however, so far as it can be introduced, occasions, in
every art, a proportionable increase of the productive powers of labor. The separa-
tion of different trades and employments from one another seems to have taken
place in consequence of this advantage. This separation too is generally carried
furthest in those countries which enjoy the highest degree of industry and im-
provement; what is the work of one man in a rude state of society being generally
that of several in an improved one. .

It is the great multiplication of the productions of all the different arts, in conse-
quence of the division of labor, which occasions, in a well-governed society, that
universal opulence which extends itself to the lowest ranks of the people. Every
workman has a great quantity of his own work to dispose of beyond what he
himself has occasion for; and every other workman being exactly in the same
situation, he is enabled to exchange a great quantity of his own goods for a great
quantity, or, what comes to the same thing, for the price of a great quantity of
theirs. He supplies them abundantly with what they have occasion for, and they
accommodate him as amply with what he has occasion for, and a general plenty
diffuses itself through all the different ranks of the society. . . .

Of the Principle Which Gives Occasion to the Division of Labor

This division of labor, from which so many advantages are derived, is not origi-
nally the effect of any human wisdom which foresees and intends that general
opulence to which it gives occasion. It is the necessary, though very slow and
gradual, consequence of a certain propensity in human nature which has in view
no such extensive utility: the propensity to truck, barter, and exchange one thing
for another.

Whether this propensity be one of those original principles in human nature, of
which no further account can be given; or whether, as seems more probable, it be
the necessary consequence of the faculties of reason and speech, it belongs not to
our present subject to enquire. It is common to all men, and to be found in no
other race of animals, which seem to know neither this nor any other species of
contracts. Two greyhounds, in running down the same hare, have sometimes the
appearance of acting in some sort of concert. Each turns her toward his compan-
ion, or endeavors to intercept her when his companion turns her toward himself.
This, however, is not the effect of any contract, but of the accidental concurrence
of their passions in the same object at that particular time. Nobody ever saw a dog
make a fair and deliberate exchange of one bone for another with another dog.
Nobody ever saw one animal by its gestures and natural cries signify to another,
this is mine, that yours; I am willing to give this for that. When an animal wants
to obtain something either of a man or of another animal, it has no other means of
persuasion but to gain the favor of those whose service it requires. A puppy fawns
upon its dam, and a spaniel endeavors by a thousand attractions to engage the
attention of its master who is at dinner, when it wants to be fed by him. Man
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sometimes uses the same arts with his brethren, and when he has no other means
of engaging them to act according to his inclinations, endeavors by every servile
and fawning attention to obtain their good will. He has not time, however, to do
this upon every occasion. In civilized society he stands at all times in need of the
co-operation and assistance of great multitudes, while his whole life is scarce
sufficient to gain the friendship of a few persons. In almost every other race of
animals each individual, when it is grown up to maturity, is entirely independent,
and in its natural state has occasion for the assistance of no other living creature.
But man has almost constant occasion for the help of his brethren, and it is in vain
for him to expect it from their benevolence only. He will be more likely to prevail
if he can interest their self-love in his favor, and show them that it is for their own
advantage to do for him what he requires of them. Whoever offers to another a
bargain of any kind, proposes to do this. Give me that which I want, and you shall
have this which you want, is the meaning of every such offer; and it is in this
manner that we obtain from one another the far greater part of those good offices
which we stand in need of. It is not from the benevolence of the butcher, the
brewer, or the baker, that we expect our dinner, but from their regard to their own
interest. We address ourselves, not to their humanity but to their self-love, and
never talk to them of our own necessities but of their advantages. Nobody but a
beggar chooses to depend chiefly upon the benevolence of his fellow-citizens.
Even a beggar does not depend upon it entirely. The charity of well-disposed
people, indeed, supplies him with the whole fund of his subsistence. But though
this principle ultimately provides him with all the necessaries of life which he has
occasion for, it neither does nor can provide him with them as he has occasion for
them. The greater part of his occasional wants are supplied in the same manner as
those of other people, by treaty, by barter, and by purchase. With the money
which one man gives him he purchases food. The old clothes which another be-
stows upon him he exchanges for other old clothes which suit him better, or for
lodging, or for food, or for money, with which he can buy either food, clothes, or
lodging, as he has occasion.

As it is by treaty, by barter, and by purchase that we obtain from one another
the greater part of those mutual good offices which we stand in need of, so it is
this same trucking disposition which originally gives occasion to the division of
labor. In a tribe of hunters or shepherds a particular person makes bows and
arrows, for example, with more readiness and dexterity than any other. He fre-
quently exchanges them for cattle or for venison with his companions; and he
finds at last that he can in this manner get more cattle and venison than if he
himself went to the field to catch them. From a regard to his own interest, there-
fore, the making of bows and arrows grows to be his chief business, and he
becomes a sort of armorer. Another excels in making the frames and covers of
their little huts or movable houses. He is accustomed to be of use in this way to
his neighbors, who reward him in the same manner with cattle and with venison
till at last he finds it his interest to dedicate himself entirely to this employment,
and to become a sort of house carpenter. In the same manner a third becomes a
smith or a brazier; a fourth a tanner or dresser of hides or skins, the principal part
of the clothing of savages. And thus the certainty of being able to exchange all
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that surplus part of the produce of his own labor, which is over and above his own
consumption, for such parts of the produce of other men’s labor as he may have
occasion for, encourages every man to apply himself to a particular occupation,
and to cultivate and bring to perfection whatever talent or genius he may possess
for that particular species of business.

The difference of natural talents in different men is, in reality, much less than
we are aware of; and the very different genius which appears to distinguish men of
different professions, when grown up to maturity, is not upon many occasions so
much the cause as the effect of the division of labor. The difference between the
most dissimilar characters, between a philosopher and a common street porter, for
example, seems to arise not so much from nature as from habit, custom, and
education. . . .

Of the Real and Nominal Price of Commodities, or of Their Price in Labor
and Their Price in Money

Every man is rich or poor according to the degree in which he can afford to enjoy
the necessaries, conveniences, and amusements of human life. But after the divi-
sion of labor has once thoroughly taken place, it is but a very small part of these
with which a man’s own labor can supply him. The far greater part of them he
must derive from the labor of other people, and he must be rich or poor according
to the quantity of that labor which he can command or which he can afford to
purchase. The value of any commodity, therefore, to the person who possesses it,
and who means not to use or consume it himself, but to exchange it for other
commodities, is equal to the quantity of labor which it enables him to purchase or
command. Labor, therefore, is the real measure of the exchangeable value of all
commodities.

The real price of every thing, what every thing really costs to the man who
wants to acquire it, is the toil and trouble of acquiring it. What every thing is
really worth to the man who has acquired it, and who wants to dispose of it or
exchange it for something else, is the toil and trouble which it can save to himself,
and which it can impose upon other people. What is bought with money or with
goods is purchased by labor, as much as what we acquire by the toil of our own
body. That money or those goods indeed save us this toil. They contain the value
of a certain quantity of labor which we exchange for what 1s supposed at the time
to contain the value of an equal quantity. Labor was the first price, the original
purchase-money, that was paid for all things. It was not by gold or by silver, but by
labor, that all the wealth of the world was originally purchased; and its value, to those
who possess it, and who want to exchange it for some new productions, is precisely
equal to the quantity of labor which it can enable them to purchase or command.

Wealth, as Mr. Hobbes says, is power. But the person who either ac-
quires or succeeds to a great fortune does not necessarily acquire or succeed to any
political power, either civil or military. His fortune may, perhaps, afford him the
means of acquiring both, but the mere possession of that fortune does not neces-
sarily convey to him either. The power which that possession immediately and



