
Instructions: 

(Steps 1& 2 – 5 minutes)
1) Pair up with a partner of your choice to form a group of TWO 
2) In your group, each person person  should then chose one of political economists – SMITH 

or MALTHUS – described below.   
 
 (Step 3 – 20-25 minutes) 

3) Separately, each of you  should quietly read the selection from and answer the questions 
associated with the economist youve chosen on a separate sheet of paper.  Look at the 
questions first as they will guide your reading.

 
 (Step 4 – 10-15 minutes)

4) When you each have finished, talk to your partner about the political economist they 
chosen to read about and write down the answers to the questions your partner has 
generated re: the economist he/she read.  Be prepared to discuss your answers and raise 
any questions you still have at the  beginning of class tomorrow.

ADAM SMITH

The Industrial Revolution radically transformed the economic structure of eighteen and nineteenth-
century British society. The emerging capitalist system, spurred by rapid advancements in production 
technology, grew at an unprecedented rate. As a result factory owners, who stood at the center of the 
manufacturing process, enjoyed great gains in wealth and prestige. The developing capitalist class 
possessed the means of economic growth and thus quickly surpassed rural landlords in terms of 
influence and power. In attempting to come to grips with the changes that capitalism forced, many 
intellectuals turned to the infant science of political economy, now known simply as economics.
Adam Smith is generally considered the "father of modern economics."  In 1776 he  published the book 
that would eventually make him famous, the influential The Wealth of Nations.  The main focus of The 
Wealth of Nations was to show that mercantilism is a bad idea. He believed that the real wealth of a 
nation (and its key to economic growth) is its ability to produce goods and services. 

When Adam Smith wrote The Wealth of Nations in 1776, mercantilism had seen its better days. Smith's 
was a most elegant critique against the decrepit system, because it was so simple. He argued that all the 
functions that mercantilism invested in the state could be more efficiently performed by the individual 
entrepreneur. For instance, rather than have the government dictate prices and quantities of goods for 
sale, the "law of supply and demand" would automatically find the price and the quantity which best 
accommodated both the buyer and the seller. Secondly, rather than have the government decide what 
industry to invest in, the individual entrepreneur, spurred by the profit motive, would make that 
decision. And, rather than have the government organize production, the entrepreneur, again in the 
effort to maximize his profit, would find the optimum "division of labor" that would improve 
productivity and maximize profits. 

Division of labor relates primarily to the specialization of the labor force, essentially the breaking down 



of large jobs into many tiny components. Under this regime each worker becomes an expert in one 
isolated area of production, thus increasing his efficiency. The fact that laborers do not have to switch 
tasks during the day further saves time and money. Of course, this is exactly what allowed British 
factories to grow throughout the nineteenth century. Assembly line technology made it necessary for a 
worker to focus his or her attention on one small part of the production process. Surprisingly, Smith 
recognized the potential problems of this development. He pointed out that forcing individuals to 
perform mundane and repetitious tasks would lead to an ignorant, dissatisfied work force. For this 
reason he advanced the revolutionary belief that governments had an obligation to provide education to 
workers. This sprung from the hope that education could combat the deleterious effects of factory life. 
Division of labor also implies assigning each worker to the job that suits him best. Productive labor, to 
Smith, fulfills two important requirements. First, it must "lead to the production of tangible objects." 
Second, labor must "create a surplus" which can be reinvested into production.

Smith's belief that competition, in turn, that the market's invisible hand, would lead to the best prices 
played a large role in his economic policy recommendations. He strongly opposed any government 
intervention into business affairs regarding the supply and demand (or price) of goods. Trade 
restrictions, minimum wage laws, and product regulation were all viewed as detrimental to a nation's 
economic health. This laissez-faire policy of government non-intervention remained popular 
throughout the nineteenth-century and still plays an important part in present-day economic policy. 
Capitalists, in particular, supported Smith's policies and often twisted his words to justify mistreatment 
of workers. They suggested that child labor laws, maximum working hours, and factory health codes 
constituted a violation of their rights and Smith's golden rule. Similar attempts by factory owners to use 
Smith's teaching in order to further their own ends continued well into the twentieth century. 

Contrary to popular belief, however, Smith was not an apologist for the capitalist class. One of his least 
repeated statements warned that a group of capitalists rarely gather together under one roof without the 
talk turning towards collusion against the public. For this reason Smith firmly favored anti-monopoly 
laws. Furthermore, his support of competition remained contingent on the fact that it encouraged 
economic growth, something Smith felt would benefit all members of society. He proposed that as long 
as markets grew, an increased demand for labor would prevent owners from exploiting their workers. 
But he failed to consider that the process of urbanization would wreak havoc on the labor market, and 
his optimism about growth seemingly ignored the possibility that capitalists might disproportionately 
consume the benefits of expansion. The inability of growth to substantially increase general living 
conditions became the primary concern of Smith's intellectual descendants. Thinkers such as Ricardo 
and Malthus postulated that overpopulation, low wages, and starvation would always continue to 
plague society. Economics, which started with Smith's guarded optimism, quickly became known as 
"the dismal science" (David Barber, Adam Smith).



1) Why did Adam Smith write Wealth of Nations and what did he believe was key to a nation's 
economic growth?

2) What are three things an individual entrepreneur can do better than the state?

3) What is the concept of division of labor?  What is one problem it creates?  What does Smith 
believe can overcome this problem?

4) What role does Smith believe government should play in the supply and demand (and the 
setting of prices) of goods by capitalists?  What is his policy called?

5) List two ways that Smith's arguments about a “free hand” in the economy have been “twisted” 
by capitalists.  List one example that Smith advocated that would refute such “twisted” 
arguments.

6) What are some arguments that Smith did not anticipate?



THOMAS MALTHUS

The classical economists who followed in the footsteps of Adam Smith did not enjoy his widespread 
popularity. Thomas Robert Malthus, in particular, became renown for his pessimistic predictions 
regarding the future of humanity. His major contribution to economic thought came in the essay "The 
Principles of Population." Essentially, Malthus predicted that the demand for food inevitably becomes 
much greater than the supply of it. Specifically, Thomas Malthus believed that natural rates of human 
reproduction, when unchecked, would lead to geometric increases in population: population would 
grow in a ratio of 2, 4, 8, 16, 32, 64 and so on. However, he believed that food production increased 
only in arithmetic progression: 2, 4, 6, 8, 10. 

If left unchecked, such population growth would lead to a glut in the supply of labor and hence a fall in 
the price paid to that labor.  As a result, the income of workers inevitably falls to subsistence level. 
Accordingly, it seemed obvious to him that something had to keep the population in check to prevent 
wholesale starvation.  He said that there were two general kinds of checks that limited population 
growth: preventative checks and positive checks. Preventative checks reduced the birth rate; positive 
checks increased the death rate. 

Moral restraint, vice and birth control were the primary preventative checks. Moral restraint was the 
means by which the higher ranks of humans limited their family size in order not to dissipate their 
wealth among larger numbers of heirs. For the lower ranks of humans, vice and birth control were the 
means by which their numbers could be limited - but Malthus believed that these were insufficient to 
limit the vast numbers of the poor.

The positive checks were famine, misery, plague and war; because preventative checks had not limited 
the numbers of the poor, Malthus thought that positive checks were essential to do that job. If positive 
checks were unsuccessful, then inevitably (he said), famine would be the resulting way of keeping the 
population down. Before starvation set in, Malthus advised that steps be taken to help the positive 
checks to do their work.  He wrote:

 Instead of recommending cleanliness to the poor, we should encourage contrary habits. In our 
 towns we should make the streets narrower, crowd more people into the houses, and court the 
 return of the plague. In the country we should build our villages near stagnant pools, and 
 particularly encourage settlements in all marshy and unwholesome situations. But above all, we 
 should reprobate specific remedies for ravaging diseases: and those benevolent, but much 
 mistaken men, who have thought they were doing a service to mankind by projecting schemes 
 for the total extirpation of particular disorders. If by these and similar means the annual 
 mortality were increased ... we might probably every one of us marry at the age of puberty and 
 yet few be absolutely starved. 

In Malthus' opinion, the masses were incapable of exercising moral restraint, which was the only real 
remedy for the population problem. They were therefore doomed to live always at bare subsistence 
level. If all income and wealth were distributed among them, it would be totally wasted within one 



generation because of profligate behaviour and population growth, and they would be as poor and 
destitute as ever. Paternalistic attempts to help the poor were therefore highly likely to fail. Also, they 
were a positive evil because they drained wealth and income from the higher (and therefore more 
moral) ranks of society. These people were responsible - either in person or through patronage - for all 
the great achievements of society: art, music, philosophy, literature and so on owed their existence to 
the good taste and generosity of these people. Taking money from them to help the poor would deprive 
the world of culture.

In forming his dark forecast Malthus failed to take several factors into consideration. The industrial 
revolution transformed the very nature of Western society, so that his principles, which assume that 
agriculture forms the center of the economy, lost their validity by mid-nineteenth century. Focusing 
exclusively on the birth rates of economically thriving communities, he failed to consider that part of 
his projected "population explosion" would come from a reduction in death rates. This oversight throws 
Malthus's theories into disarray. An increase in the elderly population would not have significant 
repercussions in the labor market. Essentially, wages would not fall to the extent that Malthus 
originally predicted. In an era where children entered the work force at an early age, an increase in birth 
rates would have more profound implications than a decrease in deaths.

A more forgivable mistake by Malthus involves his failure to anticipate the growth of technology. The 
advancements made in agricultural science allowed farmers to make greater use of their lands. The 
development of effective contraception also made "restraint" a non-issue in terms of checking 
population growth. Because of these scientific breakthroughs the theories of Malthus have had little 
relevance in regards to Western society. Many underdeveloped nations, however, never adopted 
improved farming techniques or new methods of contraception. The results of this failure have 
mirrored Malthusian predictions to a startling degree. Overpopulation, famine, pestilence and war 
continue to ravage the third world. These events constitute an unhappy vindication of many of 
Malthusian doctrine. 



1.) Explain Malthus's theory regarding the production of food and population growth.  What would 
happen to workers if his theory was correct?

2.) What is a preventative check on population and what is a positive check?  Give an example of 
each.

3.)  How did members of the  “upper class” and lower class primarily restrain population growth 
according to Malthus?  

4.) Describe Malthus's overall view poor people?  Support your answer with two recommendations 
Malthus offered re: controlling population growth among the poor.

5.) Who does Malthus argue is responsible for the great achievements of society?  How did such 
achievements come about?

6.) List two factors Malthus failed to consider in making his hypothesis.  Why did the factors you 
listed prove Malthus wrong (at least for Western society)?


