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Excerpts from Adam Smith’s, Wealth of Nations, 1776
Book I, Chapter 1. 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
applied, seem to have been the effects of the division of labor....To take an example, therefore, the
trade of the pin-maker; a workman not educated to this business, nor acquainted with the use of the
machinery employed in it, 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 factories, 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, therefore, 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....
The division of labor, so far as it can be introduced, occasions, in every art, a proportionable increase
of the productive powers of labor. The separation of different trades and employments from one
another seems to have taken place in consequence of this advantage. This separation, too, is generally
called furthest in those countries which enjoy the highest degree of industry and improvement; what is
the work of one man in a rude state of society being generally that of several in an improved one.....This
great increase of the quantity of work which, in consequence of the division of labor, the same number
of people are capable of performing, is owing to three different circumstances; first, to the increase
of dexterity in every particular workman; secondly, to the saving of the time which is commonly lost in
passing from one species of work to another; and lastly, to the invention of a great number of machines
which facilitate and abridge labor, and enable one man to do the work of many....
It is the great multiplication of the productions of all the different arts, in consequence 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....
*******************************
By restraining, either by high duties, or by absolute prohibitions, the importation of such goods from
foreign countries as can be produced at home, the monopoly of the home-market is more or less
secured to the domestic industry employed in producing them. Thus the . . . high duties upon the
importation of corn, which in times of moderate plenty amount to a prohibition, give a like advantage to
the growers of that commodity. The prohibition of the importation of foreign woolens is equally
favorable to the woolen manufacturers. The silk manufacture, though altogether employed upon foreign
materials, has lately obtained the same advantage. The linen manufacture has not yet obtained it, but
is making great strides towards it. Many other sorts of manufacturers have, in the same manner,
obtained in Great Britain, either altogether, or very nearly a monopoly against their countrymen. . . .
That this monopoly of the home-market frequently gives great encouragement to that particular
species of industry which enjoys it . . . cannot be doubted. But whether it tends either to increase the
general industry of the society, or to give it the most advantageous direction, is not, perhaps,
altogether so evident. . . .
The natural advantages which one country has over another in producing particular commodities are
sometimes so great, that it is acknowledged by all the world to be in vain to struggle with them. By
means of glasses, hotbeds, and hotwalls, very good grapes can be raised in Scotland, and very good wine
too can be made of them at about thirty times the expense for which at least equally good can be
brought from foreign countries. Would it be a reasonable law to prohibit the importation of all foreign
wines, merely to encourage the making of claret and burgundy in Scotland? But if there would be a
manifest absurdity in turning towards any employment, thirty times more of the capital and industry of
the country, than would be necessary to purchase from foreign countries an equal quantity of the
commodities wanted, there must be an absurdity, though not altogether so glaring, yet exactly of the
same kind, in turning towards any such employment a thirtieth, or even a three hundredth part more of
either. . . . As long as the one country has those advantages, and the other wants (them, it will always
be more advantageous for the latter, rather to buy of the former than to make. It is an acquired
advantage only, which one artificer has over his neighbor, who exercises another trade; and yet they
both find it more advantageous to buy of one another, than to make what does not belong to their
particular trades.
Merchants and manufacturers are the people who derive the greatest advantage from this monopoly of
the home market. The prohibition of the importation of foreign cattle, and of salt provisions, together
with the high duties upon foreign corn, which in times of moderate plenty amount to a prohibition, are
not near so advantageous to the graziers and farmers of Great Britain, as other regulations of the
same kind are to its merchants and manufacturers. Manufacturers, those of the finer kind especially,
are more easily transported from one country to another than corn or cattle. It is in the fetching and
carrying manufacturers, accordingly, that foreign trade is chiefly employed. In manufactures, a very
small advantage will enable foreigners to undersell our own workmen, even in the home market. It will
require a very great one to enable them to do so in the rude produce of the soil. If the free
importation of foreign manufacturers were permitted, several of the home manufactures would
probably suffer, and some of them, perhaps, go to ruin altogether, and a considerable part of the stock
and industry at present employed in them, would be forced to find out some other employment. But the
freest importation of the rude produce of the soil could have no such effect upon the agriculture of

the country.
*******************************
Every individual is continually exerting himself to find out the most advantageous employment for
whatever capital he can command. It is his own advantage, indeed, and not that of the society, which
he has in view. But the study of his own advantage, naturally, or rather necessarily, leads him to prefer
that employment which is most advantageous to the society….
….As every individual, therefore, endeavors as much as he can both to employ his capital in the support
of domestic industry, and so to direct that industry that its produce may be of the greatest value,
every individual necessarily labors to render the annual revenue of the society as great as he can. He
generally, indeed, neither intends to promote the public interest, nor knows how much he is promoting
it. By preferring the support of domestic to that of foreign industry, he intends only his own security;
and by directing that industry in such a manner as its produce may be of the greatest value, he intends
only his own gain, and he is in this, as in m any other cases, led by an invisible hand to promote an end
which was no part of his intention. Nor is it always the worse for the society that it was no part of it.
By pursuing his own interest he frequently promotes that of the society more effectually than when he
really intends to promote it. I have never known much good done by those who affected to trade for
the public good….
….The statesman who should attempt to direct private people in what manner they ought to employ
their capitals, would not only load himself with a most unnecessary attention, but assume an authority
which could safely be trusted, not only to no single person, but to no council or senate whatever, and
which would nowhere be so dangerous as in the hands of a man who had folly and presumption enough to
fancy himself fit to exercise it….
It is thus that every system which endeavors, either by extraordinary encouragements to draw
towards a particular species of industry a greater share of the capital of the society than would
naturally go to it, or, by extraordinary restraints, force from a particular species of industry some
share of the capital which would otherwise be employed in it, is in reality subversive to the great
purpose which it means to promote. It retards, instead of accelerating, the progress of the society
towards real wealth and greatness; and diminishes, instead of increasing, the real value of the annual
produce of its land and labor.
All systems either of preference of of restraint, therefore, being thus completely taken away, the
obvious and simple system of natural liberty establishes itself of its own accord. Every man, as long as
he does not violate the laws of justice, is left perfectly free to pursue his own interest his own way,
and to bring both his industry and capital into competition with those of any other man, or order of
men. The sovereign is completely discharged from a duty, in the attempting to perform which he must
always be exposed to innumerable delusions, and for the proper performance of which no human wisdom
or knowledge could ever be sufficient; the duty of superintending the industry of private people, and
of directing it towards the employments most suitable to the interest of the society. According to the
system of natural liberty, the sovereign has only three duties to attend to; three duties of great
importance, indeed, but plain and intelligible to common understandings: first, the duty of protecting
the society from the violence and invasion of other independent societies; secondly, the duty of
protecting, as far as possible, every member of the society from the injustice or oppression of every
other member of it, or the duty of establishing an exact administration of justice; and thirdly, the
duty of erecting and maintaining certain public works and certain public institutions which it can never

be for the interest of any individual, or small number of individuals, to erect and maintain; because the
profit could never repay the expense to any individual or small number of individuals, though it may
frequently do much more than repay it to a great society….
*******************************
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 necessities but of their advantages.
*******************************
The real price of everything, what everything really costs to the man who wants to acquire it, is the
toil and trouble of acquiring it. What everything 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 is 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.

QUESTIONS:
1.

What is the organizational innovation of the pin factory and what, according to Smith, is its
significance for society?
2. How is Smith both praiseworthy and suspicious of businessmen's ability to serve the public good?
3. What did Adam Smith mean by the metaphor of the "invisible hand"?
4. What were Adam Smith’s objections to the policy of mercantilism?

5. What did Smith say were the results of a laissez-faire policy?

6. What were the duties/responsibilities of a government that cannot be done by an individual or a
business?
7. What is the “real price” of a good or service?

