The New Science of
Political Economy

The new spirit of scientific inquiry manifest in the seventeenth and eighteenth
centuries extended also into the economic field, creating the new science of po-
litical economy. Its pioneer was Adam Smith, author of the classic book The
Wealth of Nations (1776; see also page 107). Smith was an optimist, in favor of
leaving individuals’ economic activities to their own devices. For that reason he
condemned government interference in the economy-—so common in his day
under the protectionist government’s mercantilism policy, which sought to in-
crease the nation’s wealth by expanding exports while minimizing imports.
The “invisible hand,” which according to Smith turned individual gain into so-
cial advantage, also favored free trade among nations based on an international
division of labor.

Adam Smith’s optimistic assumptions were soon called into question by
Thomas Robert Malthus (1766-1834). A Church of England clergyman and pro-
fessor of history and political economy at a small college run by the East Indiza
Company, Malthus gave the study of political economy not only a moral but also
a pessimistic twist; he was more concerned with the immutable poverty of na-
tions. He contributed two books to the science of political economy. The first,
An Essay on the Principle of Population, as 1t Affects the Future Improvement o
Society, was published in 1798. It was followed in 1803 by a second and en-
larged edition entitled An Essay on the Principle of Population, or, a View of Its
Past and Present Effects on Human Happiness. In these works Malthus argued
that population growth was the true reason for the poverty of the poor.

ADAM SMITH
THE WEALTH OF NATIONS

The Wealth of Nations carries the important message of /aissez faire, which
means that the government should intervene as little as possible in economic
affairs and leave the market to its own devices. It advocates the liberation of
economic production from all limiting regulation in order to benefit “the peo-
ple and the sovereign,” not only in Great Britain but in the community of coun-
tries. Admittedly, in his advocacy of free trade Smith made allowance for the
national interest, justifying “certain public works and certain public insti-
tutions,” including the government and the state. He defended, for instance,
the Navigation Acts, which stipulated that goods brought from its over-
seas colonies into England be carried in British ships. Neither did he want to
ruin established industries by introducing free trade too suddenly. Adam Smith
was an eighteenth-century cosmopolitan who viewed political economy as an






