
s Ada m Sm ith pointed out in The 
Wealth of Nations, specialization is both 

the cause and the effect of prosperity, and it 
creates the modern economic life that allows 
us to move beyond subsistence. Small groups 
of people— no matter how talented, no mat-
ter how skilled or strong or smart— cannot 
be wealthy by modern standards over any 
sustained period of time.

 Imagine that you are going to be ma-
rooned on a very large, uninhabited island. 
The good news is that the island is rich in 
minerals and natural resources. It has f locks 
and herds of domesticated animals. Its soil 
is fertile, its climate temperate and pleasant. 
There are rivers and streams teeming with fish 
and natural beauty. More good news: You don’t 
have to go alone. You get to take ninety-nine 
people with you, and you can choose who they 
are— people who are good at fishing, and at 
building and surviving. People who under-
stand electricity and metallurgy and many 
of the skills our modern lifestyle depends on. 
They will bring their knowledge and insight 
and wisdom. They can bring their books and 
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notebooks detailing any aspect of modern 
manufacturing and agriculture.

 How long would it take for one hundred 
incredibly smart, skilled, talented, resource-
ful people to create prosperity? A decade? A 
century? A millennium? My imaginary island 
may prosper eventually, but only if the popula-
tion grows and markets emerge to organize the 
skills and knowledge of the people to allow 
them to work productively. Why is the size of 
the population so important? Working on my 
own, I might be able to craft twenty pencils a 
year. But with cooperation and refinement of 
the production process, twenty people working 
for a year can produce thousands and, with the 
right technology, hundreds of thousands of 
pencils. That’s possible because each person 
can specialize in a small part of the produc-
tion process. That specialization unleashes 
incredible productivity. Individuals can work 
on a part of the process they’re good at; when 
they specialize, they can get better and better, 
and technology can be applied to each part of 
the process, leveraging the physical and mental 
ability of any one person.
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 So rather than make my own pen-
cil, I work at something else and use 
the money I earn to buy pencils. By 
relying on others for almost everything 
we enjoy—our food, our clothes, our 
house, and so on—we can enjoy an 
amount of stuff that dwarfs what our 
ancestors could enjoy just a century 
ago. That increase comes from the pro-
ductivity and innovation unleashed by 
specialization and trade across billions 
of people around the world. Without 
that specialization and innovation—
if we had to depend on, say, just our 
family and friends, regardless of their 
talents—we would be close to subsis-
tence, the economic reality for most 
of human history. The poorest people 
in the world today stil l struggle, no 
matter their talents, because they are 
connected economically only to those 
who are nearby.

 What we call civilization— the 
comforts of heat, electricity, transpor-
tation, medical care, communication, 
and everything else— requires us to in-
teract with millions of people on a daily 
basis whom we can never meet or know. 
Our modern form of economic activity 
is very different from that of our ances-
tors. It requires a very different set of 
social norms and legal institutions that 
allows us to transact with each other. 
As the author Leonard Read pointed 
out, even an extremely simple product, 
the pencil, requires the uncoordinated 
cooperation of millions. The power of 
cooperation that emerges—without a 
coordinator or manager, through the 
human propensity to truck, barter, ex-
change—is often called “the market,” 
but the textbook version of this idea is 
sterile and mechanistic. Smith under-
stood it as a rich, organic process.
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Talk was named podcast of the year in 
the 2008 Weblog Awards. Over 425 
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classrooms around the world. 

His latest book is How Adam Smith 
Can Change Your Life: An Unexpected 
Guide to Human Nature and Hap-
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programs, consumer protection, and 
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A three-time teacher of the year, 
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UCLA. He holds a PhD in economics 
from the University of Chicago and 
received his undergraduate degree 
in economics from the University 
of North Carolina at Chapel Hill.
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 In The Theory of Moral Sentiments, 
Smith argues that we care more about 
the people around us than we do about 
others who are farther away. That’s why 
you can sleep well when millions die in 
an earthquake on the other side of the 
world. An earthquake across town is a 
different matter. One that takes the life 
of a favorite relative is a different mat-
ter still. The Theory of Moral Sentiments 
is overwhelmingly a book about the 
people closest to us, the ones we can 
actively sympathize with—our family, 
our friends, and our immediate neigh-
bors. The Theory of Moral Sentiments is a 
book about our personal space— how 
others view us and how we interact with 
them. It’s not a book about strangers. 
It’s a book about the people we see 
frequently, some every day, and how 
our interactions with those around us 
shape our inner life and our behavior.

 In The Wealth of Nations , Smith 
is writing about how we behave in a 
world of impersonal exchange, which 
is inevitably a world of strangers. In 
Smith’s day, you knew your butcher, 
but you did not know the farmer who 
raised the cow. You did not know the 
wagon driver who took the cow to the 
slaughterhouse. You did not k now 
the steel forger who made the knife 
that slaughtered the cow. Most of the 
people responsible for the piece of 
roast or mutton that arrived on your 
plate in 1759 were unknown to you and 
unknowable. Today I know even fewer 
of the people who create the products I 
enjoy; the power of specialization has 
been unleashed to a degree that might 
surprise even Smith.

 In a world of impersonal exchange, 
in a civilized world of global trading, in 
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a modern economy, exchange is often 
impersonal except at the very end of the 
exchange, and in today’s world, when 
I order something over the Internet 
or buy it at Costco, the checker might 
be the only person I interact with, and 
even that face-to-face contact is being 
eliminated by technology. Other than 
at a farmers market or a crafts fair, I may 
see none of the people who are involved 
in creating what I purchase.

 If I cannot see the people I truck, 
barter, and exchange with, it’s hard to 
care about them. I may care a little; I 
may pay a premium for a cup of coffee 
hoping that the people who grew the 
beans are making a little more money 
than they other w ise would. But, in 
general, my interactions are almost, 
by their very nature, self-interested. 
It would be unlikely for someone to 
overpay for a car out of concern for 
the carmaker or even the salesperson 

she haggles with face-to-face at a local 
dealership.

 Some view this lack of interper-
sonal interaction as a great loss. Perhaps 
it is. But it is the unavoidable price of 
modernity and wealth. Trading only 
with people we care about or are able 
to see and interact with would leave us 
with a very limited number of people 
to trade with. And that would mean 
we would be very poor. The “buy local” 
movement has been successful with 
a very limited number of products— 
food and some handcraf ted items. 
The ability to broaden the scope of 
the movement is very limited. We tried 
buying local once; it was called the 
Middle Ages. Of course, people were 
poorer then than now for many reasons.
But one reason people were poor in the 
Middle Ages was that when you mostly 
trade with people who live nearby, you 
are bound to be very poor. There just 

isn’t enough specialization possible 
with a limited set of trading partners. 
Self-sufficiency is the road to poverty.

 Writing in The Wealth of Nations, 
Smith was interested in how people 
behave when they trade at a distance. 
He wasn’t just writing about trade with 
foreigners, though a good chunk of the 
book is about what we call international 
trade. He was writing about all kinds 
of trade with strangers, both within 
our borders and outside them. When 
one is thinking and writing about that 
world, it is best to assume that people 
are primarily self-interested. And so 
The Wealth of Nations is a book that 
deals with our self-interested side.

 But our interactions with others go 
far beyond the commercial and the ma-
terial. We have various circles of friends 
and family associated with our work, 
our hobbies, and all the ways we join 
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grees, we often think about ourselves 
more than we do of others. We may fool 
ourselves about the loveliness of our 
behavior. But we do care about those 
around us independently of ourselves, 
sometimes a great deal, and we cer-
tainly care, as Smith explains with great 
precision, about what they think of us.

 The Theory of Moral Sentiments 
simply has a different focus from that 
of The Wealth of Nations. It doesn’t rep-
resent a different view of human nature 
or a different theory of how people 
behave or a more optimistic vision of 
humanity. It’s about a different sphere 
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with others to create community and 
recreation, pleasure and meaning in our 
lives. It is those interactions that Smith 
studies in The Theory of Moral Senti-
ments. It would be absurd to assume 
that in all our various interactions—as 
siblings, parents, cousins, co-workers, 
congregants, bike club members, gym 
attendees, and every other role in which 
we interact face-to-face—we are only 
self-interested.

 Smith didn’t see us as saints. He 
saw us clearly. Yes, even in those roles 
in which we interact face-to-face with 
people we care about in varying de-
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The Library of Economics and 
Liber t y carr ies the podcast , 
EconTalk, hosted by Russ Rob-
erts. The weekly talk show fea-
tures one-on-one discussions 
with an eclectic mix of authors, 
professors, Nobel Laureates, 
entrepreneurs, leaders of chari-
ties and businesses, and people 
on the street. The emphases 
are on using topical books and 
the news to illustrate economic 
principles. Exploring how eco-
nomics emerges in practice is a 
primary theme.

Listeners are able to comment 
online on recent podcast epi-
sodes. All current and prior epi-
sodes are archived and available 
free of charge. Podcast episode 
discussion and questions for 
personal or classroom use are 
offered on selected episodes as 
EconTalk Extras--blog posts--
and as teaching-oriented Listen-
ing Guides.

Over 425 episodes are available 
at EconTalk.org and on iTunes 
at no charge.
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in the core academic disciplines.

Students work together to invest and manage a virtual $100,000 invest-
ment portfolio over the course of a semester, developing critical aca-
demic and 21st Century Readiness Skills.

Sponsored in part by 

Media sponsors
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“Students benefited from the Stock Market Experience. It took 
conceptual understanding of ideas and made them tangible and 
salient.  Great kinesthetic understanding!”

- Justin Adcock, Teacher, Brighton High School

of human interaction. The author of 
The Theory of Moral Sentiments and The 
Wealth of Nations is the same man 
with a consistent view of humanity. 
He is mostly interested in how people 
actually behave, not how he’d like them 
to behave. He’s interested in under-
standing human behavior. So in the 
two books the emphases are different 
because he is writing about two very 
different spheres of life.

______________________

Excerpted from How Adam Smith Can 
Change Your Life by Russ Roberts with 
permission of Portfolio, an imprint 
of Penguin Publishing Group, a divi-
sion of Penguin Random House LLC. 
Copyright © Russ Roberts, 2014.
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INVESTING IN STUDENTS BY TRAINING TEACHERS

“Another great opportunity to learn from experts and find a way 
for the standards to come to life.  CCEE offers the most valuable 
teacher training classes I’ve seen.”     

- Jeff Kenefsky, Cheyenne  Mountain High School, Colorado Springs

“It was a great course. It helped 
me realize how much I need to 
share with my kids about this 
topic. Thank you for teaching me!”

- Kathy Smith,  Thornton Elementary School

What Teachers are Saying About CCEE

“The best professional development available for Social Studies/
Economics teachers.”     

- Andrew Morss, Legacy High School, Broomfield

“CCEE classes make me think, make me smarter, and improve my 
instruction – every single course, and today’s was no different.”     

- Suzette Phillips, Cherokee Trail High School, Aurora

“I am extremely happy with 
how my class reacts to their 
experience with the stock 
market experience.  My 
students love everything 
about it…especially the 
competitive nature and the 
opportunity to win and 
receive prizes.”     

- Kevin Krenz, John Wesley Powell Middle 
School, Littleton

“Yes (I am glad that my class 
participated in the SME)! 
It’s one of the few real-life 
experiences in which they 
have been involved during 
school.  It has allowed them 
to grow in ways which will 
benefit their lives during their 
adult years.”     

- John Shanks, West Middle School,  
Greenwood Village


