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Discussion

Discussion
The Discussion Board Requirement: 
	Students are to post a minimum of three posts per Discussion topic. One initial response and two replies to their classmates 

Posting on a minimum of three different days, for example: Wednesday, Friday and Monday 
The first post must be made by Saturday. 
Topic
In his famous book The Wealth of Nations, Adam Smith stated: "It is not from the benevolence of the butcher, the brewer, or the baker that you expect out 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." 
What do you think Adam Smith meant in this statement? Try to use concepts seen in this unit such as specialization, mutual gains from trade, market coordination, etc in your interpretation.


What is it all about? 
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Adam Smith is definitely an interesting character from history…and some claim he is the father of modern economics. I say modern economics because many great philosophers of the past also spoke on the subject matter of economics; philosophers like Hume, Mill, Locke, and even as far reaching back as Plato and Aristotle. I just got out of a class where I read parts of The Republic (by Plato) about politics, economics, and justice. The matter of economics isn’t a new topic…but the way Smith approached it was certainly quite definitive.

To better understand what Smith meant by:

“It is not from the benevolence of the butcher, the brewer, or the baker that you expect out 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.”

we have to take a look at exactly what was The Wealth of Nations even about. From our book, on pages 12-13, the author talks about specialization and the gains from trade by having labor and services divided up in to specialized tasks.

So now, if we use the division of specialized labor ideology to help us define what Smith meant by the statement, we can see that self-interests and specializations drive economics…but even more than that…if you appeal to people’s self-interests (rather than just their humanity) the gains from trade will be greater; the people will be more likely to be competitive when their own self-interests and self-love are placed into the equation of economic success. 

It’s the choices of individuals and firms that drive economics…especially at the micro level.

Krugman, P. & Wells, R. (2012). Microeconomics. New York, NY: Worth Publishers.
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Adam Smith did mean that there is value in division of labor, but he also meant appealing to people's self-interests. From our book on page 6, under The Principles of Individual Choice, it says that people respond to incentives; they respond to incentives that will make themselves better off (Krugman & Wells, 2012). I believe Smith was all for division of labor by specialization, but he also knew that people's "economic vanity" could be exploited by appealing to their self-interests and desires. Why do you think people's self-interests are important? Because not only is there a scarcity of resources, there is also limited labor, skill, and intelligence (Krugman & Wells, 2012)---and this is why splitting up labor by specialization, and then appealing to the self-interests of the parties involved, drives economies.
I'm a specialist in my field, and the company I work for entices me and provides with incentives to do the required work; it's Adam Smith's principles in action.
Krugman, P. & Wells, R. (2012). Microeconomics. New York, NY: Worth Publishers.
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That's a good explanation. What about appealing to people's self-interests versus their humanity? This was a central theme to Adam Smith's statement. For example: would I rather help somebody because it's the right thing to do (using my skillset), or would I rather get paid extremely well and perhaps receive fame and fortune for the exact same skillset? Many of us like the notion of helping people, but there is something very human about us wanting to be successful (call it Western thought). And, we don't become successful by giving away our services for free. It's just not the way capitalism, or corporatism for that matter, works. I find it very interesting that it's really the scarcity of resources, as well as specialized skillsets, that drive open markets. Though, I often wonder is this the best system for us. Why? Because so many people are falling in-between the cracks of our society. If our economics were so great, why do so many people suffer? Poverty is on the rise. In recent years, crime is on the rise. I just wonder if our economic decisions are the right ones. From our book on page 9, it talks about marginal analysis...I believe this is where these questions should be asked and answered (Krugman & Wells, 2012).

Krugman, P. & Wells, R. (2012). Microeconomics. New York, NY: Worth Publishers.
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