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PREFACE 

This paper. by Nobel l.i ureate T. W. chultz, is the first of a new 
series of Occasional Papers, which 'e are also calling our "guru se-

Thee plapers. will feature ra,l :eflect ions I, senior scholar, 
and policiniakeis on iajor evei, ,(lt i.;ssles, recent advances ill 
professional knowledge, md rolicy ap)licat ion experiences. 

We are rlicularl pleasel to pui~h~u this paper by T. W. 
Schultz as tilt lirstl ill this important ilew series. In a career span­
ning halt a century, lndufes,'or Schultz hats made outstanding contri­
iuitions to t} dliscipline olecolumluics tlhrough his ,%ork oil agricul­
lure and rural develpmlenlt, lultiuail capital. developmenl, and the 
production and alpulicati,)n o' technologv. His iumiy huooks and es­
"'ays have clarified issuies of econlt)i, thalry and policy and have 
opened 'ertile new groul> fokr sul)suiequ research that has imu­

iot')iii luri 
lklshillents andl outstl(ding intellectual leadershipu, the proftession 
has bestowved un Professor Schultz its hignlest honlors. 

proved our (leveloptilent . Foruleildhis i('(ll­

Ni'.',lhis Ardito-Barletta 

General l)irector 
International ('enter 
Air Ecun(nnic (rwt h 

Panarria City, Panama 
October 1987 
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THIEODORE W. SCHULTZ 

The Long View in
 
Economic Policy:
 

The Case of
 
Agriculture and Food
 

Much of the economics that I learne( is a graduate student was 
shattered Iy the events of he ea 19l:302s: tile (Great )epression, the 
massive ctusi storms ill the American Midwest, and the New Deal. 
MY Ph.]). had ll t prepared 'vie 1r these shoceks. In retros)ect, I was 
lucky; these events made im. do some econoimic thinking oin i own. 
At that time, niaeiv econow'.:,1s were adoplilg the short view, and 
giving it a theoretical elaholat iol thiat, 'r sil)I let v, refinement, and 
elegance, was wilnniln high niarks. But as .Jaco) Vinler noted in his 
American Lconom ic :\ssociatil t)ir il(iill address, "The Slort 
View and the Loll, in E'cnmlic P'olicv," piresented in Iecember 
1939, "It is the (qualitv()' the judgmlent (lisla'lve(, and not the ( Iual­
ity of' the analyt ical skill, which I venture to quest ioa. No matter 



how relinendand L.w elaborate t hil(tlysis, ifit rtests soh'!y (it the 
still a strtct ure built oishort view. it w,'ill l, >hifi is; .d. \iter's 

alddress is et'ttieti rttlii g I" m\'r fts' sthIltlh rnle oft nhg - n tap"
b~ut nott ()I) top)ilniwtk.in, .c:+lmw ic polic'y.
 

11,o e co'( +p l , ic' o f ;I rt i+,t et t h p ofl
th e l to l ic s k\( ~ i,>h o~ti it ics 

(tt' -. w re )et 1( an i t till i,.'i'' i(I It't I t ; - .' Iit, lit ,'it li t l)icies
 
redyritl.t.t t , \t'It litltl i
li ll t)l ttuItIIti ti ef ie.lI'i i vl i lele that 
hes ttitit nt t tti' e,;iti Jlm ll"llit It result of(rlIIIili t'iici tit' 


i eIsI i,.( t' t ti ()hi ­th tl r'tg( - It% ('('I g t nI' 'drgit p d aihI i it's()1) 

tbive .WV d I lttiits. ;t I), +;I] (I((it''
t i( ih t t IiIi IiI vi tlit'I wtlhhu ln~ll :ict,III" it i>Il, ) Vii+t.. etI re+i I ( 1111(I"I I IthI I i "I)I( ) I' 

i1 1h m1n a t I I g r; ]iI itI ' l)I tI( tIhII ; t ] .l i I i i ( < I l a h ii i+ I I I I z ; I I ( (',tI I I I I I
 
d e'eni d s 1 1 tl k, ' ' ' k.: * H w. Iic~l i d i t h a t l h cr(
p (, tX tl l l ( d t h w miir ,I :;m + 
is a "plt ~t . i- iln \,Hltl! whJlt;11.(, thetlprol.e t itcs i Im mktdl" if> itlt'litc' 

hII()Ilt~stI+ I&IhW( ToH'' 

k.et :11 I& l'lh i i ,il 1 lt >J c'(i~tl;It and I Itohe'
 

o t I l.thi mir.. '.' A I-(,tli(". ('(,tl~ I tI- ;' lolltio' m ar­
t et'tt11+ (Ii ]zlo , i+ ioll. ,+.s;il 


had f't' o , i(':tl ic ;'.
ill ('t ai,\ I +p)litI I(t i\'it 
.
oni~t. t-11: If Ihe,tttot In 

sl-,ate ,.'st vin lhh, li it ic'+ ~ it'atll 

S'otllicccon i:11- mtl',(i +<I( h t ( ;Ich sov\ere'ign 

a lill.., it rt it+I( pl it~ )l~ll 
I)r(occe(d Itoklmh .1l i ihtik. I Iw,J)"lh+i'(n I [ ', rxt i,)Il ( '-w' wa, I( par­
ticular slt+:. :iitll IIll.\ %.\\h l it ('wile.s to) formu~tlating the 

' ;I.0( ~ 
t i l l laopl l t col l lhill t i t i ,( l 1 m\ a tl , ; 1 + d o) ve t k noltt h e i r tw ) p +s . n o t w 

opltilm.I 'omhlltlIio)ll. A~tI> t , i , twhiCh l)(o<l)ICt(,~10ttt 
ing to~;I.v itt (r>)%er(,ign. h he(tter served(1) substi­ktctt%wl,w v 
tuting "".mP o, the ;tctvit 44,4f one. (dII..t twv, nuti.k:. , for t hose of 
the other. ltiI cre.i ; it ~ztv. It(ikof'tln ioltl. 

I(is obv',.iouLs. nI<It hh that Ilttos+t lne c t ies have,(. 
+
':-,s, I<ow..-ilttlo- ll r 


ijr,,,c~sses e\'oiia hat
overhu~rde(ne.d the.ir l)(,ti ,o+l it..' , ic+ inct ions t 
go~vernments are(, p'ter~(+trmrn,( efflti(tly. Keep) illof+,l 
nm ind that theo n milinstrt,-ith (II'cv+elop)l1(,et ('Colloilics, w+hliI] lHour­
iS.'led diUrill, thC 195,;) Illd ito( tlw 1960ts, c'alhl for structural re­
fo.nls- 1(.ess (:t+: (Il ,d;rmi': incre.asedl (idc,,,l cc emphl~ asis.. 
p~lanned in.vestmuntt in;l~IMNAwl citpit;il drawt,,ing onlhiho. re.se~rv+es 
that we','re Utri£.(sing;u.hst itudc 'tncqi to 1w in( iniporl tionhtopro­
mote induls(rializattion, enilrutacing ce.ntratl plaim~ing to,pick the+ right 
path U)>Irog, an+s.rdwh++ling oil forc~ign aid t,,co~ver the resul..ting 
b~udget and trade defdicits. 



3 Die Long Viet ,,* Economic 14 ic-Y 

Productivity of Agriculture 

T]i le pjic wmI c~crighe p )ddnct ivity oI* agrictitI tire ill most 
Iowv.incitn cmtint rie., 6Iiliwiti, \Viirldl War 11 ilaVe heenI Caus11ed, ill 
large weai.,ire, hv~ thlem, lttav-Ii-:iitdtd tImlies !.woriiig induistrial­
izatl ilatlttheiisel e td inrictilt tire, orI iv neglet (itlieagritilttir­
at settnr (,f hII t it I llvli ty - e ivi ir t ii i int 1'r thle 1)(,-r 
jperf(t-iltit Id autitin ith i> tla.i, (d ciilies during the 

l950.tttiu t liiI 1 ,(ritLe de c is,. I > itt'. airfar t()IoI('jt~ e 

hiik-1v tttit 1iiethat ltiew tt'tI IIi["1ldetititIl( itnr t he luleans o ac­

t hetitz lii hrilichiti ,t ecF iit ItrIig(t t'ait tt w iii(e h- eac 
ire ill Il"'ii itun i a I.M),* tll. irei e it i h ii icit I ttar 

titie" Iiidt ltilnimt i 

lnell>t ill .i (it l 4) he 


iist. iikethi tiittitre iin Im 
tai1l t t ii ldlini, aslcr11 int util- ''iteoe e 

bear,ha mplthi tbenm\ ttittliettt towri Ieurwungttric isI 

('eith1rtiltiil tintk prisI tasi~ appal by thea reultie 

tries 
 dtectligigtitit 
therictilnlI iltitI lt tict" Ow~ t 

tia b['liiliiwil ipititiits ali 
(lii) lti();l we (&Frcei imceito 

arewiII ha tcmniC ')vs itteIiertt'tr. wtseitit tt* is the fwarrant and 

industrializht, hliiititne tirst aitir tIrenist :lk 0tgruture tan pr1)Ito 
atillt.ili[ite'(d~t~ [tItor HM and mosth;1 idts V, 1Idina t eveat ofze 

osed[)triiv tt aeae ) thtits(le)pmnrie part thichnth e labor e inb 



agriculture is redundant in the sense that its marginal lpro:tuctivity 

iszer): amd policies an tolminimivtr:.iv means are reluired to keep 
farnr fo(d piries down in fav()r i lrlbarn consuml.ers, thereb)y pro­
rooting intustri.lizatin. I'Xcon.,masts believed that farmers in low­
incom(e ttmtillis were lot rlpinsive It)normal c)omiic incen­

i\ es; inde(d, it wa> ir lhit ivhe ften resl)nilei perversely, 
withIltl iroplicliat o ti! 111c -lipplv iirv( of farm prlnedtts was 

hack%\l' >ll)Irit;(. \Wit h respect to the iniiivisibilit is of n(,ocern ag­
riculi(Iii iliptlt>, it wr> ieliexeil tlhat aie reqlluire(d% very large farmns 
If)prt(Od lic( ,lrl l m ilitts ;0llllinilliltlll .
c'( , 


Tlht'se,v' s )tp~l p) (,cw)it~v dA,I(. .l mwd h~adt lic tplicies. The 

lm;sli mti ,'iit lf)lritlict- fit not pirdtuiing enogih foiod has be-
CMo l trut,,'ni lere, tfo, there has )eeni'liltivc t,cli fI lwii. 

slt,) l(o:rnin. 'romt (>:l\ ptl) li isclyts. 

The B~urden o" C'lassical Eo-tlonmic­

()ir t(ll t,lt ; the uck)t,l ic,(f ;igricultural producfivity 
cm-.t iltti 11)h its classical origins. Itis indeli­li t, htilri'lrd,it, ll )\" 

lil.- lPictird,'-. prinipit (iminishing. re turns. Lest wenrlk(l ih of 


'org. iii !xic~frl( il.) -Ionic
uikl\ hilt Smitlh and vieved agricul-
Slire 1stinl) r,g, > (. I mltnil wu clsell( tirmi ers it'haviig a llredist)o­

l ' ilrsit i)tol n, if "I u (wltit t of tic hilt lies iticultivated", 
he it i.cotll tativ 'l,vill titin(st f(r want (fdskillI.\\It lot it-; 
iirtllisl"id titv l;i , il and l(1 sawill tIhe ,i.' ic -r(lt) nmanufactur­

ilg aill it> ;'1linli wlwras igrictuiire was, pri,'ress i',(c. the sine-

TI belief li thert, iVai historic:i law ftdimiinishing returns, 

)tii lt't 
i(it (nl\ 1)v tIt ('Itit r Il ))vomie (I in,igi ecomiriists 
vhit Iin la ., 2i i is Itc}et il ;t)itil . is still wi(lelv held 

btt t ,ishle 

as will. \ir>hl 1+when t(,h l(n view, did ( alto-IKvcni 1w(. nt 

g(,ther tre himtIt trio tIm -l>ttii iat.> of l icar(l'o- idea of di­
niunsliii: r.tirii ti)otlfl ri'tItut'al . 
Thv'(, iv.1t ih. tit, >vit st:iili iul stijl fit lim inishing returns 

"vas ;1(tIr'ilprit'iarily tIf i lch t()all fac­led,( tt(, v!hmt~d. it is aplicl 

ors (i lr(1d t . toill icer cannotIi(I1I'le rt pril, and il()es not try to 
W,()i(i ntit rig I is: he d(wsi growit i.s.li tt ft try tir the wo)rld's foo()d 
in a fl)wer lilt'" (Ab).ha Lerner', phrase). But licardo's concept 

aseid frn "tlie )riginal al indestruotilue powers (of the si)il- is a 

http:tolminimivtr:.iv


5 The Long Vie, it, Economic Policy 

burden in comprehending the increases in the productivity of agri­
cultural land over time. Ihe siplyV aMgricultural land is augment­
ed by investment of various types. Substitutes for land are well il­
lustrated in the case (f corn. Biological advances, in the form of 
fertilizer-resp)(nsive and ( isease-resistant varieties of hybrid c(orn, 
increase the eflect ive sul)ply of corn land. 'he h}ir'est e( acre­corn 
age in the Unite(d States in 1982 was 2.1 million acres less than it had 
been in 19:2. whiereas corn product ion was iaore than three times as 
large: 8.2 billion bushels in 1982 compared to 2.6 billion in 19:12. :\s 
such changes in economli c nditions occur, they spalwn (lis((ttuili­
bria. The )ioneer work on the econonucsof hbhrid corn was done by 
Zvi Griliches, who noteul that. ht( he us;umed etuilibrium, he 
woul it(ve begged somie of the iliost iml)portlt (tlestions pertain­
ing to hythrid corn a.s all iiloval ion. 

To the credit off the early ecolmnists, Ihey observed !mlt only that 
agriculture in their day was land specific but that land is location 
sI)ecific, and that nature is niggardly. Their iasess enuut of the cur­
rent state of knowledge alnut agri'ultural liwr(luctioin was, at the 
time, in large measure correct. They (00ld(not hive ant icipated the 
deveipment of whevarious ubst itutes for farm land that have he­
coMlle availahle since then. Ag\riculture is nlo inntne to changes in 
economic conditioms that give rise to increasing returns. ('onsider 
the "(;reeil Revolution' in wheat in India: it began in I9;B with pro­
duction al I million tos; by 19S.1, India's wheat )rodulction had 
increased to ,1; million toils. While we awail a theorv of economic 
growth to ratiou:alize tis extraordinarv event in the case of the 
IPunjah, where the ret urns to land, fert il izer, equipment, labor, and 
to the entrepreneurship of farmers all increase(I- coimon sense 
suffices to alert o(e to the several lesson-s: 

(1) Cont rary Io classi'al expectal ions, agricultural land rent de­
clines as a fractmi of nati nal income, as nolern ecolomic growth 
occurs even tbough Iopulation increases. 

(2) The influence of Mlndlrds in ilatiolal )olitics declines. 
(3) The fract in ofthe lahor force en ged in agriculture becomes 

ever smaller-indeed, so sm,all where there are well-integrated na­
tional labor marles ald high levels of e u'at in tit it seems un­
helievalble. In the t nitedt States it is down to less than :2 percent, 
and declining. 

(,4) The value of lie time that farm people devote to agricultural 



a( "ities,- alv ()pel and \vell-ite~zrotedill nif inld lahmr markhet is
 
dieterminedl lredm-miinmtiv hy the value ()f wm)rkers' time litrw~igh­
ot! tile e(+Coll)ilYv. 

15) The ' (d~ i'r)itllilig f't)(,d pe'r Iml have'(auld C'ed grail de­
d'ined markedlv%.ince( I 1H !)( Illlli l where l("Ssainld less- Il­rm
ti(e> 

I)(r Isreqluir(I I()p i I I(I. t. rc.II
)(d't, 'I rI'cI)I II (- c()II II()dI­
iitt, h dt-tclil(le'l ­Ie.ss h ,,l(, l rdlI(),,m t fi.I l)(clin inIll () "ralin
 
p~ric'es c'()tirihitmttd IItrt'c1lt- ,I tl, il In (1111imtii
i g t t e n I&f 

cti,< thcr v ttm 'w (dl
W()Ill ,m .'(t ',[() H e.ttt-Im im itm nm rkt ,andt{ 
f'arn tit r(ilre,enc r+ -ire,petrf,)rtntd hQ, # (+.rll i lfs, tIt(,-;1ills ill aIg­

ric+ultutral lprmh)dt vitt, i,h.(d frtmi ). ( ,r it m.i lire ]ittlar.-c 
lile(a.surlct ;1":,c,)m ,litw
~, n .l +l, :i i e(llit-iten(,it. 

7)Ill rinr )"pl "'J lli,M Nl;~ i'l ttlr;1] I', e nt'i)l ll )+t ' tv hiliv 

trlzllllIv m" h the ec'()­[It('(Iiltlll r 
t( ( ll()lllic' m\11 lltl I''tIlt. (d Ill), ,clline 


r.illit' Iillp(rtIl,I II 1:r)tWt tlr I II l.,n Iin((d I() Ithle view, t tM I "h()rtI 

011C e c(+IIIc ditu I t III I c t'11t) I
(, [thfII 
 ~ 1v iII(L.,t I 1)1v III* rict.IuItnIIIit 

. . > epr()du,'t>.I, ,w ()t,cr) thI , %\It\ rYc', .\. ,thIIp)s1) l1.%.i 
,I h tlt (. lnthoi thet-tll I I rpt'ml beur e~tit,stit' ()Vetld lctlt 


tI. 'c. , uch ;It.]Imi,rabkl. miltcmi., rc,>tm-r h i, requlired;l
1 r 

fro)m re ecirch. ti llilltt+. Im* ;l1ritlc11 1t(tlrnl1 lilnd im ) be+hadi. T hus
 
tile .!,;[)) ( I ll(l m,\ ll(,t m til v, 4)rt)
ll r(, i td' Ill illyv, (ldmif v
I('at<)I ) ((-.)III i II- t ( thIeItii14I)r(It tIivI. I.:. I ::,~r ,titI - (t I Y ()fI 

( (ts t:till'vi p i)t lv\it\.I)ver tinte.l u.'tttrl l-


A Search for Increas.ing R~eturrns 

Whtall wenle.rit~rIr<nm m)itr:s (pt().)t-deXpeneritues.. From the 
beenelits ,(, n.i))> ml rnt andm+(trade?. F"r)mn the inte.rac~tio)ns 
allm i-d ivi'i,)l IIILibm")r tri-itd,.'pe'ilized lyh'sica'larod hitilliamtidl 
C'll)[i l?.IS it Itrt,.lizt ilig~ r'etuli l...h ',,..l. 11-ill +. all int(,"grll part 
o)ftile_ (co )l-(imllic'grm')VI 11 p)rn'(s-,'.' 

The i(1(. ()fitHWw 'V ..i,i '(,tcflrn.., I() t',t-,(eetm hit,,lv t ;s miilo)(led
 
l M() C(Im(m)li:+-,I
;, 1l l,the, ki- itlk qlU .,t fh)r the Ihil\' (;rail. 'Ilh(, Ideai 

that i11l-cal't rcltrltls ()cur (dtlritt++,Ihe pnrwc,..+,1wl (Itecm()imillit' "r()vdil 
Ifl() lg(.er em,(s I() bet ;I ) r <)-IlillInr ld i ec'tl)im 'is. There'l+appe)tars 

to b I IIlItle rnw()m ill 
 ()( 1r,0w.
tn,(i\"s Ih(.e)ry (If mit'gr 'r Adlaim
 



The Long View inEconomic Polic. 7
 

Smith s magnificent insight into the division of labor, its origin, and 
its income-producing capacity., Marshall' law of increasing returns 
no longer seems to be kosher. In the same vein, it is hard to explain 
the silent treatment by economists of the classic paper by Allyn
Young, "Increasing Returns and Economic Progress." 

Part of the explanation for this neglect of so fruitful a concept 
2,surely stems from the growing technical refinement of economics, 
> which brings with it a desire for ever greater precision in the use of 

terms. As economics has become increasingly ma.thematized, the 
richnesbiof the idea of increasing return3 has eroded. What was once
 
a concept that evoked many different sources of additional income
 
streams, the vaguely sensed secrets of the process of growth, has
 
ended up as a simple bit of arithmetic that virtually defines increas­
ing returns by circumstances in which doubling ail factors of pro­
duction-all inputs--would result in more than twice the output. In
 
the grand tradition of the older economists, however, increasing re­
turns were not simply a matter of output mechanically growing by
 
more than input increased in the same proportion. Instead it ,ias an
 
idea that reached deep into the complex fabric of the economy and
 
captured many nuances.
 

When a large national economy grows, or when a country with a 
small national economy learns to take full advantage of its trading p, 
opportunities in the large world economy, it is of course true that 
larger steel mills and petrochemical plants and automotive assem­
bly lines become economically viable. But this is only a small part of
 
the story. More important is the greater payoff to human effort in
 
countless different directions. When there are thousands of textile
 
plants in the world, there is much greater payoff to an effort to im­
prove mechanical looms than there would have been whdu the
 
plants numbered in the hundreds? When the scicnces of biology
 
and plant genetics reached a certain level, the generation of new
 
varieties could be considered a production process in itself-- varie­
ties that could be tailored to the sunlight, temperature, and r'ijnfall
 
of a region, or to the texture and acidity of its soil. When plants

could be tailored to suit the weather and soil, so too could they be
 
made to produce higher yields, be easier to harvest, and-very in­
portant-be altered so that their planting, cultivation, and harvest­
ing could be more readily mechanized. In this way, a symbiotic rela­
tionship formed among many groups, producing plant breeders,
 

a) 'A aL 
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university research laboratories, experimental agricultural stations, 
and engineers in factories that produce farm machinery. 

When Adam Smith first pronounced the profound truth that the 
degree of specialization depends on the extent of the market, he 
could not have foreseen its fullest ramifications. Today we can see 
that it is the e'xtent of the world market that more than anything 
else accounts for whole scientific disciplines and permits vast cadres 
of technicians. to devote themselves simply to improving varieties 
of corn 6iP-'wheat; reducing the cost of transporting, refining, or 
even using petroleum and its products; and performing thousands 
of other cost-sa"ving tasks. Indeed, there is only one element that 
unites these countless growth-producing activities: in the end, they 
are all cost-saving. 

Thus we see two serious flaws of growth economics; first, it over­
looks the tact that the continual generation of new disequilibria is 
an essential part of the growth process; and second, it ignores fhe 
economic value of the contributions that entrepreneurs make as 
they deal with these disequilibria. Notwithstanding advances in 
theory and empirical studies in economics, it should be recognized 
that activities of increasing return, including some of the most im­
portant wellsprings of growth, do not exist in the axiomatic core of 
general equilibrium theory. Yet most economic growth stems from 
finding new, different, cheaper, and better ways of doing things.
The very process of opening up such possibilities creates disequilib­
rium; where such disequilibrium occurs, there is an opportunity to 
gain from a reallocation of resources. The human agent who sees
 
such an opportunity and acts to take advantage of it is an
 
entrepreneur. 
 4 

The occurrence of observable economic disequilibria dur ,the* 
growth process is a much-neglected area of economics. Sch"M 
peter's approach is a notable exception. His theory is based on 
changes in economic conditions that originate from within the eco­
nomic system. These changes occur as a consequence of what a spe­
cial set of entrepreneurs do within that system. Schumpeter's entre­
preneurs are innovators who create particular economic changes. 
They are, however, only a small part of the story. 

When early English economists observed increases in production 
by various manufacturing industries in England, they attributed 
a part of the additional production to increasing returns. The 



9 The Long Vicin in l'EcnmH i.lc'PoIc'V 

favorahl,' ',:niue> ill '',tCimik .,'(i itions ill their da cime to be 

known i the lndu triI '(, %diut ml.:.\ Ii riIlpcirmc esI'i,'s0ithadl
 
tmuch] In u ,\kvh;; , .', " l­1'i rtfr,
ittm~n - t 1< lli e ("',rtn Revok,'t 

tion Ill ilgriIultull '.
 
(Crit icso+tth ",H,'ii ~ .,r,tur ,'
+.,;Ir1v tc't;~ n ;I-is(,(that tile 

sillplistic 1(40h)IC(It''il n 'C !l IC llli'v tex' suchvt.(1I' til ,,t.-. hI lhti,l 
NI LII,, .7'ilk-,i C ( t t,.h, l Ih l ­lt't ' - i,.,I'l lIuCiltj i t ll there ,.,,,,IX 

i'e~iirvl> tI CI, -: ,it t' . c ll''. lI ng Ilue,
1C',1 I IC>l''1,tl tl i'lh, i tI t'ibl 

lire ii jic C lit ',tI ulti-
C ith 'il 

,
Intl titll' t. it C CC'C, 1-ICtW r\I i t11 iCw t
 
M iltill'rti,ilil tt l'i ++, t i d ] t!k l- x
 

, i CIII' t]C,it'',+ W W '-;Il( i!lmuu h 

'111 '11t tiIl >C'ki '. I> lh 'l (II ;'\ il I'1llr m it1M, I lC ' , t(i 12)Ill'te r 

rti )A Ci CIm Wi( t ;II1 I' ) (IiCfiil 1 
tu n-,\I 'l %\ J>1, ,h,w .vL", ill­

it.ti l% l C ti - - l-ll' sIIiIe,Ti 
h- l t hi , lt i , ;ii,'.It 

'ii ilmi i stI'ith'io 1ii law 
111"Jtl , l."-i t'.-llid "' 'm cl'd 

a Tn-dh lsois . 'I i.,., gll'- iIll''. i t l t't i(' thl 
1't'I*t'ttt' t:', it-ll ,,1Mt,:'', [ + rl, i11111Ybe( 

irde h1 )Wl: 111 Ilui-i' ,ii lil. :111dI ;il l ,iln"iC'MtNt Illh' t im ­
Ipri~ve'+ i , it ;ll A hkt 1,)+JtM ot',;~ l!+wH 11ctiencY'\ ofl(dt +' v,,'tork 


sttreci Ofln ls I -1i' tt trILi ti lli ,­." ll rt /t( ll1 
%vOe iiiitd Ill I: ii it'r'iuifii (Itrt hm ui iale1illk ,,,t. rimon-

NIir-~it'Ii+~ I lh~-, 11 tim . (dlheolth, v,,'It (' lltik, '~t , l"l' 

,.1'drt;It) )u,~ I<, hh t%w.,l ((] 11it It.'-1, 11 .It,,r l~ w l nl,w call l11u­
)ilitd ... kIlk,\I%% + IIIlllInll (.;I . I 1l.At.. , IItl I ( ,( -~ i ill) I)''II c~t 

+ I ,I tl#'It I .Th'le 
' 

II ,v'd ItI< rIt t I II\ IltI >l n,dk(1 .cI I II.... (Iis.,­

111 r I\ l,: oftJnction hetlvm -et+ !polI tI I tI nr , 1rill ),,\vh'dk.T+.. IS' 
gl'ronl nd+t+gn ),J] illt lt~lt I ll t tl'111i t]I'lltc(e> ,I+ rlttl, ~ 

be \''it :t11~ri Imiter-il ,:. 
A'selies ,f' hy\tilt ofl' 

tt ,tlIhat " 1),'1t)1 ld v lttpropet ,tv ill hi 
ll")derll >-.tlit.- p )l lre'.wtd Nwiona;l Hurclim;t 

Econo'ml nic'k'(,:,:lr,,'l inuT, Illitptlt etx'eed<:ed ill­>-.howed, thilt Ct+.s 

,dill'Oly, ]ar-c+.
c.reatses Iiniipmt bv\;Iw+ide. im-~'in. :\c pro'duttivity
 

k:t1.mvhe lliedI Resi.dualgalins hild mv'/ullv 111);111 i:] lsthe tltlexl 

ani llsw+;.io Nlte;t,ls ' ', recidl thel'cid'(ul m o, iv tIsIn.structive.to+ 

;iiv~llwt(.'d and -.ideais thali mtI+ Owt ,,;rch fm.I e'xplana.tions, fort tile 

in,.reas+.,,a if)im ii- wtput thl~lt texc'tet itcre;lse+, s Inll (+Iedlr, !-I th l l 
sttred Jinputls. A\tn], thet+. prl',+lp<se.' thlis puzzle,limil]\ solutions to 

one hlooks,InVilil+ references'l(' re(tulrns.. are n-ofor>i to+ilcreaish The~re,_ 

appl:eals toSmith <f- to Mar'shall, ()t'to:\llvn Young.
 

http:lsw+;.io


l)e'isoltStudies byvJttirnljl lt 1 t thiSt lv -( ;rliLmh!tillCiled 
large in this search. HTlcv 'llriiclIIIl(I improved filtl)isit' data. 
X.le"ikon t'll tk.i -,it ll' d if it tt ' t I .,ii1tit Ith;.,itt 

I e 

dealt with theiir tir. itt with r tiec! i Iti Wer
 

i trifli thcs.;it I itt i l witilt-mliII ;I-+.ti,, I',lili ti,,o s that 
i tl l d 

eltt la( at it tri­f\ 1 )1itii-iu t ntitiiti, , :- rt ; tr ie "titwit',o 
i litilt X .. iit' l t i ;lit 1t tiilI\ii ing o t l i strlt iap o++art 
t 'ti it i tiIAitiull t (tilt, i tt'i. p cli ity;ittli, u)gIln 

t il lu l :,%i~ I.Ifc ' fl fI f 1 ;tk- r o) ) I ti m ii -i i l 1 I I*C 

IaltI ii eiitprt IhIir , ea. tl oI I SIlit tlio Ii.ctt 

rtlrl is' ti t tll it;11 1lit, o e t tti titsmll. mir elelit, Ill 
itt in11-itase't a I tornellld 'I1nai cilit­llf)llll(" c'(I ldilit , ;I l1w 'l lil t, , +l, tocm Iritnlqi'+I I( 111 l l k o f1 

+l,11;it\
W.11~t \ I -'It+ Ii+++tl i >t,,W't wLc' aIl t1h w llltfx. 

tc ctt,, 

tlie(.I tt I I I.r ,I iI I i i , 10 !I 


1+''.+ I(.11 1!.-;Ii ,,I t 4r,.1,t)h011rtl<, t i ;11.(1 ;tIllI it -,,lls is t( Ilt: 
t',l I<t; .tl hoo)tII ]k +,,I> \hl lcr st,ttl\'
 

c III llh ;iII+
Ytitl, <11-k I I II I l 1l''+ i
o~t II\ 1(.( S thal'|t Slich 
vt<l"
(.;[Itiit I re w ,\ 1 ,']llt+.1: I t h ., ;,,iti' w It .r, )w l' Tlhe d \ M ill',1..I +'(.()-


M)ill
it' /,, tI Il +I tali 'i Ilt ! IIIIiit ,(Iifer'-I WI% , It]+ . o Iw ',hcc'lt I.,, I Il' 
e'i't'.,ItI h, I', , (lct l (tII pn't'++ 

ca pllA I:'' I'-/ (It1l;1II r+ .t, Ite Ihtl
 

I Ill IIrI) I,'thw eq tIiIii1-;1 111,w hethler. 1th 
it itgl tIII +Ii+.)IIIII. ,,'S I rIll rms II,' 

IIl i cs II Ire I'l,I + t II% tr\ II,(III+,rt,whIIy t Ihfir circle?. ItIwe were
 
lllnabIle ~tr In,
+.thlw ,f, alit;I 1 IN M, \WMtld III[\', 1() ill\ ci.,t Iheml, 

})e 'a ;t+ + ilt, clt-ttlmIlic' 11 t1:.eife + (dPn.,~r~ )+'rmv,\t hc v are the 
Incenit ives.tI Inv Is t+;++,',,tlIIi. i (n thet 
I..TM'(11Mllit'',\; ]l1 t'gre/altiMl. 

) t, 'huls. t <)f' +..s-,ent lalparts ofl 
ttllo'+.;Illtd h
b)v su 


lIncrealsing Hlet urns 

E'ach in;+~tt ,cach entreplrenctirial disco)very', inc'reasing¢eCOtil 
retulrn iS atll +.+'T(lttit. <it' thlese,are small,el,''.,t.
M o)st mnicro evenlts, 
aisin the case. ('fal'arncr's Increase inlco+rn Y.elds made poussible by 



Th, Long View in l'conlic 1l icy 11 
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Ircc,\'lth llxtente do) ilt ureit t e e ti..!()i" e iializatin.tl terms ofin­dustry we(. nitli's p)i)nt,;n(mv ahmul A.dam ' ['acttry; Ior agric.ul tutre we
 
blilhiel v assullc that theret 
 is iwth'ing,ctmiprah~le. Ill iternatiom ' 
trade, Iltum,\ r,,),iti/ t I hn.s houig he(_n it p)l (d' oltde thetorY 
aind Hs,-ai~ldicatih,.s.
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p~oducs hKs wn seed COrN hle buy*S 1 hrid seed anj rjriit e to)his
 
area. Pi-rodlctl c)44[),J)4n4es('44)45st minly of inpunts pronloce(I iiv ill­
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atnn m \li lII are tOlw 444111rilh­44445 ill'r4'44>4'4l. >ioiicaott, cvcr. 

ll114404 (411l 1 'l ii h) l ~ 11 Ial rO l lI>clthn11d prn)44)4 l ljit litt 
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izatlon whichl ac1'441144> ill :4444(144'i-'toln, I4'- 41 (o their 

Specialization444 441 ii> lim1its, \\ lll is farl1444iv'.'I'. it carr'4ied( 14444 
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who is only an economist'' and, "An economist who is only an 
economist is likely t<ohe a nuisance if not a positive danger." 

rade and ilunian ('apihal
 

Isitpossible for suall nat ions to attain a high level of per capita 
icome via trade ;oldi pecsializatiol, with the gains toibe had from 
increasii g returns nua(Ie p~ossible by specialized tuman caital? 
(nosider a tale (f twi natiois, Singalii'e aiid haniica: 

S<il!ip ' . tm i' 
They I t I,i lil' i)II: 

'oplulat ii iii I 1 2 2..-) 2.2 m illito 
[,ilcexptt. tic, et ilc.h I," 
Externat (Ihl ilin htdlar, 19,,< 

725 
1., 

75 

1.5 
years 
billitmti 

Their Iilflrt
((,,:
 

A24a 2 4.212 square miles 
l ati - lO 0i 5"(0) per square miles 

lxnmmim gnr h itc, 970) 1982 8.5 1.1 Iur'ent (;NP 
,ExImit ,I Y:t t.S.$20,801 7:1<0 million 

Inip , I l .9._I 7,S.$2S,20o) i1711) , ill 
etr, ilita ( ;.N1' t.S. ,5,II) I,:220 itl19,2 

'[his tale holds the secret of t.he relat ioiishi i f tweein sp'ciw/izttion 
and in'cmt'. The key is inthe divisioi of lfahii, which dtepents oin 
the extent of te inarket. The inarket is large for -Singapore, small 
tor ,Janaica. Young,'s "Increasing Retu rns and lE'coliinic Progr-ss" 
reveals that ,ccuring,, increasing rettirins dei ds ipoin progressive 
division of laltor thfiat will give rise to increase., inoutputs without 
!)"portiointe inicreas> in ttis. As\s Yoing itted, "ecolnomic 
changes bec'icipgr(ssive., an(d propagit I en)"elves.'" 

The effects of huiai capital on tle cotiiipostiin f goods that 
are traded could accontiit for ilie st-called l,con t paradox, which 

asserts that, cotirr y I ito thiry, alitil-rici chtiitries export 
Ilabor-mt ensive go Is. We no()\'know t iat the laiho r services entering 
into such golds are huian capital-iitensivc. A cilital-rich country 
ex)orts tie services of speialized hmliain capital. 

Viner and ofher trade economiists hiav( unidersttod the reasons 
why countries wit Ii apparently similar econiiiic st ruct tores still gain 
fromt trad ing with each other. Such gains are at conseq'ience of' in­
vestments that specialize in part icular types of huoman and physical 



Cap~ital, and of, tUtilomig smt cadial iiitviisilv.h 11wt ecitlttlic(d 
twoi-way Trlade ill simiilar produt- li'twlll Si;Illa ettillt lies has 
been hurt her eydhtteihb I Daniel Ss IN virpils tHant incruasing 
returns tfo riii ~isi~hv illhiiii pecial­ca( mdi jt to ,tpital 

izatitol wi w,Iiii cl t r Ihit evihhtrie
(Ii~- t ill -lipttrl of his 

111gcii t IS ~ I-ji~.i i\-th~il tb it ptrwl hiet iv­

oit ilispi a~hiili it rh ii it Ji;ihi(\ ch itti . Itii ( ie fhht vi 

ho h aiNiltsen~ li i t h11 il ill lthit-.lilh 1il it a tilhttughii 
tvisio (itdttLa te iit th ita l(I"it -Selt iihe tO l l it hi ial Ct with th 
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(3) The economic vale d Ithe specialized human capital ol agri:ul­
tural scientists has n(t len fil!:, recognized. No r has the val]ule of 
tle etutation ofI'hifarer, w!i:ch enhances t heir ent reprenetrial 
abilitv. 
(-1)Tile illi)p i lict, ()t' ie-e,th tlc ftor itarkets i,rtpiieateidly tol( by 

econonlim iis!tirians. Iiervtiand to',', iltfwever, natinl-sates pursue 
lolicies t hat iistirt wrlti ra(iela(ind imlptair Ow gtilt Ihiel hall holrn 
it, t herehtv retduit'ciitg . ljalizttill, lr lductivitv, and ttn nic 
grtwt l. 
(.5) lier' is evi nlw lthand t sitil s t hat nat olllillitktl eilte 
pursingl, inwiiird--rhenlted e(t',llm~llic p~licits with reguFla.tiolns and 

eet\I thttgih they(t ri lrs tilt\' re large nalttiols are dting ioorly, 
whe it iii ii (d stntll nat t s til 1tve i)trsuetd tlttward-ori­
lited ttlllcIlic ptlities late iell'exceedtil':. we ll in evciiving 

illcrlt'i,tt lettuilt. ( ix'tit ile thevIlat extkinet' itle ho-ittlni tittn of' 

suchi htilinlexrclud t: the itt itlr llsrl(da e deqcuaite.r('ettlttis.ttn ' tl itiSol f is t utilhr..,\ g lt' thtl 'iiiit'co tie. ill­
e p e t'z/ & t;i< ' i, lt i,li h lict, oflItei'd t ice ,I l' . e,Ir 1 )tr(i t h l'i ii d va ,. 

()iit I',''.lu lutr 

Carl\,v cc nwilii lt,1tldi~ct'11li ell e in<.ig'lts:thate 

il/c t.tii il it lhtit-retset V t i lttiarlit' to rit ' i f)<rthelngiitt't I ll'a ellrenei>\,l e iinlllttl Ii('ith it .liifll]h 

l,ki irl illi.<ts, no~w 

tI ,f~t lilll, .po(Wl\)()k, Sii ' i,,errvit i,,loft] (dnI~h ) llade ihiel 
e ctli m" Ii chl a' - Ie e x t'lt to['Iiihy sp iai li ii, ', i - ill tu r nlc'n11-;ilwtd 1) ,v 

malrkt,, isi fllill lllI;lI ,S1,nn. ,Milrl-lin l'sv'trllils ( ll ­inli"il.t 


c'reain g frpitll'i: i1n;i fil d lilt, i in A~i1 I ih thescideil I, en~er'iit ,and
 
Siz eo( dlt h ilt'h lll;i nl ( -,Iplila ,1,Wh atlis. rl t ol,xl)]; is t h e, g
l I hil i ll otln 

silen cet()n th e p:111'(AIe~lwlllli . 'wll", l ssic pape,lr.ls f,~il ",Y , s tA 

ani eMll-,ittititl 0fott-ii,pc.~ltg' nitte
, 


I(llit 


r e r ] l 1\1C Mnuli wr)ei'h Y iw!~ll Y1 , ( r t hle
 

I)urilig era'()Iliw I )Il /,I() lie're,>id!ii, t c 1()1~~iai1twil,llllvllteore 
ch Wlit' s id d S'ith . lluing 

r c h' ,(: ~ , ,r., . k in gIlll,! i view\, htu-S ea l f -.. ,,..l i,i 1 i: ur nsl'i.Ta'i 
In1al1 i c'rli'l] t' lilp lleltll ec it'nlliit. ll andcapl~ital is, 1in(dern ili ti 
gn'<with.Ilt l i> ,fl t, h itt iiitkn ,wl,, 1,i id ill p ltie, 
I t c a lls I'm stn i l l s i ll Illill. Sl tio n ,i l , ii)( ad er i l i v il t, f p etili / ,a; Iimirk t , tr' 

o ffer,s'izlt'cllfiv ,. t o un d e ak e, su ch'in t v al,y airlt eli n enls p ri n d 

p~ublicly. 

,,\nxietie,,;.il~ sp a , y'',, o' ys i c'al(lt l' d , e.in e rg11a nd t)h erp hi l r e s o utr c e s 
arel' were,\nolt, w. ''tlt expre'ssed coglently altthe lwtghudllng_ (d the 

http:I',''.lu
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nineteenth century 1 I)avid Ricardo and R.R.Malthus. But I re­
ject present forelo] ings based predominantly in assessments o)f the 
declining physical capacitv of' the Earth. A va l i d ass(essIlent must 
reckon the ahilitijes of humans to deal with the H'arl h's changes. 
These ahilitits are igntorel in earl hview assessments. Increases in 
the acquired abiilities if i('ofIl( thrmighout the won!l and advances 
in knowledge hold the key to re co'omic plfulu+'t ivitv and itsfutuRt 

cotrihulit Imist Iumrman well-loing. 

The aldverse c:isecqtle.n's o)f hi .h'irt%-iew in ecminotic ImlicNv 
carry a high priWce. Thugh theor,t ical ,,l;)orat ion If the short view 
is beingnmade hv economists with increasig sntI)letY, refinement, 
and elegance, it is invert a structielr, built on shifting sand.leh.-les 

Viner's stand mile hiii1 a special custodlian (of thelong view in ec ­
nnucl' mat ters. The deep insight o)f his view, the richness o)f his per­
cept ions. andt meve hecon have the tIncless qualityt. in.esage, 
that marks greal ilea .The' had vailldity and nmianig for \'iner's 
generation, Just as they 1hi'(r todav's generatiom and t')rthose who 
will folhlw. 
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