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**Adam Smith Wealth of Nations 1776: The Birth of Modern Economics**

adam smith wealth of nations 1776 marked a pivotal moment in economic thought,
forever transforming how we understand markets, trade, and the role of government in
wealth creation. This monumental work, officially titled *An Inquiry into the Nature and
Causes of the Wealth of Nations*, laid the foundation for classical economics and
introduced ideas that continue to shape economic policies and debates centuries later.
Exploring Adam Smith’s insights gives us not only a window into the economic challenges
of the 18th century but also a profound understanding of the principles that drive modern
economies.

Who Was Adam Smith and Why 1776 Was a
Landmark Year?

Adam Smith, a Scottish philosopher and economist, is often called the "father of
economics." Before writing *Wealth of Nations*, Smith was primarily known for his work
in moral philosophy, but his curiosity about economic systems led him to analyze the
emerging capitalist practices of his time. The year 1776 is significant because it was when
Smith’s work was first published, coinciding with the American Declaration of
Independence and a period of intense economic and political change.

Smith’s *Wealth of Nations* was groundbreaking because it challenged the mercantilist
ideas dominant in the 18th century, which emphasized government control over trade and
accumulation of gold reserves. Instead, Smith argued for free markets, competition, and
the idea that individuals pursuing their own self-interest inadvertently benefit
society—what he famously called the “invisible hand.”

Key Concepts in Adam Smith’s Wealth of Nations
1776

The richness of *Wealth of Nations* lies in its broad exploration of economic principles.
Some of the core ideas include:

The Division of Labor

One of Smith’s most influential contributions is his analysis of the division of labor. He
observed that breaking down production into specialized tasks significantly increases
efficiency and productivity. Using the example of a pin factory, Smith showed how dividing
work into distinct steps enables workers to become highly skilled in specific tasks, leading
to greater output than if each worker made a pin independently.



This insight is still relevant today, as modern industries rely on specialization and
assembly lines to maximize production. The division of labor also paved the way for
understanding supply chains and manufacturing processes in the global economy.

The Invisible Hand and Self-Interest

Perhaps the most famous metaphor from Smith’s work is the “invisible hand,” which
describes how individuals seeking to maximize their own gains can unintentionally
promote the public good. This idea underpins the rationale for free-market capitalism,
where competition among businesses leads to innovation, better products, and lower
prices for consumers.

Smith argued that when markets are left to operate without excessive government
interference, resources tend to be allocated efficiently. This concept has influenced
economic policies favoring deregulation and market liberalization, though it also invites
debate about market failures and the need for regulation.

Free Markets and Limited Government

In *Wealth of Nations*, Smith advocated for minimal government intervention, suggesting
that the state’s primary roles should be defense, justice, and public works (such as
infrastructure). He was skeptical of mercantilism and protectionism, instead promoting
free trade as a path to wealth.

This perspective helped lay the intellectual groundwork for classical liberalism and later
economic theories emphasizing laissez-faire policies. Smith’s nuanced view acknowledged
that some government functions are essential, but he warned against overreach that
stifles economic freedom.

The Impact of Adam Smith’s Ideas on Economic
Thought

The publication of *Wealth of Nations* in 1776 was more than just a scholarly
achievement; it sparked a revolution in economic thinking that resonated through the
Industrial Revolution and beyond.

Shaping Capitalism and Industrialization

Smith’s emphasis on efficiency, specialization, and market forces aligned perfectly with
the technological and industrial advances of the late 18th and 19th centuries.
Entrepreneurs and policymakers embraced his ideas as they sought to harness market
dynamics to fuel economic growth.



The division of labor, in particular, became a key principle in factory systems and mass
production methods. Moreover, Smith’s arguments against restrictive trade practices
encouraged the expansion of international commerce.

Influence on Modern Economics

Many foundational economic concepts, such as supply and demand, competitive markets,
and the role of incentives, trace their roots to Smith’s work. Economists like David
Ricardo, John Stuart Mill, and later neoclassical theorists built upon his insights to develop
more formal models.

Additionally, Smith’s work continues to inform debates on globalization, free trade
agreements, and regulatory policies. His recognition of the complexities of economic
behavior helps economists balance the benefits of market freedom with the realities of
social welfare.

Understanding Adam Smith’s Wealth of Nations
in Today’s Context

It’s fascinating to see how many of Adam Smith’s observations remain relevant in
contemporary discussions about economics and policy.

Lessons for Modern Economies

- **The Power of Specialization:** Modern businesses, from tech companies to
manufacturing giants, rely heavily on specialization and outsourcing to optimize
productivity, echoing Smith’s division of labor.
- **Market Efficiency and Failures:** While Smith championed free markets, today’s
economists recognize situations like monopolies, externalities, and information
asymmetries where markets do not function perfectly, requiring thoughtful regulation.
- **Government’s Role:** Smith’s call for limited but essential government functions
resonates in ongoing debates about the balance between regulation and economic
freedom.

Critiques and Misinterpretations

Despite his advocacy for free markets, Smith was not an absolutist. He warned about the
dangers of monopolies, collusion among businesses, and the potential for economic
inequality. Sometimes, modern interpretations oversimplify his ideas, ignoring his
concerns about ethics and social justice.

Understanding *Wealth of Nations* in its full context helps us appreciate the complexity of



economic systems and the importance of integrating moral philosophy with economic
policy.

Why Reading Adam Smith Wealth of Nations 1776
Still Matters

For students, economists, policymakers, or simply curious readers, diving into *Wealth of
Nations* offers valuable insights into the origins of modern economic thought. It
encourages critical thinking about how economies operate and the values that underpin
them.

Whether you’re interested in history, economics, or philosophy, Adam Smith’s work invites
you to explore how individual actions, market forces, and government policies intertwine
to shape the wealth and well-being of nations.

In an era marked by globalization, technological change, and debates over economic
inequality, revisiting *adam smith wealth of nations 1776* provides a timeless framework
for understanding the challenges and opportunities of economic life.

Frequently Asked Questions

What is the main theme of Adam Smith's 'Wealth of
Nations' published in 1776?
The main theme of Adam Smith's 'Wealth of Nations' is the importance of free markets and
the idea that individuals pursuing their self-interest can lead to economic prosperity and
efficient allocation of resources.

How did Adam Smith's 'Wealth of Nations' influence
modern economics?
'Wealth of Nations' laid the foundation for classical economics, introducing concepts such
as the division of labor, the invisible hand, and free trade, which continue to influence
economic theory and policy today.

What is the significance of the 'invisible hand' concept
in 'Wealth of Nations'?
The 'invisible hand' refers to the self-regulating nature of the marketplace, where
individuals' pursuit of their own interests unintentionally benefits society as a whole by
promoting economic efficiency and wealth creation.



Why was the publication year 1776 significant for Adam
Smith's 'Wealth of Nations'?
Published in 1776, the same year as the American Declaration of Independence, 'Wealth of
Nations' emerged during a period of political and economic change, influencing the
development of capitalist economies and ideas about economic freedom.

What role does the division of labor play in 'Wealth of
Nations'?
Adam Smith emphasized the division of labor as a key driver of productivity and economic
growth, showing how breaking down production into specialized tasks increases efficiency
and output.

Additional Resources
Adam Smith Wealth of Nations 1776: A Foundational Treatise on Economics and Modern
Capitalism

adam smith wealth of nations 1776 remains one of the most influential works in the
history of economic thought. Published in the pivotal year of 1776, this seminal text laid
the intellectual groundwork for classical economics and has continued to shape economic
policy, philosophy, and business practices for over two centuries. Adam Smith’s
exploration of markets, labor, and the nature of wealth challenged prevailing mercantilist
ideas and introduced principles that would underpin free-market capitalism.

Understanding Adam Smith’s Wealth of Nations
1776

Adam Smith’s *An Inquiry into the Nature and Causes of the Wealth of Nations* —
commonly abbreviated as *Wealth of Nations* — was groundbreaking not only in its timing
but also in its comprehensive analysis of economics as a systematic discipline. At a time
when economic thought was dominated by state intervention and mercantilism, Smith’s
work shifted attention towards individual self-interest, division of labor, and the invisible
hand concept as natural regulators of economic prosperity.

The book spans five major books, each tackling different aspects of economic life, from
production and distribution to market mechanisms and public finance. Smith’s analysis
was empirical and philosophical, blending observations from contemporary economies
with moral philosophy, a discipline in which he was also a respected scholar.

Key Themes in Wealth of Nations 1776

Several core themes emerge prominently in Smith’s work, many of which continue to



resonate in modern economic discussions:

Division of Labor: Smith famously argued that specialization increases productivity.
By dividing tasks among workers, production becomes more efficient, leading to an
increase in overall wealth.

The Invisible Hand: Perhaps the most enduring metaphor from the book, Smith
suggested that individuals pursuing their own self-interest inadvertently contribute
to societal good, guided by market forces that regulate supply and demand.

Free Markets and Competition: Smith advocated for minimal government
interference, positing that free competition among businesses fosters innovation,
reduces prices, and improves quality.

Labor Theory of Value: Smith proposed that the value of goods is fundamentally
related to the labor required to produce them, a concept that influenced later
economic theories.

Critique of Mercantilism: Smith challenged mercantilist policies that emphasized
stockpiling gold and regulating trade through tariffs, arguing instead for free trade
and open markets.

Historical Context and Impact of Wealth of
Nations 1776

Published in the same year as the American Declaration of Independence, *Wealth of
Nations* emerged during a period of profound political and economic transformation. The
Industrial Revolution was beginning to reshape economies, and mercantilist policies were
increasingly seen as restrictive barriers to growth. Smith’s ideas offered a new economic
paradigm that aligned with the ideals of liberty and individual rights championed by the
Enlightenment.

His work influenced policymakers not only in Britain but across Europe and later the
United States. The principles articulated in *Wealth of Nations* helped justify the
reduction of trade barriers and the promotion of laissez-faire policies throughout the 19th
century. Economists such as David Ricardo and John Stuart Mill built upon Smith’s
foundation, further developing classical economics.

Comparisons with Contemporary Economic Thought

When comparing Adam Smith’s *Wealth of Nations* to modern economic theories, several
distinctions and continuities emerge:



Classical vs. Keynesian Economics: While Smith emphasized self-regulating
markets, Keynesian economics, which rose to prominence in the 20th century, argues
for active government intervention during economic downturns. This marks a
significant shift from Smith’s laissez-faire approach.

Labor Theory vs. Marginal Utility: Smith’s labor theory of value contrasts with the
marginal utility theory developed later, which explains value based on subjective
consumer preferences rather than production costs.

Globalization Roots: Smith’s advocacy for free trade anticipated the globalization
trends that dominate modern economies, underscoring his forward-thinking
perspectives.

Pros and Cons of Adam Smith’s Economic
Philosophy

Every economic theory is subject to critique and refinement. Smith’s *Wealth of Nations*
presents several advantages and limitations worth examining:

Advantages

Foundation for Free Market Economies: Smith’s ideas legitimized the role of
markets and competition, fostering innovation and economic growth worldwide.

Emphasis on Efficiency: The focus on division of labor highlights efficiency gains
that remain central to modern production and management practices.

Ethical Considerations: Smith did not advocate for ruthless capitalism; his
integration of moral philosophy underscored the importance of justice and fairness
within economic systems.

Limitations

Underestimation of Market Failures: Smith’s faith in the invisible hand overlooks
instances where markets fail to allocate resources efficiently, such as externalities
and monopolies.

Limited Role for Government: The minimal government intervention proposed by
Smith has been challenged by economic crises that require policy responses.



Labor Theory of Value Critiques: Later economic thought has shown that value is
not solely determined by labor input, complicating Smith’s original assertions.

Legacy and Ongoing Relevance of Wealth of
Nations 1776

Adam Smith’s *Wealth of Nations 1776* remains a cornerstone in the study of economics,
not only for its historical significance but also for its enduring insights into market
behavior and economic policy. Its influence extends beyond academia into political
economy, business strategy, and public policy discussions. Contemporary debates on
globalization, trade policy, and economic inequality often invoke Smith’s principles,
demonstrating the text’s lasting impact.

Moreover, renewed interest in Smith’s work has emerged as scholars seek to balance free-
market benefits with social responsibility. The original text reminds modern readers that
Smith’s vision incorporated ethical considerations alongside economic efficiency.

In sum, *adam smith wealth of nations 1776* is more than a historical artifact; it is a living
document that continues to inform and challenge economic thinking in an ever-evolving
global landscape.
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  adam smith wealth of nations 1776: The Wealth of Nations Adam Smith, 2000-11-01 Adam
Smith’s masterpiece, first published in 1776, is the foundation of modern economic thought and
remains the single most important account of the rise of, and the principles behind, modern
capitalism. Written in clear and incisive prose, The Wealth of Nations articulates the concepts
indispensable to an understanding of contemporary society; and Robert Reich’s Introduction both
clarifies Smith’s analyses and illuminates his overall relevance to the world in which we live. As
Reich writes, “Smith’s mind ranged over issues as fresh and topical today as they were in the late
eighteenth century—jobs, wages, politics, government, trade, education, business, and ethics.”
Introduction by Robert Reich • Commentary by R. H. Campbell and A. S. Skinner • Includes a
Modern Library Reading Group Guide
  adam smith wealth of nations 1776: The Wealth of Nations Adam Smith, 2000-11-14 Adam
Smith’s masterpiece, first published in 1776, is the foundation of modern economic thought and
remains the single most important account of the rise of, and the principles behind, modern
capitalism. Written in clear and incisive prose, The Wealth of Nations articulates the concepts
indispensable to an understanding of contemporary society; and Robert Reich’s Introduction both
clarifies Smith’s analyses and illuminates his overall relevance to the world in which we live. As
Reich writes, “Smith’s mind ranged over issues as fresh and topical today as they were in the late
eighteenth century—jobs, wages, politics, government, trade, education, business, and ethics.”
Introduction by Robert Reich • Commentary by R. H. Campbell and A. S. Skinner • Includes a
Modern Library Reading Group Guide

https://santacruzdance.org/archive-th-190/adam-smith-wealth-of-nations-1776.pdf


  adam smith wealth of nations 1776: Wealth of Nations Adam Smith, 1991 Smith offers his
considered response to the French Physiocrats and assesses the nature of the mercantile system.
  adam smith wealth of nations 1776: An Inquiry Into the Nature and Causes of the
Wealth of Nations Adam Smith, 1998 This edition contains generous selections from all five
volumes of The Wealth of Nations, and places Smith's inquiry into its historical, intellectual, and
cultural context.
  adam smith wealth of nations 1776: The Wealth of Nations Adam Smith, 2019-07-17 First
published in 1776, The Wealth of Nations is considered the seminal work on political economy. Its
author, Adam Smith, formulated the basic but groundbreaking concept that the natural human
inclination toward self-interest results in prosperity. His passionate arguments in favor of free trade,
rather than stringent government regulations, posit that individuals are entitled to set and regulate
prices for their own goods and services. Smith's masterpiece of economic analysis was regarded as
revolutionary upon its initial publication, and it continues to exert an active influence on modern
politicians and economists. Rich in historical background and acute observations of the
eighteenth-century, the book is also an insightful work of political philosophy. Witty and highly
readable, it abounds in prescient theories that form the basis of today's capitalist system.
  adam smith wealth of nations 1776: The Wealth of Nations Adam Smith, 2019-03-04
Smith's enormous authority resides, in the end, in the same property that we discover in Marx: not
in any ideology, but in an effort to see to the bottom of things.
  adam smith wealth of nations 1776: An Inquiry Into the Nature and Causes of the
Wealth of Nations Adam Smith, 1998 This edition contains generous selections from all five
volumes of The Wealth of Nations, and places Smith's inquiry into its historical, intellectual, and
cultural context.
  adam smith wealth of nations 1776: The Wealth of Nations Adam Smith, 2009-04-27 The
Wealth of Nations : Books 1 - 3 written by legendary author Adam Smith is widely considered to be
one of the top 100 greatest books of all time. This great classic will surely attract a whole new
generation of readers. For many, The Wealth of Nations: Books 1 - 3 is required reading for various
courses and curriculums. And for others who simply enjoy reading timeless pieces of classic
literature, this gem by Adam Smith is highly recommended. Published by Classic House Books and
beautifully produced, The Wealth of Nations: Books 1 -3 would make an ideal gift and it should be a
part of everyone's personal library.
  adam smith wealth of nations 1776: The Wealth of Nations Adam Smith, 1982-03-25 The
classic economic treatise that insipired Thomas Piketty's Capital in the Twenty-First Century The
publication of The Wealth of Nations in 1776 coincided with America's Declaration of Independence,
and with this landmark treatise on political economy, Adam Smith paved the way for modern
capitalism, arguing that a truly free market - fired by competition yet guided as if by an 'invisible
hand' to ensure justice and equality - was the engine of a fair and productive society. Books I - III of
The Wealth of Nations examine the 'division of labour' as the key to economic growth, by ensuring
the interdependence of individuals within society. They also cover the origins of money and the
importance of wages, profit, rent and stocks, but the real sophistication of his analysis derives from
the fact that it encompasses a combination of ethics, philosophy and history to create a vast
panorama of society. This edition contains an analytical introduction offering an in-depth discussion
of Smith as an economist and social scientist, as well as a preface, further reading and explanatory
notes by Andrew Skinner. For more than seventy years, Penguin has been the leading publisher of
classic literature in the English-speaking world. With more than 1,700 titles, Penguin Classics
represents a global bookshelf of the best works throughout history and across genres and
disciplines. Readers trust the series to provide authoritative texts and notes by distinguished
scholars and contemporary authors, as well as up-to-date translations by award-winning translators.
  adam smith wealth of nations 1776: The Wealth of Nations Adam Smith,
2021-10-05T23:09:21Z The Wealth of Nations is economist Adam Smith’s magnum opus and the
foundational text of what today we call classical economics. Its publication ushered in a new era of



thinking and discussion about how economies function, a sea change away from the older,
increasingly-irrelevant mercantilist and physiocratic views of economics towards a new practical
application of economics for the birth of the industrial era. Its scope is vast, touching on concepts
like free markets, supply and demand, division of labor, war, and public debt. Its fundamental
message is that the wealth of a nation is measured not by the gold in the monarch’s treasury, but by
its national income, which in turn is produced by labor, land, and capital. Some ten years in the
writing, The Wealth of Nations is the product of almost two decades of notes, study, and discussion.
It was released to glowing praise, selling out its first print run in just six months and going through
five subsequent editions and countless reprintings in Smith’s lifetime. It began inspiring legislators
almost immediately and continued to do so well into the 1800s, and influenced thinkers ranging from
Alexander Hamilton to Karl Marx. Today, it is the second-most-cited book in the social sciences that
was published before 1950, and its legacy as a foundational text places it in the stratosphere of
civilization-changing books like Principia Mathematica and The Origin of Species. This book is part
of the Standard Ebooks project, which produces free public domain ebooks.
  adam smith wealth of nations 1776: The Wealth of Nations Adam Smith, 2010-08-30 THE
MOST INFLUENTIAL BOOK ON MODERN ECONOMICS The Wealth of Nations is an economics
book like no other. First published in 1776, Adam Smith's groundbreaking theories provide a recipe
for national prosperity that has not been bettered since. It assumes no prior knowledge of its
subject, and over 200 years on, still provides valuable lessons on the fundamentals of economics.
This keepsake edition is a selected abridgement of all five books, and includes an Introduction by
Tom Butler-Bowdon, drawing out lessons for the contemporary reader, a Foreword from Eamonn
Butler, Director of the Adam Smith Institute, and a Preface from Dr. Razeen Sally of the London
School of Economics.
  adam smith wealth of nations 1776: The Wealth of Nations Adam Smith, 2003-09-25
Smith's THE WEALTH OF NATIONS was the first comprehensive treatment of political economy.
Originally delivered in the form of lectures at Glasgow, the book's publication in 1776 co-incided
with America's Declaration of Independence. These volumes include Smith's assessment of the
mercantile system, his advocacy of the freedom of commerce and industry, and his famous prophecy
that America will be one of the foremost nations of the world.
  adam smith wealth of nations 1776: The Wealth of Nations Adam Smith, 2023-11-14 In The
Wealth of Nations, Adam Smith presents a groundbreaking examination of economic theory that laid
the foundation for modern capitalism. Written in 1776, this seminal work combines philosophical
discourse with empirical observation, employing a clear and accessible prose style that invites both
scholarly analysis and casual inquiry. Smith meticulously explores the division of labor, the function
of markets, and the invisible hand—ideas that have become cornerstones of economic thought. The
book's rich historical context during the Scottish Enlightenment reflects Smith's engagement with
the burgeoning ideas of individualism and free enterprise, making it a critical text for understanding
the evolution of economic systems. Adam Smith, often heralded as the father of economics, was
profoundly influenced by the intellectual milieu of his time, characterized by a pursuit of knowledge
that transcended traditional disciplines. His experiences as a moral philosopher and social
commentator are evident throughout the text, as he blends philosophical reflections with practical
economic analysis. Smith's broad educational background, including classical studies and moral
philosophy, provided him with the tools to critique mercantilism and advocate for the principles of
free trade and individual liberty. I wholeheartedly recommend The Wealth of Nations to readers
interested in economics, history, and philosophy. Its insights into market dynamics and human
behavior remain as relevant today as they were over two centuries ago, offering timeless wisdom for
both scholars and laypersons alike. Whether you seek to understand the roots of contemporary
economic policies or engage in philosophical inquiry, Smith's magnum opus is an indispensable
addition to your intellectual journey.
  adam smith wealth of nations 1776: An Inquiry into the Nature and Causes of the
Wealth of Nations Adam Smith, 2008-07-18 Adam Smith's The Wealth of Nations was recognized



as a landmark of human thought upon its publication in 1776. As the first scientific argument for the
principles of political economy, it is the point of departure for all subsequent economic thought.
Smith's theories of capital accumulation, growth, and secular change, among others, continue to be
influential in modern economics. This reprint of Edwin Cannan's definitive 1904 edition of The
Wealth of Nations includes Cannan's famous introduction, notes, and a full index, as well as a new
preface written especially for this edition by the distinguished economist George J. Stigler. Mr.
Stigler's preface will be of value for anyone wishing to see the contemporary relevance of Adam
Smith's thought.
  adam smith wealth of nations 1776: The Wealth Of Nations (Annotated) Adam Smith,
2019-12-29 Adam Smith's masterpiece, first published in 1776, is the foundation of modern
economic thought and remains the single most important account of the rise of, and the principles
behind, modern capitalism. Written in clear and incisive prose, The Wealth of Nations articulates the
concepts indispensable to an understanding of contemporary society.
  adam smith wealth of nations 1776: An Inquiry Into the Nature and Causes of the Wealth of
Nations [Complete, All Volumes] Adam Smith, 2017-07-28 An Inquiry into the Nature and Causes of
the Wealth of Nations, generally referred to by its shortened title The Wealth of Nations, is the
magnum opus of the Scottish economist and moral philosopher Adam Smith. First published in 1776,
the book offers one of the world's first collected descriptions of what builds nations' wealth, and is
today a fundamental work in classical economics. By reflecting upon the economics at the beginning
of the Industrial Revolution, the book touches upon such broad topics as the division of labour,
productivity, and free markets.
  adam smith wealth of nations 1776: Wealth of Nations Adam Smith, 2007-11-08
  adam smith wealth of nations 1776: The Wealth of Nations Adam Smith, 1981 Adam
Smith's masterpiece, first published in 1776, is the foundation of modern economic thought and
remains the single most important account of the rise of, and the principles behind, modern
capitalism. Written in clear and incisive prose, The Wealth of Nations articulates the concepts
indispensable to an understanding of contemporary society; and Robert Reich's new Introduction for
this edition both clarifies Smith's analyses and illuminates his overall relevance to the world in
which we live. As Reich writes, Smith's mind ranged over issues as fresh and topical today as they
were in the late eighteenth century--jobs, wages, politics, government, trade, education, business,
and ethics.From the Trade Paperback edition.
  adam smith wealth of nations 1776: The Wealth of Nations Adam Smith, 2013-12 It is in
Books IV and V of The Wealth of Nations that Adam Smith offers his considered response to the
French Physiocrats, perhaps the first great school of economic theorists, and assesses the nature of
the mercantile system, particularly the colonial relationship with America, whose achievements
could have been even more spectacular if conditions of free trade and economic union had existed.
Even on the eve of the Declaration of Independence, Smith famously predicted that America will be
one of the foremost nations of the world. It is also here that he develops the case for a limited state
role in economic planning, notably to combat market failure and induce efficiency in areas such as
education, public works, justice, and defense. His pioneering analysis still provides many subtle and
penetrating insights into one of today's most vital and controversial policy debates.
  adam smith wealth of nations 1776: An Inquiry Into the Nature and Causes of the
Wealth of Nations (Annotated) Adam Smith, 2019-12-31 Differentiated book- It has a historical
context with research of the timeThe natural price occupies a central place in the understanding of
Adam Smith's theory of value. This theory is a fundamental element for the analysis of the
commercial society carried out by this author. A society based on exchanges of surplus production
requires the existence of a common language and an equivalence between the objects to be
exchanged. All members of this society live off the exchange and, to this extent, all are considered
merchants. Each of them lives the experience of exchange, the experience of value. This experience
goes through the nominal prices expressed in monetary terms. However, these prices, due to their
contingent nature, cannot be the object of a dynamic study aimed at founding a theory of economic



growth. Consequently, Smith uses real prices, prices in terms of working time. This price refers to a
universal unit of measurement that allows apprehension of the magnitude of the value. It expresses
a commanded work or the penalties and fatigue saved to the one who buys the
merchandise.Accordingly, Smith analyzes market prices and natural prices in real terms. The market
price is a momentary price, the result of the confrontation between effective supply and demand,
while the natural price is a price that allows the reproduction of the economic system. And it is
precisely in the relationship that exists between these two prices, that is, in the theory of gravitation,
where the natural price acquires all its relevance:
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