
WORKING PAPER 

Centre for ~ w d o ~ r n s n t  Studies 
Ulfoot, Tilv8ndnrm 695011 

(India) 





"Ihose p a r t s  of edvce5ion, it is t o  be 
observed, f o r  t h e  t each ing  of .: h i ch  
t h e r e  a r e  no pr.l.blic i z s - t i l ~ t i o n s ,  a r e  
g e n e r a l l y  t he  b e s t  taught."  

-- %be .:!ealth of Nations 

I n  r e cen t  t imes  economists heve i d e n t i f i e d  educat ion as s majo r ,  

f ac to r  con"uibuting t o  economic development , a d  g r o ~ t h .  I n  h i s  p.ionesr- 

ing  study o n  investment i n  hcman ca?i ' tel,  Tke.odore S@:-ltz has c r ed i t ed  

. - h a m  ~m'i%h v i t h  the genesis of t h i n  conbelt.' Adam Ornith t r e a t e d  t'le 

acquired em5 u s e f ~ l  5t:ili-kie's o f  *,ke members of soo i e ty  a s  one categoyy 

of f ixes  c a ~ i t a l .  iiccording to  him l l - k ~  acq.uis i t ion of such t a l e n t s ,  

by the maiatenance o.f t b e  a c q ~ i r e r  ci-.'ing h i s  educat ion,  studjr o r  

6pprenfic.rhipl al;fays co s t s  a reel ex?ense, .rhi& i s  c a p i t e l  f i xed  
C 

and rea l i sed ,  5 s  it were, i n  h i s  j e r aonewL Be cornlared t h e  i q r o v e d  

.dexter i ty  of z -,ror!rmn.:> t o  "c.. .,;cc.:ii-~e o r  i n s t m e n t  of t r a d e  -hich 

feci l i ta tecr  8od abr idges-  l.ahour, cr:d which thot.gh it costs  a% r e a l  

expense, repays t h a t  exi>ense .:-i-th a. prof it. n3 !These sncc inc t  obser- 

vations of Smith in Book II of %ha ' .reolth of Nations,  on human e l i l imLies '  

1 Te:i.Schul-ta, '1nves-i;ment i n  Hrmm Capital ' , i n  h.Blaug (ed. ) 
Economics.-0.f E d ~ c a t i o n ,  Vol. I, 2.1 5: See e l s o ;  F r ede r i c  Harbison 
and Chezles A. Myers, Z d u c ~ ~ l n & ~ a n p o ~ ~ r e r  -----.....---.----.---? and Economic Growth 
Oxford & IijR P u d i s h i n g  Conpny,  1964, 2.3. 

2. Adam Snitin, The. :' e a l t h  of IT6 t iom, (Ev~lymnls.  Librwy M i t i o n )  
Vol.1, p e 2 4 7 m  



acquired through education which e n t a i l  cer fe  i n  r e a l  'cost and 

which f a c i l i t a t e  labour,  would appear t o  contain i n  an embryonic 

form all +he e s s e n t i a l  dimenrrions of 5% concegt of humen c a p i t a l  

ee d e v e l o p d  by ~heodore  S c h t i l t ~  and dfhers. Ho~ever ,  when he 

comes t o  2ee l  % i t h  edccetion, vhick i s  the operst  ione l  part of 

hman cap i%s l  f a m a t i o h ,  i n  Eook V of the  Yealth of Netiona, Smith 

s t r i k e s  a 8if f e r e n t  note. ~ m i b h  ls $renouncements on several   aspect.^ 

of education, such as the i n s t i t u t i o n a l  ~rrsngemenfs,  f i n a w i a l  

?rooision, the r o l e  of the  sovereign or s t a t e ,  t he  scope an5 cover- 

of education f o r  the common people e tc .  i n  t h i s  l a t t e r  p a r t  of h i s  

w n w h  OPUS do not  seem to  var rant  t h e  p u o e p t i r e  i m i g h t s  and ori.  

g i n a l i t y  genera l ly  a t t r i b u t e d  to  him. 

1 . Lnst i t t t i o n a l  2rame~ork 

In  h~cm Smith1 s conception, edricction was another industry. 

Under 5% i dea l  arrengement, there  i s  ccnsumer sovereignty: consu- 

mers a r e  f r e e  t o  choose any ~ r o d u c t ,  -:he scholars  a r e  f r e e  t o  chooa 

t h e i r  m s t e r s  on t h e  basis  02 t h e i r  r c sv t s t ion  f o r  scholarship an? 

biligonce. The indus t ry  would dc bes+; under conditions of f r e e  

competition. Only those t e ~ x h e r s  vto are a b l e  t o  a t t r a c t  a suffi- 

c ien t  number o:? students t o  them c6n survive i n  the  profession. 

This s i  tcqbion s t imulates  competition mong t h e  ma t e r a  iho "are 

a l l  endeavooring t o  j u s t l e  one mother  out of emplopant fins7 



oblige eve& one t o  execute h ie  -#or8 ::ith a c e r t a i n  degree of 
4 

exactness . 
P i m  nc i n s  Edc p-tji_o_n 2. . 

. ' '  The basis  of t h i s  cornjetition' is tat t h e  teacher is supported 

vi th  ' the f r e b  or''"honorary" crhiciz fhe scholar  pays, Under the 

.ideal system. envisaged by Adam Sni th , ,  education i s  aelf-finanaing.. 

i n s t i t u t i o n s  f o r  the  ed i c e t i o s  o f  the yrluth may . . , . . . . . 
furnish a revenue sufficient fhr  befray ing  t h e i r  own ex2emq.n5 

He-e, the studqzifs have t o  t; ear  the exs i r e  cost of their eduwtion;  

ef. the  feechars snd meet the  o lkar  costs  of e d t c ~ t i o n  sf;all 'have i t s  

3. '.Role of t a e  S t a t e  

In Ireezing with h i s  general pL i .4 i ce l  ~ h i l o s o g h y ,  viz., 

thct government r. as best  &ich goye'xped l e a s t ,  Adorn Smith w o ~ l d  

l i m i t  Sta-q,e 2 s r t ~  cipat ion i n  *he eiic czfi  on of youth to. the irredu- 

cible mihimm. The model ~k ic l - .  Smi841 q-ho lds  before us with a sense 

of nostalgia i s  the eCucetiono1 sys ',am i n  rnc ient  Greece and Borne 
t h e  

:&re the  scizobls ..+ere not. supported 17L2:tblic. "In tae  ear ly  ages 

both of tbe Greek axid liom,n repc'z Lit;;, ike  other  g a r t s  of  e d ~ c a t i o n  

bes ides  ,niilosophy7seem t o  have c~ns io&od  i n  learning -i;o read, - 
. . write, and accaunt according t o  b:ie' eri thmetic  of tile times. . ..-. 





-reises sorneqyrite relevant  q ~ e a t i o n s :  %ave f t o s e  p b l i c  endow- 
, . 

meits .contribtzted i n  general t o  promo-be the. end of t k e i r  i n s t i t u -  

.. . 
%ion?' Beve they ccntributed t o  enccn.sge the di l igence  and' t o  

improve the a b i l i t i e s  of the  tecchera? Have they d i rec ted  t h e  

bourse o f  educe-!iicn t o ~ m r d s  oh j ec t s  aoso usefu l ,  both to  &e Indi- 

vidml and t'ne public ,  than t'aos e  t o  w"2ich if would n a t u r a l l y  have. 

gone of i t s  o m  o c c ~ r d ? ~ ~  Smith 1s stls..iers t o  these pcos.tions' a r e  

cslmgwioklly i n  t h e  negative. 

Smith's main c r i t i c i sm agains t  - k e  educstionnl i n s t i t u t i o n s  

supported by. p b l i c  enclowments i s  .Zh~k the sys tern adversely &f e c t  s 5f e 

.incentive8 of teachcz s. ttThu endoimects of schools and col'i&es 

b v a  necoarrorily dbhished more o r  loss the necess i ty  of appl ica t ion  

i n  the ",eahers. 'I'hkir subsistence, eo f a r  as it a r i s e s  from t h e i r  
. .  

salaries, is e v i d e ~ t l y  cierivud from a iand a l toge the r  imiegendent 

of their s;-ccess .and reputat ion i n  -bhoir p a r t i c u l a r  profecsions." 10 

The image o f  t h e  ~ r o l " o 8 s o ~ s  a d  t u t o r s  i n  t h o  Znivers i t ies  which 

Adam Stnit.:: . . 2ain ts .  i th '  such f l o u r i s h  :ad metic%lous care f o r  ' d e t a i l s  

turns out Lo b e  one -?hich, thoi;.gh vary i n t e re s t ing ,  is  f a r  from con- 

plimenfary "u t h e  members of the pro2ession. Adam Sni th  argues t h a t  

:)hen the Beccher i s  prohibited from receiving any f ee  from t h e  

st~lCents and h i s  s s ' l ~ r y  c o n s t i t ~ t e s  %lie 7mofce source of income, 
, . 

his in te res t  i s  s e t  d i ' rec t ly  i n  o ; ~ c s i t i o n  to. h i s  duty. "It i s  

%he i n t e r e s t  of every man Co l i v e  as much a t  his ease a s  he  can; 

and i f  his 'emolumunts ai e. t o  be prec ice ly  t h e  same, *ether he 

does o r  does not  perf o m  some very k5or ious '  duty, it is  c e r t a i n l y  

nis, in te res t ,  a t l e a s t  ~s i n t e r e s t  i a  vuIgerly understood, 'ei%her 



t o  neglec t  it a l together ,  o r  i f  he i s  eubject  t o  some evbhority 
. . 

which w i l l  nct s u f f e r  him' t o  do t h i s ,  -i;o perf > r m  it i n  as caxeless 

and sIbronly at manner a s  that aut3ori-Ly w i l l  A ~ a m  Smith 

gives a, f+,scina.ting account o f  t53 g r e a t  ingentiity shown by-the 
, 

University feat'hers i n  avsding i t e i r  Cuties. The teacher stopps 

a ~ ~ y : . l o + o l t - - c o l l u s i ~ n  tr, make P; cmmcn cause, t o  be indtllgent t o  one 

another 's  neglect,  otsequious ness t o  +he will :of h i s  s u p r i o r e  and 

o the r  expodients. 12 

Adan Srcith i s  uqusl ly  unaperine c.n t he  Cnivars i t ies  of his 
. . 

t ine .  ~ c c o r d i n g  t o  bin, them xas l i b - 5 1  o Laaching i n  the ' Jniversi t id  

"In t h e  Zniversi-Ly .>f O x f o r d ,  t h ~  gree ter  part of  the public pofessol 

buer f o r  these mny yeers, ::.ivcn tr; r.li;.ogelhor even tho p o t e n c e  of 

teaching. Y '  hireover ,  wSet li t t l e  ?as being t aught  was obsolmte - * 

and irrt:l&vs.nt. Ee romnrks the* n X i o  i ~ r o v e m e n t s  vhich, i n  modern 

times, have keen nade i n  sevc-al Iffc-zerit  branches of yhiloso2hy had 

not ,  the c rea ie r  g d r t  of %hem, been 65de i n  T'li.vezsitiea, tho& some 

no docot ks-re. ;:.e  rea at or p r t  of h i v c r s i t i e s  havo not, even beep 

vory f or;e.;s.C ,L;-. ZZC)T% f::o!;o i l ~  , x i r ~ . ? e c t $  ef t o r  -L?.ey kpere# mde; cad 

sevozal of ikose l e s r ~ e d  s o c i e t i e s  Lave C?.CSC~ to ?emaiP, f o r  e long 

t ime, the  sanc tuar ies  i n  w? i ch  eq loCe8  sys terns and ebrrolote :,re ju.di4 

11. - Ibid.  p.246 

Smith's d i s c r i 2 t i c n  of t2ese ex;cdit;nts one cannot r e s i s t .  t h e  
tom?tr.tion t c  repr;dice i n  f511:"3cvcral Cciffcront expe3isnts, 
ho-.!over, may i.e Stsllen upon '.hick . . i l l  ..off e c h a l l y  bltrnt tho 
odga 09 a l l  %hose incit;emunts to  6iligezxe. f50 ..tiachel', insteod 
of h i s  explaining t o  h i s  pup i l  himself tho science i n  vhich ho 
;Iroposoa t o  i n s t r u c t  them may m a d  some bc~ok upoa it; and i f  
book is wri t t en  i n  G foreign and dasd language, by 
it t o  tihem i n  t h e i r  o m ;  o r  -hat -:ould give him st i l l  less 
by msxing them i n t e r p r e t  it t o  fiin, sad by now end then ntdikhg 
oc:assional remark upon it, ho mcy f l a d t e r  himself . that  he ,,ic 
g i v i n g ' s  lec ture .  The s l ightesi ;  degree o f  knowledge snd 
w i l l  enable him t o  do -31ia wikhcui; ex?osing himsel.2 to 
o r  d e r i s i o n  o~ saying ax@.hing t h s t  is r e a l l y  foolish, ,  



found s h e l t e r  and pro tec t ion  s f t o r  thoy he.d been hunted out  of 

every other oorner* of -the world. I n  p n e r s l ,  tho  r i c h e s t  and best 

endowed U n i v e r s i t i a ~  hive bean the  s l o m s t  i n  adopting these 

improvoman~s, a& t ho  most averso t o  ;?emit  any conaiderczlle 

14 
change i n  the  es tnkl i shed  plan of o d ~ c a t i o n . ~  L a  a conaec_uence 

: t h e  Univo;:sitfes had no funct ional  use, by way of diaaemimting 

u r e f u l  and re l evan t  knoule6ge; the  ~ u e s  t i o n  of  extending tho  

f r o n t i e r  02 knowledge 3y t h e  ihivo;.si%ies d i d  no-t w i s e  -hen they 

weme even s l o x  t o  adopt improvements already made elsevhere.' 

Tme, they a t t r a c t e d  i n t o  t k e i r  f o l d  gentlemen and men of for tune 

of tkaQe &qp. t-? Smith's s c r c s s t i c  o .~sorve t icn  is t&.t "no 

b e t t e r  hctbcd, i t  aeoms, could b. i&llen upon of s p n d i n g ,  with 

any edveli'isge, t h e  long in-ixrval b o t  een ini%ncjr en6 thnt."poriod 

of' l i f e ' a t  .:hi& men begin to agply i n  good enrneet to' th'^e'real 

.b-~sinese of the  -lorld, the business which i n  t o  employ them dxring 

the r eme.ind&r of SJho ir days. It 1 5  

5. -.-... Edirca-Zion of the  Common Peopl? 

Llthougiz Adam Bxitk slier,-ic t o  government in te rvent  ion i n  
\ 

t ho  o d u c ~ t i o n e l  system, he recog~liaod t k c i  the s t - tent ion o f  govern- 

ment :was neceaaery c a  f a r  as educ:tion of thct common people .::as 

concerned. ';.he caee f o r  publ ic  ~ t t e s L i o n  i n  t h e  edvca?.ion of the  

masses ree ted  on a num't--or of poin ts .  Gn the  one h m l ,  ?:it& K?e 

progress of Zivision o f  lebour,, the cur-loymert of the f a r  grostor  

p a r t  of L k a e  who l i v e  by I s b o w  corns t o  t e  confined t o  cr very 



.f.?r . . s i q l e  opera t iom -*which lead8 to  s Hogreas i re  degmmrstion 

o f  the  n6n.baJ f s o a l f i e s  of t'ae g r e e t  body d f  . t h e  peo2le. "The 

.m&n .whose ?hole l i f e  i s  s p n t  oh pe:?f arming a f ev s i q l e  .oper& \ .  i o x j  

of rh ich  tko o f f  ec%s ere prhape always the aeme o r  very nearly 

t h e  seine, has no occasion t o  assert i=ia'unCersfending o r  t o  

exercise h i s  invent ion ' lh  f inding . ~ r r f  expedienfe f o r  reaiovihg' 

d i f  f iculOies v5i& never occur . He cs'krally loses,  iheref ore, 

the  habi t  of n c h  exertion, snd gonoral ly  becomes a s .  stu2id sad ignf 
a 

ran* as it i o  poss ib le  fcr/liuman - cree-hro t o  become... . ... But i n  

eve y i e z o v e d  an< c i v i l i s e d  sac ie ty  &&is is a e  s t a t e  i n t o  uhioh 

the  l abo- l rhg  poor, t k f ~ t  i s ,  t h e  g r e a t  body of the 2eople must 
, 

Oi the oJ,ker hand, d i k e  'thu paople of some ranis a d  fo.rtune- -$tr. 

 re fipo .:.-im B ~ C .  ~ e & n s  to 8cqui::~- ,,- icient educct ion before they 

en te r  TOE G e i r  mrmal :>rofession, %te common ;isogle have lit* l e  

time f o r  odccz.tion. 'iTi;.rjir prea-bs cO. -  p ~ . ~  scerco afford t o  msin%sin 
. , 

them etfei: i n  i n f ~ a c y . "  korac.vor, .3::.cl socfety stooi t o  ~ ~ i n  from 

inpart ing ol-ir~i:nt~.r~ aducstion .to in fe r io r  re&s of  zeogla. 

"ThoWS ,:!c ::Asto wc.s -:;o r'.criva uo aC:mn-h,p f 29.. +k.e instruo5.. 

of the  in i t i r ior  zanks of jsoo?lq, it . . c u . M  s B i l l  dosorve its 

e-btention %h&t t h e y  s h o d d  n a t  be al-kgether -minsiructed*.. ..Ths 

more they a r e  ins t ruc tad ' the  l e s s  liable they a r e  t o  tho de lus ioo  

of tmthusiasm and sltpers tit ion,' w;l ich, amcrg ignorant oat ion^ 



frequently occasion the  most d r e ~ d f u l  disorders.  Im ins t ruc ted  

i n t e l l i g e n t  p o p 1  e, be8 ides ,  a r e  a l k y s  more decent and orderly thsn 

en ignorant  and .stui>id one. They f e e l  themselves, each individual ly,  
- 

more respec.table ?ad more l i k e l y  to obta in  the  respec t  of t h e i r  lay- 

f u l  super iors ,  end they  a r e  therefore  more Eiepoeed t o  reupect t h e i r  

super iors+  13oy &re more disposed to  examine, and more capable 

o f  see ing  Ykough, t h e  in t e ros tgd  c o ~ ~ l a i n t r  of f a c t i o n  and sedition,.  

and they ara upon t h a t  account, l e s s  a g t  t o  be misled i n t o  say wanton 
i 

o r  unnec'ossary opposition t o  t h e  messzres o f  gorer iment .~  
18 

Smiffi has a l s o  indicated the scope of education f o r  the common 

people, hli& in the  case of 2eople of  some rank and fdr tune,  the  

recipe f o r  -;he common people cons is t s  of the three R s s ,  what Smith 

c a l l s  lltha ossentir.1 p a r t s  of e d ~ s t i o n . ~ ~ ' ~  He proceeds t o  s p l l  
l 

out how t L i s  can be organised. V o r  e very small expenee the r u b l i c  

can f a c i l i t s t e ,  can eilcomage, and ce.n even impose almost -the -?hole 

%ody of the ieople t h e  necess i ty  of e c ~ u i r i n g  those most e s sen t i a l  

p a r t s  of edacat ion.. . . .The publi  c can f a c i l i t a t e  t h i s  acquis i t ion  

by esta 'ol i rs i i i r~ i n  every par i sh  oz d i s t r i c t  a lit-. ..Te schooll where 

chi ldren inny be taught , f o r  a revard so moderate t h a t  even e common 
. * 

labourer  may af ford  it. $0 ' 



Po .sum up, adan  Smith conceived cf an educat ional  system under 

whi~b the buyers and s e l l e r s  of .At:cetion dee.lt  d i r e c t l y  with each 

oth0.r 'without s t d t e  i n t ~ r v o n t i o n .  ;n h i s  i doa l  system, t h e  mesters 

~ o u l d  suzgor t  themse.lvee on t h e  f e o  which th:, sccholcrrs paid,  

Observely,.  only  those  who' oddid a f f o r d  t o  bear t k e  cos t  of e d u c ~ t i o d  

were. p t i t l o d  t c  i f s  bonef it. Hozrevez, f o r  the  common people, Smith 

envissged oet+,ing =is .of  small s c h ~ o l s  cnder t h e  aeg i s  of puo l ic  ,8u4 . 
r i t i e s  vhere %be o s s s a t i a l s  of educc.-i;ion -- r e a d i ~ e ,  wr i t i ng  end 

a r i t h m e t i c  -- vould be i m p r t e d .  

,The -$oregoing revibw leada us -to %he conclusion t h a t  t h o  concd 

of edaiastion u n t e r l y i n ~ i  Adan S m i t j l s  sc tone  f o r  t he  f % d ~ c a t i o n  o f  

Pou$hm as t+clleC ou t  i n  Hook Ti 02 t l l c  +LL€I of B ~ t i o n s  i s  ra&ica l l$  

d i f f e r e n t  f x r i i  the cnnce:?t inhersnP i n  h-n c e p i t e l  format ion 

i m p l i c i t  in.tSe terse ct?sortlai,iona on "the P i v i s i o n  of Stock." i n  
. .  . 

Look I;; ic' 5 s  E C ~  t z e  of t t i n g s ,  i n3 t i t i : t i oml i aed  ed:.cation b e  

f a r .  l o s s  dyncmiy role .  T k r ;  Pox sEt. m s t  brdy of t 3 c  common 'peopq 

ed;4cstio:; ir in?.r1 : . t . r F  ?.a i.;::,::..: .Ihcr.: 3:-Cerly, ? ~ c c e f u l  ~d law- 

c b i d i n g  c i t i z e n s .  Sven i n  tha ca;e of t he  ; . i iqor i ty  born ; i t h  mnk 

and f o r t m e  . . hfko c?n efforci t& sezvbces of 5et;ter te:;chsis, %frore i q  - - 

no i n d i c r i t i c . ~ ,  e i i b o r  ex;:lic i f  o r  i i ! :?l ici t ,  of t h e i r  educeation f rue4 

f y i n g  i n  x se fu l  aki l  i t i e s .  AS Bo%.an observes,  SmiLi was concerned 

with  educa--.im f o r  the ' x t t o rmen t  of man and n o t  f o r '  t h h  c r e a t i o n  
, 

of humm r ~ s o i l r c e s .  " Z.3: scggast ion *.hat Smith ~ n t i a i p t e d  A.:l.e 

- 

21 . ti.; . Xc . m r n ,  ' Eunen Inves-tment' Bevolu.ti on i n  Economic %ought.', - s c o n o n i s  o f  Z d a a t i s ,  Vol.1, o-,..cit., ~ ~ . 1 0 3 - 1 0 4 e  

See c l eo ,  t:,;tdolph C.Llit,z, "ECi-;c~.tLon, t he  Kturc. of  Kan, 
and tho 2 i v i s i o n  of Lcl.'socrl, sciri,::s i n  t h e  Economics. of Edu- 
c a t i o n  W E S C C ,  Tar i s ,  19'[1, 3.39. -' 



the ~ecen- t  Cevelops i n  t h e  realm of investments i n  human c a p i t a l  

seems t o  be an5.i-,her example of %he ;b,or?iioncy on t h e  part of  some 
J 

economists t o  view t h e  author of t h e  'realth of Na-hions a s  both 

the  Llam an6 the Smith of economic science. 

Hvw&ccmosvell-founded Smith's observations on the periorrmnce 

of the  udmst ional  i n s t i t u t i o n s  o f  h i s  time supported with gcbl ic  

endowments might have been, t h o  pol icy  conolcsione he has drarn 

a r e  u n - a r r m t e d  and unecca~table .  h educhtionel system -.hi& i s  

self-f  inancing, non-inst i tut ional ised and non-formal, as conceived 

by Lim, may Lave su i t ed  the needs &;=d value sys t em of  ancient  

Greeoe aud iome) but it i s  no t  only unequal t o  tine recuirements of 

a modein society;  but i s  a l so  h i g l . l y  ineqci table .  
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