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On the Smithian origins of "new" trade and growth theories 

Aykut Kibritçioglu
University of Illinois at Urbana−Champaign and Ankara University

Abstract

Adam Smith is generally ignored as a trade theorist in textbooks and surveys because of the
common belief that he only confirmed the rule of absolute advantages to explain structure of
foreign trade. On the other hand, many textbooks and surveys on growth theories simply
overlook Smith's significant contributions to growth theory. However, his vent−for−surplus
approach may be interpreted as a pioneering study which stresses the importance of
economies−of−scale in explaining the structure of trade. Furthermore, in Smith (1776), both
learning by doing and economies−of−scale are crucial to explain long−run growth. This short
paper addresses to the undeniable influence of Smith's concepts such as "extent of the
market", "division of labor", "improved dexterity in every particular workman" and "simple
inventions coming from workman" on both recent trade and growth models. The note mainly
is based on a schematic outline of Smith's ideas on the nature and causes of the wealth of
nations.
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economies- 
of-scale 

(or increasing 
returns to 

scale) 
& imperfect 
competition�

Adam Smith (1776) 

research & 
development 

Young (1928) & 
Ohlin (1933)�

New Trade Theories New Growth Theory�

learning-by-doing�

Schumpeter�

non-economic factors 
(institutional factors)�

human capital 
(Mill, Marshall, Becker, etc.)�

Arrow (1962)�
infrastructure 
investments 

industrial 
organization 

literature 
(Scherer/Kamin, 

Schwartz)�

evolutionary 
economics 

(Nelson, Winter, 
etc.)�

neoclassical 
growth 
theory 
(Solow, 

Swan, etc.)�

flexible specialization 
(Piore & Sabel, 1984) 

& economies-of-scope 

technological 
externalities 

(spillover effects) 

intra-industry-trade 
literature 

(Grubel, Lloyd, etc.) 

strategic-trade-policy 
literature 

(Krugman, Brander, Spencer, 
etc.) 

growth-
stimulating 
effects of 

foreign trade 
(Rivera-Batiz, 

Romer, Devereux, 
Lapham, etc.) 

endogenity of 
technological change 
(Romer, Lucas, Barro, etc.) 

exogenity of   
technological change 

(Jones, Manueli, Rebelo, etc.) 
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