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A Word About Historical 
Cycles 



Simon Norfolk 

On Monday, September 17, 2007, 
photographer Simon Norfolk presented 
an exhibition of border art at the Chicago 
Museum of Contemporary Photography. 
Norfolk was born in Lagos, Nigeria in 1963 
and received degrees in Philosophy and 
Sociology at Oxford and Bristol 
Universities. His work has examined war 
zones and conflict areas. 
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Thomas'Cole,'�Destruc.on,��The$Course$of$Empire'(1836)'
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Thomas'Cole,'�Desola.on,��The$Course$of$Empire'(1836)'

“Tis but the same rehearsal of the past. 
First freedom and then Glory – when that fails, 

Wealth, vice, corruption – barbarism at last. 
And History, with all her volumes vast, 

Hath but one page...” 
—Cole’s quote from Lord Byron 



The Age of Reason and the 
Global Economy 



Enlightenment Era 
The Enlightenment began around the mid-17th Century and stretched 
into the late 18th century, laying the groundwork for the Modern Era. 
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Medieval Political Philosophy 



Medieval Political Philosophy 

•  Monarchy: Absolute 
power by divine right 

•  Religion: Church 
centered society 

•  Natural Law: 
Hierarchy ordered by 
God’s will.  
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Political Implications 
FRANCE 

•  Sovereign: King or 
queen   

•  1st Estate: Higher and 
lower clergy 

•  2nd Estate: Nobility of 
the sword (military) 
and of the robe 
(magisterial clsas) 

•  3rd Estate: Urban 
(bourgeoisie) and 
rural (peasants) 



The Era of Mercantilism 
Economic Wealth and State Power 



Mercantilism 
•  A term generally 

applied to state 
intervention in an 
attempt to manipulate 
market outcomes, 
typically out of some 
realist or nationalist 
interest. 



Early Mercantilist Powers 
•  Spain was the dominant 

power in Europe from 
the 14th through the early 
17th centuries. 

•  France rose to displace 
Spain as the dominant 
power by late 17th cent. 

•  Britain established its 
dominance during the 
late 18th century.   
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Classical Mercantilism 
•  Driven by economic 

nationalism, competing 
states restricted exports 
and imports in an 
attempt to generate 
trade surpluses to 
enhance state wealth 
and power, and protect 
domestic constituencies. 
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Classical Mercantilism 



Protectionism 
Mercantilism relies on 
“protectionist” policies 
that seek to guard 
national economic 
interests (e.g. 
producers) against 
outside competition. 

•  Tax laws (e.g., tariffs or 
duties on imported goods) 

•  Regulatory laws (e.g. public 
health laws, environmental 
protections) 

•  Quota laws (limits on 
quantities of certain imported 
goods) 

•  Anti-dumping laws (laws 
prohibiting selling below 
production cost) 

•  Subsidies (e.g., Government-
supported monopolies) 



Motivations for Protectionism 
A. National security 

concerns 
B.  Implications for 

vulnerable 
domestic producers 

C. Protection of 
national customs 
and traditions 



Enlightenment Political Philosophy 
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Enlightened Political Philosophy 
Alongside the Scientific Revolution, Enlightenment thinkers brought 
forth new ideas that challenged traditional institutions and thinking. 
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Enlightenment Political Philosophy 



Adam Smith, Book I, Chapter 2 
•  “The difference of natural 

talents in different men is, 
in reality, much less than 
we are aware of… The 
difference between the 
most dissimilar of 
characters, between a 
philosopher and a 
common street porter, 
seems to arise not so 
much from nature, as from 
habit, custom, and 
education.”   

“Among'men…'the'most'dissimilar'

geniuses'are'of'use'to'one'another”'



Adam Smith, Book I, Chapter 2 

•  Market exchange among 
humans is the result of self 
interest, not benevolence 
or wisdom.  

•  “the propensity to truck, 
barter, and exchange one 
thing for another… is 
common to all men, and to 
be found in no other race 
of animals.”  



Specializa.on:'Tribal'Socie.es'



Specialization 
•  Specialization results 

partly from uneven 
distribution of 
resources & attributes 

•  Specialization saves 
time and enhances 
overall gains from 
exchange (gains from 
trade) 

“The woollen coat, for example, which 
covers the day-labourer, as coarse and 
rough as it may appear, is the produce of 
the joint labour of a great multitude of 
workmen. How many merchants and 
carriers, besides, must have been 
employed in transporting the materials 
from some of those workmen to others 
who often live in a very distant part of the 
country!”  —ADAM SMITH 



Factors of Production 
! A producer’s area of 

specialization depends on 
the particular set of 
endowments that they 
have.  

! Natural factor endowments 
are the amount of land, 
labor, or capital within an 
economy.  

!  In addition, there may be 
other determinants of 
economic advantage ((e.g., 
technology, education)). 



Gains from Trade 
A producer will experience the greatest gain by 
focusing on those factors and areas of production 
that yield the highest return. 



Adam Smith, Book I, Chapter 2 

Smith’s Objective: 
Encourage the United 
Kingdom to specialize and 
abandon mercantilist 
protections in favor of freer 
trade relations that would 
best increase gains from 
trade and overall national 
wealth (i.e., the Wealth of 
Nations).  



Absolute Advantage 
If a producer is superior in a given area of production, 
domestic production is the best course of action. Below, each 
country has an obvious area of advantage in production. 

Country United Kingdom United States 

Workers available 
 

200 200 

Wheat bushels per worker 100 200 

Tons of iron per worker 250 150 

Total wheat production 20,000 40,000 

Total iron production 50,000 30,000 



Specialization & Gains from Trade 

David Ricardo expanded 
on Smith’s ideas, 
emphasizing that the 
greatest gains from trade 
are found when a country 
pursues its area of 
comparative advantage. 

David'Ricardo'



Leveraging Your Best Advantage 

Classic sexist example: 
If a lawyer can type 
faster than his 
secretary, should he 
do his own typing? 
Why or why not? 

James'Spader'&'Maggie'Gyllenhaal'develop'a'close'working'

rela.onship'in'�The'Secretary.�'In'the'end,'a'lawyer'can'maximize'the'

benefits'to'his'firm'if'he'exercises'his'or'her'most'lucra.ve'talents.'

Specializa.on'makes'sense'when'each'contributor'has'

a'unique'ability,'but'what'happens'if'a'person'has'

mul.ple'skills?''



Comparative Advantage 
When a producer is superior to others in multiple areas of 
production, the area of comparative advantage is the one that 
offers the best return. Below, the U.K. is better at producing both 
wheat and iron, but should focus on iron for a greater return.  

Country United Kingdom United States 

Workers available 
 

200 200 

Wheat bushels per worker 150 100 

Tons of iron per worker 250 150 

Total wheat capacity 30,000 20,000 

Total iron capacity 50,000 30,000 



Policy Implications 



Liberalizing Governance & Trade 
•  Charter of Liberties 

(1100) 
•  Magna Carta (1215) 
•  Corn Laws 

(1815-1846) 
•  Navigation Acts 

(1651-1849) 
•  Cobden Chevalier 

Treaty (1860) 



The Industrial Revolution 

•  The 18th and 19th 
centuries brought 
technological 
innovations in energy 
(coal to steam), 
production (machinery), 
transportation 
(railroads), and 
communications. 

The invention (or perfection) of the 
steam engine by Thomas 
Newcomen (1712) made it possible 
to harness the power of combustion 
to increase productivity and speed 
up the transportation of goods in the 
economy. 

Technological$Change$and$Industrial$Restructuring$



The Hazzards of Specialization 
! National security 

concerns 
! Implications for 

vulnerable 
domestic 
producers 

! Erosion of 
national customs 
and traditions 

The Dukes of Hazzard bought only  
American-made products, preferring 
protectionism over gains from trade. 



A. National Security Concerns 

! Losing complete 
self-sufficiency in 
the production of 
weapons or food 
(e.g., rice) may 
present a national 
security concern. 



B. Domestic Effects of Trade 

When a country 
does not have a 
comparative 
advantage in a 
given factor, 
imports of that good 
tend to lower 
domestic prices of 
that good. 

The'StoplerTSamuelson'Theorem'posits'

that'trade'lowers'the'price'of'a'scarce'

factor'of'produc.on'(e.g.,'labor),'while'

protec.on'raises'its'price.''



C. Loss of Traditional Way of Life 
! Work is not just about 

making money, it is a 
way of life and a part 
of our identity.  

! Losing a job and losing 
an industry can 
destroy people’s way 
of life, and sense of 
self.  



Example: Costs of Adjustment 
! When an economy 

loses competitiveness 
in a given economic 
sector, the process of 
economic adjustment 
to a new area of 
comparative 
advantage can be 
painful. 



Thank You 


