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A Study of Adam Smith’s Views on Public Education and
Human Capital Formation

Koji UTSUNOMIY A, Hiroshi TAJIKA*

*Faculty of Regional Management, Sanyo Gakuen University

Abstract

Despite being generally in favor of the system of free-market, capitalist production, Smith acknowledges
the downsides, and thinks that the situation of the working classes can and should be improved further. “In
every improved and civilized society,” he argues, “this is the state into which the laboring poor .. must
necessarily fall, unless government takes some pains to prevent it.” To stop people being totally sucked in
to the mind-numbing factory system, in his view, the state needs to step in, providing “public diversions”
for the poor including “painting, poetry, music, dancing”, to educate those whose lives would otherwise
be devoid of intellectual stimulation. Smith also wanted England to adopt the “little schools” movement
to spread literacy and numeracy among the population at large. State intervention in education was
one of Smith’s less controversial recommendations. In sharp contrast with the vast majority of modern
economists, he advocated laws banning usury. He also favored government regulations in the Mint, the

Post Office, and hallmarks for gold and silver. In a word, he was a long way from a laissez-faire zealot.

Keywords; Adam Smith Human capital theory, Economics of Education, Division of Labor



