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Kaufman points out, "the prospects for demo- 
cratic forces succeeding are too remote and 
America's stake in a favorable outcome too lim- 
ited to justify active U.S. involvement on de- 
mocracy's behalf." President Harry S. Tru- 
man's decision not to intervene in the Chinese 
civil war of 1946-49, for example, appears wise 
in retrospect, "not because Chinese commu- 
nism was not odious, but because the United 
States could not ensure the victory of the Na- 
tionalists at tolerable costs and risks." 

The realists and neorealists do have a point, 
Kaufman acknowledges. "Many American ide- 
alists have indeed slighted the importance of 

power and rivalry in international politics." 
And many champions of democracy have failed 
to take into account the difficulty of promoting 
and sustaining democracy in hostile regions of 
the world. 

The end of the Cold War may make the task 
of spreading democracy to remote areas less 
urgent. But the best feasible approach for post- 
Cold War U.S. foreign policy, Kaufman con- 
cludes, is one in which geopolitics, the promo- 
tion of democracy, and a Judeo-Christian 
conception of man and morality play major 
parts. This calls, he says, for "a vigilant and pru- 
dent internationalism." 

ECONOMICS, LABOR & BUSINESS 

Smith's Poverty 
Of Notions 

"The Trouble with Adam Smith" by Thomas K. McCraw, in The 
American Scholar (Summer 1992), 181 1 Q St. N.W., Washing- 
ton, D.C. 20009. 

Communism has failed, capitalism has won, hour. Yet McCraw, a Harvard historian, doubts 
and Adam Smith (1723-90) is the hero of the that Smith's laissez-faire version of capitalism is 

the wave of the future. 
Smith had a profound aver- 

sion to any form of collective 
action, McCraw notes. For 
him, individuals and markets 
were "natural," but institu- 
tions and organizational hi- 
erarchies were not. Whether 
the organizations were guilds, 
universities, political groups, 
or even business corporations 
made no difference. "In 
Smith's world, something rot- 
ten is likely afoot wherever two 
or more individuals are gath- 
ered together, except as family 
members or in the unambigu- 
ous roles of buyer and seller." 

Only agriculture, in Smith's 
view, was fully "natural." The 
Industrial Revolution, then just 
getting under way, was, he 
thought, nothing more -than 
the division of labor. Smith 
failed to recognize, according 
to McCraw, the key roles of 
"machine production, fuel and 
water power, human entrepre- 
neurship, state promotion of 
manufacturing, and, most im- 
portant of all, technology." 
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Continued from page 16 

In The Wealth of Nations (1776), Smith de- 
clared that consumption is the sole purpose of 
production, and he criticized the mercantile 
system of deliberate national economic devel- 
opment because it sacrificed the consumer's in- 
terest to that of the producer. "Historically, 
Smith's logic held up so long as the individual 
remained both the consuming and the produc- 
ing unit," McCraw writes. In the modern 
world, most production is done not by individ- 
uals but by complex organizations. Unlike indi- 
vidual producers who act in their own short- 
term interest,  corporat ions now make 
investment decisions five to 10 years in ad- 

vance. Such planning, McCraw says, is best 
done with the help of "wise public policy." 

Today, McCraw contends, consumer-ori- 
ented Smithian capitalism as practiced in the 
United States "is being consistently out-per- 
formed" by a more nationalistic, producer-ori- 
ented variety. "The German and Japanese eco- 
nomic systems today are just as market- 
oriented, just as 'capitalistic,' as is the 
American. But they are far less centered on the 
individual. Their architects, less fearful of delib- 
erate applications of national economic strate- 
gies, less convinced that 'human institutions' 
inevitably produce 'absurd' results," draw on 
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theintellectuallegaciesofAlexanderHamilton world economy that is "dominated 
(1757-1804) and the German nationalist by. . . nationalism, technology, organization, 
Friedrich List (1789-1846). Their strategies, and power," the very things Adam Smith ig- 
McCraw says, are well-suited to a modern nored or abhorred. 

capital Problem "Capital Disadvantage: America's Failing Capital Investment 
System" by Michael E. Porter, in Harvard Business Review 
(Sept.-Oct. 19921, Boston, Mass. 02163. 

Critics of America's economic performance Porter, who directed an extensive research 
have been saying for years that US. business is project sponsored by the Council on Competi- 
too oriented toward the short term. Harvard's tiveness and the Harvard Business School, 
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