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Some of Ibn-Khaldun and Adam
Smith Economic Ideas-Compared

Dr. Iskandar El-Najjar

fbo-Khaldun has been called the father, or
one of the fathers of modem social science and
cultural history. (1) Thus his « Science of Cul-
ture » was pot mainly written as Adam Smith’s
« Weath of Nations », to deal with economic
questions. Yet, our anenlion should not be
aiverted from the importance Ibn-Khaldun
placed on economic activity. This can be easily
deduced rom viewing his conceptions ot the
causes or principles that constitute the nature
of cuiture. These are : economic activity and
urban institution, which are its matter ; the
state. which is its effecient cause ; and the
common good, which is its end. Since he con-
siders these principles closely interrelated, eco-
nomic activity is expected to k. a cause and a
consequence of this interrelationship. Such 1in-
terrelationship is illusirated in the fifth chapter
of his « Science of Culture », where he explains
it into being. Thus a powerful state which is
able to consolidate its rule. to institute laws
protecting economic activity. and to create the
demand for luxurious articles and sepcialized
skills. through large expenditure on public
works-tends to enhance the development of ci-
vilized economy. On the other hand. a state
that is not able to consolidate its rule limits
the development of economic life.

Despite the economic environment that pre-

(1) Abd-El-Rahman Ibn Khaldun (1332-
1406). is best known for his book « The
Mugqaddimah » or « The Science of Cul-
ture », 1377.

(2) Friedrich List (1789-1846) is best known
for his doctrine of stages, through which
an economy must pass : hunting. agri-
culture, agriculture plus manutacture,
agriculture and manufacture plus com-
merce. The same idea is introduced by

Ibn-Khaldun in his « Muqaddimat », in
chapter V, section 2. (The various Ways.
Means, and Methods of Making a Li-
ving). where he states :

« Agriculture, the crafts, and com-
merce, on the other hand, are natural
ways of making a living ».

« Agriculture is prior to all the others
by its very nature, since it is some-
thing simple and mnately natural. 1t

-needs no knowledge. Therefore. it

is ascribed to Adam, the father of

32

vailed throughout the century he lived in, we
find him introducing several economic ideas,
which are considered, nowadays, the product
of the eighteenth and nineteenth enturies’ eco-
nomists, such as the Physiocrats. Adam Smith
how the degree and duration of the civilized
economic life are dependent upon the charac-
ter, power and duration of the state that brings
and Friedrich List. {2)

Among these ideas are, the division of la-
bor, determinants of value and Laissez-iaire.

Since these latter economists. reflect the en-
vironments of an economically more advanced
age. and consequently their ideas came into
existence. through problems of different natu-
re. we would not claim that Ibn-Khaldun's
analysis was as sophisticated as theirs. (3)

Adam Smith’s fatherhood of political econo-
my. came as a result of his organization of a
vast amount of knowledge which was more or
less common property. This organization of
knowledge. which was presented in his
« Wealth of Nations » was new, and as a re-
sult. gave an enormously increased c‘fective-
ness to matters that were familiar to the muss
of his fellow countrymen. Ibn-Khaldun, on the
contrary, was not as fortunate ; since his con-
temporaries or predeccessors did not provide

mankind. This indicates that it is the
oldest way of making a living and
the one most closely related to natu-
re ».

« The crafts are secondary and pos-
terior to agriculture. They are com-
posite and scientific. Thinking and
research are applied to them. There-
fore. as a rule. crafts exist only
among sedentary peoples. Sedentary
culture is posterior to Bedouin life.
and secondary to it ».

« Commerce is a natural way of ma-
king profits ».

(3) Division of labor. for instance. which
was essential in his analysis, came 10 be
discussed under « The Necessity of Hu-
man Social Organization ; Laissez-faire
was introduced under « Commercial Ac-
tivity On The Part Of The Ruler Is
Harmful To His Subjects And Ruinous
To Tax Revenues ».



the issues and ideas he raised and discussed.

In what follows, we sifall see, what compa-
rison could be made between some of the eco-
nomic ideas of these two thinkers.

The Division Of Labor

1t is somewhat surprising to find that both,
lbn-Khaldun and Adam Smith, started their
books, on the division of labor. Similariy, they
carried their analysis, almost through the same
steps, i.e., causes effects and the Lmitation of
the division of labor, and reached the same
conclusion. But, since they lived wn different
centuries, with different economical environ-
ments, it is natural to find that each refiects,
in his analysis, a different stage of economic
life.

Ibn-Khaldun, who lived in the fouricenth
century, was not familiay with the industrial
production which began to spread with its re-
latively sophisticatea means at the time of
Adam Smith, thus presenting different pro-
blems and stimulating ideas. His, inspile of
the existing small scale handi-crafts industries,
was much simpler. Therefore, when he treated
the subject of the division of labor, he started
from an earlier stage than that of Adam Smith.

lbn-Khaldun considered the division of la-
bor necessary, because the power of the indi-
vidual human being is not sufficient to provide
him with the necessary food for his livel.hood.
Therefore he has to increase his power of pro-
duction. The way to do that, is to combine it
with the power of others, who will perform
different parts of the productive processes, and
as a result, production will increase :

« The individual human being can-
not by himself obtain all the neces-
sities of life. All human beings must
co-operale to that end in their civili-
zation. But what is obtained in the
co-operation of a group of human
beings satisfies the need of a number
many times greater than theirs. For
instance, no one by himself, can ob-
tain the share of the wheat he needs.
for food. But when six or ten per-
sons, including a smith and a car-
penter to make the tools. and others
who are in charge of the oxen. the
plowing of the soil. the harvesting of
the ripe grain, and all the other agri-
cultural activities, then they will oh-
tain through their labor a ecertoin
amount of food which will be suffi-
cient for people many times their
number. Because labor combined ‘n
this fashion will be more than the
amount necessary to produce the re-
quired food » (4).

What we may conclude then. is that lbi-

(2)

Khaldun coasidered that necessity gives rise to
the division of labor, and this in turn will in-
crease production.

Adam Smith, who lived in the early stages
of the industrial revolution, began his analysis
with the inquiry about what increases the pio-
ductive powers of labor, and concluded that
the division of labor is the main cause of its
increassed powers. The advantages of the di-
vision of labor which lead to increased pro-
duction are due to three circumstances : im-
proved dexterity, saving of time and the ap-
plication of machinary :

« This great increase in the quantity
of work, which, in consequence ot
the division of labor, the same num-
ber of people are capable of perform-
ing, is owing to three different cir-
cumstances ; first, to the increase of
dexerity iu every particular work-
man; secondly, to the saving of time
which is commoniy lost in passing
from one species of work to another:
and lastly, to the invention of a greut
number of machines which facihtate
and abridge labor, and enable one
man to do the work of many ».3,

_Ibn-Khaldun did not provide us with such
circumstances, although the first and the se-
cond were implied, but the third was not men-
tioned at all, simply because it belongs to o
different century. But this does not represent
any essential difference between both men's
ideas.

Adam Smith introduced his famous pin
making example to illusirate his idea. But
how, in the first place, pin-making came io
exist 7 Was he not aware of the sort of ana-
lysis introduced by lbn-Khaldun ?. The fol-
lowing quotation represents part of the ans-
wer

« The division of labor, however, so
far as it can be introduced, occa-
sions. in every art. a proportional in-
crease of the productive powers of
labor. The separation of different
trades and employments from onc
another. seems to have taken place.
In consequence of this advantuge.
This separation too is generally car-
ried furthest in those countries which
enjoy the highest degree of industry
and improvement ; what is the work
of one man in a rude state of society.
being generally that of seieral in an
improved one....»

«... The nature of agriculture. indeed,
does not admit of so many subdivi-
sions of labor. nor of so complete
separation of one business from ano-

(4) Ibn-Khaldun. A. «Mugaddimat ibn-

Khaiduns. ed. A.A. Wa'i. P. 859
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(5) Smith. Adam. « An Inquiry into the N -
ture and Causes of the Wealth of Na-
tions. ed.» Edwin Cannan. p.9



3)

ther, as manufactures ».(6)

Adam Smith, as can be understood from
this quotation, was somewhat aware of the
kind of analysis introduced by Ibn-Khaldun,
although he gave different reasons than those
of Ibn.Khalaun for the division of labor. It
is in his opinion, the propensity in human na-
ture to exchange that gives rise to the division
of labor. But if we ask ourselves what gives
rise to this propensity ? The answer is simply:
our inability to produce all that we need. Then
it is our need, which comes first, and origina-
tes such propensity.

Is the division of labor limited ?

Adam Smith’s answer to this question is :

« As it is the power of exchanging
that gives occasion to the division of
labor, so the extent of this division
must always be limited by the extent
of that power. or, in other words, by
the extent of the market ». (7).
lbo-Khaldun differentiates between mar-
kets in cities and in towns. Large cities have
population,and since population represents la-
bor supply and demand, then the needs of ci-
ties with large population is greater than that
of towns, and therefore the crafts that are
found in large cities are lacking in small cities
or towns. Since Ibn-Khaldun takes crafts to
represent division of labor, then the larger a
city’s demand is, the more is the division of
labor; in other words it is the extent of the
market that limits the division of labor. He
introduced the following example :
« Public baths fall into category.
they exist only in densely settled ci-
ties of a highly developped civiliza-
tion as a kind of indulgence resulting
from luxury and wealth. Therefore,
public baths do not exist in medium-
sized towns...» «... Since there is no
demand for them from the mass of
the peoples. (8)

This example brings us to that of Adam
Smith where he states :

« Thnere are some sorts of industry.
even of the lowest kind, which can
be carried on no where but in a great
town. A porter, for example, can
find employment and subsistence in
no other place. A village is by much
too narrow to afford. him constant
occupation.(9)

This brings us to the end of the compari-
son, which does not provide us with any es-
sentilal difference in both men’s ideas. if any.
at all.

Determinants of Value

Ibn-Khaldun’s study of the source of inco-
me led him to emphasize the importance of
human labor as a source of income and as a
major determinant of value.

Since human labor can be presented in the
form of a service, as in the case of a judge,
or as an input consumed in the making of a
commodity, then the value of that service or
commodity is mainly determined by the value
of human labor if he was self-employed, or
by the wages, if the human labor was hired :

« Human labor is necessary for eygry
income and capital accumulation.
When the source of income is work
as such, as for instance the exercise
of crafts, this is obvious. When
the source of income is animals,
plants or minerals, this (labor) is not
quite obvious, but human labor is
still necessary, as one can see, without
human labor, no gain will be ob-
tained and there will be no useful re-
sult ». (10)

Adam Smith, in his early labor theory of
value, went a step further and considered hu-
man labor as the only dterminant of value :

«The vajue of any commodity, there-
fore, to the person who possesses it.
and who means not to use it or con-
sume it himself, but exchange it for
other commodities, is equal to the
quantity of labor which enables him
to purchase or command. . Labor,
therefore, is the real measure of the
exchangeable value of all commodi-
ties ». (11)

But, what about the other components of
value, as interest, profit and rent ?

Ibn-Khaldun realized that there were other
components that enter in the cost of produc-
tion, as raw materials and rents. Also he poin-
ted out that labor might not be quite obvious
especially in grains and other food stuff :

« Some crafts are partly associated
with other crafts. « Carpentry » and
«weaving », for instance, are asso-
ciated with wood and yarn, and res-
pective crafts need®d for their pro-
duction. However, in the two crafts
first mentioned, the labor that goes
into them is more important, and its
value is greater... » «... The share of
the labor may be concealed. This is
the case for instance, with the prices
of food stuffs. The «labor» and e«ex-
penditures that goes into them show
themselves in the price of grain. But

(6) Ibid., p. 7.

(7) Ibid. p. 19.

(8) Ibn-Khaldun. A. « Mugaddimat [bn-
Khaldun. P. 885.

9) gmitgh Adam. «The Wealth of Nations».

(10) Ibn-Khaldun. A. « Mugaddimat Ibn-
Khbaldun », p. 896.

(11) Smith, Adam. « The Wealth of Na-
tions ». p. 32.



they are concealed in regions where
farming requires little care and few
implements. Thus only a few farmers
are conscious of such costs». (12)
1bn-Khaldun did not specify what he meant
by expenditure, but in his general discussion
of agricultural activities, he implicitly pointed
out for the factors that bring about the emer-
gence of rent. He did nog mention interest, be-
cause it was not a familiar term, and it would
not have been accepted; interest would pro-
bably be considered usury, which was forbid-
den according to the Moslim religious law.
Profit was a fawiliar term but he did not
consider it as a determinant of value. Also, he
differentiated between two kinds of profit.
First, the profit whicli occurs as a result of
commerce, and he defined it as the difference
between the purchasing price and the selling
one. Second, the profit which occurs as a re-
sult of selling human labor, ic., in the pro-
cess of goods production. Here he presenls us
with a peculiar way of illustration, which we
do not find in Adam’s Smith analysis. Human
labor, as he stated is the source of income.
can be divided into two parts, according io
Ibn-Khaldun. The first part is directed to nieet
the individual's needs, and if any income is
left, it will constitute profit which is the se-
cond part, Therefore profit is a residual that
may or may not occur depending on the size
of income and the individual’s needs. This
profit in turn is used in capital accumulation:
« A man’s earnings will constitute
his livelihood, if they correspond to
his necessities and needs. They will
be copital accumulation, if they are
greater than his needs ». (13)
Adam’s Smith discussion of the component
parts of a commodity’s value, represents here.
a point of departure from his early statement:
« In the early and rude state of so-
ciety which precedes both the accu-
mulation of capital and the appro-
priation of land, the proportion bet-
ween the quantities of labor neces-
sary for acquiring different objects
seems 1o be the only circumstance
which can afford any rule for ex-
changing them for one another». (14)
Since capital and land are introduced as
new factors of production. then profit for the
use of capital and rent for the use of land
have to pe paid in addition to wages. Thus.
we have three component parts of value. wa-
ges. profit and rent. the real value of each is
measured by the quantity of labor which it
can purchase or command. These components
are not necessarily present in all commodities
but all must have at least one. Adam Smith

4)

carries on to give us an interesting distinction

which arises from the ownership of the va-

rious components :
« When these three different sorts of
revenue belong to different persons.
they are readily distinguished ; but
when they belong to the same, they
are sometimes confounded with one
another, at least in common langua-
ge ». (15)

We would say that this distinction enables
us to get closer to the state of affairs, which
prevailed at 1bn-Khaldun’s time, if we assume
that he was mainly concerned with those who
owned the means of production. But, still this
is an assumption.

The question that comes to the fore now is.
wehther human labor still occupies the same
importance, as a major determinant of value.
in Adam Smith’s theory, or it shares this im-
portance with other components that enter in
the cost of production, ie.. rent and profit ?
The answer is : it does not. Does this change
the nature of Adam’s Smith value theory 7
The answer, we belicve, is yes. since labor is
no longer the only productive factor.

As it can be realized. we dealt mainly with
the cost of production or in other words the
supply side. This should not mcan that Adam
Smith or Ibn-Khaldun were not aware of the
effect of the supply and demand in deciding
the prices of commodities. Actually, we find
Adam Smith distinguishing between the na-
tural price which occurs when the commodity
is sold precisely for its cost of production. and
the market price, which may be either above.
below, or exactly the same as its natural price.
according to the demand and supply condi-
tions.

Ibn-Khaldun also, realized that becausc of
the supply uand demand conditions. labor
might be paid more or less than it is really
warth :

« Crafts and labor are expensive in
cities with abundant civilization for
three reasons : First, because of the
increased demand for luxury as a re-
sult of the large civilization. Second.
industrial workers. place a high va-
lue on their services and cmployment
because the cost of living is low
therefore they do not need to work
much to earn their living. Third. the
increasing number of wealthy peopl:
who need others in their domestic
service and to employ as workers in
their workshops. Therefore they puy
the laborers more than their labor
is worth because of other’s competi-
tion to have the exclusive usc of
them. Thus workers. craftsmen and

(12y Ibn-Khaldun. A. Mugaddimat Ibn-
Khaldun, pp. 896-7.
(13) Ibid.. p. 894

14y Smith, Adam. «The wealth of Nutions».
P. 49.

(15)  «lbidn. P. 55



(5)

professional people become relative-

ly scarce, and the expenditure of the

city for these things increase ». (16)
Laissez-Faire

Laissez-faire has been long associated with
the Physiocrats, who were the first exponens
of 2 comprehensive, systematic, thorough, and
consistent philosophy of « economic libera-
lism » — universal liberty or freedom of indi-
vidual enterprise, competition and trade —
and the writers who first gave wide currency
to the maxim or slogan Laissez-taire, laissez-
passer. lhese policies are based on their
theory of physiocracy, i.e., « government » of
all human societies entirely by or through the
system of « natural law » — meaning both (1)
the principles of « natural justice' » and (2)
the « natural luws » of economics, as expoun-
ded by them.

They were slightly carlier or older contem-
poraries of Adam Smith, who knew them.
tiieir works and views, but did not fully agree
with them, although he adopted Laissez-jaire
as a policy. which is most conducive to the
increase ot wealth of nations. This also can
be interpreted as a reuction to the Mercui-
talist System which prevailed in England ut
his time. and manifested itself in governmen'’s
intervention. in almost all aspects of economic
life.

He, thersfore. rcjected government’s inter-
vention. as limiting to the individual inigave.
and confined its funcions 1w public de’ense.
administration of justice and the maintenance
of public works.

Ibn-Khaldun's aiiituce toward gosernment’s
intervention was not different, in fact, - re-
jected it. because he considered it ruinous to
the economic fife, and conscquently to the go-
vernment itsel:. The main purpose of govern-
ment’s intervention. as he saw it in his time.
was to increase its revenve, in order to match
its expenditure. To realize its objective, the
government might intervene indirectly or di-
rectly in the economic life.

First, indirectly throvgh imposing higher
lax rates. new taxes or custom duties on the
commercial activities of its subjects. How
would this action affect economic activities -
Tbn-Khaldun provides us with the following
analysis :

«... The assessment increases beyord
the limits of equity. The result is
that the interest of the subjects in
cultural eaterprise disappears. since
when they compare expenditures and
taxes with their income and gain and
see the little profit they make. they
lose all hope. Therefore many of
them refrain all cultural activity. The
result is that the total tax revenue

goes down, as the number of the in-
dividual assessments goes down. Ci-
vilization is destroyed, because the
incentive for cultural activity is go-
pe. It is the dynasty that sufiers
from the situation, because it proiits
from cultural activity ». (17)

Llhen he concludes this analysis, by provi-
ding us, with one of the modern fiscal measu-
res :

« If the ruler understands this, he
will realize that the strongest incen-
tive for cultural activity is to lower
as much as possible the amounts of
individual imposts levied upon per-
sons capable of undertaking cultural
enterprise. 1o this manner such per-
sons will be psychologically disposed
to undertake them, because they can
be confident of making profit from
them ». (18)

Second. directly through engaging in agri-
cultural and commercial activities. 1bn-Khal-
dun sees that the entrance of the ruler as a
buyer or seller in the market will harm his
subjects in various ways. As a buyer, with
greater wealth and influence, the ruler repre-
sents a swrong competitor, thus, making it dii-
ficulu for his subject to get the merchandise
they need. Also because of this power he can
appropriate much of the agricultural products
and the available merchandise if it occurs to
him, either by force or paying the cheapest
possible prices. Furtherinore, there may be no
one who would dare to bid against him. Thus
he will be able to force the seller to lower his
price.

As a seller, the ruler does not perfom a
better job. As soon as any of his products be-
come available, he forces the merchants and
farmers who deal in these particular products
to buy from him for unjustified prices.

Ibn-Khaldun sees that such transactions
will exhaust the merchants’ and farmers’
liquid capital, because the merchandise. they
thus acquire, will remain useless on their
hands. However, their need for money. will
force them to sell the focds at lower pii.cs
during a slump in the market. Such trans:c-
tions will exhaust their capital and force them
out of business.

The question now is : How do these policies
affect the rulers revenue ? Do they increase
it or reduce it ? Tbn-Khaldun provides us
with the following answer :

« Most of the revenue from taxes
comes from farmers and merchants.
especially once customs duties have
been introduced, and the tax revenue
has been augmented by means of
them. Thus, when the farmer gives
up agriculture and the merchant goes

(16) 1bn-Khaldun, A. «Mugaddimat Ibn-
Khaldua», p. 864.

A7 <Ibid.s. p. 668.
(18) «Ibid. », p. 669.




out of business, the revenue from.ta-
xes vanishes altogether or becomes
dangerously low. Were the ruler to
compare the revenue from taxes with
the small profits he reaps from tra-
ding himself, he would find the lat-
ter negligible in comparison with the
former. Even if his trading 1s proti-
table, it would still deprive him from
a good deal of his revenue from ta-
xes, so far as commerce is concerned.
[t is unlikely that customs duties
might be levied on the ruler’s com-
mercial activities ». (19)
Ibn-Khaldun  concludes  his  wgrument
against government's intervention by stressing
that it will ruin economic life and in turn the
government itself :

. « Furthermore, the trading of the
ruler may cause the destruction of
the cifilization, and through the des-
truction and decrease of civilization.
the disintegration of the dynasty. »
(20)

CONCLUSION

The economic ideas introduced 1n this paper
represent abstract portions of lbu-Khaldun's
general frame-work. ln order to judge their
soundness and validity, they should be viewed
within that frame-work, which was the outcome
of certain social. cultural and economical en-
vironments. Nevertheless, these ideas being as-
sociated ith Adam Smith and the Physiocrats.
have been evaluated by many economists. Ho-
wever, the main purpose of the paper was to
compare both men’s economic ideas. The out-

(6)

come of the comparison, as witnessed, produ-
ced more similarities than differences.

I'his being the case, one may wonder why
1bn-Khaldun did not gain some of the re-
cognition or credit as Adam Smith did. The
following facts could be considered respons:-
ble for this lac of recognition. Of utmost ini-
portance, is the nature of the era in whcih
the « Muqaddimah » appeared. It was a pe-
riod of general decline throughout the Islamic
World. Thus, despite the fact, that Ibn-Kbal-
dun’s work represented the beginning of a
new science, the « Science of Culture », we
do not find any of his contemporaries or suc-
cessors contributing to this new science, which
in a way limited its growth, development and
publicity. On the other band, Adam Smith’s
« Wealth of Nations », appeared in the early
stages of the Industrial revolution. His work
was closely associated with the problcms and
questions of that era. The « Wealth of Na-
tions », plus the development of events indu-
ced Smith’s contemporaries and successors 1o
follow suite contributing 10 the science,  he
was considered its founder. A second impor-
tant factor, in our judgemeat, is the language
barrier. For instance, the first french version
of the « Mugaddimah », which appeared
around the end of the nineteenth century was
poorly translated. A matter that hindered the
grasping of the economic concepts contained
in the work. Another factor, of equivalent im-
portance, is that Ibn-Khaldun was not essen-
tially writing a book on economics. Thus, at-
tention. when paid. has been mainly to the
« Science of Culture », as a whole. A a re-
sult. Ibn-Khaldun is considered the father of
Modern Social Science.

(19) «lbid.». p. 673. (20) «Idem.»
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