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American neo-liberalism (1). Iis context. ~ The difference between
American and European neo-liberalism. ~ American
neo-liberalism as a global claim, utopian focus, and method of
thought. ~ Aspects of this neo-liberalism: (1) The theory of human
capital. The two processes that it represents: (a ) an extension of
economic analysis within its own domain: criticism of the classical
analysis of labor in terms of the time factor; (b) an extension of
economic analysis to domains previously considered to be
non-economic. ~ The epz'stemolog[ca] transformation produced Z)y
neo-liberal analysis: from the analysis of economic processes to the
analysis of the internal rationality of human behavior. ~ Work as
economic conduct. ~ Its division into ca])z'ta], abilities, and income.
~ The redefinition of homo ceconomicus as entrepreneur of
himself. ~ The notion of “human capital.” Its constitutive elements:
(a) innate elements and the question of the improvement of genetic
human capital; (b) acquired elements and the problem of the formation
of human capital (education, health, etcetera ). ~ The interest of
these analyses: resumption of the problem of social and economic
innovation (Schumpeter ). A new conception of the policy of growth.

TODAY* I WOULD LIKE to start talking to you about what 1s becoming

a pet theme in France: American neo-liberalism.' Obviously, I will only

* At the beginning of the lecture Foucault announces that he “will have to leave at eleven
o’clock, because [he has] a meeting.”
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consider some aspects and those that may have some relevance for the
kind of analysis I am suggesting.’

Naturally, we will start with some banalities. American neo-liberalism
developed 1n a context not that different from the contexts in which
German neo-liberalism and what we could call French neo-liberalism
developed. That 1s to say, the three main contextual elements of the
development of neo-liberalism were, first: the New Deal and criticism of
the New Deal and what we can broadly call the Keynesian policy devel-
oped by Roosevelt from 1933-34. The first, fundamental text of this
American neo-liberalism, written in 1934 by Simons,” who was the
father of the Chicago School, 1s an article entitled “A Positive Program
for Laissez-Faire.”

The second contextual element 1s of course the Beveridge plan and all
the projects of economic and social interventionism developed during
the war.” These are all important elements that we could call, if you like,
pacts of war, that 1s to say, pacts in terms of which governments—
basically the English, and to a certain extent the American government—
said to people who had just been through a very serious economic and
social crisis: Now we are asking you to get yourselves killed, but we
promise you that when you have done this, you will keep your jobs until
the end of your lives. It would be very interesting to study this set of
documents, analyses, programs, and research for itself, because it seems
to me that, if I am not mistaken, this 1s the first time that entire nations
waged war on the basis of a system of pacts which were not just interna-
tional alliances between powers, but social pacts of a kind that
promised—to those who were asked to go to war and get themselves
killed—a certain type of economic and social organization which assured
security (of employment, with regard to illness and other kinds of risk,
and at the level of retirement): they were pacts of security at the
moment of a demand for war. The demand for war on the part of gov-
ernments 1s accompanied—and very quickly; there are texts on the
theme from 1940—by this offer of a social pact and security. It was
against this set of social problems that Simons drafted a number of crit-
ical texts and articles, the most interesting of which 1s entitled: “The
Beveridge Program: an unsympathetic interpretation,” which there 1s no

need to translate, since the title indicates its critical sense.®
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The third contextual element was obviously all the programs on
poverty, education, and segregation developed in America from the
Truman’ administration up to the Johnson® administration, and
through these programs, of course, state interventionism and the growth
of the federal administration, etcetera.

I think these three elements—Keynesian policy, social pacts of war,
and the growth of the federal administration through economic and
social programs—together formed the adversary and target of neo-
liberal thought, that which 1t was constructed against or which it
opposed 1n order to form itself and develop. You can see that this is
clearly the same type of context as that which we find in France, for
example, where neo-liberalism defined itself through opposition to the
Popular Front,” post-war Keynesian policies, [and | planning.

Nevertheless, I think there are some major differences between
European and American neo-liberalism. They are also very obvious, as
we know. I will just recall them. In the first place, American liberalism,
at the moment of 1ts historical formation, that is to say, very early on,
from the eighteenth century, did not present itself, as in France, as a
moderating principle with regard to a pre-existing raison d’Etat, since
liberal type claims, and essentially economic claims moreover, were pre-
cisely the historical starting point for the formation of American inde-
pendence.'® That 1s to say, liberalism played a role in America during the
period of the War of Independence somewhat analogous to the role it
played in Germany 1n 1948: liberalism was appealed to as the founding
and legitimizing principle of the state. The demand for liberalism
founds the state rather then the state limiting itself through liberalism.
I think this 1s one of the features of American liberalism.

Second, for two centuries—whether the 1ssue has been one of economic
policy, protectionism, the problem of gold and silver, or bimetallism,
the question of slavery, the problem of the status and function of the
judicial system, or the relation between individuals and different states,
and between different states and the federal state—liberalism has, of
course, always been at the heart of all political debate in America. We
can say that the question of liberalism has been the recurrent element of
all the political discussions and choices of the United States. Let’s say

that whereas in Europe the recurrent elements of political debate 1n the
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nineteenth century were either the unity of the nation, or its indepen-
dence, or the Rule of law, 1n the United States 1t was liberalism.
Finally, third, in relation to this permanent ground of liberal debate,
non-liberalism—by which I mean interventionist policies, whether in
the form of Keynesian style economics, planning, or economic and social
programs—appeared, especially from the middle of the twentieth cen-
tury, as something extraneous and threatening inasmuch as 1t involved
both introducing objectives which could be described as socializing and
also as laying the bases of an imperialist and military state. Criticism of
this non-liberalism was thus able to find a double foothold: on the right,
precisely 1n the name of a liberal tradition historically and economically
hostile to anything sounding socialist, and on the left, inasmuch as it
was a question not only of criticism but also of daily struggle against the
development of an imperialist and military state. Hence the ambiguity,
or what appears to be an ambiguity in American neo-liberalism, since it
1s brought 1nto play and reactivated both by the right and the left.
Anyway, I think we can say that for all these completely banal reasons
I have just mentioned, American liberalism 1s not—as 1t 1s 1n France at
present, or as 1t was in Germany immediately after the war—just an eco-
nomic and political choice formed and formulated by those who govern
and within the governmental milieu. Liberalism 1n America 1s a whole
way of being and thinking. It 1s a type of relation between the governors
and the governed much more than a technique of governors with regard
to the governed. Let’s say, if you like, that whereas 1n a country like
France disputes between 1individuals and the state turn on the problem
of service, of public service, [in the United States| disputes between
individuals and government look like the problem of freedoms. I think
this 1s why American liberalism currently appears not just, or not so
much as a political alternative, but let’s say as a sort of many-sided,
ambiguous, global claim with a foothold 1n both the right and the left.
It 1s also a sort of utopian focus which 1s always being revived. It 1s also
a method of thought, a grid of economic and sociological analysis. I will
refer to someone who 1s not an American exactly, he 1s an Austrian
whom I have spoken about several times, but who then lived in England
and the United States before returning to Germany. Some years ago

Hayek said: We need a liberalism that 1s a living thought. Liberalism has
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always left 1t to the socialists to produce utopias, and socialism owes
much of its vigor and historical dynamism to this utopian or utopia-
creating activity. Well, liberalism also needs utopia. It 1s up to us to cre-
ate liberal utopias, to think in a liberal mode, rather than presenting
liberalism as a technical alternative for government." Liberalism must be
a general style of thought, analysis, and 1magination.

These then, baldly stated, are some of the general features that may
enable us to make a bit of a distinction between American neo-liberalism
and the neo-liberalism that we have seen implemented in Germany and
France. It 1s precisely through this mode of thought, style of analysis, and
this grid of historical and sociological decipherment that I would like to
bring out some aspects of American neo-liberalism, it being understood
that I have no desire and it 1s not possible to study it in all its dimen-
sions. In particular, I would like to consider two elements which are at
once methods of analysis and types of programming, and which seem to
me to be interesting in this American neo-liberal conception: first, the
theory of human capital, and second, for reasons you will be able to
guess, of course, the problem of the analysis of criminality and
delinquency.

First, the theory of human capital.” I think the interest of this theory
of human capaital is that 1t represents two processes, one that we could
call the extension of economic analysis into a previously unexplored
domain, and second, on the basis of this, the possibility of giving a
strictly economic interpretation of a whole domain previously thought
to be non-economic.

First, an extension of economic analysis within, as it were, its own
domain, but precisely on a point where it had remained blocked or at
any rate suspended. In effect, the American neo-liberals say this: It 1s
strange that classical political economy has always solemnly declared
that the production of goods depends on three factors—land, capatal,
and labor—while leaving the third unexplored. It has remained, in a
way, a blank sheet on which the economists have written nothing. Of
course, we can say that Adam Smith’s economics does begin with a
reflection on labor, tnasmuch as for Smith the division of labor and 1its
specification 1s the key which enabled him to construct his economic

analysis.” But apart from this sort of first step, this first opening, and
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since that moment, classical political economy has never analyzed labor
itself, or rather 1t has constantly striven to neutralize it, and to do this
by reducing it exclusively to the factor of time. This 1s what Ricardo did
when, wishing to analyze the nature of the increase of labor, the labor
factor, he only ever defined this increase in a quantitative way according
to the temporal variable. That is to say, he thought that the increase or
change of labor, the growth of the labor factor, could be nothing other
than the presence of an additional number of workers on the market,
that 1s to say, the possibility of employing more hours of labor thus
made available to capital." Consequently there is a neutralization of the
nature itself of labor, to the advantage of this single quantitative variable
of hours of work and time, and basically classical economics never got
out of this Ricardian reduction of the problem of labor to the simple
analysis of the quantitative variable of time.” And then we find an
analysis, or rather non-analysis of labor 1n Keynes which 1s not so dif-
ferent or any more developed than Ricardo’s analysis. What 1s labor
according to Keynes? It 1s a factor of production, a productive factor,
but which 1n itself 1s passive and only finds employment, activity, and
actuality thanks to a certain rate of investment, and on condition clearly
that this is sufficiently high.'® Starting from this criticism of classical
economics and 1its analysis of labor, the problem for the neo-liberals 1s
basically that of trying to introduce labor into the field of economic
analysis. A number of them attempted this, the first being Theodore
Schultz,"” who published a number of articles in the years 1950-1960
the result of which was a book published in 1971 with the title Investment
in Human Capital."® More or less at the same time, Gary Becker' pub-
lished a book with the same title,”® and then there 1s a third text by
Mincer,”" which is quite fundamental and more concrete and precise
than the others, on the school and wages, which appeared in 1975.%

In truth, the charge made by neo-liberalism that classical economics
forgets labor and has never subjected it to economic analysis may seem
strange when we think that, even 1if it 1s true that Ricardo entirely
reduced the analysis of labor to the analysis of the quantitative variable
of time, on the other hand there was someone called Marx who ... and so
on. Fine. The neo-liberals practically never argue with Marx for reasons

that we may think are to do with economic snobbery, it’s not important.
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But 1f they took the trouble to argue with Marx I think 1t 1s quite easy
to see what they could say [about| his analysis. They would say: It 1s
quite true that Marx makes labor the linchpin, one of the essential
linchpins, of his analysis. But what does he do when he analyzes labor?
What 1s 1t that he shows the worker sells? Not his labor, but his labor
power. He sells his labor power for a certain time against a wage estab-
lished on the basis of a given situation of the market corresponding to
the balance between the supply and demand of labor power. And the
work performed by the worker 1s work that creates a value, part of which
1s extorted from him. Marx clearly sees in this process the very mechan-
ics or logic of capitalism. And 1n what does this logic consist? Well, 1t
consists 1n the fact that the labor 1n all this 1s “abstract,”* that 1s to say,
the concrete labor transformed 1nto labor power, measured by time, put
on the market and paid by wages, 1s not concrete labor; it 1s labor that
has been cut off from its human reality, from all its qualitative variables,
and precisely—this 1s indeed, 1n fact, what Marx shows—the logic of
capital reduces labor to labor power and time. It makes 1t a commodity
and reduces it to the effects of value produced.

Now, say the neo-liberals—and this 1s precisely where their criticism
departs from the criticism made by Marx—what 1s responsible for this
“abstraction.”’ For Marx, capitalism itself is responsible; it is the fault of
the logic of capital and of its historical reality Whereas the neo-liberals
say: The abstraction of labor, which actually only appears through the
variable of time, 1s not the product of real capitalism, [but] of the eco-
nomic theory that has been constructed of capitalist production.
Abstraction 1s not the result of the real mechanics of economic
processes; it derives from the way 1n which these processes have been
reflected 1n classical economics. And it 1s precisely because classical eco-
nomics was not able to take on this analysis of labor 1n 1ts concrete spec-
ification and qualitative modulations, it 1s because 1t left this blank
page, gap or vacuum 1in its theory, that a whole philosophy, anthropol-

ogy, and politics, of which Marx 1s precisely the representative, rushed

* In inverted commas in the manuscript.
" In inverted commas in the manuscript.
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in. Consequently, we should not continue with this, in a way, realist
criticism made by Marx, accusing real capitalism of having made real
labor abstract; we should undertake a theoretical criticism of the way 1n
which labor itself became abstract in economic discourse. And, the neo-
liberals say, 1f economusts see labor 1n such an abstract way, 1f they fail to
grasp its specification, its qualitative modulations, and the economic
effects of these modulations, 1t 1s basically because classical economists
only ever envisaged the object of economics as processes of capital, of
investment, of the machine, of the product, and so on.

I think this 1s the general context in which we should situate the neo-
liberal analyses. However, the essential epistemological transformation
of these neo-liberal analyses 1s their claim to change what constituted 1n
fact the object, or domain of objects, the general field of reference of eco-
nomic analysis. In practice, economic analysis, from Adam Smith to the
beginning of the twentieth century, broadly speaking takes as its object
the study of the mechanisms of production, the mechanisms of
exchange, and the data of consumption within a given social structure,
along with the interconnections between these three mechanisms. Now,
for the neo-liberals, economic analysis should not consist 1n the study of
these mechanisms, but in the nature and consequences of what they call
substitutable choices, that 1s to say, the study and analysis of the way 1n
which scarce means are allocated to competing ends, that 1s to say, to
alternative ends which cannot be superimposed on each other.” In other
words, we have scarce means, and we do not have a single end or cumu-
lative ends for which it 1s possible to use these means, but ends between
which we must choose, and the starting point and general frame of ref-
erence for economic analysis should be the way in which individuals
allocate these scarce means to alternative ends.

In this they return to, or rather put to work, a definition of the object
of economics which was put forward around 1930 or 1932, I no longer
remember, by Robbins,* who, in this respect at least, may also be taken
as one of the founders of the doctrine of economic liberalism:
“Economics 1s the science of human behavior as a relationship between
ends and scarce means which have mutually exclusive uses.”” You can
see that this definition of economics does not identify its task as the

analysis of a relational mechanism between things or processes, like
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capital, investment, and production, into which, given this, labor 1s 1n
some way inserted only as a cog; 1t adopts the task of analyzing a form of
human behavior and the internal rationality of this human behavior.
Analysis must try to bring to light the calculation—which, moreover,
may be unreasonable, blind, or inadequate—through which one or more
individuals decided to allot given scarce resources to this end rather than
another. Economics is not therefore the analysis of processes; it 1s the
analysis of an activity. So 1t is no longer the analysis of the historical
logic of processes; it 1s the analysis of the internal rationality, the stra-
tegic programming of individuals’ activity.

This means undertaking the economic analysis of labor. What does
bringing labor back into economic analysis mean? It does not mean
knowing where labor 1s situated between, let’s say, capital and produc-
tion. The problem of bringing labor back into the field of economic
analysis 1s not one of asking about the price of labor, or what 1t produces
technically, or what is the value added by labor. The fundamental,
essential problem, anyway the first problem which arises when one
wants to analyze labor 1n economic terms, 1s how the person who works
uses the means available to him. That 1s to say, to bring labor into the
field of economic analysis, we must put ourselves in the position of the
person who works; we will have to study work as economic conduct
practiced, implemented, rationalized, and calculated by the person who
works. What does working mean for the person who works? What sys-
tem of choice and rationality does the activity of work conform to? As a
result, on the basis of this grid which projects a principle of strategic
rationality on the activity of work, we will be able to see in what
respects and how the qualitative differences of work may have an eco-
nomic type of effect. So we adopt the point of view of the worker and,
for the first time, ensure that the worker 1s not present in the economic
analysis as an object—the object of supply and demand in the form of
labor power—but as an active economic subject.

Fine, how do we set about this task? People like Schultz and Becker
say: Why, in the end, do people work? They work, of course, to earn a
wage. What 1s a wage? A wage 1s quite simply an income. From the
point of view of the worker, the wage 1s an income, not the price at

which he sells his labor power. Here, the American neo-liberals refer to
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the old definition, which goes right back to the start of the twentieth
century, of Irving Fisher,”® who said: What 1is an income? How can we
define an income? An income 1s quite simply the product or return on
a capital. Conversely, we will call “capital” everything that in one way or
another can be a source of future income.” Consequently, 1f we accept on
this basis that the wage 1s an income, then the wage 1s therefore the
income of a capital. Now what is the capital of which the wage is the
income? Well, 1t 1s the set of all those physical and psychological factors
which make someone able to earn this or that wage, so that, seen from
the side of the worker, labor 1s not a commodity reduced by abstraction
to labor power and the time [during| which 1t 1s used. Broken down 1n
economic terms, from the worker’s point of view labor comprises a cap-
ital, that is to say, it as an ability, a skill; as they say: it is a “machine.”®
And on the other side it 1s an income, a wage, or rather, a set of wages;
as they say: an earnings stream.”

This breakdown of labor 1nto capital and income obviously has some
fairly important consequences. First, if capital 1s thus defined as that
which makes a future income possible, this income being a wage, then
you can see that 1t 1s a capital which 1n practical terms 1s inseparable
from the person who possesses it. To that extent it 1s not like other cap-
itals. Ability to work, skill, the ability to do something cannot be sepa-
rated from the person who 1s skilled and who can do this particular
thing. In other words, the worker’s skill really is a machine, but a
machine which cannot be separated from the worker himself, which
does not exactly mean, as economic, sociological, or psychological criti-
cism said traditionally, that capitalism transforms the worker into a
machine and alienates him as a result. We should think of the skill that
1s united with the worker as, in a way, the side through which the
worker 1s a machine, but a machine understood in the positive sense,
since 1t 1s a machine that produces™ an earnings stream. An earnings
stream and not an 1ncome, precisely because the machine constituted by
the worker’s ability 1s not, as 1t were, sold from time to time on the labor

market against a certain wage. In reality this machine has a lifespan, a

* Foucault adds: and which will produce something that are
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length of time in which it can be used, an obsolescence, and an ageing.
So that we should think of the machine constituted by the worker’s
ability, the machine constituted by, 1if you like, ability and worker indi-
vidually bound together, as being remunerated over a period of time by
a series of wages which, to take the simplest case, will begin by being
relatively low when the machine begins to be used, then will rise, and
then will fall with the machine’s obsolescence or the ageing of the
worker 1nsofar as he 1s a machine. We should therefore view the whole as
a machine/stream complex, say the neo-economists—all this is in
Schultz*® 1s 1t not—it 1s therefore a machine-stream ensemble, and you
can see that we are at the opposite extreme of a conception of labor power
sold at the market price to a capital invested 1n an enterprise. This 1s not
a conception of labor power; it 1s a conception of capital-ability which,
according to diverse variables, receives a certain income that 1s a wage, an
income-wage, so that the worker himself appears as a sort of enterprise
for himself. Here, as you can see, the element I pointed out earlier 1n
German neo-liberalism, and to an extent in French neo-liberalism, 1s
pushed to the limit, that is to say, the 1dea that the basic element to be
deciphered by economic analysis 1s not so much the individual, or
processes and mechanisms, but enterprises. An economy made up of
enterprise-units, a society made up of enterprise-units, 1s at once the
principle of decipherment linked to liberalism and its programming for
the rationalization of a society and an economy.

I would say that in a sense, and this 1s what 1s usually said, neo-
liberalism appears under these conditions as a return to homo eeconomicus.
This 1s true, but as you can see, with a considerable shift, since what 1s
homo ceconomicus, economic man, in the classical conception? Well, he 1s
the man of exchange, the partner, one of the two partners 1n the process
of exchange. And this homo ®conomicus, partner of exchange, entails, of
course, an analysis in terms of utility of what he 1s himself, a breakdown
of his behavior and ways of doing things, which refer, of course, to a
problematic of needs, since on the basis of these needs 1t will be possi-
ble to describe or define, or anyway found, a utility which leads to the
process of exchange. The characteristic feature of the classical conception
of homo economicus 1s the partner of exchange and the theory of utility

based on a problematic of needs.
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In neo-liberalism—and it does not hide this; it proclaims it—there 1s
also a theory of homo wconomicus, but he 1s not at all a partner of
exchange. Homo eeconomicus 1s an entrepreneur, an entrepreneur of him-
self. This 1s true to the extent that, in practice, the stake in all neo-
liberal analyses 1s the replacement every time of homo ceconomicus as
partner of exchange with a homo economicus as entrepreneur of himself,
being for himself his own capital, being for himself his own producer,
being for himself the source of | his] earnings. And I will not talk about
1t here, because 1t would take too long, but in Gary Becker there 1s a very
interesting theory of consumption,” in which he says: We should not
think at all that consumption simply consists in being someone 1n a
process of exchange who buys and makes a monetary exchange 1n order
to obtain some products. The man of consumption is not one of the
terms of exchange. The man of consumption, insofar as he consumes, is
a producer. What does he produce? Well, quite simply, he produces his
own satisfaction.’” And we should think of consumption as an enter-
prise activity by which the individual, precisely on the basis of the cap-
ital he has at his disposal, will produce something that will be his own
satisfaction. Consequently, the theory, the classical analysis trotted out a
hundred times of the person who 1s a consumer on the one hand, but
who 1s also a producer, and who, because of this, 1s, as 1t were, divided
1n relation to himself, as well as all the sociological analyses—for they
have never been economic analyses—of mass consumption, of consumer
soctety, and so forth, do not hold up and have no value 1n relation to an
analysis of consumption in the neo-liberal terms of the activity of pro-
duction. So, even 1f there really 1s a return to the 1dea of homo @conomicus
as the analytical grid of economic activity, there 1s a complete change in
the conception of this homo economicus.

So, we arrive at this 1dea that the wage 1s nothing other than the
remuneration, the income allocated to a certain capital, a capital that we
will call human capital inasmuch as the ability-machine of which it 1s
the income cannot be separated from the human individual who 1s 1its
bearer.”> How 1s this capital made up? It 1s at this point that the rein-
troduction of labor or work 1nto the field of economic analysis will make
1t possible, through a sort of acceleration or extension, to move on to the

economic analysis of elements which had previously totally escaped it.
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In other words, the neo-liberals say that labor was in principle part of
economic analysis, but the way in which classical economic analysis was
conducted was incapable of dealing with this element. Good, we do deal
with 1t. And when they make this analysis, and do so 1n the terms I have
just described, they are led to study the way 1n which human capaital 1s
formed and accumulated, and this enables them to apply economic
analyses to completely new fields and domains.

How 1s human capital made up? Well, they say, it 1s made up of innate
elements and other, acquired elements.*' Let’s talk about the innate ele-
ments. There are those we can call hereditary, and others which are just
innate; differences which are, of course, self-evident for anyone with the
vaguest acquaintance with biology I do not think that there are as yet
any studies on the problem of the hereditary elements of human capital,
but it 1s quite clear what form they could take and, above all, we can see
through anxieties, concerns, problems, and so on, the birth of something
which, according to your point of view, could be interesting or disturb-
ing. In actual fact, in the—I was going to say, classical—analyses of these
neo-liberals, in the analyses of Schultz or Becker, for example, 1t 1s
indeed said that the formation of human capital only has interest and
only becomes relevant for the economists inasmuch as this capital 1s
formed thanks to the use of scarce means, to the alternative use of scarce
means for a given end. Now obviously we do not have to pay to have the
body we have, or we do not have to pay for our genetic make-up. It costs
nothing. Yes, it costs nothing—and yet, we need to see ..., and we can
easily imagine something like this occurring (I am just engaging in a bit
of science fiction here, 1t 1s a kind of problematic which 1s currently
becoming pervasive).

In fact, modern genetics clearly shows that many more elements than
was previously thought are conditioned by the genetic make-up we
receive from our ancestors. In particular, genetics makes it possible to
establish for any given individual the probabilities of their contracting
this or that type of disease at a given age, during a given period of life,
or 1n any way at any moment of life. In other words, one of the current
interests 1n the application of genetics to human populations 1s to make
it possible to recognize individuals at risk and the type of risk individ-

uals incur throughout their life. You will say: Here again, there’s
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nothing we can do; our parents made us like this. Yes, of course, but
when we can 1identify what individuals are at risk, and what the risks are
of a union of individuals at risk producing an individual with a partic-
ular characteristic that makes him or her the carrier of a risk, then we
can perfectly well imagine the following: good genetic make-ups—that
1s to say, [those]| able to produce individuals with low risk or with a
level of risk which will not be harmful for themselves, those around
them, or society—will certainly become scarce, and insofar as they are
scarce they may perfectly well [enter], and this 1s entirely normal, into
economic circuits or calculations, that 1s to say, alternative choices.
Putting 1t 1n clear terms, this will mean that given my own genetic
make-up, 1f I wish to have a child whose genetic make-up will be at least
as good as mine, or as far as possible better than mine, then I will have
to find someone who also has a good genetic make-up. And if you want
a child whose human capital, understood simply 1n terms of innate and
hereditary elements, 1s high, you can see that you will have to make an
investment, that 1s to say, you will have to have worked enough, to have
sufficient income, and to have a social status such that it will enable you
to take for a spouse or co-producer of this future human capital, some-
one who has significant human capital themselves. I am not saying this
as a joke; 1t 1s simply a form of thought or a form of problematic that 1s
currently being elaborated.”

What I mean 1s that if the problem of genetics currently provokes
such anxiety, I do not think 1t 1s either useful or interesting to translate
this anxiety into the traditional terms of racism. If we want to try to
grasp the political pertinence of the present development of genetics,
we must do so by trying to grasp its implications at the level of actual-
1ty 1tself, with the real problems that it raises. And as soon as a society
poses itself the problem of the improvement of its human capital 1n
general, 1t 1s 1nevitable that the problem of the control, screening, and
improvement of the human capital of individuals, as a function of
unions and consequent reproduction, will become actual, or at any rate,
called for. So, the political problem of the use of genetics arises in terms
of the formation, growth, accumulation, and 1mprovement of human

capital. What we might call the racist effects of genetics 1s certainly
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something to be feared, and they are far from being eradicated, but this
does not seem to me to be the major political 1ssue at the moment.
Fine, let’s leave this problem of investment 1n and the costly choice of
the formation of a genetic human capital. Obviously, the neo-liberals
pose their problems and set out their new type of analysis much more
from the angle of acquired human capital, that 1s to say, of the more or
less voluntary formation of human capital 1n the course of individuals’
lives. What does 1t mean to form human capital, and so to form these
kinds of abilities-machines which will produce income, which will be
remunerated by income? It means, of course, making what are called
educational investments.>® In truth, we have not had to wait for the
neo-liberals to measure some of the effects of these educational invest-
ments, whether this involves school instruction strictly speaking, or
professional training, and so on. But the neo-liberals lay stress on the
fact that what should be called educational investment 1s much broader
than simp]e schoo]ing or professional training and that many more
elements than these enter into the formation of human capital.”’
What constitutes this investment that forms an abilities-machine?
Experimentally, on the basis of observations, we know 1t 1s constituted
by, for example, the time parents devote to their children outside of
simple educational activities strictly speaking. We know that the num-
ber of hours a mother spends with her child, even when 1t 1s still in the
cradle, will be very important for the formation of an abilities-
machine, or for the formation of a human capital, and that the child
will be much more adaptive if in fact its parents or its mother spend
more rather than less time with him or her. This means that it must be
possible to analyze the simple time parents spend feeding their chil-
dren, or giving them affection as investment which can form human
capital. Time spent, care given, as well as the parents’ education—
because we know quite precisely that for an equal time spent with their
children, more educated parents will form a higher human capital than
parents with less education—in short, the set of cultural stimuli
recetved by the child, will all contribute to the formation of those ele-
ments that can make up a human capital. This means that we thus

arrive at a whole environmental analysis, as the Americans say, of the
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child’s life which 1t will be possible to calculate, and to a certain extent
quantify, or at any rate measure, in terms of the possibilities of invest-
ment 1n human capital. What in the child’s family life will produce
human capital? What type of stimuli, form of life, and relationship
with parents, adults, and others can be crystallized into human capi-
tal? Fine, I am going quickly since we must get on. In the same way, we
can analyze medical care and, generally speaking, all activities concern-
ing the health of individuals, which will thus appear as so many ele-
ments which enable us, first, to improve human capital, and second, to
preserve and employ it for as long as possible. Thus, all the problems of
health care and public hygiene must, or at any rate, can be rethought as
elements which may or may not improve human capatal.

In the elements making up human capital we should also include
mobility, that 1s to say, an individual’s ability to move around, and
migration in particular.’® Because migration obviously represents a
material cost, since the individual will not be earning while he 1s mov-
ing, but there will also be a psychological cost for the individual estab-
lishing himself in his new milieu. There will also be at least a loss of
earnings due to the fact that the period of adaptation will certainly pre-
vent the individual from recerving his previous remunerations, or those
he will have when he 1s settled. All these negative elements show that
migration has a cost. What 1s the function of this cost? It is to obtain an
improvement of status, of remuneration, and so on, that 1s to say, it 1s an
investment. Migration 1s an investment; the migrant 1s an investor. He
1s an entrepreneur of himself who incurs expenses by investing to obtain
some kind of improvement. The mobility of a population and 1ts ability
to make choices of mobility as investment choices for improving income
enable the phenomena of migration to be brought back into economic
analysis, not as pure and simple effects of economic mechanisms which
extend beyond individuals and which, as it were, bind them to an
immense machine which they do not control, but as behavior 1n terms
individual enterprise, of enterprise of oneself with investments and
1ncomes.

What, you will ask, 1s the interest of all these analyses? You will be
aware of the immediate political connotations and there 1s no need to

stress them further. If there were only this lateral political product, we

—



——

14 March 1979 231

could no doubt brush this kind of analysis aside with a gesture, or at any
rate purely and simply denounce it. But I think this would be both mis-
taken and dangerous. In fact, this kind of analysis makes 1t possible first
of all to reappraise phenomena which have been identified for some
time, since the end of the nineteenth century, and to which no satisfac-
tory status has been given. This 1s the problem of technical progress, or
what Schumpeter called “innovation.””® Schumpeter—he was not the
first, but we are just refocusing things around him—noted that, contrary
to the predictions of Marx and classical economics more generally, the
tendency of the rate of profit to fall actually turned out to be continu-
ously corrected. You know that the theory of imperialism, as 1n Rosa
Luxembourg,” provided an interpretation of this correction of the
tendency of the rate of profit to fall. Schumpeter’s analysis consists in
saying that the absence of this fall, or this correction of the falling rate of
profit, 1s not due simply to the phenomenon of imperialism. It 1s due,
generally,* [to] innovation, that 1s to say, [to] the discovery of new tech-
niques, sources, and forms of productivity, and also the discovery of new
markets or new resources of manpower.” In any case, the explanation of
this phenomenon 1s to be sought in the new and 1n innovation, which
Schumpeter thinks 1s absolutely consubstantial with the functioning of
capitalism.

[ The neo-liberals take up]T this problem of innovation, and so of
the tendency of the falling rate of profit, and they do not take it up
as a sort of ethical-psychological characteristic of capitalism, or as an
ethical-economic-psychological characteristic of capitalism, as Schumpeter
did 1n a problematic which was not so far from Max Weber’s, but they
say: We cannot halt at this problem of innovation and, as it were, trust
in the boldness of capitalism or the permanent stimulation of competi-
tion to explain this phenomenon of innovation. If there 1s innovation,
that 1s to say, if we find new things, discover new forms of productivity,
and make technological innovations, this 1s nothing other than the
income of a certain capital, of human capatal, that s to say, of the set of

investments we have made at the level of man himself. Taking up the

* Foucault adds: and it puts [inaudible word | moreover as a category of this more general process.
T MLE.: the analyses of the neo-liberals are situated
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problem of innovation within the more general theory of human capatal,
and by re-examining Western and Japanese history since 1930, they try
to show that we absolutely cannot account for the considerable growth
of these countries over forty or fifty years simply [on the basis of]| the
variables of classical analysis, that 1s to say, land, capital, and labor
understood as time of labor, that is to say, the number of workers and
hours. Only a fine analysis of the composition of the human capital, of
the way this human capital has been augmented, of the sectors in which
1t has been augmented, and of the elements which have been introduced
as investment in this human capital, can account for the real growth of
these countries.*

On the basis of this theoretical and historical analysis we can thus
pick out the principles of a policy of growth which will no longer be
simply indexed to the problem of the material investment of physical
capital, on the one hand, and of the number of workers, [on the other],
but a policy of growth focused precisely on one of the things that the
West can modify most easily, and that 1s the form of investment in
human capital. And 1n fact we are seeing the economic policies of all
the developed countries, but also their social policies, as well as their
cultural and educational policies, being orientated in these terms. In
the same way, the problems of the economy of the Third World can also
be rethought on the basis of human capital. And you know that cur-
rently an attempt 1s being made to rethink the problem of the failure of
Third World economies to get going, not in terms of the blockage of
economic mechanisms, but 1n terms of insufficient investment 1n
human capital. And here again a number of historical analyses are
taken up again, like the famous problem of the Western economic take-
off 1n the sixteenth and seventeenth century. To what was this due? Was
1t due to the accumulation of physical capital? Historians are increas-
ingly skeptical about this hypothesis. Was it not due precisely to the
existence of an accumulation, an accelerated accumulation, of human
capital? So, we are invited to take up a schema of historical analysis, as
well as a programming of policies of economic development, which
could be orientated, and which are 1n actual fact orientated, towards

these new paths. Of course, this does not mean eliminating the
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elements, the political connotations I referred to a moment ago, but
rather of showing how these political connotations owe their serious-
ness, their density, or, if you like, their coefficient of threat to the very
effectiveness of the analysis and programming of the processes I am

talking about.*

* Foucault stops the lecture here and, due to lack of time, does not develop the final points
of the last part of the lecture dealing with the relevance of this kind of analysis for (a) wages,
(b) a series of problems concerning education, and (¢) the possibilities of analysis of familial
behavior. The manuscript ends with these lines:

“Problematizing in a different way all the domains of education, culture, and training that soci-
ology has taken up. Not that sociology has neglected the economic aspect of this, but, confining
oneself to Bourdieu,

—reproduction of relations of production

—culture as social solidification of economic differences

Whereas in the neo-liberal analysis, all these elements are directly integrated in the economy
and 1ts growth 1n the form of a formation of productive capital.

All the problems of [inheritance? | —transmission—education—training—inequality of level,
treated from a single point of view as homogenizable elements, themselves in their [turn?] re-
focused no longer around an anthropology or an ethics or a politics of labor, but around an
economics of capital. And the individual considered as an enterprise, i.e., as an investment/
investor ( ... ).

His conditions of life are the income of a capital.”
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On the reception of American neo-liberal ideas in France at the end of the seventies, see
in addition to the work by H. Lepage already referred to (Demaz'n le capz’talz'sme), the col-
lective work edited by J.-J. Rosa and F. Aftalion, L’Economique retrouvée. Vieilles critiques et
nouvelles analyses (Paris: Economica, 1977). The appearance of the former gave rise to a
number of articles in the press, among which see those of J.-F. Revel, “Le Rot est habillé,”
L’Express, 27 February 1978; G. Suffert, “Economistes: la nouvelle vague,” Le Point,
13 March 1978; R. Priouret, “Vive la jungle!” Le Nouvel Observateur, 11 April 1978 (which
refers to the negative tax, among the social correctives remaining within the framework of
the market, and refers to L. Stoléru: on both, see above, lecture of 7 March 1979);
B. Cazes, “La désenchantement du monde se poursuit «.,” La Quinzaine littéraire, 16 May
1978; P. Drouin, “Feux croisés sur I’Etat,” Le Monde, 13 May 1978, etcetera. Several of
these present the spread of these ideas in France as a response to the book by J. Attali and
M. Guillaume, L’Anti-économigue (Paris: PUF, 1972), which echoed American New
Left theses (see H. Lepage, Demain le capitalisme, pp. 9-12). See also the interview: “Que
veulent les nouveaux économistes? L’Express va plus loin avec J.-J. Rosa,” L’Express,

5 June 1978.

. In addition to the books and articles cited in the following notes, Foucault had read on

the subject the anthology of HJ. Silverman, ed., American Radical Thought: The libertarian
tradition (Lexington, Mass.: D.C. Heath and Co., 1970) and H.L. Miller, “On the
Chicago School of Economics,” Journal quo]z'z‘z'cal Economy, vol. 70 (1), February 1962,
pp- 64-69.

. Henry Calvert Simons (1889—1946), author of Economic Policy for a Free Society ( Chicago:

University of Chicago Press, 1948).

. It is actually a book: A Positive Program for Laissez-Faire: Some proposals for a liberal economic

policy? (Chicago: University of Chicago Press, 1934); republished in Economic Policy for a
Free Society.

. See above, lecture of 7 February 1979, note 38.
. H.C. Simons, “The Beveridge Progam: an unsympathetic interpretation,” Journal of Political

Economy, vol. 53 (3), September 1945, pp. 212-233; republished in Economic Policy for a Free
Soctety, ch. 13.

. See above, lecture of 31 January 1979, note 7.
. Ibid., note 9.
. The coalition of Left parties that exercised power in France from June 1936 until April 1938.

Under the presidency of Léon Blum, this government passed several measures of social
reform (the 40 hour week, paid vacations, nationalization of the railways, and so on).
Foucault 1s alluding to the events that unleashed the War of Independence (1775-1783),
notably the “Boston Tea Party” (16 December 1773), in the course of which some colonists,
disguised as Indians, dumped in the sea a cargo of tea belonging to the East India Company
to whom the English Parliament had just opened the doors of the American market. The
English government responded with a series of laws—“intolerable acts”—which led to the
1st continental Congress at Philadelphia in September 1774.

This may be a fairly free reformulation of Hayek’s reflections in his post-script to The
Constitution of Liberty, “Why I am not a Conservative,” pp. 398-399.

See H. Lepage, Demain le capitalisme, pp. 21-28; 326-372 (on G. Becker). Some chapters
from this book appeared in 1977 in the columns of Realités. For the chapter on Becker, the
author refers in addition to the lectures of Jean-Jacques Rosa, “Théorie micro-
économique,” IEP, 1977. See also M. Riboud and F. Hernandez Iglesias, “La théorie du cap-
ital humain: un retour aux classiques,” in J.-J. Rosa and F. Aftalion, eds., L’Economigue
retrouvée, pp. 226-249; M. Riboud, Accumulation du capital humain (Paris: Economica, 1978).
These two works were 1n Foucault’s library.

See Adam Smith, An Inguiry into the Nature and Causes of the Wealth of Nations (Oxford:
Oxford University Press, 1976), Book I, ch. 1-3. On Smith’s analysis of labor, see Les Mots
et les Choses, pp. 233-238; The Order of Things, pp. 221-226.

David Ricardo (1772-1823), The Principles of Political Economy and Taxation (London: Dent,
Everyman’s Library, 1973) ch. 1, section 2. See M. Riboud and F. Hernandez Iglesias, “La
théorie du capital humain” p. 227: “[In the analysis of the classical economists], the
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increase of the labor factor necessarily expressed an additional number of workers or of
hours of work per man, that is to say a quantitative increase.” See also the comments of
J. Mincer, 1n his foreword to the thesis of M. Riboud, Accumulation du capital humain, p. 111:
“The simplifying hypothesis of the homogeneity of the labor factor, made by Ricardo, cre-
ated a void whose consequence was to leave the study of the structure of wages and employ-
ment to supporters of the ‘institutionalist’ approach (the study of the types of relations
existing between workers and the management of enterprises), to the analysts of economic
fluctuations, and to statisticians (descriptive statistics).”

On the time-labor relation in Ricardo, see Les Mots et les Choses, pp. 265-270; The Order of
Things, pp- 253-259.

See M. Riboud and F. Hernandez Iglesias, “La théorie du capital humain” p. 231: “As for
the analysis of Keynes, it is even further from the idea of investment in human capital than
the Classics. For him, the labor factor is basically a passive factor of production if a suffi-
ciently high rate of investment in physical capital exists” (this latter phrase is underlined
1n Foucault’s copy of the book; see above, this lecture, note 12).

Theodore W. Schultz (1902-1998): professor of economics at the University of Chicago
from 1946 to 1974. Nobel Prize for economics in 1979. His article, “The emerging economic
scene and its relation to High School Education,” in F.S. Chase and H.A. Anderson, eds.,
The High School in a New Era (Chicago: University of Chicago Press, 1958) opened up the
field of research on human capital. See M. Beaud and G. Dostaler, La Pensée économique
depuis Keynes (Paris: Le Seuil, 1990), pp. 387-390. See Theodore W. Schultz, translation by
J. Challaly, I/ n’est de richesse que d’hommes. Investissement humain et qualité de la population
(Paris: Bonnel, 1983).

T.W. Schultz, “Capital formation by education,” Journal of Political Economy, vol. 68,1960,
pp. 571-583; “Investment in human capital,” American Economic Review, vol. 51, March 1961,
pp- 1-17 (reprinted in the book with the same title cited below in this note); “Reflections
on investment in man,” Journal of Political Economy, vol 70 (5), 2nd part, October 1962,
pp- 1-8; Invesiment in Human Capital: The role of education and research (New York: The Free
Press, 1971).

Gary Becker (born 1930): doctor of economics (University of Chicago, 1925); teaches at
Columbia until 1968 and then returns to Chicago. Vice President of the Mont-Pélerin
Society 1n 1989. Nobel Prize in 1992. See H. Lepage, Demain le capitalisme, p. 323.

G. Becker, “Investment in human capital: a theoretical analysis,” Journal of Political Economy,
vol. 70 (5), 2nd part, October 1962, pp. 9-49; article republished, considerably expanded
in Human Capital: A theoretical and empirical analysis with special reference to education
(New York: National Bureau of Economic Research, 1964; 3rd edition, Chicago and London:
The University of Chicago Press, 1993 ) pp. 29-158 ( “Investment 1n human capital: effect on
earnings,” pp. 29-58, and “Investment in human capital: rates of return,” pp. 59-158).
Jacob Mincer, born in Poland (1922); professor at the University of Columbia.

J. Mincer, Schooling, Experience and Earmings (New York: National Bureau of Economic
Research, 1974); see also “Investment in human capital and personal income distribution,”
Journal of Polztzcal Economy, vol. 66 August 1958, pp. 281-302, that Theodore Schultz
describes as a “pioneering paper” in his Investment in Human Capital, p. 46, note 33. The
expression “human capital” appears for the first time in this article (see M. Beaud and
G. Dostaler, La Pensée économique, p. 184).

See G. Becker, The Economic Approach to Human Behavior (Chicago and London: University
of Chicago Press, 1976), p. 4: he rejects “the definition of economics in terms of material
goods” in favor of a definition “in terms of scarce means and competing ends.”

Lionel C. Robbins (Lord, 1898-1984): English economist, professor at the London School
of Economics, and author notably of a work on the methodology of economic science, Essay
on the Nature and Significance of Economic Science (1st edition 1932, republished, London:
Macmillan, 1962). Hostile to the positions of Keynes at the time of the crisis of the
thirties, he changed his position after his experience as advisor to the British government
during the war.

Ibid., p. 16: “Economics is the science which studies human behavior as a relationship
between ends and scarce means which have mutually exclusive uses” (quoted by G. Becker,
The Economic Approac}z, p- 1, note 3).
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Irving Fisher (1867-1947), a mathematician by training, professor at Yale University from
1898 until the end of his career. In particular, he 1s the author of The Nature of Capital and
Income (New York and London: Macmillan, 1906). See Joseph A. Schumpeter, History of
Economic Analysis, pp. 872-873.

The formulae are drawn from the article already cited by M. Riboud and F. Hernandez
Iglesias, “La théorie du capital humain” p. 228: “Capital should be understood here in
accordance with the conception of the market developed by Irving Fisher: we will call cap-
ital every source of future income and, reciprocally, income (all categories of income) is the
product or return of the capital (of different forms of capital ).” See, Joseph A. Schumpeter,
History of Economic Analysis, pp. 898-899, and K. Pribram, A History of Economic Reasoning,
P- 329: “According to Fisher, capital was the whole of things owned by individuals or soci-
eties at some particular moment in time, constituting claims or purchasing power and
being capable of yielding interest.”

The word “machine” seems to be Foucault’s, an allusion or wink to L’Anti-(Edipe of Gilles
Deleuze and Felix Guattari (Paris: Minuit, 1972); English translation by Robert Hurley,
Mark Seem, and Helen R. Lane, Anti-Oedipus. Capitalism and Schizophrenia (New York: The
Viking Press, 1977). On the machine /flows couple, see for example, pp. 43-44; pp. 38-39
of this book. Neither Becker nor Schultz use the term with regard to ability. The latter,
however, proposes to integrate “the innate abilities of man” in “an all-inclusive concept of
technology” in Investment in Human Capital, p. 11.

“Earnings stream” or “income stream.” See for example, T.W. Schultz, Investment in Human
Capital, p. 75: “Not all investment in human capital is for future earnings alone. Some of it
1s for future well-being in forms that are not captured in the earnings stream of the
individual in whom the investments are made.”

Ibid.

See G. Becker, “On the new Theory of Consumer Behavior,” Swedish Journal of Economics,
vol. 75, 1973, pp. 375-395, reprinted in The Economic Approach, pp. 130-149. See H. Lepage,
Demain le capitalisme, ch. VIII: “La nouvelle théorie du consommateur (Les révolutions de
G. Becker).”

G. Becker, The Economic Approach p- 134: “( ... ) this approach views as the prlmary objects
of consumer choice various entities, called commodities, from which utility 1s directly
obtained. These commodities are produced by the consumer unit itself through the pro-
ductive activity of combining purchased market goods and services with some of the house-
hold’s own time.” In his article, “A Theory of the Allocation of Time” Economic Journal, 75,
no. 299, September 1965, pp- 493-517 (repubhshed in The Economic Approach, pp. 90- 114)
Becker sets out for the first time this analysis of the productwn functions of consumption
activities (see M. Riboud and F. Hernandez Iglesias, “La théorie du capital humain”
pp- 241- 242). See H. Lepage, Demain le capzz‘alzsme p- 327: “In this perspective, the consumer
1s not only a being who consumes; he 1s an economic agent who produces Who produces
what? Who produces satisfactions of which he 1s the consumer.’

See T.W. Schultz, Investment in Human Capital, p. 148: “The distinctive mark of human cap-
ital 1s that it 1s a part of man. It is human because it 1s embodied in man, and capiral because
it 1s a source of future satisfactions, or of future earnings, or of both” (a phrase which 1s
taken up again on p. 161 with regard to education as a form of human capital).

See M. Riboud and F. Hernandez Iglesias, “La théorie du capital humain” p. 235: “If, as the
theory of human capital lays down as its hypothesis, an individual’s productivity depends
in part on the capabilities he has inherited at birth and in part (more importantly) on the
capabilities he has acquired through investments, then his level of income at each period of
his life will vary directly with the rising stock of human capital he has at his disposal at
that moment.”

On these questions, see the 6th part of Becker’s The Economic Approach, pp. 169-250:
“Marriage, fertility and the family”; T.W. Schultz, “New economic approach to fertility,”
Journal of Political Economy, vol. 81 (2) part II, March-April 1973; A. Leibowitz, “Home
investments in children,” Journal of Political Economy, vol. 82 (2), part II, March-April 1974.
See M. Riboud and F. Hernandez Iglesias, “La théorie du capital humain” pp. 240-241 (on
the choice between “quantity” and “quality” of children according to the human capital
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that parents wish to pass on to them); H. Lepage, Demain le capitalisme, p. 344 (“La théorie
économique de la démographie”).

See H. Lepage, Demain le capitalisme, pp. 337-343: “L’investissement en ‘capital humain’ et
les écarts de salaire.”

See the list of forms of investment established by T.W. Schultz, Investment in Human Capital,
p- 8:“( ... ) during the past decade, there have been important advances in economic think-
ing with respect to human capital. This set of investments 1s classified as follows: schooling
and higher education, on-the-job training, migration, health, and economic information.”

On this subject, see the list of works cited by T.W. Schultz, ibid., p. 191.

See above, lecture of 14 February 1979, p- 163, note 59.

See Rosa Luxembourg (1971-1 919), Die Akkumulation des Kapitals. Ein Beitrag ur ckonomis-
chen Erklarung des Imperialismus (Berlin: B. Singer, 1913 ); French translation by M. Ollivier,
L’Accumulation du capital. Contribution & Dexplication économique de Iimpérialisme (Paris:
Librairie du travail, 1935), new translation by I. Petit (Paris: F. Maspero, 1967) 2 vols.;
English translation by Agnes Schwarzschild, The Accumulation of Capital (London:
Routledge, 2003).

The motor of development (as opposed to the “circuit”), innovation, according to
Schumpeter, is not assimilated to simple technical progress. Five categories of innovation
can be distinguished: (1) the manufacture of a new good; (2) the introduction of a new
method of production; (3) the opening of a new outlet; (4) the conquest of a new source
of raw materials; and (5) the implementation of a new method of organization of produc-
tion. See J. Schumpeter, The Theory of Economic Development, ch. 2, section 2. It is the
concentration of capital, we recall, that tends to bureaucratize innovation, thus depriving
the enterprise of its essential justification and thereby putting the very survival of capital-
1sm in question (see above, lecture of 21 February 1979, pp. 177-178).

On the limits of the traditional tripartite classification—land, labor, and capital—in the
analysis of economic growth and its inability to account for the “mystery of modern
abundance,” see T.W. Schultz, Investment in Human Capital, pp. 2-4.



