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I OFTEN ASK students in my adult-education classes, "What event in 1776 had the most influence on world civilization?"

They invariably answer, "The American Revolution."

To which I reply, "Wrong!"

The correct answer is, of course, the publication of The Wealth of Nations. In this seminal work, economist Adam Smith laid out the workings of a free market and forever changed how governments think about and act on the development of their economic systems.

History has since demonstrated that how well a government manages economic development often makes all the difference between prosperity and penury.

Many Rhode Island politicians seem to have forgotten (or perhaps have never understood) the basic principles first described by Adam Smith and since elaborated upon by a host of economists. With all the moving and shaking going on about a casino in Rhode Island, they could use a lesson in basic economics.

We must first understand that all types of commercial enterprise may be arranged on a continuum, according to the enterprise's relative contribution to the community. Smith described this contribution to the community -- "the wealth of nations" -- as the "mutual and reciprocal gain" that results from the division of labor applied to the conversion of raw materials into goods for sale.

Over the years since Smith, the conversion of raw materials -- otherwise known as manufacturing -- has been extended to include other value-added activities, such as personal and financial services, education, health care, and so forth.

The relative contribution to society of each of these types of enterprise is determined by how many times the same unit of money is "turned over" in order to make or deliver the product or service. This multiplier has greater or lesser effect on the economy depending on the type of product or service.

For example, in the manufacture of hard goods, the entrepreneur must buy raw materials from another entrepreneur, who in turn must buy raw materials from another . . . going back to the raw materials' being dug from the earth, raised from the sea, or grown on a farm.

Service enterprises also require raw materials, though never in the quantities required by manufacturing.

Similarly, the labor used to make or deliver the product or service carries with it a multiplier based on the resources the laborer needs to buy in order to do his or her job. For example, a worker with children needs to buy day care. And a worker who lives at a distance from the job needs to buy transportation.

Typically, the multiplier associated with manufacturing is seven times the gross sales. It is the largest of all the enterprise multipliers.

On the opposite end of the economic scale is casino gambling. Because of the relatively low overhead required to operate a casino and the enormous potential profit, this form of enterprise possesses essentially a negative multiplier: It sucks money out of the economy, because most of the money spent in a casino is not spent again by the casino to buy materials or labor; it is taken away by the casino operator as profit.

While it is true that building a casino creates jobs, construction jobs are temporary and casino-job salaries never amount to more than a small percentage of the gross sales. Remember, too, that all this expense over the long term is far less than the profits taken out of the economy by the casino operator. The multiplier remains negative.

Over 100 years ago, the Blackstone Valley was some of the most heavily industrialized real estate on earth. Workers came from all over the world for jobs in a dynamic manufacturing economy.

Over the years, though -- through greed, carelessness, neglect and abuse -- we have lost our competitive edge. We consume more than we produce. Meanwhile, more and more Rhode Islanders seek relief and support from the state, or the lifetime security of state employment. And too many of our politicians are corrupt, too many of our institutions burdened by a legacy of unethical behavior.

Our corporate wealth as a state would be better spent in building needed infrastructure, supporting manufacturing, and reducing the overall cost of doing business in Rhode Island. An economy, never mind a state, too dependent on self-absorbing ventures like casino gambling cannot prosper.

We must tell our legislators in loud and certain terms that gambling, along with being a dangerous amusement, removes value from our economy.

Investment in manufacturing creates good jobs and puts a steady stream of money into our economy. Manufacturing activity develops the economy through supply of the greatest multiplier of all known enterprises. By contrast, gambling is a tax on the naive and the addicted -- a tax most of whose revenue goes to the casino owners, not to the local economy.
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