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Figure 3. GDP per capita in North and South Korea, 1950-98.
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* “Institutions as a fundamental cause of long-run growth”
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“Commerce and manufactures can seldom flourish long in any state which does not
enjoy a reqular administration of justice, in which the people do not feel themselves
secure in the possession of their property, in which the faith of contracts is not
supported by law, and in which the authority of the state is not supposed to be
regularly employed in enforcing the payment of debts from all those who are able
to pay. Commerce and manufactures, in short, can seldom flourish in any state in

which there is not a certain degree of confidence in the justice of government.”

Smith (1776), Wealth of Nations, V.3.7


http://www.econlib.org/library/Smith/smWN22.html#B.V, Ch.3, Of Public Debts
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 "Institutions are the rules of the game in a society or, more formally, are the
humanly devised constraints that shape human interaction. In consequence
they structure incentives in human exchange, whether political, social, or
economic” (Douglass North)
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