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What Is the Economy

"Prosperity emerges from structured interdependence."

Why Definition Matters
The question "What is the economy?" may seem theoretical, but it is crucial for understanding how prosperity is created and why poverty persists. Because how we define the economy shapes our views on development, growth, and the factors that influence economic results. If we misunderstand what the economy really is, we risk misinterpreting how prosperity emerges and why it often fails to materialize, and ultimately affecting how we design prosperity itself. This question becomes especially important when we look at one of the most persistent features of the global economy: the widespread poverty among smallholder farmers. Around the world, hundreds of millions of farmers work hard, adopt better technologies, and increase productivity, yet they remain economically limited despite decades of development efforts.
This raises a fundamental question about the relationship between productivity and prosperity, since if productivity improves and knowledge expands, prosperity often still fails to follow, prompting us to ask why some economic systems generate lasting prosperity while others remain limited despite ongoing effort and investment.
Traditionally, the economy is defined as the system of production, distribution, and consumption of goods and services within a society. This definition focuses on economic activity and the mechanisms through which goods and services are produced and exchanged. It emphasizes markets, transactions, and flows of resources, capturing key aspects of economic life by describing how goods are produced, how they move across markets, and how they are consumed. However, it also leaves an important question unanswered because it describes what happens within the economy without explaining what makes economic capability possible in the first place.
Shoham Adizes, in an article published on Mexico Business News (19.2.2026), offers a compelling perspective, suggesting that the economy is the sum of our interdependencies, where each person relies on many others performing specialized roles that together make up the fabric of economic life. The electricity in our homes depends on engineers, grid operators, technicians, and fuel suppliers, while the food on our tables depends on farmers, transporters, wholesalers, and retailers. Even the simplest product reflects the coordinated effort of people spread across regions and often, continents.
Seen this way, the economy is not merely a marketplace where goods and services are exchanged, but a system based on specialization and cooperation where each participant performs a narrow function while relying on others' capabilities. Specialization increases productivity, and interdependence allows specialization to exist, capturing something fundamental about modern prosperity. As societies become more specialized, they also become more interconnected, which speeds up innovation, increases productivity, and raises living standards. This suggests that interdependence is a main driver of economic progress.
Yet, this insight raises a deeper question: if interdependence drives progress, then why do some highly interconnected systems develop new capabilities and achieve sustained growth while others remain fragile despite growing interdependence? Why do certain economies absorb shocks and continue to evolve while others struggle to maintain even modest gains? And why do some societies turn specialization into prosperity, while others remain trapped in cycles of instability and poverty?
These questions suggest that interdependence alone cannot fully explain economic outcomes, since interdependence increases complexity, but complexity alone does not guarantee progress, and as specialization increases systems become more capable but also more dependent on coordination among many participants. The difference between fragility and prosperity may therefore lie not in the presence of interdependence but in how interdependence is organized. This introduces an important refinement: not all interdependence is equal because interdependence that emerges without coordination can increase vulnerability, while structured interdependence can generate new capabilities and sustained growth.
This perspective also challenges a common assumption, since independence is often associated with resilience, while interdependence is sometimes viewed as vulnerability. However, in many areas, the opposite tends to be true: systems that operate in isolation often struggle to adapt, whereas systems that develop structured interdependence tend to create new capabilities and become more resilient over time. Understanding this distinction brings us back to the original question because, if defining the economy helps explain how prosperity is generated and why poverty persists, then clarifying the relationship between independence, specialization, and capability becomes crucial. This leads us to examine what might initially seem like a contradiction: the independence paradox.

The Independence Paradox
If the economy emerges from specialization and interdependence, an important question follows about the relationship between independence and capability, namely whether greater independence strengthens economic capability or limits it. At first glance, independence appears to offer resilience, since the ability to operate without relying on others seems to provide stability, flexibility, and control, an intuition that runs deep in economic thinking and development practice, where independent businesses are often viewed as more adaptable and small producers are frequently encouraged to become self sufficient entrepreneurs capable of managing production, marketing, finance, and risk on their own.
Yet this intuition contains a structural limitation. Consider the simplest possible organization, one composed of a single individual, where that individual must perform every function from production and planning to marketing and finance, creating a structure that offers independence while constraining specialization. When one person performs many roles, capability remains limited, and when any single function fails, the entire system is affected, meaning that independence in this case concentrates risk rather than reducing it.
As systems evolve, specialization begins to emerge, with different individuals performing different roles, allowing specialization to increase and capability to expand as participants develop expertise, improve performance, and create complementary functions that were not previously possible. This specialization also introduces interdependence, since each participant becomes dependent on others to perform complementary roles, which at first glance appears to increase vulnerability.
Yet when specialization is supported by structures capable of integrating these roles, the system becomes more capable and more adaptable, since functions are distributed across participants, knowledge becomes embedded within the system, and multiple pathways emerge for responding to change. This pattern reveals an important insight about the relationship between independence and capability, namely that independence limits specialization and limited specialization constrains capability, while interdependence, when structured effectively, allows specialization to increase and capability to expand.
The key distinction, therefore, is not independence versus dependence, but isolation versus structured interdependence, since systems that operate in isolation must perform many functions simultaneously and therefore struggle to increase capability, while systems that develop structured interdependence distribute functions across specialized participants and create mechanisms that integrate their roles. This reasoning leads to what may be described as the independence paradox, where independence appears to offer resilience yet often limits capability and increases fragility, while interdependence appears to introduce vulnerability yet, when structured effectively, becomes the foundation for increasing capability and sustained prosperity.
This paradox becomes particularly relevant when examining one of the most persistent features of the global economy, where many of the poorest participants, including what are commonly described as smallholder farmers, operate as independent producers whose defining characteristic is not size but structural isolation. For this reason, it may be more accurate to describe them as Solonists, participants who operate largely alone and therefore remain weakly integrated into structured value chains, managing production, financing, logistics, and market access largely on their own, with this independence limiting specialization and constraining participation in structured value chains.
This observation suggests that the structure of economic systems, rather than independence alone, determines economic capability, and if the economy emerges from specialization and interdependence, then prosperity depends on how these relationships are organized. This raises an even broader question about whether this structural pattern extends beyond economic systems, leading us to examine whether the same structural pattern appears across physics, chemistry, biology, and society.

The Pattern Across Domains
The independence paradox raises a broader question about whether the relationship between specialization, interdependence, and capability is unique to economic systems or reflects a more general structural pattern that appears across physics, chemistry, biology, and society. When we look across these domains, a similar process begins to emerge, suggesting that the forces shaping economic prosperity may reflect a deeper structural logic in which increasing specialization leads to growing interdependence, interdependence increases complexity, and complexity creates the potential for new capabilities that emerge when structures evolve to integrate this complexity. When integration evolves alongside specialization, new capabilities emerge, while when integration fails to keep pace, complexity generates fragility rather than progress, revealing a structural observation that appears repeatedly across multiple domains.
The domains differ in substance, yet they display a similar structural logic. This pattern appears first in physics and chemistry, where elementary particles interact through fundamental forces to form atoms with distinct structures and properties, creating specialized configurations that enable new capabilities including stable matter and chemical interaction. Atoms then combine into molecules, creating a new level of organization, and molecules organize into more complex compounds that form macromolecules, with each step increasing specialization, expanding interdependence, and generating new capabilities that did not previously exist.
This pattern continues in biology, where cells specialize into different functions and create interdependence within multicellular organisms, allowing specialized tissues and organs to emerge, each performing distinct roles that integrate into complex organisms capable of movement, cognition, and adaptation. Again, increasing specialization leads to interdependence, and structured integration generates new capabilities that expand the functional capacity of the system.
Society follows the same structural logic, as individuals specialize into professions and roles and become interdependent through institutions and value chains, allowing economic systems to grow more complex and generate new capabilities when structures integrate this complexity. These capabilities include large scale production, innovation, and sustained economic growth, reflecting the same structural progression observed across other domains.
This progression follows a consistent structural sequence in which structure enables specialization, specialization creates interdependence, interdependence increases complexity, structure integrates complexity, integration generates capability, and capability generates prosperity. This progression also reveals that interdependence alone is not sufficient, since interdependence without structure increases fragility, while structured interdependence generates capability, meaning that the difference between fragility and resilience lies in the structures that integrate specialization and coordinate interdependent roles.
This process is not guaranteed, since systems can regress when integration fails or when complexity outpaces structure, as seen in physics when stars collapse under gravitational imbalance, in chemistry when unstable molecules break apart, in biology when ecosystems collapse as interdependent relationships weaken, and in society when economic systems become fragile as specialization expands without integration. These examples illustrate an important distinction, namely that complexity alone does not generate progress, and poorly structured complexity can increase fragility rather than capability, meaning that resilience emerges not from independence but from structured interdependence that integrates specialization into coherent systems.
Seen from this perspective, economic systems follow the same structural logic, as individuals specialize, interdependence expands, complexity increases, and value chains integrate this complexity to generate new capabilities that allow economies to produce productivity, innovation, and prosperity. This structural pattern suggests that prosperity is not an isolated economic phenomenon but part of a broader structural process that appears across multiple domains, where increasing complexity, when properly integrated, generates new capabilities and expanding capability enables prosperity.
Understanding this process helps explain why some systems generate sustained prosperity while others remain constrained despite increasing effort and activity, bringing us back to the central question of the column. If specialization and interdependence generate capability across physics, chemistry, biology, and society, then economic prosperity may emerge from the same structural logic, and understanding this logic requires examining how specialization and interdependence are organized within economic systems, particularly within value chains that integrate participants into higher capability systems.

Solonists and Structural Isolation
If the same structural pattern appears across physics, chemistry, biology, and society, then economic systems should follow the same logic, where systems that increase specialization and integrate interdependence generate new capabilities while systems that remain fragmented remain constrained. This distinction becomes particularly clear when examining one of the most persistent features of the global economy, namely the widespread poverty of smallholder farmers whom we earlier described as Solonists, participants operating in structural isolation from the broader value chain.
Across developing economies, many of these participants operate as highly independent producers, managing production, financing, logistics, quality control, and market access largely on their own, with this independence limiting specialization and constraining their participation in structured value chains. As a result, even when productivity improves, overall economic capability remains limited, reflecting the inverse of the structural pattern described earlier, where specialization and integration generate capability, while independence and fragmentation constrain it.
The contrast becomes clearer when comparing fragmented systems with structured value chains. In integrated value chains, different participants specialize in distinct roles such as production, logistics, quality management, financing, marketing, and distribution, and these specialized roles become interdependent as structures emerge to integrate them. This integration generates capabilities that individual participants cannot achieve independently, including access to premium markets, improved quality, reduced risk, and more stable income.
In fragmented systems, these functions remain disconnected, with production decisions made without reliable market signals, logistics remaining inconsistent, quality standards varying, and financing limited. These fragmented structures prevent specialization from emerging and limit the development of new capabilities, meaning that even when productivity improves, the economic ceiling of the system remains constrained.
This observation leads to an important insight that Solonists are not poor because they are small, but because they are structurally isolated from the value chains that enable specialization and capability, with independence limiting specialization, constraining integration, and preventing the emergence of higher level capabilities. This insight also challenges a widely held assumption in development practice, where many programs focus on strengthening individual capabilities by improving production, marketing, and financial management, efforts that improve skills and knowledge but may unintentionally reinforce structural isolation.
If prosperity depends on increasing specialization and structured interdependence, then strengthening independence alone may move systems in the opposite direction, meaning that the central challenge is not to make participants more independent but to integrate them into value chains capable of organizing specialization and generating higher economic capability. From this perspective, the poverty of these participants is not primarily the result of insufficient effort, knowledge, or technology, but reflects a structural condition characterized by limited specialization, weak integration, and constrained economic capability, where even when technology improves productivity the absence of structured integration prevents new capabilities from emerging.
This insight extends beyond agriculture, since the same structural principles that shape this condition also shape organizations, industries, and national economies, where systems that organize specialization and integrate capabilities tend to generate sustained prosperity while systems that remain fragmented and isolated remain constrained. Seen in this light, structural isolation is not simply a development challenge but a structural feature of economic organization, meaning that addressing it requires shifting the focus from improving isolated performance to designing structures capable of integrating specialization into higher capability systems.
This brings us back to the central question of this column, since if prosperity emerges from structured specialization and interdependence, then understanding the economy requires examining the structures that organize these relationships, leading to the final step of defining the economy itself and identifying the foundation of prosperity.

Defining the Economy
The discussion so far brings us back to the central question of this column: What is the economy. If prosperity emerges from specialization and interdependence that are integrated into structured systems, then the economy must be understood through the structures that organize these relationships. Traditionally, the economy is described as the system of production, distribution, and consumption of goods and services, a definition that captures economic activity but does not fully explain how economic capability emerges, since it describes what happens within the economy without identifying the structural foundation that determines how prosperity is generated.
Seen from the perspective developed in this column, economic activity emerges from value chains that connect specialized participants into coordinated systems, where these value chains organize specialization, integrate interdependence, and enable capabilities that individual participants cannot generate independently. The economy, therefore, is not merely the activity of production and exchange, but the structured system of interconnected value chains through which specialization and interdependence generate economic capability, clarifying the distinction between economic activity and economic capability, where activity can increase without generating prosperity, productivity improvements can occur without expanding capability, and technology can improve efficiency while leaving structure unchanged, allowing systems to become more efficient within existing constraints while their economic ceiling remains limited.
Economic capability, by contrast, expands when value chains evolve to integrate higher levels of specialization, allowing new participants to emerge, roles to become more specialized, coordination to improve, and new capabilities to develop that allow systems to produce more value, adapt more effectively, and generate sustained prosperity. From this perspective, prosperity is not simply the result of productivity, capital, or technology, since these factors influence efficiency while the economic potential of a system is determined primarily by its structure, a perspective that complements traditional economic thinking by explaining how productivity, capital, and technology become effective only when integrated into structured systems.
This structural progression follows a consistent sequence in which structure enables specialization, specialization creates interdependence, interdependence increases complexity, structure integrates complexity, integration generates capability, and capability generates prosperity, explaining why some economies grow rapidly while others remain constrained. Economies that develop structured value chains increase specialization and generate new capabilities, while economies that remain fragmented limit specialization and constrain capability, meaning that the difference between prosperity and poverty lies not only in resources or technology but in the structure that organizes economic activity.
This insight also resolves the independence paradox discussed earlier, since independent participants often remain limited in capability because specialization remains constrained, while integration into structured value chains allows participants to specialize, participate in higher complexity systems, and benefit from capabilities that emerge only at the system level. Seen in this light, the economy can be understood as the structured system of interconnected value chains through which specialization and interdependence generate economic capability, and prosperity emerges when these structures evolve and generate capabilities that allow societies to produce more value than they consume.
This definition brings us back to the question that opened this column, since Solonists remain economically constrained not because of limited effort or knowledge, but because they operate in fragmented structures that limit specialization and integration. The foundation of prosperity therefore lies not primarily in productivity, capital, or technology, but in the structures that organize specialization and integrate interdependence into systems capable of generating new capabilities, so that when these structures evolve prosperity emerges not as a policy objective but as a structural outcome.
This perspective also connects back to the broader pattern observed across physics, chemistry, biology, and society, where increasing specialization and structured interdependence generate new capabilities, meaning that economic prosperity follows the same structural logic. As value chains evolve and integrate, capability increases and prosperity emerges, shifting the focus from improving isolated activities to designing systems that integrate specialization and expand capability, where prosperity emerges not as an aspiration but as a structural outcome.
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Subscribe here, free!
"Mental and Economic Freedom Are Interconnected."

See you soon, 
Nimrod
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Dr. Nimrod Israely is the CEO and Founder of Dream Valley and Biofeed companies and the Chairman and Co-founder of the IBMA conference. +972-54-2523425 (WhatsApp), or email nisraely@biofeed.co.il

P.S.
If you missed it, here is a link to last week's blog, “The Prosperity Puzzle: Why Prosperity Requires Structure“.
P.P.S.
Here are ways we can work together to help your agro sector and rural communities step forward and shift from poverty into ongoing prosperity:
* Nova Kibbutz and consultancy on rural communities' models.

* Local & National programs related to agro-produce export models - Dream Valley global vertical value and supply chain business model and concept connects (a) input suppliers with farmers in developing economies and (b) those farmers with consumers in premium markets.

* Crop protection: Biofeed, an eco-friendly zero-spray control technology and protocol. 


You can follow me on LinkedIn, YouTube, and Facebook. 
*This article addresses general phenomena. The mention of a country/continent is used for illustration purposes only.
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