
		
			
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
		

	

[image: Image]

THE WEALTH OF NATIONS

ADAM SMITH was born at Kirkcaldy, on the east coast of Scotland, in 1723. He was educated at his local school, then Glasgow University (1737–40), where he studied under Francis Hutcheson, and Balliol College, Oxford (1740–46). Two years after his return to Scotland, Smith moved to Edinburgh, where he delivered lectures on Rhetoric which did much to establish his early reputation. In 1751 he was appointed Professor of Logic at Glasgow, but was translated to Hutcheson’s old chair of moral philosophy in 1752. He held this appointment until 1764, during which tenure he published, in 1759, The Theory of Moral Sentiments. In 1764 Smith resigned his professorship to become tutor to the young Duke of Buccleuch. This office took him to France, where he travelled extensively, and met many of the leading thinkers of the day, among them Voltaire, Quesnay, Turgot and Helvetius. Smith continued to write The Wealth of Nations in France and furthered his research after his return to Britain in 1766. The book was published in 1776, the same year as the American Declaration of Independence. In 1778 Smith was appointed as Commissioner of Customs based in Edinburgh and was a resident of the city until his death in 1790. He was elected Lord Rector of Glasgow University in 1787, succeeding his friend Edmund Burke. Smith’s life was relatively uneventful, and his disposition absent-minded and retiring, yet he wrote with vigour and did not lack courage; a fact attested to by his defence of the character of the alleged atheist David Hume after the latter’s death.
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PREFACE

The present edition of what is now volume I of The Wealth of Nations was first published in 1970, with revisions introduced in 1974 and 1979. Originally the constraints of space dictated that Books I–III only were included in the Penguin edition (1970), but in the hope, now realized, that Books IV and V would be published in a separate volume. The decision to complete the edition provided me with an opportunity to prepare an additional introduction which comments on Smith’s treatment of physiocracy, mercantilism and his views on the role of the state.


The version of Books I–III here reprinted follows the text of the fifth edition although the spelling and punctuation have been modernized. The introduction is not significantly different in shape, although the opportunity has been taken to move reference to the text and to simplify the footnotes.

There are no substantial changes to sections 1 and 2. Section 3 has been modified in order to elaborate, inter alia, on the psychological assumptions of The Theory of Moral Sentiments and the theory of growth. This version follows the argument of chapter 7 of my System of Social Science (1996) and appears with the permission of Oxford University Press.

The conclusion has been rewritten partly with a view to take account of recent critical literature.

I owe immense debts to Professor Thomas Wilson, to the late A. L. Macfie and to Lord Robbins. My wife has borne with my various struggles over many years with enormous patience, for which I remain deeply grateful.



Andrew S. Skinner
Glasgow, August 1999
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ANALYTICAL INTRODUCTION

ADAM SMITH’S literary output brought him great fame during his own lifetime; a reputation initially founded on The Theory of Moral Sentiments and firmly consolidated by his major work.


When The Wealth of Nations was first published in March 1776 David Hume wrote to his old friend in terms of the greatest praise, while qualifying his hopes by remarking that ‘the reading of it necessarily requires so much attention, and the public is disposed to give so little, that I shall still doubt for some time of its being at first very popular’. (Corr., letter 150.) Strahan, Smith’s publisher, wrote very much in the same vein when commenting that the sales of the book had been much more ‘than I could have expected from a work that requires much thought and reflection (qualities that do not abound among modern readers) to peruse to any purpose’. (Corr., p. 193 n.) But despite the doubts of Smith’s friends, the book sold well, perhaps because the general ‘philosophy’ which it contained was so thoroughly’ in accord with the aspirations and circumstances of the age. In a work which did not eschew the weapons of rhetoric and irony, Smith stated his famous theme of economic liberty with telling force, and in a manner which apparently caught and held the attention of some contemporaries. Indeed, the arguments of The Wealth of Nations seemed to lend a certain sanctity to the self-interested pursuit of gain, by showing that such activity was productive of benefit to society at large; by demonstrating that the enterprise of individuals was capable, when left free of regulation, of carrying the standard of material well-being to heights hitherto impossible and scarcely calculable. In the words of one (rather bitter) critic, Smith seemed to have provided a great ‘masked battery’,1 whose fire could be used to support the pretensions of the emergent mercantile or manufacturing interests (whose motives Smith often doubted) and to sweep away those institutional obstacles to which every society or economy in a process of transition is inevitably subject. To some contemporaries Smith’s message was both powerful and attractive, while to ourselves, armed with the benefit of hindsight, he appears as the herald if not the prophet of a new order.

Yet Hume was undoubtedly correct in stating that the book requires ‘attention’, the reason being that The Wealth of Nations, which so frequently has the air of a tract for the times, is in reality a considerable analytical performance. The economic ‘analytics’ are contained in the first two books and would appear to be particularly worthy of our attention for a number of reasons, few of which in all probability explain the immediate impact of the work, although they may explain its continuing importance.

Smith was concerned with a type of economy recognizably ‘capitalist’ in outline, and his purpose was to expose the basic laws of motion which govern its operation. In successfully undertaking this revolutionary task, Smith left us a book of lasting relevance: a book which contains in effect a great system of thought, constructed by first analysing individual problems (such as the determinants of price, or distribution) before going on to demonstrate their mutual connexion and thus the interdependence of all economic phenomena. Looked at in this light, Smithian economics in fact provides the reader with the analytical means of understanding the modus operandi of a particular type of economy, and with a body of theory which falls exactly within his own definition of the nature and purposes of the intellectual system:



Systems in many respects resemble machines. A machine is a little system, created to perform, as well as to connect together, in reality, those different movements and effects which the artist has occasion for. A system is an imaginary machine, invented to connect together in the fancy those different movements and effects which are already in reality performed. (Astronomy, IV.19.)2

It is probably no more than the truth to suggest that Smith’s real sophistication is to be seen in the vast analytical system with which he provided us, rather than in his contribution to individual areas of economic analysis. It is certain that the systematic character of Smith’s formal economics is of great historical importance, not merely because of the extent of his coverage but also because he in fact provided the foundation of a great edifice, which has been extended rather than destroyed by those who followed.


However, while the economist may be pardoned for concentrating on this aspect of Smith’s work, it is to be remembered that his system building went well beyond the analytics of the major book. In this connexion it is instructive to recall that the source of Smith’s initial fame was (social) philosophy, rather than economics, and that he himself regarded The Moral Sentiments and The Wealth of Nations as but parts of a single, greater whole; as the parts of a grand synthetic system which he hoped to complete with a published account of ‘the general principles of law and government, and of the different revolutions which they had undergone in the different ages and periods of society’.3 The area of study just mentioned embraces a particular type of historical (and sociological) exercise and a discipline which is clearly distinct from philosophy and economics.4 Smith himself appears to have viewed the areas of analysis just mentioned in exactly this light; a fact which constitutes a major part of his achievement and which makes it possible to examine any one section of his thought in isolation from the others. However, precisely because Smith viewed his philosophical, historical and economic work as parts of a single whole, we should perhaps expect that a useful perspective on any one may be gained by paying at least some attention to the others. This judgement would appear to be particularly valid in the case of The Wealth of Nations, not least because the latter work, taken in conjunction with the two other relevant areas, demonstrates that Smith may be described not just as an economist but also as a social scientist in the broadest sense of the term.

Smith never lost sight of the fact that the study of economic phenomena involves the examination of one aspect of the activities of man in society. The modern economist would of course accept this view, although Smith’s position may differ in the degree of attention given to the fact in question; a degree of attention which may reflect not only Smith’s wide range of competence but also his interest in the economy as an entity. It is certainly true that the theoretical economics of The Wealth of Nations rests upon two assumptions of a broadly sociological character: first, that man is found in the social state, and second, that man will be found within a particular type of social structure wherever the exchange economy prevails. Both assumed conditions are verifiable in fact, but Smith went further than the simple empirical exercise in offering some explanation of the relevant phenomena, in the philosophical and historical works respectively. This point alone makes the theory of history, and The Theory of Moral Sentiments, relevant for the student of Smithian economics, in the sense that both areas of analysis help to establish certain premises (sociological and psychological) of The Wealth of Nations. Moreover, the relationships between the parts of Smith’s grand synthetic system are positively instructive not least because they enabled Smith to demonstrate that economic advance has sociological consequences which are not always of a beneficent tendency.

Accordingly, this introduction to Smithian economics will be divided into three sections. In the first we shall be concerned with the Moral Sentiments, and with Smith’s analysis of man’s disposition to, and fitness for, society. The argument is particularly relevant for our purposes in that it serves to expose the minimum conditions which must be satisfied before society can subsist together with the psychology employed in Smith’s economics.

In the second part we shall consider Smith’s views as to the form and historical origin of the particular type of social and political structure which is assumed in the economic sections of The Wealth of Nations.

Finally, we consider in broad outline the content and purpose of Smith’s economics, placing most emphasis on the theme of interdependence, and on its broadly systematic character.

Throughout the present argument, an attempt is made to elucidate the interconnexions which exist between the formally separate areas of Smith’s thought, at least by indicating that we may proceed from one to the other in a fairly clear and logical order. At the same time, it is hoped that an argument of this kind will demonstrate the truth that each of the relevant areas is linked by common doctrines, particularly as regards the psychology of man, and the manner in which human activities are controlled by, and help to create, certain social institutions.



SECTION 1: THE SOCIAL PHILOSOPHY1

I

Adam Smith’s The Theory of Moral Sentiments has much in common with the works of contemporaries, such as Hutcheson, Hume, George Turnbull and Thomas Reid. Indeed, if we add the names of Henry Home (Lord Kames), Adam Ferguson and Dugald Stewart to this list it may be said that such men comprised a distinctive School of Scottish Philosophy.2


The term ‘school’ is used advisedly in that the writings of its members disclose certain common elements; elements which appear in all areas of Smith’s work.

First, the method employed was empirical rather than speculative, owing more to the example of the Novum Organum (1620) than to Descartes’ Discours de la Méthode (1637). Bacon was almost as much admired as Montesquieu in Scottish intellectual circles, but unquestionably the main debt, in respect of method, was due to Sir Isaac Newton. Newton, as an exponent of the ‘experimental method’, appeared to be the author of a new synthesis, in that he effected a union between the inductive approach associated with Bacon and the more purely deductive tradition of which Descartes was the representative. Indeed, Newton himself had explicitly suggested that the ‘experimental method’ which he had used in natural philosophy could be profitably applied to moral philosophy itself.3

Second, the work of the School shows a concern with the nature of human behaviour and with the fact that man is generally found not in the isolated but in the social state. It was also clearly recognized that the scientific study of human nature was an essential prelude to the study of problems both sociological and philosophical in character, so that in this respect Hume’s position commanded wide agreement: ‘As the science of man is the only solid foundation for the other sciences, so the only solid foundation we can give to this science itself must be laid on observation and experience.’4

Third, the philosophy of the School maintains that while observation, introspection and reason enable us to establish the characteristics or ‘propensities’ of human nature, these propensities exist independently of our knowledge of them. The School in fact generally adopted the position that certain characteristics are implanted in man by the Author of Nature, thus providing the means by which a Rational (Divine) Plan, whose purposes are not always known to man, is unfolded.

Fourth, the members of the School shared a common interest in two questions which were considered to be of particular importance for the moral philosopher. First: ‘by what means does it come to pass, that the mind prefers one tenour of conduct to another?’ And second: ‘wherein does virtue consist? Or what is the tone of temper and tenour of conduct, which constitutes the excellent and praiseworthy character?’5

While our main interest here is in the content of Smith’s social (as distinct from moral) philosophy, the two areas are so inter-connected as to be virtually indistinguishable, the reason being that the answers provided to the two questions above mentioned helped Smith to explain man’s fitness for that social state in which he is generally found.

In demonstrating man’s fitness for society, Smith’s argument rests on certain judgements with respect to human nature. Specifically, he suggested that man is endowed (by the Author of Nature) with certain faculties (such as reason or imagination) together with particular propensities (such as self-love or fellow feeling);6 propensities which at once incline man to the social state and at the same time prove potentially disruptive of it.

On Smith’s argument, the existence of selfish (or at least self-regarding) propensities suggests that those facets of human nature which incline man to the social state cannot of themselves be sufficient to sustain it in any degree of harmony or order. In other words, certain sources of control are required over the self-regarding activities of individual men; sources of control such as the rules of justice and morality which must be known and observed by the members of any social group. Of itself, the point is perhaps unexceptional, but Smith’s discussion of the necessity and origin of those general rules which guide the activities of men is of great importance, not least because it exposes one of the most characteristic features of his thought. Briefly stated, it may be said that some aspects of human nature require certain sources of control, while others ensure that they do in fact develop. Smith’s argument thus suggests that social order becomes possible by virtue of the restraints which individuals impose upon themselves, thus unfolding at least part of a Divine Plan; a Plan which is given substantial expression by virtue of the activities of individuals who are quite unconscious of the end which these activities help to promote. In what follows we shall make some attempt to delineate the main elements of Smith’s argument with a view to exposing the conditions which must be satisfied before orderly social existence is possible. Looking at the Moral Sentiments from this point of view, it will be convenient to start with the central concept of ‘propriety’ that is, with Smith’s account of the way in which the individual forms judgements (applied both to himself and others) concerning what is fit and proper to be done or to be avoided.



2

In Smith’s view, the process by which we distinguish between objects of approval or disapproval involves a complex of abilities and propensities which include sympathy, imagination, reason and reflection. To begin with, he stated, (following Hume), that man is possessed of a certain ‘fellow feeling’:

How selfish soever man may be supposed, there are evidently some principles in his nature which interest him in the fortune of others, and render their happiness necessary to him, though he derives nothing from it except the pleasure of seeing it. (TMS, I.i.1.1.)

This ‘fellow feeling’, or interest in the situation of others, is important in that it permits us to feel joy or sorrow for the fortune or misfortune of others, and to look, as it were, with a sympathetic eye upon their circumstances. The same disposition also enables us to judge as to the nature of the situation in which others find themselves; for example, as to whether or not this situation contributes to the happiness or unhappiness of the individual. In doing this, we stand in the relation of bystander or spectator, and Smith was careful to argue that, ‘As we have no immediate experience of what other men feel, we can form no idea of the manner in which they are affected, but by conceiving what we ourselves should feel in the like situation.’ (I.i.1.2.) An expression of sympathy (broadly defined) for others thus involves an act of reflection and imagination in the sense that in observing the situation of another we can only form an opinion ‘by changing places in fancy’ with him.

Having established these basic principles as regards the way we judge others, Smith went on to apply them to the explanation of our sense of propriety.

The question of propriety becomes relevant when we go beyond the consideration of the circumstances facing the subject, to examine the extent to which his actions or ‘affections’ are appropriate to the conditions under which they take place, or the objects which they seek to attain. Smith thus defined propriety or impropriety to consist in ‘the suitableness or unsuitableness, in the proportion or disproportion, which the affection seems to bear to the cause or object which excites it’. (I.i.3.6.)

Given the principles so far established, it follows that where the spectator of another man’s actions seeks to form an opinion as to its propriety, he must ‘bring home to himself’ both the circumstances and the actions of the person judged. As before, Smith argued that an act of judgement on the part of the spectator must involve an effort of imagination and comparison, since, ‘When we judge… of any affection as proportioned or disproportioned to the cause which excites it, it is scarce possible that we should make use of any other rule or canon but the correspondent affection in ourselves.’ (I.i.3.9.) The same basic principles also apply, Smith argued, when the individual seeks to form an opinion as to the propriety of his own conduct. In this case we act not as the spectator of another’s conduct but rather seek to judge our own by visualizing the manner in which the real or supposed spectator might react to it:

We can never survey our own sentiments and motives, we can never form any judgment concerning them; unless we remove ourselves, as it were, from our own natural station, and endeavour to view them as at a certain distance from us. But we can do this in no other way than by endeavouring to view them with the eyes of other people or as other people are likely to view them. (III.1.2.)

Now this argument means that the actions of men are always judged by some agency regarded as external to themselves; that is, by either the real or supposed spectators of their conduct. This in turn indicates that the actions of the person judged will be considered proper or improper, worthy of approval or disapproval, according to the degree to which the spectator can agree or sympathize with them. As Smith put it: ‘To approve of the passions of another… as suitable to their objects, is the same thing as to observe that we entirely sympathize with them.’ (I.i.3.1.) He added: ‘When the original passions of the person principally concerned are in perfect concord with the sympathetic emotions of the spectator, they necessarily appear to this last just and proper.’ This argument raises two distinct but connected problems affecting the person judged, and the person judging.

In the first place, it is evident that the spectator can only ‘enter into’ the situation of another to a limited degree; the problem being that we have ‘no immediate experience of what other men feel’. As Smith pointed out: ‘Mankind, though naturally sympathetic, never conceives for what has befallen another, that degree of passion which animates the person principally concerned.’ (I.i.4.7.) In recognition of this point, Smith went on to argue that the degree to which the spectator can enter into the situation of another may involve a virtue, the ‘soft and amiable virtue of sensibility or humanity’. Second, it is evident that if the reactions of the spectator provide the means by which the conduct of others is judged, and if the spectator has no immediate experience of what ‘other men feel’, then it follows that an action considered proper by the spectator must involve an element of restraint on the part of the agent. In other words, the person judged of can only attain the agreement and thus the approval of the spectator ‘by lowering his passion to that pitch in which the spectators are capable of going along with him. He must flatten, if I may be allowed to say so, the sharpness of its natural tone, in order to reduce it to harmony and concord with the emotions of those who are about him.’ (ibid.)

It thus follows that before an action taken, or feeling expressed, by the agent can be approved of by the spectator, there must be a certain ‘mediocrity’ in expression; an element of self-control with which Smith associated the ‘awful and respectable virtue’ of self-command.

The argument so far establishes two important results. First, it suggests that man has the ability to judge the actions both of himself and others by virtue of his powers of fellow-feeling, reflection and imagination. Second, the argument suggests that before the spectator can approve the actions or feelings of others as suitable to their objects, there must be a certain restraint on the part of the agent. It will be observed that neither the ability to judge nor the recognition of the nature of a sense of propriety is sufficient to ensure that the individual will impose any restraint on his actions, feelings or affections. We may, for example, deplore our own practices, and happily spend the proceeds; we may recognize that others deplore our activities and conveniently ignore them. In Smith’s model the logical problem thus raised is at least partially solved by the argument that man is naturally disposed to seek the approval of his fellows, and also to be worthy of approval:

Nature, when she formed man for society, endowed him with an original desire to please, and an original aversion to offend his brethren. She taught him to feel pleasure in their favourable, and pain in the unfavourable regard. She rendered their approbation most flattering and most agreeable to him for its own sake; and their disapprobation most mortifying and most offensive. (III.2.6.)

It is precisely because the individual regards the opinions of the spectator as important, and because he seeks approval, that he imposes upon himself a degree of restraint or self-command. However, Smith went on to suggest that:

This desire of the approbation, and this aversion to the disapprobation of his brethren, would not alone have rendered him fit for that society for which he was made. Nature, accordingly, has endowed him not only with a desire of being approved of, but with a desire of being what ought to be approved of; or of being what he himself approves of in other men. (III.2.7.)

The individual is thus, on Smith’s argument, subject to two types of jurisdiction, both of which serve to control his feelings and actions; the jurisdiction of the actual spectator and that of his own conscience – the jurisdiction of what Smith called the ‘man without’ and the ‘man within’ the ‘great judge and arbiter’ of our conduct. (III.2.32.)

3

As the statements just quoted serve to indicate, one purpose of Smith’s argument was to demonstrate man’s disposition to, and fitness for, society. It will be evident that this analysis depends in large measure on the existence of certain propensities in human nature which incline man to society; propensities such as fellow feeling and the desire to attain the approval of his brethren.

However, as we observed earlier, Smith criticized Hutcheson for failing to give due weight to man’s selfish propensities, and to the fact that: ‘Every man… is much more deeply interested in whatever immediately concerns himself, than in what concerns any other man.’ (II.2.1.) Recognition of this fact presented Smith with two problems. In the first place, he noted that because man tends to be more conscious of himself than others, a general disposition to gain the approval of his fellows may be inadequate to ensure control over his actions and passions. In the second place, he observed that because men actively pursue certain objectives with the object of bettering their material or social position, the individual may act in ways which have hurtful consequences for others. We may take these problems in turn.

1. As we have already noted, the individual who seeks to form a judgement as to the propriety of his own actions ‘can do this in no other way than by endeavouring to view them with eyes of other people’.7 Now on Smith’s argument, there are two occasions on which we are likely to examine our own conduct, and when we ‘endeavour to view it in the light in which the impartial spectator would view it. First when we are about to act, and secondly, after we have acted.’

In both cases Smith suggested that our judgements were likely to be partial, that is, less objective than would be required to form an accurate assessment. With respect to the first of these occasions, Smith pointed out: ‘When we are about to act, the eagerness of passion will seldom allow us to consider what we are doing with the candour of an indifferent person.’ (III.4.3.) As regards the second occasion, he observed: ‘It is so disagreeable to think ill of ourselves that we purposely turn away from those circumstances which might render judgement unfavourable.’ (III.4.4.) In short, we suffer from the real danger of self-delusion or self-deceit, and Smith went on in a manner echoed by Robert Burns to argue that:

This self deceit, this fatal weakness of mankind, is the source of half the disorders of human life. If we saw ourselves in the light in which others see us, or in which they would see us if they knew all, a reformation would generally be unavoidable. (III.4.6.)

It is obvious, given the existence of this ‘fatal weakness’, that in particular instances a general disposition to seek the approval of our fellows may be an inadequate source of control. However, in Smith’s model the resulting problem was partially solved by introducing the concept of ‘general rules’ of morality or behaviour. These rules Smith regarded as being ‘of great use in correcting the misrepresentations of self love’, going on to argue that without them ‘there is no man whose conduct can be much depended upon’. Such rules provide us with an idea of ‘what is fit and proper to be done or to be avoided’ and thus provide the individual with a guide or yardstick against which he can at all times measure the propriety of his own behaviour.

It may be observed that Smith’s explanation of the origin of these general rules does not involve any principle in addition to those we have already considered. As we have noted, man is able to form judgements in particular cases by virtue of his powers of fellow feeling, reflection and imagination. Smith simply argued on this basis that general rules ‘concerning what is fit and proper’ are the result of our ‘continual observations upon the conduct of others’. (III.4.8.) Specifically, Smith argued that a knowledge of particular cases enables man, by using his faculty of reason and the technique of induction, to frame general rules of justice and (positive) morality; rules which serve to guide or control his behaviour:

It is thus that the general rules of morality are formed. They are ultimately founded upon experience of what, in particular instances, our moral faculties, our natural sense of merit and propriety, approve or disapprove of. We do not originally approve or condemn particular actions; because, upon examination, they appear to be agreeable or inconsistent with a certain general rule. The general rule, on the contrary, is formed, by finding from experience, that all actions of a certain kind, or circumstanced in a certain manner, are approved or disapproved of. (III.4.8.)

It is also worth observing that a regard to these general principles is normally ensured, on Smith’s argument, by man’s desire to be worthy of approval, by the voice of the ‘man within the breast’, allied to an opinion ‘first impressed by nature and afterwards confirmed by reasoning and philosophy, that these important rules of morality are the commands and laws of the Deity’.

2. The second main problem is presented by the fact that man is an active being; that is, one disposed actively to pursue objectives which will command the admiration of his fellows: what are the advantages ‘we propose by that great purpose of human life which we call bettering our condition? To be observed, to be attended to, to be taken notice of… are all the advantages we can propose’ from it. (I.iii.2.1.) While Smith was able to regard such objects with the detachment of the philosopher, he recognized that they were natural to man and indirectly productive of benefit to society at large; productive of benefit in that the drive to better our condition brings in its train the development of productive forces in an economic sense. There was, he felt, a deception involved in this process, since the conveniences which we imagine wealth and rank will bring us are rarely realized, but he added that:

… it is well that nature imposes upon us in this manner. It is this deception which rouses and keeps in continual motion the industry of mankind. It is this which first prompted them to cultivate the ground, to build houses, to found cities and commonwealths, and to invent and prove all the sciences and arts, which ennoble and embellish human life; which have entirely changed the whole face of the globe, have turned the rude forests of nature into agreeable and fertile plains, and made the trackless and barren ocean a new fund of subsistence, and the great highroad of communication to the different nations of the earth. (IV.1.10.)

This is an important argument not only because it indicates that the objectives of self-interested action have a social reference but also because it is directly relevant to Smith’s treatment of economics and his analysis of man’s ‘gradual progress’ from the ‘rude’ to the civilized state. However, for our present purpose, the argument is chiefly important because it enabled Smith to point out that the self-interested pursuits of individuals were a fertile source of civil discord:

… place, that great object which divides the wives of aldermen, is the end of half the labours of human life; and is the cause of all the tumult and bustle, all the rapine and injustice, which avarice and ambition have introduced into this world. (I.iii.2.8.)

Given that man is an active being, disposed to pursue objectives which involve benefit to himself, two kinds of problem arise. First, it is possible that while men in general may pay due regard to the interests of others, particular men may not. Second, it is possible that even in cases where the individual generally recognizes the need to ‘humble the arrogance of his self love’, he may in particular instances fail to do so. These two possibilities yield two distinct, but related cases. On the one hand, particular individuals may commit actions which lack ‘propriety’, but which do not affect the well-being of others. In this case there would be a breach of the rules of (positive) morality; rules which are not strictly enforceable, and whose observance depends entirely on the restraint which individuals impose upon themselves. On the other hand, particular men may commit actions which lack ‘propriety’ and also have ‘hurtful consequence’ as far as other men are concerned. In such cases there would be a breach of the rules of justice, rules which depend in part on the restraint which individuals impose upon themselves, but whose observance is secured by the fact that they are enforceable. We may take these issues in turn:

In Smith’s argument, our general disposition to observe the rules of justice is based upon ‘the general fellow feeling which we have with every man merely because he is our fellow creature’. (II.ii.3.10.) As we have already seen, ‘fellow feeling’ is basic to the sympathetic ‘emotions’ of the spectator. Given this, Smith argued that the sympathy we feel for the person who suffers naturally causes us to resent the actions of those responsible. Thus the individual

… in the race for wealth and honours and preferments… may run as hard as he can, and strain every nerve and every muscle, in order to outstrip all his competitors. But if he should justle or throw down any of them, the indulgence of the spectators is entirely at an end. It is a violation of fair play, which they cannot admit of. (II.ii.2.1.)

However, Smith was careful to argue that knowledge of the spectator’s resentment may not be sufficient of itself to effectively control the actions of individuals. Certain sanctions are required; sanctions which, on Smith’s argument, are of three main types.

First, Smith argued that acts of injustice, that is, acts which have a hurtful tendency, generally involve remorse on the part of the person who commits them; a feeling which ‘is made up of shame from the sense of impropriety of past conduct; of grief for the effects of it; of pity for those who suffer by it and of the dread… of the justly provoked resentment of all rational creatures’. (II.ii.2.3.)

Second, Smith suggested that actions of an unjust tendency, and especially those which affect the lives, liberty or property of others, are likely to be affected by man’s natural fear of punishment in after life. Smith suggested that this type of belief was natural to man, going some way towards explaining the fact that: ‘In every religion, and in every superstition that the world has ever beheld… there has been a Tartarus as well as an Elysium – a place provided for the punishment of the wicked, as well as one for the reward of the just.’ (II.ii.3.12.)

It will be evident that while these sanctions may provide important sources of control, neither may be sufficient to ensure control. Smith thus added a third source, in arguing that our natural feelings of resentment for acts of injustice bring with them the equally natural approval of punishment: ‘All men, even the most stupid and unthinking, abhor fraud, perfidy and injustice, and delight to see them punished.’ (II.ii.3.9.) In this world at least, it is our disposition to, and approval of, punishment which serves to prevent us from committing acts of injustice – although once again this emerges as a necessary rather than a sufficient condition to maintain the social state.

The final condition required, as Smith noted, is a system of ‘positive law’ embodying our conception of the rules of justice and administered by some system of government or magistracy:

As the violation of justice is what men will never submit to from one another, the public magistrate is under a necessity of employing the power of the commonwealth to enforce the practice of this virtue. Without this precaution, civil society would become a scheme of bloodshed and disorder, every man revenging himself at his own hand whenever he fancied he was injured. (VII.4.35.)

With this addition, Smith’s basic model is apparently complete.

4

It will now be evident that Smith’s argument does tell us something of importance as regards our understanding of man in society. In this connexion we may note some points, which are of relevance in respect of our three major areas of interest.

1. As we have seen, Smith worked in terms of two sets of human ‘propensities’ those which are ‘selfish’ in character and those which are ‘social’. It is also apparent from Smith’s argument that propensities of the latter kind, such as fellow feeling and the desire to be approved of, dispose man to society without however being sufficient to sustain it. As we have observed, the main problem is presented by the existence of selfish propensities; propensities which make it necessary to establish sources of control such as the rules of justice and morality.

2. The rules above mentioned thus emerge as being useful in the sense that without the rules of morality there would be ‘no man whose behaviour could be much depended upon’, while in the absence of justice there would be no restraint on injury. However, Smith argued that these rules did not come into being because men grasp their utility; on the contrary, he insisted that they gradually develop as the result of natural responses to natural problems. Thus, for example, Smith pointed out that the rules of justice basically reflect man’s fellow feeling rather than any recognition of their utility, while observing:

When by natural principles we are led to advance those ends, which a refined and enlightened reason would recommend to us, we are very apt to impute to that reason, as to their efficient cause, the sentiments and actions by which we advance those ends, and to imagine that to be the wisdom of man, which in reality is the wisdom of God. (II.ii.3.5.)

The same point appears in the discussion of the rules of (positive) morality, in that by acting according to the dictates of our moral faculties, ‘we necessarily pursue the most effectual means for promoting the happiness of mankind, and may therefore be said, in some sense, to co-operate with the Deity, and to advance as far as in our power, the plan of Providence’. (III.5.7.)

These statements illustrate one of Smith’s most characteristic theses; the view that man is led as if by an Invisible Hand to promote ends which were not part of his original intention.8

3. Since the rules of justice and morality are the expressions of man’s nature, and only in part the results of his conscious intention, it follows that there is a certain similarity between them. However, Smith clearly regarded the two sets of rules as different in that they refer to two different types and standards of behaviour. The rules of justice for example, only hinder us ‘from hurting our neighbour’ they only involve restraint from damage and may thus be fulfilled by ‘sitting still and doing nothing’ (II.ii.1.9), while the rules of morality embody a more positive and comprehensive guide. The essential difference between them thus emerges as the difference between the negative and the positive virtues of justice and beneficence. As Smith put it:

The rules of justice may be compared to the rules of grammar; the rules of the other virtues, to the rules which critics lay down for the attainment of what is sublime and elegant in composition. The one are precise, accurate and indispensable. The other are loose, vague and indeterminate, and present us rather with a general idea of the perfection we ought to aim at, than afford us any certain and infallible directions for acquiring it. (III.6.11.)

4. It now appears that while both sets of rules are useful to society, they must each, taken separately, be compatible with different levels of social experience. For example, Smith argued that where men act with an eye to the positive rules of morality, and where their behaviour is characterized by ‘beneficence’ rather than justice, then the society ‘flourishes and is happy’. Where, on the contrary, only the negative virtue of justice is observed, then life in society can be characterized by nothing more than ‘a mercenary exchange of good offices according to an agreed valuation’. (II.ii.3.2.) Smith plainly regarded the first situation as compatible with a higher level of human achievement than the second, but he was in no doubt from the point of view of analysis as to which rules were the more essential for the maintenance of the social state. The rules of positive morality clearly emerge as ‘the ornament which embellishes’ while ‘Justice, on the contrary, is the main pillar that upholds the whole edifice. If it is removed, the great, the immense fabric of human society… must in a moment crumble into atoms.’ (II.ii.3.4.) The conclusion just mentioned is of particular importance since a system embodying the rules of justice (including equity) emerges as the minimum condition which must be satisfied before society can subsist and is all that is necessary for the purposes of Smith’s economic, if not his philosophical work.9

5. One further point remains to be noticed. It will be observed that Smith relies on certain judgements with respect to the psychology of man in explaining the origin and nature of those conditions which must be satisfied before social life is possible. The argument, in short, is designed to explain the phenomenon of social existence and thus applies to all forms of society, the necessary condition being that human nature can be regarded as a constant. Moreover, it will be observed that while Smith demonstrates that the existence and observance of general rules are necessary to sustain the social state, yet at no time does the argument of the Moral Sentiments suggest that these rules have a specific content which is universally valid.10 While Hume would have approved, the point may simply reflect Smith’s awareness of the fact that conceptions as to what is fit and proper ‘to be done or to be avoided’ vary between different societies at the same point in time, and also within the same society at different points in time. Awareness of the former point is perhaps only to be expected in an age profoundly influenced by the teaching of Montesquieu; awareness of the latter, may reflect Smith’s own early interest in the dynamics of historical change.

It is to the theory of history that we now turn; a theory which may be represented as taking up problems raised by the Moral Sentiments, and which formally explains the nature of the specific type of social and political structure which is associated with the analysis of a particular type of economic organization. Although Smith did not live to complete his projected history of government and society, the main elements of the theory are in fact to be found both in the Lectures (on Public Law) and in The Wealth of Nations (Books III and V).

SECTION 2: THE HISTORY OF CIVIL SOCIETY

I

In this field Adam Smith may be regarded as the founder of a school which included Adam Ferguson, Lord Kames and John Millar.1 The distinctive contribution of the School was to a type of inquiry now known as ‘philosophical’ history, and more usually associated with Hegel, Herder and Marx. Although the first major eighteenth-century exercise in philosophical history was G. Vico’s New Science,2 the approach used by the Scottish Historians was considered to be novel; a quality which led Dugald Stewart to describe it as ‘natural’ or ‘theoretical’ history, as distinct from the orthodox or ‘vulgar’.3 The terms used convey something of the essence of a study which was ‘philosophical’ or ‘theoretical’ in that it featured an analytical purpose, and ‘natural’ in that it was concerned with the process of development from the ‘rude’ to the ‘civilized’ state.


The technique found applications in a wide number of areas, and indeed Smith himself had at one time two separate works ‘upon the anvil’: one being a ‘sort of philosophical history of all the different branches of literature, of philosophy, poetry and eloquence’.4 Others besides Smith undertook a similar range of studies, but perhaps the most important contribution of the School is to be found in the attention given to the natural history of civil society; a field which embraced to a large extent the separate inquiries above mentioned.

In fulfilling what David Hume had shown to be the Historian’s ‘nobler duty as delineator of the state of society’,5 the members of the School both found precedents and acknowledged debts. Apart from classical sources, the work of Rousseau is of great significance,6 while Voltaire had already announced that his object as a historian was to examine ‘the manners of a people and to study the human mind; I shall regard the order and succession of kings and chronology as my guide, but not as the subject of my work’.7 This statement also typifies the objectives of the Scottish Historians, although it was Montesquieu rather than Voltaire who provided the most important impetus to their studies. Montesquieu was widely regarded as the ‘greatest genius of the present age’8 and his Esprit des Lois9 came to enjoy a considerable vogue in the circle of Smith’s friends.

But while Montesquieu’s work provided an important stimulus, the Historians in general, and Smith in particular, went well beyond the teaching of the master. In the words of one of their number: ‘The Great Montesquieu pointed out the road. He was the Lord Bacon of this branch of philosophy. Dr Smith is the Newton.’10 An important difference between the work done by Smith and Montesquieu is to be found in the fact that the former produced a more systematic analysis. To some extent, the contrast reflects a difference in temperament, but in the present context the difference stems basically from the fact that Smith rejected the casual role which Montesquieu assigned to soil and climate, in favour of a heavier reliance on economic forces.11

Following Smith’s lead, the Historians as a group emphasized the importance of economic forces in three characteristic ways. First, the process of change and development, starting from the primitive society as the first in time, was explained in terms of the hypothesis that man is an active being, disposed to improve the material conditions of life. The typical argument was that man is subject to certain ‘natural’ and ‘insatiable wants’ wants which, as we observed in the previous section, serve to ‘rouse and keep in continual motion the industry of mankind’.12 Where this force is released, the result must be the development of productive forces (such as agriculture or manufacture), leading to an escape from the primitive state and a gradual improvement in the (material) standard of life.

Second, the Historians suggested that contemporary and historical experience disclosed the existence of four socio-economic stages. These stages were held to be qualitatively distinct in that they featured different types of productive activity, different modes of earning subsistence, and different forms and arrangements of property. As Smith put it in a typical passage: ‘The four stages of society are hunting, pasturage, farming, and commerce.’ (L J (B), 149.) Moreover, it was argued not only that such distinct stages exist and had existed, but also that each society would tend to pass through them in sequence. In the words of Lord Kames: ‘These progressive changes in the order now mentioned may be traced in all societies.’13 Third, the Historians suggested that the four types of economic organization served to explain the existence of four recognizably different types of social structure; a phenomenon which was again verifiable from contemporary and historical experience. In modern terms, the Historians sought to demonstrate a relationship between the (economic) substructure and the (social) superstructure, so that the characteristic argument was aptly stated by William Robertson when he remarked: ‘In every inquiry covering the operations of men when united together in society, the first object of attention should be their mode of subsistence. Accordingly as that varies, their laws and policy must be different.’14

The doctrines we have just reviewed may be said to be typical of the Scottish Historians, and as such they serve to expose the leading features of their thought. For example, we find an emphasis on change in all its manifestations; an emphasis which helps to explain why Adam Ferguson chose the ‘passing stream’ rather than the ‘stagnant pool’ as the emblem of mankind. Furthermore, we find an attempt to explain the phenomenon of change and development, in the form of an argument which set out to analyse the nature of the four stages of man’s progress, and to show the causes of transition between them.

In what follows we shall mainly be concerned with Smith’s handling of the four stages of man’s progress, placing most emphasis on the links established between the mode of earning subsistence and the patterns of authority and subordination generated as a result.15 In dealing with this aspect of Smith’s thought we will use the first two stages (of hunting and pasture) to establish some basic principles, and then illustrate the working of these principles by reference to the subsequent periods.



2

Smith defined the first economic and social stage as ‘the lowest and rudest state of society, such as we find it among the native tribes of North America’. (WN, V.i.a.2.) The second stage, that of pasture, he defined as ‘a more advanced state of society, such as we find it among the Tartars and Arabs’. (V.i.a.3.) An obvious difference between these two situations is to be found in the fact that in each there is a distinct type of activity. In the first, men acquire the means of subsistence through gathering the ‘spontaneous fruits of the soil’, or by hunting, while in the second they do so by virtue of the domestication of animals. The contrast must have, as Smith suggested, certain sociological consequences; thus for example, he insisted that in the stage of hunting, communities must be small in size, being based on the family or extended family unit.16 In the second case, Smith argued that the mode of earning subsistence would be compatible with larger groupings and must necessarily imply a nomadic existence: ‘Such nations have commonly no fixed habitation, but live, either in tents or in a sort of covered waggons which are easily transported from place to place.’ (W N, V.i.a.3.)

From the point of view of the type of social structure which may be expected to prevail in the two situations, it is however more important to observe that in the case of hunting, private property must be relatively insignificant, while in the case of pasture, we find a distinct form of property (cattle) which can be accumulated. (W N, V.i.b.2.) It is thus in the period of pasture that inequality first becomes significant, leading to a new source of social tension which Smith ascribed to ambition in the rich, and to envy and hatred of labour in the poor; passions which were, he thought, ‘steady in their operation’ and fairly ‘universal in their influence’. (V.i.b.2.) It thus follows that in this situation civil government becomes particularly necessary:

The acquisition of valuable and extensive property, therefore, necessarily requires the establishment of civil government. Where there is no property, or at least none that exceeds the value of two or three days labour, civil government is not so necessary, (ibid.)

He added:

Civil government, so far as it is instituted for the security of property, is in reality instituted for the defence of the rich against the poor, or of those who have some property against those who have none at all. (V.i.b.12.)

Smith went on to argue that the appearance of property divisions must bring with them not only the necessity of government, but also certain relationships of authority and subordination in society. Thus, for example, he suggested that wealth must bring power, and added, with reference to the state of pasture, that ‘The authority of riches, however, though great in every age of society, is perhaps greatest in the rudest age of society which admits of any considerable inequality of fortune.’ (V.i.b.7.) Smith contrasted this situation with that prevailing in the previous period, where ‘universal poverty establishes universal equality’, from which it follows that in the first stage of society ‘the superiority either of age, or of personal qualities, are the feeble, but the sole foundations of authority and subordination’, (ibid.) Smith also suggested, following on from the previous argument, that the authority of particular families would tend to be greater in the second period, the reason being that wealth once accumulated can be transmitted from one generation to another. Thus in speaking of the period of hunting, we find Smith remarking that ‘The distinction of birth, being subsequent to the inequality of fortune, can have no place in nations of hunters, among whom, all men being equal in fortune, must likewise be very nearly equal in birth.’ (V.i.b.9.) But in the shepherd state, it was suggested that inequality of fortune and thus birth, must be of particular importance, and indeed that these were ‘the principal causes which naturally establish authority and subordination among men’. (V.i.b.11.)

Now this argument enables us to state one or two important principles. As we have seen, the stage of hunting features a form of economic activity which precludes the appearance of private property on any significant scale. On the other hand, it is argued that in the second period the relevant type of activity makes the acquisition, accumulation and transmission of property possible. In this connexion it is noteworthy that Smith equates the exercise of power with the possession of ‘riches’, and argues that where there is inequality a pattern of subordination and authority must be generated as a result; a pattern which first appears in the second stage and ‘which could not possibly exist before’. These arguments are employed throughout Smith’s analysis, although as we shall see he recognized that in the periods succeeding the age of pasture, the source of authority (wealth) must alter, and the associated patterns of subordination’ and dependence with them.

3

While Smith did work in terms of a sequence of four stages, he did not regard advance beyond the period of pasture as inevitable, and indeed observed that all the inland parts of Africa, together with ‘the modern Tartary and Siberia, seem in all ages of the world to have been in the same barbarous and uncivilized state in which we find them at present’. (I.iii.8; 125.) The reason, he suggested, lay in the fact that such areas were not susceptible to ‘improvement’ while in addition they lacked natural means of transport and communication. It was thus that progress beyond the second period had first taken place in Attica, and then in Europe, areas which ‘are divided by rivers and branches of the sea, and are naturally fit for the cultivation of the soil and other arts’.17

In terms of European history, Smith illustrated the nature of the third (agrarian) stage, by reference to that period which followed the fall of the Roman Empire and which witnessed the dominance of the German and Scythian nations, a period in which all lands ‘were engrossed, and the greater part by few great proprietors’. (Ill.ii.1; 484.)

In contrast to the previous state, the agrarian period features a settled abode, rather than a nomadic existence. There are of course further (inevitable) differences, most obviously in that tillage is the dominant form of activity, while land becomes the major form of property. In this situation we thus find a continuing emphasis on paternity and the law of primogeniture, while in addition the phenomenon of property in land brings with it the use of entails, designed to preserve a certain lineal succession. Smith was later to criticize such property arrangements, but he did consider them to be not unreasonable at that point in time when ‘great landed estates were a sort of principalities.’ (III.ii.6; 486.)

As before, Smith explained the existence of patterns of authority and subordination in terms of inequalities of wealth and thus birth, although at this stage of the argument he offered a more complete explanation as to the basis on which authority must rest. In this connexion three important points arise.

First, Smith pointed out that where landed estates were a ‘sort of principalities’, individual owners would require to maintain a military establishment in order to protect themselves against their neighbours. Second, he suggested that those who possess the land and its products could have no means of expending their wealth save in the form of ‘rustic hospitality’ and the maintenance of servants.18 Third, it was argued that those who lacked the means of subsistence (land and its products) could only acquire them through the exchange of personal service. It thus follows that, in this period, the proprietor of land

… is at all times… surrounded with a multitude of retainers and dependants, who, having no equivalent to give in return for their maintenance, but being fed entirely by his bounty, must obey him, for the same reason that soldiers must obey the prince who pays them. (III.iv.5; 508–9.)

In this situation, it is to be expected that the lower orders, including the occupiers of land, will be in a highly subordinate position with regard to the proprietors; a fact which derives from the prevailing mode of earning subsistence. On the other hand, the same mode of earning subsistence serves to explain the (historically) great authority of the proprietors; an authority which could be illustrated in terms of the lack of personal rights accorded to their servants, and in terms of the legislative and judicial powers wielded within the boundaries of their property. As Smith put it, in an illuminating passage, ‘that authority and those jurisdictions all necessarily flowed from the state of property and manners just now described.’ (III.iv.8; 511.)

Such an explanation of the great authority and power held by the proprietors of land, also helped to explain their influence as a group and especially the fact that ‘The proprietors of land were anciently the legislators of every part of Europe.’ (III.ii.16; 493.) Having come thus far, Smith went on to suggest that the period in question must have been relatively unstable in a political sense; a problem which arises because property is here vested in a relatively small number of proprietors each of whom is economically and militarily self sufficient. As Smith recognized, the internal warfare which resulted from this situation inevitably produced a degree of civil instability which neither the institution of kingship, nor the formality of the feudal constitution, could control. The reason, Smith suggested, was that the ‘authority of government still continued to be… too weak in the head and too strong in the inferior members’. (III.iv.9; 512.)

All the features we have so far considered were clearly represented as the inevitable consequences of a particular mode of earning subsistence, and as features which are bound to be eliminated with the transition to a qualitatively different type of economic organization. It is to the analysis of this process that we now turn; a process which in Smith’s opinion, was set in motion by the inevitable development of manufactures and accelerated by the prevailing problems of political instability.

Even within the framework of a basically agrarian economy, Smith recognized that certain manufactures and services would be necessary, since ‘without the assistance of some artificers… the cultivation of land cannot be carried on’ (III.i.4; 481.) Hence the need for wheelwrights, tanners, carpenters and masons; groups which were not bound to particular geographical areas and which thus naturally congregated in cities for their mutual advantage and protection. With the gradual development of agriculture in a quantitative sense, and the increase in population, Smith suggested that cities would grow in importance. This same development, it was argued, naturally led to the appearance of a source of royal revenue which could be used to offset the power of the landed proprietors, thus causing a gradual dilution of the Assemblies previously dominated by them.19

Given a situation of political instability generated by the wealth of the proprietors, it was thus in the interest of kings to encourage the cities, and to grant them certain privileges of self government in exchange for what Smith called a ‘rent certain’. However, Smith went on to argue that the grants given to the cities were to a certain extent a function of the weakness of the kings, pointing out that, ‘The Princes who lived upon the worst terms with their barons seem… to have been the most liberal in grants of this kind.’ (III.iii.9; 500.) Now this development was important, Smith argued, both for its short and long run effects. In the short run, the immediate consequence of the growth of cities was to enhance the wealth and power of the King at the expense of both Lords and Commons. On the other hand, he noted that, in the long run, the same phenomenon would tend to have economic, political and sociological effects of a broadly liberalizing kind.

To begin with, Smith suggested that royal policy with respect to the cities, at least as manifested in England, France and Germany, resulted in the voluntary creation within these states, of a ‘sort of independent republics’ with the rights of self government. It was then within the cities that a relatively high degree of personal liberty and security of property was first developed, creating a context where economic activity might flourish. Smith concluded: ‘That industry, therefore, which aims at something more than… subsistence, was established in cities long before it was commonly practised by the occupiers of land in the country.’ (III.iii.12; 502.) The initial stimulus to manufactures was provided by personal security, but Smith also noted that their development must have been profoundly affected by the markets available. Plainly, in a situation where domestic agriculture remains in a ‘rude’ state, the extent of the market for manufactured products would be limited, so that the main source of stimulus must have been foreign trade. Following this line of argument, Smith noted that the growth of manufactures at this stage depended to a very large extent on the proximity of cities to the sea coast and to navigable rivers; factors which served to explain the rapid development of the Hans towns, together with Venice, Genoa and Pisa. (III.iii.14; 503.) Inter-regional and international contacts thus provided the necessary outlets
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