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The Role of Moral Reflection in the Economics of Adam Smith and other Classical Economists
It is hard to draw boundaries around a topic of this magnitude and the modern mind is not inclined to see and analyze the lengthy process along which values and beliefs evolve. It is clear that the economies of ancient and medieval times integrated values and beliefs into practice in ways that are foreign to a modern scientific understanding. 
The mindset of the ancient and medieval world did not envision life in this world as becoming less onerous over time. What could be hoped for was favorable weather, peace with one’s neighbors and a harvest sufficient to survive without misery from one year to the next. For the Greeks, the good life here depended on an ordered society with open discussion and the cultivation of virtue as understood by the philosophers. For the Christians, this life was a staging ground for the next life which promised everything good that could be imagined. In such a steady state world where human passions often led to strife and misery, equality and the practice of virtue became the social glue and therefore the moral teaching. The search for a better life was viewed as socially destructive. Jerry Muller observes that “There was no room – or little room- for commerce and the pursuit of gain in the portrait of the good society conveyed by the traditions of classical Greece and of Christianity, traditions that continued to influence intellectual life through the eighteenth century and beyond.”
 
However, from the twelfth century onward the Greek and Christian traditions had an increasingly difficult time maintaining the social glue in the face of some new inventions and practices that led to output above the customary levels. Primitive market activity spread to larger transport of goods and exchanges that raised new questions of distribution norms and the dangers of wealth creation. Dogmatism and religious wars could not effectively settle the search for a common social vision though both were extensively tried. The church, now a political, social, and religious power struggled to interpret older teachings in light of the new pressures. Thomas Aquinas’ teaching attempted to integrate the ideas of the ancient philosophers with the teachings of the church and the increased commercial activity and in the process prohibitions against property ownership, usury and trade began to be softened, but no new social vision emerged from the church over the centuries.  

When the authority of the Catholic Church was undermined by the Reformation and the individual believer gained in stature relative to the institutional church, another fault line appeared in the social order. One unintended consequence of the Reformation was a shift in how the individual was viewed with respect to the collective group. The notion that the primary building block of a social order is the individual rather than the group was not the intention of the early reformers, but the groundwork was laid for such a possibility. 

Finally, into the void created by the deteriorating social glue of the late middle ages, came the nation state. Security issues always lead to a stronger state and because security and economic concerns are always intertwined a strong nation state eventually led to a more centralized economic system that was called mercantilism. Lacking a coherent economic theory, Mercantilism was a loose collection of policies that were designed to strengthen the nation by accumulating bullion which could be used for security enhancing ventures. An economy highly managed and extensively taxed became the legacy of a philosophy that lasted for nearly 300 years. The colonial expansion efforts during this time helped to disguise the flaws in the economics of the system, but the longevity of Mercantilism can be explained in part by the lack of an alternative vision of social organization that people could trust as new social glue.  
An alternative vision can not appear overnight. It requires a coherent explanation of how the world works and how people fit into the picture. There must be a standard of verification so claims can be deemed credible and there must be a source from which moral judgments can be made so there can be meaning to what is good and evil and trustworthy. In the ancient world there was a God or gods who ordered things and God gave people directives through the prophets, the church or the philosophers. The virtuous life stemmed from obedience to God and the telos of human existence was centered in a God. When that worldview faded there was no immediate replacement. What follows is the story of how classical liberalism filled in the void and how that worldview dealt with the moral component of the new social glue.   
The seventeenth century was a critical time in the development of an alternative vision for social organization. Political and religious wars occurred in much of the Western world. Significant developments took place in medicine, mathematics, astronomy, philosophy, physics and the arts. “All in all it was an era that greatly distanced itself from the Middle Ages and the Renaissance by its institutional changes, its challenges to authority, its preparation for the Enlightenment, and its cultivation of markets. Old ideas broke down at an accelerated pace and new ideas quickly filled the void.”
  In this environment the increased market activity soon led toward a theory of markets that became Classical economics. Significant shifts in thinking about social relationships in retrospect may appear rapid, but centuries are usually required for ideas to percolate and institutions to evolve and so the ideas of classical economics progressed for many years against the mercantilist practices before they became the accepted economic thinking of the Enlightenment era. The concern here is to explore the moral base upon which this new thinking was built. 

It is important at this juncture to define the categories that are relevant in the exploration of moral content. As various classical writers are examined three elements of moral behavior will be evaluated. The first issue concerns the nature of the person and the human passions that drive behavior. Second, the mechanism that provides a check on unsocial passions will be explored. Finally, the source of moral resources is important. Do moral precepts originate from a purpose (telos) outside of the individual or are moral principles derived from within the individual. All three of these join to give a picture of the moral content of any given worldview, but people will differ on what they believe is required to provide sufficient moral direction for social survival. 

For example, Alasdair MacIntyre sees the Enlightenment project as stripping telos from moral discernment. In After Virtue, MacIntyre argues that the scientific quest has minimized the subjective side of life that deals with meaning and values.
 When the search for what kind of people we ought to be is lost as we try to structure a system that deals with the kind of people we are, then moral reflection becomes meaningless. If there is no purpose outside of ourselves, no telos toward which we can point, then there is no objective standard for moral precepts and ethical norms. MacIntyre claims the enlightenment has left us with an emotive approach to moral reflection with the economic caricature of homoeconomicus as the accepted social building block. In MacIntyre’s view, those disciplines that take their cues from the enlightenment on these issues are in need of significant reform. In other words, modern economics from Adam Smith's time foreword is doomed unless it rediscovers some meaningful moral framework that retains teleological moorings.
If MacIntyre is right about the importance of telos in moral life, then our task is to see if the classical economists consider telos important in their theorizing. However, it is possible that  Macintyre sets too high a standard for moral discernment and that classical economists have a moral foundation without an external reference point that is sufficient to provide social cohesion. It is clear that organized religion is not the place to look for the moral moorings of the seventeenth and eighteenth century thinkers. The perpetual wars fostered by states aligned with a particular religious group and the intolerance and persecution endured by dissenters convinced those exposed to enlightenment ideas of science and reason that religion was a detriment to progress. Telos, if it is to be found at all, will focus on a Creator who has built into creation certain principles that, if followed, will provide a better life for everyone. 

What follows is an argument that Adam Smith in both his Theory of Moral Sentiments and The Wealth of Nations (1759) is operating from a moral framework that meets the standard MacIntyre sets for a successful social vision. The first component of the argument is that Smith’s view of human nature sees the selfish passions of grief, joy, self preservation and pleasure/pain choices as more common than the social passions of generosity and compassion. Therefore, people are bent toward behavior that is not socially constructive. The second point in the argument is that the creator has endowed humanity with some screens or filters which will check unsocial behavior if given the proper social setting. Finally, the telos of human existence is the cultivation of virtue. This will fulfill the wishes of the creator and lead to social harmony. This moral foundation is a prerequisite for the enlightenment vision that a free society can prosper and endure. Smith was careful to avoid ecclesiastical language and he was hesitant to speak of a life beyond this one because of his view that theology had become corrupted and had lost its relevance to the present world.

But when moral, as well as natural philosophy, came to be taught only as subservient to theology, the duties of human life were treated of as chiefly  subservient to the happiness of a life to come. In the antient philosophy the perfection of virtue was represented as necessarily productive to the person who possessed it, of the most perfect happiness in this life. In the modern philosophy it was frequently represented as generally, or rather as almost always inconsistent with any degree of happiness in this life; and heaven was to be earned only by penance and mortification, by the austerities and abasement of a monk; not by the liberal, generous, and spirited conduct of a man. 
  
Clearly for Smith, any theology, philosophy, or moral system that was not relevant to this world or that had become corrupted by power or political entanglements was to be avoided. 
Before proceeding it will be helpful to do a brief summary of the building blocks of Smith’s moral philosophy. First, human passions are divided into three categories and then the passions are filtered through the screens of sympathy and the impartial spectator. When filtered effectively the result leads to the development of the virtues which brings happiness and tranquility to people in this life and harmony to the social order. The chart below illustrates this process of the moral life
  
Human Passions and Adam Smith's View of Virtue











In this chart the dominant passions of humanity are in the lower left box. They are the ones that form the glue for a social order because the passions in the top box are too rare and the passions in the middle box are rejected as unacceptable and so they can not be a positive force in society. The significant part of this process is that it is a natural process given to humanity by the creator. Sympathy puts us into another’s shoes and helps us feel what they feel so we can make judgments about their behavior and conversely about what we would do in their place. The impartial spectator helps us step away from our biases and review our own behavior and the behavior of others thereby gaining a perspective that is removed from self interest. However, there are times when these interpersonal and social screens fail to promote the right behavior. In those cases the all seeing judge of the universe compels us to override the social screens that usually lead to appropriate moral behavior. When viewed together these three checks given to us by the creator keep the passions from going awry and provide the necessary social glue for a successful society. What is good and just and right can be achieved, but the reference point for this system is the creator. There is a telos or purpose of human activity that exists outside of human preference. . 
After repeatedly working on versions of this moral theory and struggling to see how it might be related to the economic, political, legal and religious spheres of life, Smith published the political economy component of the entire social package 17 years later. The legal or jurisprudence component of the entire system is known only from lecture notes of Smith’s students and he never did finish his views on natural religion. What manuscript drafts were burned at his request after his death is unknown. 
When one has absorbed Smith’s moral theory recognizing the moral restraint that exists upon the passions of humanity, the treatise on political economy takes on a different tone than if the moral theory is missing. Self interest is now coupled with the desire for social approval and the approval of the IS as well as the all seeing judge of the universe. In Smith’s words: . “If he would act so as that the impartial spectator may enter into the principles of his conduct, which is what of all things he has the greatest desire to do, he must, upon this, as upon all other occasions, humble the arrogance of his self-love, and bring it down to something which other men can go along with.”
 (TMS p. 83) 
This qualification of self interest raises may questions about how personal interests help to form a social glue that is effective over time. It is interesting at this point to observe that Smith relates one’s interest to moral behavior which he then calls a person’s “real interest”. “Wherever dealings are frequent, a man does not expect to gain so much by any one contract as by probity and punctuality in the whole and a prudent dealer, who is sensible of his real interest, would rather choose to lose what he has a right to than give any ground for suspicion.”
  In other words, a merchant will not insist on even his own rights if by doing so some credibility will be lost. Self interest is clearly closely tied to judgments about how one’s actions are viewed by others and the real interest of the merchant is closely tied to the cultivation of commendable qualities like probity and punctuality. In Smith’s work self interest is heavily conditioned by social feedback loops, a long run perspective, and meaningful moral screens. Prudence is the virtue that best fits Smith’s concept of social glue and it is a richer concept than a narrow autonomous self interest that does not contain social costs and benefits as well as moral conditioning. Thus the morally conditioned prudent person is not just playing by the rules of the game and maximizing one’s narrow interests. Rather it is doing what is right as we would imagine what is in the “real interest” of economic players. Self interest divorced from this morally conditioned prudence is not a Smithian concept.  
Smith’s description of the complementarities of the selfish and social passions illustrates the manner in which these two sets of passions combine to form a morally conditioned social order.
The man of the most perfect virtue, the man whom we naturally love and revere the most, is he who joins, to the most perfect command of his own original and selfish feelings, the most exquisite sensibility both to the original and sympathetic feelings of others. The man who, to all the soft, the amiable, and the gentle virtues, joins all the great, the awful and the respectable, must surely be the natural and proper object of our highest love and admiration. The person best fitted by nature for acquiring the former of those two sets of virtues, is likewise best fitted for acquiring the latter.
 
Nevertheless, there is always the pull away from the moral behavior and human nature constantly needs self control to pull back from behavior that is not in our real interest. “The propriety of our moral sentiments is never so apt to be corrupted, as when the indulgent and partial spectator is at hand, while the indifferent and impartial one is at a great distance.”
 The distance of the impartial spectator occurs when we rely on the unconditioned selfish passions. Only when we imagine the wishes of the impartial spectator can we escape the pull of narrow self interest. D. D. Raphael summarizes Smith’s moral theory as follows. “But if the agent is liable to be swayed by self-interest, how can he reach an impartial judgment? He can do so because the imagination can free itself from the ties of practical desires.”

From this description of morally conditioned self interest presented in the TMS we now move to the economic thinking of the period beginning in the mid 18th century until approximately 1870. This Classical period, as it is called, begins with Smith and includes significant works by David Ricardo,  Thomas Malthus, J. B. Say, John Stuart Mill, Jeremy Bentham and others who built on the principles of Smith and Ricardo. D. P. OBrien lists four propositions that are foundational to classical economic thinking. These propositions are the basis from which economic theorizing could proceed. 
The four basic propositions are as follows: that there is an underlying order in material phenomena; that this underlying order is discoverable either by reasoning from observed phenomena or from innate moral sense; that discovery of the underlying order leads to the formulation of natural laws which, if followed, lead to the best possible situation; and that positive legislation should reflect these natural laws.
 
The remainder of the paper will deal with three key questions. 1. If one reads Smith’s Wealth of Nations with his moral theory clearly in mind will markets appear to have a moral foundation? 2. What impact did Ricardo, John Stuart Mill, Thomas Malthus and other Classical writers after Smith have on moral reflection in economic thinking? 3. What does Deirdre McCloskey’s claim about markets and virtue add to the discussion of morality in Classical economics? 
Did markets as envisioned by Adam Smith have a moral foundation?
The WN is a monumental work combining casual observations, theory, principles of creation and suggestions for economic practice. It wanders across all of Smith’s experience and most of history in search of a coherent system that can improve the lot of human existence by the creation of wealth beyond the meager subsistence level thought to be the norm in the past. Underlying the entire structure are three primary principles upon which economic life is built. The first is the natural tendency of humans to truck and barter. This tendency comes from a desire for self improvement and it leads to a second closely related principle which is the division of labor or specialization in production. The third principle required for the system to work is the freedom of actors in the system to make choices based on their interests.  
Throughout the WN the appeal is to natural tendencies and these tendencies are operative completely apart from the practice of self interest as it is often understood in modern times. “This division of labour, from which so many advantages are derived, is not originally the effect of any human wisdom, which foresees and intends that general opulence to which it gives occasion. It is the necessary though very slow and gradual consequence of a certain propensity in human nature which has in view no such extensive utility”
 In this passage it is not a plan to get rich or lessons in diligence that lead to the increase in production. Rather it is the evolutionary process of people following their natural inclination. It is not the end that drives the means, but the means which simply happen to result in the increase in production. In fact the notion of self interest is lower on Smith’s motivation list than is commonly thought. 
If we should enquire into the principle in the human mind on which this disposition of trucking is founded, it is clearly the naturall (sic) inclination everyone has to persuade. The offering of a shilling, which to us appear to have so plain and simple a meaning, is in reality offering an argument to persuade one to do so and so as it is for his interest. Men always endeavour to persuade others to be of their opinion even when the matter is of no consequence to them.

The last line of this passage from LJ is illuminating in that it is not  rational self interest which drives the system but the natural tendencies put in humans by their creator. When WN is read from the perspective of the natural inclinations of people and with the interdependent moral theory described earlier it is not hard to imagine the market activity Smith describes as being fully approved by the moral screens of sympathy and the impartial spectator. The all seeing eye of the universe will approve as well because that deity designed humans with the moral and economic tendencies that can make the system work. Freely exercising those tendencies constrained only by moral and natural boundaries was the vision Smith was trying to convey. However, Smith was keenly aware of the deviousness of human nature and the high level of interdependence that was needed for human existence. He spoke often of the problems of materialism, the abuse of economic power and the need for collective action. However, when he spoke of self love he frequently put it in the framework of an interdependent social interaction where one appeals to the self love of the other, not as a game to outwit the other, but as information to clarify the mutual benefits of trade.    

In almost every other race of animals each individual, when it is grown up to maturity, is entirely independent, and in its natural state has occasion for the assistance of no other living creature. But man has almost constant occasion for the help of his brethren, and it is in vain for him to expect it from their benevolence only. He will be more likely to prevail if he can interest their self-love in his favour, and show them that it is for their own advantage to do for him what he requires of them.

This mix of interdependence and self-love leads to mutually beneficial market exchanges and this same mix of interdependence and selfish passions are at work in the moral process of virtue development.
 The popular notion of independent narrowly defined self interest as a driver of the market system is not a Smithian concept. Free markets were not value free for Smith. There was a moral foundation underlying the market system. Athol Fitzgibbons makes this point appropriately.

Smith conceived that a new and superior society could be formed if its culture and laws were based on moral impartiality and the virtues to which it led. Rather than an authoritarian society based on military heroism and fatalistic virtue, and rather than a commercial society based on self-love without any values at all, Smith wanted society to derive its culture and laws from the impartiality that was cultivated by the pursuit of virtue in active life.

There are other themes that could be drawn from WN to show some of the moral implications of Smith’s work. His labor theory of value, though an inadequate view of exchange value, illustrates an approach that saw intrinsic value in things created by human effort. The Smithian system was long run in nature emphasizing the permanence of creation and his frequent references to the creation and the creator and the order of the system give glimpses of his attraction to the Stoics and their view of the order of creation and our need to be subject to it. Smith, like the Stoics, realized that the order of things pointed to a presence outside of human existence and therefore there was a purpose or telos toward which our moral life should point. It is possible to see in Smith’s work traces of Aristotle’s metaphysical biology with its focus on what is natural. Also the natural law tradition of Thomas Aquinas and other scholastics pointed toward principles in creation which could direct humans toward a fulfilling and purposeful life. There is much more than mechanism in Smith’s markets. Moral reflection originated, not in cognitive reasoning, but in the senses and the imagination.
 
What we can not know is how Smith would respond to the global market environment today. The markets of Smith’s world were far more personal and socially interactive that most modern transactions tend to be. Trucking and bartering involved considerable personal interaction in 18th century Scotland compared with the impersonal advertising and internet exchanges of today. In a world of perfect competition where many buyers and sellers are price takers and where an equilibrium price is determined outside of individual transactions it is not as easy to see how we might address our interest by appealing to the self love of another. Consequently we are inclined to separate moral judgments from the market. However, when the abstract competitive market model is qualified by other market forms, and interaction in the economy is seen to occur in the actions of real people we are inclined to resort to a Smithian concept of appropriate behavior. Moral screens and social norms come into play and market actors are held accountable. In this sense the Hayekian appeal to market processes rather than equilibriums opens the door to a renewed discussion of values and moral reflection in economic life, but that topic goes beyond the scope of this paper. 
What impact did David Ricardo, J. S. Mill, Thomas Malthus and other Classical writers after Smith have on moral reflection in economic thinking?
After Smith, David Ricardo (1772-1823), Thomas Malthus, (1766-1834), John Stuart Mill (1806-1873), Jeremy Bentham (1748-1832) and others, took up the search for a more fruitful natural economic system. For them the political economy agenda focused on a deductive methodology and the rational discovery of the underlying principles of society so that human law would fit more closely to those principles. Thus increasingly influenced by the methods of natural science in general and classical physics in particular, economics eventually adopted a methodology with value free scientific tools and a primary goal of prediction. But the secularization of political economy took the best part of 100 years and it is instructive to examine some of the steps taken by the classical economists along the way.  

The purpose here is not to explore all the economic theories and controversies for which Malthus,  Ricardo and other classical economists are famous. Rather it is to look at the methods they used and consider how those methods impacted moral reflection in economic conversation. When much of the rhetoric is stripped away, methodological discussion frequently centers on the degree to which intentional human action can alter particular circumstances. If we are subject to immutable laws of social organization which will have their way in time regardless of our policy efforts, then the best strategy is to uncover those laws or principles and establish social institutions that submit to the laws with the least intrusion on the way the world works. Because such a strategy would be consistent with nature and would involve less costly and useless interventions, it can be argued that a laissez faire bias in political economy would be morally preferred. Thus political economy became economics with deductive rationality, mathematical precision,  and a positive-normative dichotomy shaping the methodology. Progress and economic growth would be sufficient moral justification for the system. This is somewhat different than Smith’s view that, although nature has given us moral tools from which virtue is derived, there is still the need for human imagination and self control in the process of moral discernment and action. 
Ricardo led the way in conceptualizing the economy as a mechanical system. His clarification of the quantity of money theory, his insights into the diminishing returns in production and its impact on rent, and his illumination of the theory of comparative advantage in trade relations all solidified the notion that economic forces were connected in a system that would have its way best without intervention from policy makers or moralists.

Of particular importance at this time was the concern of income distribution and the rising poverty and disparity of income that accompanied the industrial revolution. The working class lived near subsistence in 1750 and over the next 80 years their real income did not appreciably improve while the wealth of the upper classes grew.
 In contrast to what many of his contemporaries believed, Ricardo saw poverty as inevitable because of natural human reproductive tendencies.  

It is when the market price of  labour exceeds its natural price that the condition of the labourer is flourishing and happy, that he has it in his power to command a greater proportion of the necessaries and enjoyments of life, and therefore to rear a healthy and numerous family. When however, by the encouragement which high wages give to the increase of population, the number of labourers is increased, wages again fall to their natural price, and indeed from a reaction sometimes fall below it.
 
In this view Ricardo was following Malthus whose focus on population trends led him to be skeptical of intentional efforts to solve the poverty problem. Thomas Malthus begins his essay with the stated purpose “To investigate the causes that have hitherto impeded the progress of mankind towards happiness.”
 His assumption from the beginning about poverty and hardship was that there was “one great cause intimately united with the very nature of man; which, though it has been constantly and powerfully operating since the commencement of society, has been little noticed by the writers who have treated this subject.”
  In Malthus’ first edition of The Principle of Population he focused on the inevitability of the positive checks of pestilence and famine which kept population in balance with food supply as if nature was the cause and solution to excessive population and therefore poverty.
For both Ricardo and Malthus the words “natural price” and “nature of man” tended to soften any moral obligation to help the poor, because the system of supply and demand coupled with the “law of population growth” would mean poverty was here to stay. Nature rather than moral reflection determined labor’s position in life. Consequently, coming from a position of commutative justice, neither Ricardo nor Malthus was a supporter of public redistribution of wealth except in cases of clear necessity. But classical views on this are divided and Samuel Fleischacker argues that it was during this period of Classical thought that people like Smith, Rousseau and Immanuel Kant began making poverty an issue of distributive justice meaning that great inequities were moral issues in themselves demanding some redistributive measures.

Mill, who recognized the possibility of Malthus’ dismal population predictions, felt that it might be possible for education and rational moral reflection to overcome the iron law of subsistence wages. Rudi Verburg makes a case for Mill as one later classical economist not willing to divorce moral reflection from economics. By examining Mill’s political, economic and moral ideas as a package, Verburg concludes that Mill saw the possibility of moral progress as people became better educated to the issues involved. In fact, moral reflection, enlightened self-interest, and interest in the common good, can all evolve from within the system as freedom and progress work together for the happiness of the individual and the betterment of society. 
In the process of discovering the nature of his happiness, the individual learns that his own happiness is intimately connected with the happiness of others and to act accordingly. In this respect cultivation of individuality by exercising the human faculties in experimenting, judging and choosing among alternative modes of life to promote welfare on the basis of one’s own judgments and inclinations is essential to the development of moral character. Hence the value Mill places on liberty as a precondition to this process of cultivating character.

Mill was an eclectic and it is easy to find passages in his work that support a variety of agendas. He believed in the natural principles of production and the possibility for a social distribution of income according to human judgments. Competition was necessary and better than the alternatives in his mind and he considered himself an advocate for Classical economics. But he was much more than an economist and the philosopher in him searched for a way in which Classical economics, could join with social and moral development to generate more happiness for all. In this quest his utilitarian and optimistic approach to the social order led to a more voluntary collective type approach to social policy than Ricardo or Malthus envisioned..  
For these reasons Mill is sometimes referred to as the one that brought Classical economics to a close. The moral philosophy of Mill is not as clear as the moral philosophy of Adam Smith because it assumes that education and reason together will guide people to socially responsible behavior. The sense of telos in Smith is not as apparent in Mill because Mill sees sufficient moral resources within the person that, if awakened by education, can lead to social harmony. “The peculiar characteristic, in short, of civilized beings, is the capacity of co-operation; and this, like other faculties, tends to improve by practice and becomes capable of assuming a constantly wider sphere of action.
  In the final analysis moral development was a normal good for Mill and he believed economic and moral progress would lead to a better cooperative future.

While Ricardo, Malthus and Mill focused their economic analysis primarily on the production side of economic life to show how nature’s production principles influenced resource allocation, Jeremy Bentham was observing that the demand side of the market was also structured by nature and therefore not in need of moral reflection as a dialogical process. For Bentham the foundation of ethical norms was not derived from a source outside of creation. Instead, pain and pleasure experienced became the metric for morality. 
Nature has placed mankind under the governance of two sovereign masters, pain and pleasure. It is for them alone to point out what we ought to do, as well as to determine what we shall do. On the one hand the standard of right and wrong, on the other the chain of causes and effects, are fastened to their throne. They govern us in all we do, in all we say, in all we think: every effort we can make to throw off our subjection, will serve but to demonstrate and confirm it.
 

Moral reflection, in this view, is nothing more than calibrating personal feelings and optimizing net pleasure. The feelings are determined by nature rather than rational contemplation. We are governed by and subject to nature rather than moral agents responsible for discerning what is right and good.  

Building on this framework, William Stanley Jevons in 1860 applied this thinking to shift the source of value in economic analysis from objective cost measured by labor effort to subjective utility measured by individual preferences expressed as demand for goods and services. The 1860’s were a watershed period in economic thought as several writers independently argued that the value of a good or service depended on the pleasure gained from the last unit consumed on the market demand curve. Some frivolous trinket that took little time and resources to produce could sell for a high price as long as it caught the fancy of consumers. While cost of production still conditioned how many items would be produced the exchange value was still determined by the marginal utility realized in a competitive market. To Jevons, labor value was determined by a product’s price rather than price being determined by the cost of labor expended in production. In his words, “I hold labour to be essentially variable, so that its value must be determined by the value of the produce, not the value of the produce by that of the labour.”
  When coupled together with the Ricardian production side of the market, this utilitarian view of the demand side of the market puts the entire market outside the bounds of moral reflection and practical ethics.  By quantifying production functions and utility functions it was a simple matter to mathematically determine where resources would and should be allocated. It was up to the Neo Classical economists to put together the sophisticated mathematical models that would show tendencies and equilibriums. This is how the world worked economically and moral considerations were eliminated from the process. This does not mean that moral judgments do not exist in human affairs. Rather it means that humans have within themselves the moral resources to make the social order work and there is no telos toward which those moral resources must point. 

In surveying the landscape of economic thought over time we are left with several interpretations of the legacy of the Classical economists. One from Adam Smith argues that economic outcomes are derived from morally directed human behavior in a free market environment. When people have processed their passions through the moral screens, the virtues that result make it possible for free exchange markets to bring universal opulence to society. A second interpretation is that economic activity is driven by forces of nature and it is the market that gives people the signals regarding wise economic choices. The forces of competition, specialization and exchange, the free movement of resources, and utility maximization will call forth the kind of behavior that lead to abundance and therefore the good life. These outcomes result because the market mechanism and rational processing naturally work toward that end without the cultivation of morality and virtues beyond that of prudence. In the first view there is telos, a purposeful creator and a role for the senses and the imagination. In the second view there is the loss of telos and rationality supersedes the senses and imagination. But are these two views really mutually exclusive or are they simply emphasizing different aspects of economic life and different methods of conceptualizing the same behavior? Deirdre McCloskey offers a synthesis alternative to these views. 
What does Deirdre McCloskey’s claim about markets and virtue add to the discussion of morality in Classical economics?
In The Bourgeois Virtues (2006) Deirdre McCloskey counters the view that virtues must be cultivated as a prerequisite in order to have a viable market system as I have argued Smith claimed. She also counters the view that the classical economic model after Smith ignores virtue seeing economics as a mechanistic order with a scientific detachment from normative intrusions. Rather she sees the market as a cultivator of virtue and that it needs to be restored to its place as a positive force for ethical development in society. “The claim here is that modern capitalism does not need to be offset to be good. Capitalism can on the contrary be virtuous. In a fallen world the bourgeois life is not perfect. But it is better than any available alternative.
 McCloskey’s book is an extensive look at the history and content of the seven classic virtues of prudence, temperance, courage, justice, love, faith, and hope. Her case is built on a consequentialist argument that capitalism has worked and, despite its faults, contributes to the development of the ethical life and therefore the social glue of society. 
There is much that is compelling in this argument and the manner in which the virtues are classified expands greatly the dialogue about markets and their moral foundation. Rather than a prudence only underpinning to markets McCloskey formulates the virtues in a manner that accounts for three important tensions in human activity. First, the need for autonomy and freedom is sometimes in tension with connection and solidarity. Second, the profane and the ordinary contrasts with the sacred. Third, the virtues are classified with regard to how they contribute to our understanding of the self in relation to others and the transcendent. McCloskey does not search for the perfect system or some elusive utopia where all the virtues are practiced to perfection. In fact she claims that such a world is an impossible dream. Tradeoffs must be made but in the process some balance for a desirable life can be found. Essentially the free market system has a better balance of the seven virtues than any other alternative. “Private property and unfettered exchange –in a phrase, modern capitalism-is not the kingdom of heaven, Lord knows. But for allocating scarce goods and especially for making more of them, well…it is the worst system, except for all those others that have been tried from time to time. And its ethical effect, I have been arguing, is by no means entirely bad.”
 This is an understatement of her thesis perhaps because she is contrasting a social system of this world with the kingdom of heaven. However, seeing market capitalism as a positive force for virtue development brings the discussion of the moral foundation of economics back to its roots in the 18th and 19th century where Classical economists first had to confront the moral and ethical roots of the emerging new social order. 
In conclusion, I have explored three alternative readings of the ethical foundations of Classical economics. The first reading put forward the claim that Adam Smith viewed the process of moral development as a prerequisite for ethical market activity. The second view suggests that the market itself demands behavior sufficient for social solidarity without explicit moral content. The third reading is McCloskey’s view that markets require some practice of the full range of virtues and therefore they help to build a virtuous though imperfect world. The context of her argument is the world of the Classical economists and the efforts of those thinkers to philosophically understand the system they were promoting. Which reading one takes will often depend on the political philosophy and the theology of the reader. Critical issues will include  a) how depraved or inclined toward virtue is human nature, b) how radical is the religious calling to which one subscribes, c) is a social order organic or mechanistic d) is behavior primarily driven by the senses and emotions or by rational processing and e) to what degree do consequences validate a practice. 
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The second screen is the impartial spectator in which one enters into their own situation from behind a veil of ignorance in order to make impartial  moral judgments.





From the social passions come the virtues of benevolence and self-control. The highest virtues possible.





Social Passions


Generosity


Compassion


Esteem





All of the passions are subject to filters or screens that condition be-havior. The first screen is sympathy, which allows a person to identify with another or to develop a  fellow feeling toward them.





Unsocial Passions


Hate


Envy


Revenge





The unsocial passions are unacceptable and are kept hidden if one seeks social approval.





Selfish passions, when filtered, lead to the virtues of prudence and justice. These lead to the “rules of the game.”





Selfish passions


Grief


Joy


Pain/pleasure choice


Self preservation


Desire for Approval





The All Seeing Judge of the Universe
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