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the significance of smith’s theory of moral sentiments

Adam Smith was not only an economist, though that is almost exclusively how he is known today—and for good reason. His Inquiry into the Nature and Causes of the Wealth of Nations (WN) is one of the most important books in the Western tradition. Aside from ushering in the modern market-based economic order, which is now becoming the world-wide norm, WN laid out several of the fundamental elements of what was to become standard economic theory. The crucial importance of the division of labor, the dependence of specialization on the extent of the available market, the dynamic relation between supply and demand that sets prices, and the salutary effects of free trade are all notions that students learn in their first economics class and are all notions investigated systematically for the first time in Smith’s book. WN argues that given the way these factors operate, we should expect that material prosperity will vary indirectly with governmental regulation of the marketplace; and, when one looks at the historical record—which Smith does in enormous detail—our expectations are in fact borne out. WN’s conclusion, then, is simple: if we want increasing material prosperity, we must decrease governmental interference in the operations of economic marketplaces. 

WN was published in 1776, and the subsequent history of those nations that to the greatest extent adopted Smith’s recommendations—American and Great Britain, for example—has vindicated his argument: nowhere else in the world has seen as much increase in material prosperity since the eighteenth century.
 Because of its enormous historical influence and the corroboration of its central tenets, then, Smith’s Wealth of Nations has rightfully earned for itself a central place in the canon of great works of the Western tradition.


Smith became quite famous in both Britain and on the continent during his lifetime, but, perhaps surprisingly, not for the Wealth of Nations. Rather, it was for his earlier book, first published in 1759, on ethics. The Theory of Moral Sentiments (TMS) was written during an extraordinarily active period in ethical thought. Francis Hutcheson, who founded the so-called sentimentalist school of ethics, was Smith’s teacher; David Hume was Smith’s best friend and intellectual sparing partner; and Kant, who read Smith carefully, was coming onto the scene. Smith’s book synthesized both the important theoretical work done before him and also set the program for ethical philosophy for at least a generation after he died in 1790. Yet since about the middle of the nineteenth-century, WN has eclipsed TMS in recognition, readership, and, hence, influence. But that does not mean TMS has nothing to offer or is of merely historical significance. TMS merits scholarly attention even absent its enormous influence on moral philosophy during the eighteenth century. Yet, TMS has another asset that recommends it for inclusion in the Western canon, namely, that, as is the case with WN, its central argument is, in its essentials, sound. If true, that is pretty remarkable. Let me outline Smith’s argument in TMS, and then try to convince you that I am right about its soundness—and thus its enduring significance.
Smith’s Model

Smith’s goal in TMS is to explain two phenomena: how individual adopt standards of morality by which they judge others, and how individuals adopt standards of morality by which they judge themselves. One striking feature about both phenomena is that during their lifetimes people go from having no such standards as children to having standards that are commonly shared with others as adults. What explains this transition?

Smith argues that common moral standards arise on the basis of a market-like process. Since human beings live in different times and places, the systems of commonly shared moral standards vary in their details (think of dress codes and how people greet one another, for example); but since human beings also share, in some specific relevant respects, a common human nature, their moral systems enjoy significant overlap and on some issues will enjoy near unanimity (think, for example, of injunctions against incest and the killing of innocents). The element of human nature most crucial for Smith’s account is the desire for mutual sympathy of sentiments. This desire is the sine qua non of his theory. Near the beginning of TMS, Smith writes: “nothing pleases us more than to observe in other men a fellow-feeling with all the emotions of our own breast; nor are we ever so much shocked as by the appearance of the contrary.”
 For Smith, each of us gains pleasure from seeing his own sentiments echoed in others. It gives us pleasure when we see that our friends find the same things funny that we do, or when we find the same things distasteful as our friends. Smith thinks it is simply a fact about human nature that we find this mutual accord or concordance of sentiments—what Smith terms “sympathy”—pleasurable. In fact, he thinks this pleasure is one of the finest that human beings experience. Now, since everyone finds this pleasurable, everyone seeks it out; and this mutual seeking-out of sympathy of sentiments becomes, for Smith, the engine of social cohesion and the centrifugal force, as it were, of human communities.

Here is how Smith’s market mechanism is supposed to work. We are born, Smith thinks, with no morality whatsoever. A baby knows only its own wants. The baby has no notion of a proper (or improper) thing to ask for, of a proper (or improper) way to ask for it, or, for that matter, of shame or remorse for having asked for something it should not have; hence the baby attempts to have its wants satisfied simply by alarming its caregiver with howls and cries. Yet we do not blame the baby for these self-indulgences: it is not yet capable of considering such matters as propriety or others’ interests; and besides, Smith says, it is probably encouraged in its selfishness by its overly indulgent parent or nurse. 

According to Smith it is not until the baby has grown to a child and begins playing with its mates that the child has the shocking and jolting experience of realizing that he is not the center of everyone’s life, only of his own. Smith writes that this is the child’s introduction into the “great school of self-command”: it is on being with others and experiencing them judge oneself—even if only implicitly, by, say, not playing with one or simply ignoring one’s demands to have one’s desires satisfied—that one has the distinct displeasure associated with not sharing a mutual sympathy of sentiments. After the initial jolt, one casts about to find a way to relieve the displeasure, eventually hitting upon modifying one’s sentiments and behavior so that they more closely match that of one’s playmates. And voilà: an exquisite new pleasure is experienced, that of the mutual sympathy of sentiments, and a new and permanent desire for that pleasure has been aroused. From that point on, according to Smith, the child regularly engages in trial-and-error investigation into what behaviors will achieve this sympathy and thus satisfy this desire.

These trial-and-error attempts lead the individual to adopt habits and then rules of behavior and judgment that increase the chance of achieving ‘mutual sympathy.’ By the time the child is an adult, he has adopted a wide range of principles of behavior and judgment that he can apply in many different situations. Now, since everyone else is engaging in precisely the same investigation, all our disparate sentiments ‘gravitate’ (Smith’s term) towards mutually acceptable means. This is the invisible-hand mechanism that Smith thinks generates commonly shared standards of behavior and judgment, indeed a commonly shared system of morality. 

The model at work in TMS comprises, then, four central structural features: a system of order arising unintentionally from the actions of individuals, an unconscious and slow development of rules by which the system operates, the system’s dependence on regular exchange among freely associating people, and a system that receives its initial and ongoing impetus from the desires of the people who make use of it. We can, then, I think, accurately view Smith’s conception of the system of interactions in which moral standards develop as a marketplace of morals.
But Smith’s “marketplace” model can explain areas of human life outside of moral judgment-making. The first and most obvious application is to economic marketplaces, where the model Smith sets out in TMS matches up perfectly. This mechanism is similar to markets in other parts of human social life. Consider: A newcomer to a market might initially not know what his goods or services will command, so he tries out various exchange methods, rates, and partners until he hits upon some combination that succeeds. And then he too feels a pleasure—of his condition being bettered, which Smith claims in WN is our constant, cradle-to-grave motivation.
 

There are indeed several similarities between the Smithian moral marketplace and the Smithian economic marketplace. In both cases, people initially have little to go on: they must simply try something out. In both cases people might have been abashed and felt displeasure at having been initially spurned, which is the likely outcome of one’s first sallies in either market. Moreover, just as a person in an economic market might afterwards regret the exchange he made, so too a person might achieve a mutual sympathy with someone, only later to regret having done so with this person, or to this degree, or over this object. Finally, the process of trial-and-error discovery is supplemented crucially in both cases by an element of negotiation: one tries to convince potential mutual sympathizers or exchange partners that the behaviors or judgments, or the goods or services, should be sympathized with or exchanged for. One offers reasons or arguments, one exhorts, demands, pleas, cajoles, begs, harangues. You and I try to talk each other into sympathizing with one another’s sentiments, just as you and I might try to talk each other into selling one of our proffered goods at the other’s proffered price. These negotiations take many different forms, they range over an indefinitely wide variety of issues, and they frequently end in failure. Yet even in failure they are instructive; and when they are successful, they establish precedents that both we later on and others will imitate. The precedents become habits, then rules and principles; they then come to constitute a system of rules or principles.
That, roughly, is Smith’s account of the genesis both of shared moral standards, which includes commonly held conceptions of ‘propriety’ and ‘merit,’ and of shared economic standards, which includes commonly accepted prices, conditions of exchange, contracts, etc. Both systems are turbulent at the micro-level and subject to change over time, but both also settle on, or work towards, a modified equilibrium at the macro-level: the individual decisions that make up the systems are, on the individual level, often unpredictable and highly variegated, yet they (unintentionally) give rise to a larger system that is relatively coherent and susceptible of general description. 

Another application of Smith’s model is to the human institution of languages. In an early essay,
 Smith lays out how he suspects languages first came into being and how they change over time. The processes he describes in that essay are instances of the processes he set out at greater length in TMS, and his model for language change foreshadows in important ways contemporary theories about language change
—a remarkable feat considering that linguistics was only in its infancy at the time. 

I would like therefore to suggest that Smith’s analysis in TMS is of general applicability: the model it constructs for explaining the development of moral standards can be fruitfully employed to understand the development of all human social institutions. It can explain, for example, the accepted protocols of behavior in a fifteenth-century Indian bazaar as well as those of late-twentieth-century American business; it can explain why certain forms of address and speech are peculiarly acceptable among academic professors as well as that present among their students; it can explain why Americans think the English are stuffy and why the English think Americans are loose. Smith’s model is thus extraordinarily powerful, and its scope may be coterminous with the whole of human social activity itself. 

[NOT TO BE READ ALOUD (go to p. 11)] We thus have in Smith a sophisticated market-model that is emblematic of the Scottish Enlightenment’s discovery of unintended-order explanations to account for both human morality and economics. Here are the main elements:

(1) Institutional Structures. The institutional structures involved in the moral marketplace are those entities created to teach, encourage, enforce, or criticize patterns and protocols of moral behavior. Churches, schools, clubs, families, newspaper editorials all count; preachers, teachers and professors, friends, parents and siblings and children, and public intellectuals all maintain and develop the structures by simultaneously conveying the relevant information across the institutional structures, using the structures themselves, and enforcing or weakening the structures. In the economic marketplace we have analogous entities: protocols of exchange and contract and of punishment for breaches; agencies for discovering credit worthiness, solvency, and economic soundness, like Standard and Poor’s and Moody’s, Consumer Reports, and, more generally, reputation;
 and so on.

(2) Micromotives and macroresults. In the moral realm, all any of us usually wants is mutual sympathy of sentiments here, now, with this person (these are our “micromotives”); although we sometimes are also worried about future opportunities of mutual sympathy of sentiments, we are for the most part fairly short-sighted. Nevertheless, our attempts to secure mutual sympathy give rise to larger patterns and rules of behavior (“macroresults”).
 Similarly in economics: all we usually want is to exchange this for that, here, now, with this person. Again, although we are sometimes concerned about future exchanges, we are typically concerned only with our own future exchanges, not that of others; and in any case, our guesses about what courses of behavior are likely to increase the chances of future success at exchanging are based in part on the habits and rules of behavior our previous experience has indicated. And here again our micromotives can give rise to larger patterns of behavior.

(3) Coordination. People have various desires, goals, etc., yet the patterns of behavior that develop allow for complex arrays of order and sub-order. Go into your local supermarket and consider the diverse array of goods, and the untold numbers of people—most of whom do not know, or care, about one another—who cooperated to bring it together. This aspect of market interactions was brilliantly captured by Smith in the Wealth of Nations with his example of the “woollen coat.”

(4) Competition and negotiation. We compete for sympathy with others’ sentiments, which leads us to moderate our own sentiments so that they can accord with those of others; since others desire this as well, this leads us to develop mutually agreeable patterns of behavior. One cannot sympathize with two people whose sentiments are dissimilar, just as one cannot simultaneously exchange with everyone; hence one must choose, and do so on multiple fronts. Since everyone chooses and since everyone wants the best deal, as it were, for himself, the result is a mutual ferreting out of good patterns, subjected to rigorous correction from further testing and experience.

(5) The overall good and the “invisible hand.” We can use others’ behaviors as precedents and exemplars for ourselves, but they will then become habits and rules only if they work more efficiently than competing patterns we are aware of. Thus the patterns that ultimately arise, get repeated, and become widespread habits tend to be those that benefit people generally. This just is the “invisible hand” mechanism Smith describes, and it is a function of the market-like nature of human social interaction generally. [BEGIN READING AGAIN]
A Possible Problem

Let me now raise the central question of my presentation: Is Smith’s TMS, and its market model, significant still today? Given the market model’s range of application, the answer would appear to be clearly “yes.” But allow me to address briefly a recently raised objection. Walter J. Schultz has argued that Adam Smith’s “Invisible Hand Claim,” as Schultz calls it, fails. Schultz’s argument is that for beneficial “spontaneous orders” to emerge, we must assume that people naturally both recognize and abide by certain specific moral considerations like fair play and charity.
 Yet because, as Schultz claims, markets themselves cannot generate these necessary moral constraints, he concludes that markets alone are insufficient to produce desirable overall social orders. 

Schultz’s conclusion captures the sentiment of many anti-economic-imperialism writers who decry classical and neoclassical economics for assuming that people are amoral (and indeed inhuman) utility-maximizing robots. The charge is that economics cannot fully capture human social life if it systematically excludes from its models people who act out of motives other than selfish ones or who act in ways that they know conflict with their own (narrowly conceived) interests. The charge is that without assuming some widespread natural altruistic motivation among agents, there will be no way (1) to prevent everyone, or at least enough to destroy the functionality of the system, from trying to free ride on each other; (2) to ensure that people will follow generally beneficial rules when following them would sacrifice or be prejudicial to their individual interests in particular cases; or (3) to provide sufficient certainty among agents that others will not similarly defect from the rules. 

I think that Schultz is right to suggest that a fuller conception of human nature is required for markets to be able to do what their proponents claim they can, including, in particular, allocating moral, economic, and other resources in Pareto-superior, if not Pareto-optimal, ways. But a model that exploits all the relevant features of human nature, including those that the “homo economicus” conception of human nature leaves out—principally a genuine altruism and a functioning desire and commitment, even if unconscious, to follow the socially beneficial rules—is in fact provided by the Smithian account of the market model. The part of his model that fills this gap is precisely the crown jewel of Smith’s theory, the desire for mutual sympathy of sentiments. Recall that on the Smithian account human beings do not, in fact, want to satisfy only their own narrowly conceived ends: they are also interested in the “mutual sympathy” with others. Note is the first sentence of TMS: “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, 13). And even more than this, because human beings desire mutual sympathy of sentiments, they do in fact care what others think of their conduct. So this market model is richer than the neoclassical “homo economicus” models, and it thus does not fall prey to the objection Schultz raises. 

That already means that the Smithian model is deserving of serious attention. Yet it has still more going for it: Modern researchers have discovered that an element of human nature is that we do, in fact, strongly desire mutual sympathy of sentiments. This discovery has startled contemporary researchers, many of whom had thought that self-interest was the only real motivation human beings felt. Reflecting their various disciplinary perspectives, it has been called an “irrational” sacrificing of one’s own interests (Frank 1998), “conformism” to the thoughts and judgments of others (Boyd and Richerson 1990), an “exchange organ” that drives us to seek out social situations of reciprocal exchange (Barkow, Cosmides, and Tooby 1992), a “sympathy knob” that can be dialed up or down by training and environment (Pinker 2003), “mirror neurons” and “synaesthesia” that unconsciously raise sentiments in one person similar to those that person observes in others (Ramachandran 2000 and Ramachandran and Hubbard 2001), and a “deep structure of fairness” embedded in our mental instincts (Binmore 2005).

Thus the knowledge that others would disapprove of, for example, our free riding, breaching on contracts, reneging on promises, or making exceptions for ourselves from rules of behavior by which we expect others to live acts as a surprisingly effective disincentive to engage in such practices, and a strong incentive to pay our own way, keep our promises, honor our contracts, and abide by general rules. The crucial point is that these are natural incentives, that is, present without the aid of third-party intervention. Hence even if Schultz is correct that self-interest is not enough by itself to generate stable and beneficial social orders—and he may be right—it is nevertheless hasty to conclude that the systems of unintended-order generated by invisible-hand mechanisms cannot themselves lead to people spontaneously adopting the moral norms required for stable and beneficial social interaction. 

Let me conclude, then, by saying that if this proposed solution turns out to be adequate, it will mean that the Smithian market-model of human social orders is more powerful than it is often given credit for. It also means that by working out the explanatory model of human social interaction generally, Smith was beginning the construction of something like a grand unification theory for the study of human sociality that contemporary research is vindicating. That mean’s Smith’s TMS is, to the human sciences, something like what Newton’s Principia was to the physical sciences. I would say that gives it rather a great deal of enduring significance. Would you not agree? 
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�WN, 22–24. Smith’s passage is indeed too brilliant not to reprint in full: “Observe the accommodation of the most common artificer or day-labourer in a civilized and thriving country, and you will perceive that the number of people of whose industry a part, though but a small part, has been employed in procuring him this accommodation, exceeds all computation. The woollen coat, for example, which covers the day-labourer, as coarse and rough as it may appear, is the produce of the joint labour of a great multitude of workmen. The shepherd, the sorter of the wool, the wool-comber or carder, the dyer, the scribbler, the spinner, the weaver, the fuller, the dresser, with many others, must all join their different arts in order to complete even this homely production. How many merchants and carriers, besides, must have been employed in transporting the materials from some of those workmen to others who often live in a very distant part of the country! how much commerce and navigation in particular, how many ship-builders, sailors, sail-makers, rope-makers, must have been employed in order to bring together the different drugs made use of by the dyer, which often come from the remotest corners of the world! What a variety of labour too is necessary in order to produce the tools of the meanest of those workmen! To say nothing of such complicated machines as the ship of the sailor, the mill of the fuller, or even the loom of the weaver, let us consider only what a variety of labour is requisite in order to form that very simple machine, the shears with which the shepherd clips the wool. The miner, the builder of the furnace for smelting the ore, the feller of the timber, the burner of the charcoal to be made use of in the smelting-house, the brick-maker, the brick-layer, the workmen who attend the furnace, the mill-wright, the forger, the smith, must all of them join their different arts in order to produce them. Were we to examine, in the same manner, all the different parts of his dress and household furniture, the coarse linen shirt which he wears next his skin, the shoes which cover his feet, the bed which he lies on, and all the different parts which compose it, the kitchen-grate at which he prepares his victuals, the coals which he makes use of for that purpose, dug from the bowels of the earth, and brought to him perhaps by a long sea and a long land carriage, all the other utensils of his kitchen, all the furniture of his table, the knives and forks, the earthen or pewter plates upon which he serves up and divides his victuals, the different hands employed in preparing his bread and his beer, the glass window which lets in the heat and the light, and keeps out the wind and the rain, with all the knowledge and art requisite for preparing that beautiful and happy invention, without which these northern parts of the world could scarce have afforded a very comfortable habitation, together with the tools of all the different workmen employed in producing those different conveniencies; if we examine, I say, all these things, and consider what a variety of labour is employed about each of them, we shall be sensible that without the assistance and co-operation of many thousands, the very meanest person in a civilized country could not be provided, even according to what we very falsely imagine, the easy and simple manner in which he is commonly accommodated. Compared, indeed, with the more extravagant luxury of the great, his accommodation must no doubt appear extremely simple and easy; and yet it may be true, perhaps, that the accommodation of an European prince does not always so much exceed that of an industrious and frugal peasant, as the accommodation of the latter exceeds that of many an African king, the absolute master of the lives and liberties of ten thousand naked savages.”


�In his characteristically complex way, Schultz states the objection thus: “Every equilibrium allocation is Pareto optimal if and only if (1) There exists a normative social practice such that (i) Property rights for each commodity, a right to true information, a right to welfare, and a right to autonomy are held by each agent, and (ii) Each agent has some sufficient internal incentive to comply with these rights, and (iii) There exists some responsibility scheme, and (2) There exists some set of price conventions, and (3) There exist conventions and normative constraints for commodifying desire and for rectifying the results of accidental and intentional externalities. These are the moral conditions of economic efficiency” (2001: 105).
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