
T h e Other A d a m S m i t h 

From Readings in the History of Economic Thought by 
S. Howard Patterson, McGraw-Hi l l , 1932. By permission 
of McCraw-Hill Book Co. 

There is much talk these days about supply 
side economics, which I take to mean the shift 
of attention f rom increasing consumption to 
encouraging product ion. In theory this is 
achieved by throwing of f as many artificial 
constraints as possible, those regulations, 
controls, and excessive taxes which tend to 
impede investment leading to greater 
productivity. The aim, of course, is to return 
to a freer market in which productive capacity 
wil l increase and the pressures of inflation wi l l 
abate. 

Behind all of this th inking the name of 
Adam Smith looms prominently, for Adam 
Smith had indeed set for th much of the 
intellectual rationale for the free market in his 
Wealth of Nations published in 1776. He 
proposed to allow the market to function as 
the chief allocator of investment, thereby 
rewarding the dil igent and the astute, and 
penalizing the tradi t ion-bound and ineff icient. 
Such a remedy has obvious attractions today 
for all who labor under the burden of 
excessive regulation, whether in business or 
in other institutions like universities. 

Adam Smith may have more to teach us 
than we have yet acknowledged. He was not 
simply an economist (indeed there was no 
such thing then), but was a political and moral 
philosopher, concerned primarily with the 
springs of human behavior and of social 
responsibility. His Theory of Moral Sentiments 
sought to explain men's actions, just as the * 
Wealth of Nations explained the economic 
functioning of society. And^s the market was 
the key to his Wealth of Nations, so the term, 
sympathyis the key to his Theory of Moral 
Sentiments. 

A D A M S M I T H 

26 O C T O B E R 1981, E C O N O M I C R E V I E W 

Digitized for FRASER 
http://fraser.stlouisfed.org/ 
Federal Reserve Bank of St. Louis

October 1981



Capitalism, said Adam Smith, depends on disciplined, public-spirited citizens who 
are willing to postpone reward for the sake of future productivity. At a recent dinner 
for Atlanta Federal Reserve Bank directors and members of the business community, 
James T. Laney, President of Emory University (and former Dean of Emory's Candler 
School of Theology) argued that the shift toward consumption and immediate 
gratification undermines the moral and psychological foundations of capitalism. 

Sympathy: The Moral Basis of Capitalism 

Sympathy had a very specialized meaning 
for Smith, indicating that capacity to identify 
with others, to engage one's passions in the 
service of things larger than one's self. 
Sympathy could lead to a lively, accurate 
understanding of other people and thus 
enable one to become socially more useful. 
Sympathy was not a sentimental concept for 
Smith, rather it invested the idea of one's 
larger interests with the new dimension, for 
unless self-interest is intelligent it degenerates 
into pandering to the passions. To be 
intelligent means to know others and what 
they would like and aspire to become 
themselves. To pursue one's interests can lead 
to mutual advantage if the enterprising spirit 
can identify and meet a real need that exists 
beyond one's self. 

It was in this way that Smith joined or saw 
the joining together of what had traditionally 
been separate, namely the passions on the 
one hand and interests on the other. In the 
centuries preceding the emergence of 
capitalism, the passions had been directed 
principally toward the achievement of glory, as 
with the codes of honor embodied by the 
nobility. Their highly refined sense of honor 
was for the most part socially useless and 
economically costly. To work for one's 
interests directly was despised and considered 
ignoble. But Smith was confident that the 
intelligent pursuit of one's true interests — 
one's advantage — would lead to a great 
advantage for all. He saw that it was possible 
for men's ambitions, which until then had 
been focused on vainglory, to be directed 
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instead toward the power and respect that 
could be gained through economic success. 
By coupling men's passions with men's 
interests in this new way, he saw that a new 
era of unprecedented energy and creativity 
might be unleashed. 

This new understanding of passions and 
interests required a new set of virtues, a 
morally authorized code of behavior newly 
sanctioned and rewarded by society and the 
church. The identification of these new virtues 
has been amply documented by scholars in 
books such as Religion and the Rise of 
Capitalism by R. H. Tawney, and The Protestant 
Ethic and the Spirit of Capitalism by Max 
Weber. These books have shown us that it was 
the great Puritan contribution to economic life 
to identify a "cal l ing" or vocation which 
requires enterprise, diligence, and thrift for its 
fulf i l lment. 

Puritanism gave the pursuit of such interests 
divine sanction and showed that this working 
of divine wil l through an individual's daily 
work could be advantageous to society at 

large. Within this Puritan ethic, to become a 
productive and useful member of society 
offered a measure of respect and honor, as 
well as the possibility of wealth. 
Self-improvement was tied to virtues which 
led to a mastery of self, and thereby to a 
mastery of the world. It was because the 
Puritan, this new character or personality, was 
satisfied to postpone or delay his gratification, 
that capital accumulation was made possible 
and that investment leading to new kinds of 
productivity emerged. 

It is interesting to trace how church and 
society began to honor this type of character, 
setting up the payment of debts — hence 
trustworthiness and solid work, hence 
integrity — as the principal ideal of individual 
life. This type of personality was promoted 
and approved through class meetings in the 
Protestant church, through the strict 
expectations and standards of Victorian 
morality, and through home life. It was 
believed that one did not have to take undue 
advantage of another to be in the pursuit of 
one's own interests. 

We can readily see how these moral 
assumptions underlay the development of the 
modern ethos of capitalism. This kind of 
character was inner-directed, embodying 
disciplines and restraints which made possible 
the successful operation of the free market 
and free enterprise itself. It is important to us 
to recognize that the basic condit ion for the 
emergence of capitalism was the 
postponement of gratification for the sake of 
investment and enterprise, in other words, for 
the sake of future productivity. The free 
market of Adam Smith was in the service of 
this type of person and required this type of 
person for its operation. When one forgets 
that the Wealth of Nations is written by the 
man who also gave us the Theory of Moral 
Sentiments, it is easy to overlook that an 
adequate operation of the free market still 
requires the type of person who can be 
entrusted with this kind of freedom and 
power. 

The Shift from Sympathy 

It is evident that in the last half century or 
so there has been a profound shift in our 
basic ethos, a shift f rom an emphasis upon 
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productivity and the postponement of 
gratification to consumption and immediate 
gratification. If the emphasis on product ion 
requires certain traits or virtues, it is similarly 
clear that an emphasis upon consumption wil l 
develop its own kind of personality. That 
personality is very much in evidence in our 
society today. 

How has this come about? For one thing, 
we see that there has been a steady erosion of 
religious conviction concerning vocation. 
There is little talk today about the sense of 
doing the wil l of God in one's daily work, 
whether that work is in the marketplace or in 
a profession. The emphasis all about us is on 
the encouragement of enjoyment through 
various kinds of increasingly sophisticated 
consumption. The passions, instead of being 
directed toward the approval of God, are now 
in pursuit of their own ends. 

Secondly, instead of seeing ourselves as 
participants in product ion, we understand 
ourselves as consumers. This means that 
getting our share of the fruit of labor is our 
principal end, and this leads to a pitt ing of 
self-interest against society rather than for the 
good of society as Adam Smith envisioned. 
One does not th ink of one's contr ibut ion to 
society as much as what one can get out of it. 

And thirdly, the enormous increase in 
specialization, along wi th the increasing 
complexity of society and administration of all 
institutions, has led to a loss of personal 
identification wi th what one does in life. In 
other words, that remarkable fusion of the 
passions and interests that marked an earlier 
age is gone, and wi th it that type of character. 
We see in emerging young professionals, 
whether in business or in law or in medicine, 
a willingness to submit to the disciplines of 
the job or profession only if there are large 
compensations which are not too long 
delayed. In many cases, this means that their 
hearts are not in their work, which they are 
wil l ing to endure only for the sake of the 
"private l i fe" that it makes possible. 

It follows that persons are less likely to 
embody those public virtues upon which 
society depends and are cultivating instead 
those private tastes which have little to 
contribute to the public good. Self-interest 
and public interest are now held together 
more by external rewards than by internal 
motives. We see a growing impatience wi th all 

outside authority and wi th those moral 
expectations which in another age might have 
directed our behavior. The Moral Majority 
appreciates the nature of this contemporary 
problem but uses condemnation as its 
principal means of addressing it. This grows 
more out of a vague nostalgia for the past than 
out of any thoughtful assessment of or 
attention to the true nature of the problem. 

To revert to our original understanding, it is 
true that many things can be accomplished by 
market mechanisms, but the deepest social 
and economic problems are harder to address 
unless there is also a kind of personality, a 
type of character, which can be counted upon 
to work for the common good whi le pursuing 
private ends. 

What this all means is that capitalism has a 
stake in the moral climate of a society. Its 
leaders must embody those qualities and 
virtues which alone can ensure the wel l-being 
and total good of the society. And its 
individual citizens must share a sense of labor 
and professionalism and public life that 
embraces the now old-fashioned notion of the 
common good. 

— James T. Laney 
President 
Emory University 
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