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Adam Smith (1723-1790) was a luminary in what is now called "the Scottish Enlighten
ment." Relatively little is known about his private life; he did not write an autobiography,
and in spite of his fame as well as his friendship with leading figures of the day (such as
Hume and Voltaire), his correspondence reveals surprisingly little about him as a man. He
was clearly of stem character, strict discipline, skeptical disposition (and thus much opposed
to extravagant religious or political claims), and complete trustworthiness. In many ways he

appears to have been the perfer.;,tStoic, needing little, independent, self-directed, and with
emotions under watchful supervision. He did not live a monastic life, however; he had a
wide circle of friends from many walks of life and regularly participated in meetings of lit
erary, scientific, and business circles.

Smith attended Glasgow University, where he studied with Francis Hutcheson, and then
Oxford, on the educational quality of which he subsequently commented caustically in the
Wealth of Nations. Between 1748 and 1751, Smith lectured at Edinburgh under the patron
age of Lord Kames; his topics were rhetoric, belles lettres, and jurisprudence. Student notes
of Smith's lectures have survived, and while imperfect as such notes must be, the notes show
that Smith possessed an impressive knowledge of the history of rhetoric and literature,
backed up by a command of the relevant languages, ancient and modem. From the start,
Smith also evinced a deep interest in the uses and development of language (as is shown by
his first publications) and put his command of rhetoric to work in his own writings.

In 1751, Smith was named professor of logic at Glasgow University; he taught logic
(which he rapidly transformed into a course on rhetoric), jurisprudence, and political theory.
The next year, he became professor of moral philosophy at Glasgow, and his subject
expanded to include ethics. After rising to the position of vice-rector of the university, Smith
resigned his chair in 1764 to serve as traveling tutor to the third Duke of Buccleuch. Smith
spent the next several years in France, where he met many of the leading philosophes, as
well as French political economists. By 1767, he had returned to his native Kirkcaldy, where
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he lived with his mother (Smith never married) and worked on further revision of his books,
as well as on drafts of others. In 1778, he was named commissioner of customs for Scotland

and of salt duties, and he relocated to Edinburgh. A decade later, he also served as rector of
Glasgow University. As appropriate to his international reputation and position, Smith was
consulted abQIJt various issues of the day, including about relations with the American
colonies.

Smith published just two books, The Theory of Moral Sentiments (first edition 1759) and
An Inquiry intothe Nature and Causes of the Wealth of Nations (first edition 1776), each in
a series of emended and expanded editions. From the first editions on, these two books were
remarkably successful, and with impressive speed elevated Smith to the stature of an inter
national celebrity. His work was rapidly translated into several languages and taken seri
ously by thinkers of the order of Burke, Hume, Bentham, Kant, and Hegel. Smith conceived
of these books as parts of a much more extended corpus that was to have included a "Philo
sophical History of the Liberal and Elegant Arts"; a treatment of "natural jurisprudence" (an
analysis of the "natural rules of justice" or "general principles of law and government"); and a
detailed account of the evolution of these rules of natural justice. Unfortunately, Smith
instructed that almost all of his unpublished manuscripts were to be destroyed on his death.
Two sets of student notes of his lectures on jurisprudence were discovered long after, and
they help us understand what part of the missing system might have looked like. A number
of posthumously published essays (now available in a volume entitled Essays on Philo
sophical Subjects), along with the student notes of his lectures on rhetoric, give us a rea
sonable picture of his "philosophical history" of rhetoric, the imitative arts, and both phi
losophy and science. These essays demonstrate Smith's vast and imaginative grasp of those
areas and outline a philosophy of science that seeks to account for theory acceptance in
broadly "aesthetic" terms. The "psychology" of inquiry, and the connection between knowl
edge, rhetoric, and aesthetics, clearly fas'ii.nated Smith, as is evident in the TheOlY of Moral
Sentiments as well.

The Wealth of Nations attempts to explain why free economic, political, and religious
markets are not only more efficient (when properly regulated) in increasing the wealth of
nations but also more in keeping with nature, more likely to win the approval of an impar
tial spectator than would monopolistic alternatives, and of course praiseworthy because sup
portive ofliberty. The book thus makes a broad-gauged case for a modern commercial soci
ety. Taken together, Smith's two books attempt to show how virtue, liberty, and material
welfare can complement each other. He shows full awareness of the potentially dehumaniz
ing force of what was later called "capitalism", and sought remedies for it in schemes for lib
eral education and properly organized religion. He harshly criticized colonialism, slavery,
and racism. Book V of the Wealth of Nations offers an ingenious "free market" solution to
the problem of religious faction, one that depends on the assumptions in the Theory of Moral
Sentiments about the psychology of moderation and fanaticism, a solution that strikingly
foreshadows James Madison's famous proposals in the tenth and fifty-first Federalist
Papers for controlling civil strife. Smith hopes that the result of fair competition among reli
gions will be to "reduce the doctrine of the greater part of them to that pure and rational reli
gion, free from every mixture of absurdity, imposture, or fanaticism, such as wise men have
in all ages of the world wished to see established." Unlike Marx, Smith did not take reli
gion to be the opium of the people, nor did he think that the religious impulse can, or should,
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be extirpated. He thought that it can have a constructive role, but under conditions of liberty
of religious belief. The argument in the Wealth of Nations in favor of liberty is not only
based on its utility in the service of wealth but also on its connection with justice and the
flourishing of virtues such as moderation and prudence. The relationship between liberal
institutional arrangements (such as the separation between church and state) and virtue is a
circular one for-Smith. The wrong arrangements elicit fanaticism and corruption, which in
turn further illiberal institutions.

In the "obvious and simple system of natural liberty ," Smith writes, "every man, as long as
he does not violate the laws of justice, is left perfectly freeto pursue his own interest his own
way, and to bring both his industry and capital into competition with those of any other man,
or order of men." The government is left with the duties of promoting public works, protect
ing society from invasion, and protecting its citizens from one other. These are areas in which
the efforts of individuals are insufficient. In Smith's hands, these supply a wide entrance for
government intervention in society, and he is never dogmatic in defining precisely what gov
ernment mayor may not do. Smith does not advocate mere laissez-faire, and he sees a role for
the state in regulating, or encouraging, or even supporting the arts, education, commerce, and
many other areas.

In complex ways, Smith's work self-consciously synthesizes ancient and modern
thought; it is both of the Enlightenment and the counter -Enlightenment, as is clear in Smith's
subtle discussions of the relationship between commerce and virtue. Smith provides a fas
cinating window on the old "quarrel between ancients and moderns." He does so with
marked self-consciousness about his approach, showing a sophisticated awareness of his
own methodology and rhetoric.

The combination of the incompleteness of Smith's corpus, his decision in the two pub
lished books not to comment on the unity of the moral philosophy and political economy,
the dialectical quality of his writing, the intrinsic difficulty of the issues, and the eclecticism
of his thinking, have made it a challenge 'l\') articulate the unity of his project. The problem
of the unity of Smith's books became a cause celebre in nineteenth-century German schol
arship, where it gained the impressive technical designation of "das Adam-Smith Problem."
The alleged problem consisted in part in the unity of the doctrine of sympathy and benevo
lence of the one work, with that of selfishness and acquisitiveness of the other. While stated
thus, the problem is based on a misunderstanding of the terms "sympathy" and "self
interest." At a deeper level, the questions of the relationship between self-interest and duty
toward others, between socially derived morals and independent moral norms, remains. But
these are general philosophical problems, and to Smith's credit he thought them through
with integrity and an open mind. His general argument in favor of a modern commercial
republic is nuanced and qualified as appropriate, and is all the more powerful for it.

The secondary literature on Smith is vast. A small sample of the widely divergent but fine
work on Smith would include V. Brown's Adam Smith's Discourse: Canonicity, Commerce
and Conscience (London: Routledge, 1994), a book that deploys recent literary theory in a
novel interpretation of Smith; 1. Cropsey's classic Polity and Economy: An Interpretation of
the Principles of Adam Smith (Westport, Conn.: Greenwood Press, 1977), in which Smith is
placed in the decisively "modern" tradition of political philosophy stemming from Machi
avelli and Hobbes; and K. Haakonssen's The Science of a Legislator: The Natural Jurispru
dence of David Hume & Adam Smith (Cambridge: Cambridge University Press, 1981), a
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work exploring Smith's theory of justice and arguing for the centrality of "natural jurispru
dence" to Smith's philosophy. Wealth and Virtue (Cambridge: Cambridge University Press,
1983), edited by 1. Ront and M. Ignatieff, contains useful essays about Smith's seemingly
paradoxical arguments on this classical theme. D. D. Raphael's Adam Smith (Oxford:
Oxford University Press, 1985) supplies a useful and precise overview of Smith and his
thought. A:--S.Skinner's A System of Social Science: Paper Relating to Adam Smith (Oxford:
Clarendon Press, 1979) brings together a number of Skinner's seminal papers on Smith,

while D. Winch's Adam Smith's Politics: An Essay in Historiographjc Revision (Cam
bridge: Cambridge University Press, 1978) counters the view that Smith assimilated "poli
tics" to "economics," and with attention to the historical context reconstructs the substance

of Smith's political theory. For an overview of the secondary literature, see M. B. Light
wood's A Selected Bibliography of Significant Works About Adam Smith (Philadelphia: Uni
versity of Pennsylvania Press, 1984); and F. Cordasco's and B. Franklin's Adam Smith: A
Bibliographical Checklist (New York: B. Franklin, 1950).

For a recent comprehensive discussion of Smith's philosophy (one that places particular
emphasis on connections between Smith and contemporary moral and political philosophy,
as well as on Smith's contribution to and criticisms of the Enlightenment), see C. L. Gris
wold, Adam Smith and the Virtues of Enlightenment (Cambridge: Cambridge University
Press, 1999). Another recent philosophical work of relevance is S. Fleischacker's A Third
Concept of Liberty: Judgment and Freedom in Kant and Adam Smith (Princeton, N.J.:
Princeton University Press, 1999).

The Wealth of Nations

BOOKI

Of the Causes of Improvement in the
Productive Powers of Labour,

and of the Order According to Which Its
Produce Is Naturally Distributed Among the

Different Ranks of the People

Chapter 1

OF THE DIVISION OF LABOUR

The greatest improvement in the productive powers
of labour, and the greater part of the skill, dexterity,
and judgment with which it is any where directed, or
applied, seem to have been the effects of the division
oflabour.

The effects of the division of labour, in the gen
eral business of society, will be more easily under
stood, by considering in what manner it operates in
some particular manufactures. It is commonly sup
posed to be carried further in some very trifling

ones; not perhaps that it really is carried further in
them than in others of more importance: but in those
trifling manufactures which are destined to supply
the small wants of but a small number of people, the
whole number of workmen must necessarily be
small; and those employed in every different branch
of the work can often be collected into the same

workhouse, and placed at once under the view of the
spectator. In those great manufactures, on the con
trary, which are destined to supply the great wants of
the great body of the people, every different branch
of the work employs so great a number of workmen,
that it is impossible to collect them all into the same
workhouse. We can seldom see more, at one time,

than those employed in one single branch. Though in
such manufactures, therefore, the work may really
be divided into a much greater number of parts, than
in those of a more trifling nature, the division is not
near so obvious, and has accordingly been much less
observed.
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To take an example, therefore, from a very tri
fling manufacture; but one in which the division of
labour has been very often taken notice of, the trade
of the pin-maker; a workman not educated to this
business (which the division of labour has rendered
a distinct trade),--nor acquainted with the use of the
machinery employed in it (to the invention of which
the same division of labour has probably given occa
sion), could scarce, perhaps, with his utmost indus
try, make one pin in a day, and certainly could not
make twenty. But in the way in which this business
is now carried on, not only the whole work is a pecu
liar trade, but it is divided into a number of branches,

of which the greater part are likewise peculiar trades.
One man draws out the wire, another straights it, a
third cuts it, a fourth points it, a fifth grinds it at the
top for receiving the head; to make the head requires
two or three distinct operations; to put it on, is a
peculiar business, to whiten the pins is another; it is
even a trade by itself to put them into the paper; and
the important business of making a pin is, in this
manner, divided into about eighteen distinct opera
tions, which, in some manufactories, are all per
formed by distinct hands, though in others the same
man will sometimes perform two or three of them. I
have seen a small manufactory of this kind where ten
men only were employed, and where some"t>f them
consequently performed two or three distinct opera
tions. But though they were very poor, and therefore
but indifferently accommodated with the necessary
machinery, they could, when they exerted them
selves, make among them about twelve pounds of
pins in a day. There are in a pound upwards of four
thousand pins of a middling size. Those ten persons,
therefore, could make among them upwards of forty
eight thousand pins in a day. Each person, therefore,
making a tenth part of forty-eight thousand pins,
might be considered as making four thousand eight
hundred pins in a day. But if they had all wrought
separately and independently, and without any of
them having been educated to this peculiar business,
they certainly could not each of them have made
twenty, perhaps not one pin in a day; that is, cer
tainly, not the two hundred and fortieth, perhaps not
the four thousand eight hundredth part of what they
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are at present capable of performing, in consequence
of a proper division and combination of their differ
ent operations ....

This great increase of the quantity of work,
which, in consequence of the division of labour, the
same number of people are capable of performing, is
owing to three different circumstances; first, to the
increase of dexterity in every particular workman;
secondly, to the saving of the time which is com
monly lost in passing from one species of work to
another; and lastly, to the invention of a great num
ber of machines which facilitate and abridge labour,
and enable one man to do the work of many.

First, the improvement of the dexterity of the
workman necessarily increases the quantity of the
work he can perform, and the division of labour, by
reducing every man's business to some one simple
operation, and by making this operation the sole
employment of his life, necessarily increases very
much the dexterity of the workman. A common
smith, who, though accustomed to handle the ham
mer, has never been used to make nails, if upon some
particular occasion he is obliged to attempt it, will
scarce, I am assured, be able to make above two or

three hundred nails in a day, and those too very bad
ones. A smith who has been accustomed to make

nails, but whose sole or principal business has not
been that of a nailer, can seldom with his utmost dili

gence make more than eight hundred or a thousand
nails in a day. I have seen several boys under twenty
years of age who had never exercised any other trade
but that of making nails, and who, when they exerted
themselves, could make, each of them, upwards of
two thousand three hundred nails in a day. The mak
ing of a nail, however, is by no means one of the sim
plest operations. The same person blows the bel
lows, stirs or mends the fire as there is occasion,

heats the iron, and forges every part of the nail: In
forging the head too he is obliged to change his tools.
The different operations into which the making of a
pin, or of a metal button, is subdivided, are all of
them much more simple, and the dexterity of the per
son, of whose life it has been the sole business to

perform them, is usually much greater. The rapidity
with which some of the operations of those manu-
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factures are performed, exceeds what the human
hand could, by those who had never seen them, be
supposed capable of acquiring.

Secondly, the advantage which is gained by sav
ing the time commonly lost in passing from one sort
of work to another, is much greater than we should
at first view be apt to imagine it. It is impossible to
pass very quickly from one kind of work to another,
that is carried on ih a different place, and with quite
different tools. A country weaver, who cultivates a
small farm, must lose a good deal of time in passing
from his loom to the fielcr,-and from the field to his
loom. When the two trades can be carried on in the

same workhouse, the loss of time is no doubt much
less. It is even in this case, however, very consider
able. A man commonly saunters a little in turning his
hand from one sort of employment to another. When
he first begins the new work he is seldom very keen
and hearty; his mind, as they say, does not go to it,
and for some time he rather trifles than applies to
good purpose. The habit of sauntering and of indo
lent careless application, which is naturally, or rather
necessarily acquired by every country workman who
is obliged to change his work and his tools every half
hOUT,and to apply his hand in twenty different ways
almost every day of his life; renders him almost
always slothful and lazy, and incapable onny vig
orous application even on the most pressing occa
sions. Independent, therefore, of his deficiency in
point of dexterity, this cause alone must always
reduce considerably the quantity of work which he is
capable of performing.

Thirdly, and lastly, every body must be sensible
how much labour is facilitated and abridged by the
application of proper machinery. It is unnecessary to
give any example. I shall only observe, therefore,
that the invention of all those machines by which
labour is so much facilitated and abridged, seems to
have been originally owing to the division of labour.
Men are much more likely to discover easier and
readier methods of attaining any object, when the
whole attention of their minds is directed towards

that single object, than when it is dissipated among a
great variety of things. But in consequence of the
division of labour, the whole of every man's atten-
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tion comes naturally to be directed towards some
one very simple object. It is naturally to be expected,
therefore, that some one or other of those who are

employed in each particular branch of labour should
soon find out easier and readier methods of perform
ing their own particular work, wherever the nature of
it admits of such improvement. A great part of the
machines made use of in those manufactures in

which labour is most subdivided, were originally the
inventions of common workmen, who, being each of
them employed in some very simple operation, nat
urally turned their thoughts towards finding out eas
ier and readier methods of performing it. Whoever
has been much accustomed to visit such manufac

tures, must frequently have been shown very pretty
machines, which were the inventions of such work

men, in order to facilitate and quicken their own par
ticular part of the work. In the first fire-engines, a
boy was constantly employed to open and shut alter
nately the communication between the boiler and the
cylinder, according as the piston either ascended or
descended. One of those boys, who loved to play
with his companions, observed that, by tying a string
from the handle of the valve, which opened this
communication, to another part of the machine, the
valve would open and shut without his assistance,
and leave him at liberty to divert himself with his
play-fellows. One of the greatest improvements that
has been made upon this machine, since it was first
invented, was in this manner the discovery of a boy
who wanted to save his own labour.

All the improvements in machinery, however,
have by no means been the inventions of those who
had occasion to use the machines. Many improve
ments have been made by the ingenuity of the mak
ers of the machines, when to make them became the

business of a peculiar trade; and some by that of
those who are called philosophers or men of specu
lation, whose trade it is, not to do anything, but to
observe everything; and who, upon that account, are
often capable of combining together the powers of
the most distant and dissimilar objects. In the
progress of society, philosophy or speculation
becomes, like every other employment, the principal
or sole trade and occupation of a particular class of
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citizens. Like every other employment too, it is sub
divided into a great number of different branches,
each of which affords occupation to a peculiar tribe
or class of philosophers; and this subdivision of
employment in philosophy, as well as in every other
business, improves dexterity, and saves time. Each
individual becomes more expert in his own peculiar
branch, more work is done upon the whole, and the
quantity of science is considerably increased by it.

It is the great multiplication of the productions of
all the different arts, in consequence of the division
oflabour, which occasions, in a well-governed soci
ety, that universal opulence which extends itself to
the lowest ranks of the people. Every workman has a
great quantity of his own work to dispose of beyond
what he himself has occasion for; and every other
workman being exactly in the same situation, he is
enabled to exchange a great quantity of his own
goods for a great quantity, or, what comes to the
same thing, for the price of a great quantity of theirs.
He supplies them abundantly with what they have
occasion for, and they accommodate him as amply
with what he has occasion for, and a general plenty
diffuses itself through all the different ranks of the
society.

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 alljoin 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 com
merce and navigation in particular, how many ship
builders, sailors, sail-makers, rope-makers, must
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have been employed in order to bring together the
different drugs made use of by the dyer, which often
come from the remotest comers of the world! What

a variety of labour too is necessary in order to pro
duce the tools of the meanest of those workmenl 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 vari
ety of labour is requisite in order to form that very
simple machine, the shears with which the shep
herd 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 bricklayer, the
workmen who attend the furnace, the millwright,
the forger, the smith, must all of them join their dif
ferent 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 beau
tiful 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 per
son 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
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accommodated. Compared, indeed, with the more
extravagant luxury of the great, his accommodation

must no doubt appear extremely simpl~~and easy;
and yet it may be true, perhaps, that the accommo
dation of an European prince does not always so
much exceed that of an industrious and frugal peas
ant, 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.

Chapter II

OF THE PRINCIPLE WHICH GIVES OCCASION

TO THE DIVISION OF LABOUR

This division of labour, from which so many advan
tages are derived, is not originally the effect of any
human wisdom, which foresees and intends that gen
eral opulence to which it gives occasion. It is the
necessary, though very slow and gradual conse
quence of a certain propensity in human nature
which has in view no such extensive utility; the
propensity to truck, barter, and exchange one thing
for another.

Whether this propensity be one of those original
principles in human nature, of which no further
account can be given; or whether, as seems more
probable, it be the necessary consequence of (he fac
ulties of reason and speech, it belongs not to our
present subject to enquire. It is common to all men,
and to be found in no other race of animals, which

seem to know neither this nor any other species of
contracts. Two greyhounds, in running down the
same hare, have sometimes the appearance of acting
in some sort of concert. Each turns her towards his

companion, or endeavours to intercept her when his
companion turns her towards himself. This, how
ever, is not the effect of any contract, but of the acci
dental concurrence of their passions in the same
object at that particular time. Nobody ever saw a dog
make a fair and deliberate exchange of one bone for
another with another dog. Nobody ever saw one ani
mal by its gestures, and natural cries signify to
another, this is mine, that yours; I am willing to give
this for that. When an animal wants to obtain some

thing either of a man or of another animal, it has no
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other means of persuasion but to gain the favour of
those whose service it requires. A puppy fawns upon
its dam, and a spaniel endeavours by a thousand
attractions to engage the attention of its master who
is at dinner, when it wants to be fed by him. Man
sometimes uses the same arts with his brethren, and

when he has no other means of engaging them to act
according to his inclinations, endeavours by every
servile and fawning attention to obtain their good
will. He has not time, however, to do this upon every
occasion. In civilized society he stands at all times in
need of the co-operation and assistance of great mul
titudes, while his whole life is scarce sufficient to

gain the friendship of a few persons. 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. Whoever offers to another a bargain of any
kind, proposes to do this. Give me that which I want,
and you shall have this which you want, is the mean
ing of every such offer; and it is in this manner that
we obtain from one another the far greater part of
those good offices which we stand in need of. It is
not from the benevolence of the butcher, the brewer,

or the baker, that we expect our dinner, but from
their regard to their own interest. We address our
selves, not to their humanity but to their self-love,
and never talk to them of our own necessities but of

their advantages. Nobody but a beggar chooses to
depend chiefly upon the benevolence of his fellow
citizens. Even a beggar does not depend upon it
entirely. The charity of well-disposed people, indeed,
supplies him with the whole fund of his subsistence.
But though this principle ultimately provides him
with all the necessaries of life which he has occasion

for, it neither does nor can provide him with them as
he has occasion for them. The greater part of his
occasional wants are supplied in the same manner as
those of other people, by treaty, by barter, and by
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purchase. With the money which one man gives him
he purchases food. The old clothes which another
bestows upon him he exchanges for other old clothes
which suit him better, or for lodging, or for food, or
for money, with which he can buy either food,
clothes, or lodging; as he has occasion.

As it is by treaty, by barter, and by purchase, that
we obtain from one another the greater part of those
mutual good offices which we stand in need of, so it
is this same trucking disposition which originally
gives occasion to the division of labour. In a tribe of
hunters or shepherds a particular person makes bows
and arrows, for example, with more readiness and
dexterity than any other. He frequently exchanges
them for cattle or for venison with his companions;
and he finds at last that he can in this manner get
more cattle and venison, than if he himself went to

the field to catch them. From a regard to his own
interest, therefore, the making of bows and arrows
grows to be his chief business, and he becomes a sort
of armourer. Another excels in making the frames
and covers of their little huts or moveable houses. He

is accustomed to be of use in this way to his neigh
bours, who reward him in the same manner with cat
tle and with venison, till at last he finds it his interest

to dedicate himself entirely to this employment, and
to become a sort of house-carpenter. In t~ same
manner a third becomes a smith or a brazier, a fourth

a tanner or dresser of hides or skins, the principal
part of the clothing of savages. And thus the cer
tainty of being able to exchange all that surplus part
of the produce of his own labour, which is over and
above his own consumption, for such parts of the
produce of other men's labour as he may have occa
sion for, encourages every man to apply himself to a
particular occupation, and to cultivate and bring to
perfection whatever talent or genius he may possess
for that particular species of business.

The difference of natural talents in different men

is, in reality, much less than we are aware of; and the
very different genius which appears to distinguish
men of different professions, when grown up to
maturity, is not upon many occasions so much the
cause, as the effect of the division of labour. The dif
ference between the most dissimilar characters,
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between a philosopher and a common street porter,
for example, seems to arise not so much from nature,
as from habit, custom, and education. When they
came into the world, and for the first six or eight
years of their existence, they were, perhaps, very
much alike, and neither their parents nor play
fellows could perceive any remarkable difference.
About that age, or soon after, they come to be
employed in very different occupations. The differ
ence of talents comes then to be taken notice of, and

widens by degrees, till at last the vanity of the
philosopher is willing to acknowledge scarce any
resemblance. But without the disposition to truck,
barter, and exchange, every man must have procured
to himself every necessary and conveniency of life
which he wanted. All must have had the same duties

to perform, and the same work to do, and there could
have been no such difference of employment as
could alone give occasion to any great difference of
talents.

As it is this disposition which forms that differ
ence of talents, so remarkable among men of differ
ent professions, so it is this same disposition which
renders that difference useful. Many tribes of animals
acknowledged to be all of the same species, derive
from nature a much more remarkable distinction of

genius, than what, antecedent to custom and educa
tion, appears to take place among men. By nature a
philosopher is not in genius and disposition half so
different from a street porter, as a mastiff is from a
greyhound, or a greyhound from a spaniel, or this last
from a shepherd's dog. Those different tribes of ani
mals, however, though all ofthe same species, are of
scarce any use to one another. The strength of the
mastiff is not, in the least, supported either by the
swiftness of the greyhound, or by the sagacity of
the spaniel, or by the docility of the shepherd's dog.
The effects of those different geniuses and talents, for
want of the power or disposition to barter and
exchange, cannot be brought into a common stock,
and do not in the least contribute to the better accom

modation and conveniency of the species. Each ani
mal is still obliged to support and defend itself, sepa
rately and independently, and derives no sort of
advantage from that variety of talents with which
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nature has distinguished its fellows. Among men, on
the contrary, the most dissimilar geniuses are of use
to one another; the different produces of their respec
tive talents, by the general disposition to truck, barter,
and exchange, being brought, as it were, into com
mon stock, where every man may purchase whatever
part of the produce of other men's talents he has occa
sion for.

Chapter IV

OF THE ORIGIN AND USE OF MONEY

When the division of labour has been once thor

oughly established, it is but a very small part of a
man's wants which the produce of his own labour
can supply. He supplies the far greater part of them
by exchanging that surplus part of the produce of his
own labour, which is over and above his own con

sumption, for such parts of the produce of other
men's labour as he has occasion for. Every man thus
lives by exchanging, or becomes in some measure a
merchant, and the society itself grows to be what is
properly a commercial society.

But when the division of labour first began to take
place, this power of exchanging must frequently
have been very much clogged and embarrassed in its
operations. One man, we shall suppose, has mole of
a certain commodity than he himself has occasion
for, while another has less. The former consequently
would be glad to dispose of, and the latter to pur
chase, a part of this superfluity. But if this latter
should chance to have nothing that the former stands
in need of, no exchange can be made between them.
The butcher has more meat in his shop than he him
self can consume, and the brewer and the baker

would each of them be willing to purchase a part of
it. But they have nothing to offer in exchange, except
the different productions of their respective trades,
and the butcher is already provided with all the bread
and beer which he has immediate occasion for. No

exchange can, in this case, be made between them.
He cannot be their merchant, nor they his customers;
and they are all of them thus mutually less service
able to one another. In order to avoid the inconve

niency of such situations, every prudent man in
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every period of society, after the first establishment
of the division of labour, must naturally have
endeavoured to manage his affairs in such a manner,
as to have at all times by him, besides the peculiar
produce of his own industry, a certain quantity of
some one commodity or other, such as he imagined
few people would be likely to refuse in exchange for

the produce of their industry.
Many different commodities, it is probable, were

successively both thought of and employed for this
purpose. In the rude ages of society, cattle are said to
have been the common instrument of commerce;

and, though they must have been a most inconve
nient one, yet in old times we find things were fre
quently valued according to the number of cattle
which had been given in exchange for them. The
armour of Diomede, says Homer, cost only nine
oxen; but that of Glaucus cost an hundred oxen. Salt
is said to be the common instrument of commerce

and exchanges in Abyssinia; a species of shells in
some parts of the coast of India; dried cod at New
foundland; tobacco in Virginia; sugar in some of our
West India colonies; hides or dressed leather in some

other countries; and there is at this day a village in
Scotland where it is not uncommon, I am told, for a

workman to carry nails instead of money to the
baker's shop or the ale-house.

In all countries, however, men seem at last to

have been determined by irresistible reasons to give
the preference, for this employment, to metals above
every other commodity. Metals can not only be kept
with as little loss as any other commodity, scarce any
thing being less perishable than they are, but they
can likewise, without any loss, be divided into any
number of parts, as by fusion those parts can easily
be re-united again; a quality which no other equally
durable commodities possess, and which more than
any other quality renders them fit to be the instru
ments of commerce and circulation. The man who

wanted to buy salt, for example, and had nothing but
cattle to give in exchange for it, must have been
obliged to buy salt to the value of a whole ox, or a
whole sheep at a time. He could seldom buy less than
this, because what he was to give for it could seldom
be divided without loss; and if he had a mind to buy
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more, he must, for the same reasons, have been

obliged to buy double or triple the quantity, the
value, to wit, of two or three oxen, or of two or three

sheep. If, on the contrary, instead of sheep or oxen,
he had metals to give in exchange for it, he could
easily proportionthe quantity of the metal to the pre
cise quantity of the commodity which he had imme
diate occasion for. ...

It is in this manner that money has become in all
civilized nations the universal instrument of com

merce, by the intervention of which goods of all
kinds are bought and sold, or exchanged for one
another.

What are the rules which men naturally observe
in exchanging them either for money or for one
another, I shall now proceed to examine. These rules
determine what may be called the relative or
exchangeable value of goods.

The word Value, it is to be observed, has two dif

ferent meanings, and sometimes expresses the utility
of some particular object, and sometimes the power
of purchasing other goods which the possession of
that object conveys. The one may be called 'value in
use;' the other, 'value in exchange.' The things
which have the greatest value in use have frequently
little or no value in exchange; and, on the contrary,
those which have the greatest value in 'h.change
have frequently little or no value in use. Nothing is
more useful than water: but it will purchase scarce
anything; scarce anything can be had in exchange for
it. A diamond, on the contrary, has scarce any value
in use; but a very great quantity of other goods may
frequently be had in exchange for it.

In order to investigate the principles which regu
late the exchangeable value of commodities, I shall
endeavour to show,

First, what is the real measure of this exchange
able value; or, wherein consists the real price of all
commodities,

Secondly, what are the different parts of which
this real price is composed or made up.

And, lastly, what are the different circumstances
which sometimes raise some or all of these different

parts of price above, and sometimes sink them below
their natural or ordinary rate; or, what are the causes

341

which sometimes hinder the market price, that is, the
actual price of commodities, from coinciding
exactly with what may be called their natural price.

I shall endeavour to explain, as fully and distinctly
as I can, those three subjects in the three following
chapters, for which I must very earnestly entreat both
the patience and attention of the reader: his patience
in order to examine a detail which may perhaps in
some places appear unnecessarily tedious; and his
attention in order to understand what may, perhaps,
after the fullest explication which I am capable of
giving of it, appear still in some degree obscure. I am
always willing to run some hazard of being tedious in
order to be sure that I am perspicuous; and after tak
ing the utmost pains that I can to be perspicuous,
some obscurity may still appear to remain upon a sub
ject in its own nature extremely abstracted.

Chapter V

OF THE REAL AND NOMINAL PRICE

OF COMMODITIES, OR OF THEIR PRICE IN

LABOUR, AND THEIR PRICE IN MONEY

Every man is rich or poor according to the degree in
which he can afford to enjoy the necessaries, conve
niencies, and amusements of human life. But after the

division of labour has once thoroughly taken place, it
is but a very small part of these with which a man's
own labour can supply him. The far greater part of
them he must derive from the labour of other people,
and he must be rich or poor according to the quantity
of that labour which he can command, or which he can

afford to purchase. The value of any commodity,
therefore, to the person who possesses it, and who
means not to use or consume it himself, but to ex

change it for other commodities, is equal to the quan
tity oflabour which it enables him to purchase or com
mand. Labour, therefore, is the real measure of the
exchangeable value of all commodities.

The real price of everything, what everything
really costs to the man who wants to acquire it, is the
toil and trouble of acquiring it. What everything is
really worth to the man who has acquired it, and who
wants to dispose of it or exchange it for something
else, is the toil and trouble which it can save to him-
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self, and which it can impose upon other people. What
is bought with money or with goods is purchased by
labour as much as what we acquire by the toil of our
own body. That money or those goods indeed save us

this toil. They contain the value of a certain quantity of
labour which we exchange for what is supposed at the
time to contain the value of an equal quantity. Labour
was the first price, the original purchase money that
was paid for all things. It was not by gold or by silver,
but by labour, that all the wealth of the world was orig
inally purchased; and its value, to those who possess it
and who want to exchange it for some new produc
tions, is precisely equal to the quantity of labour
which it can enable them to purchase or command.

Wealth, as Mr. Hobbes says, is power. But the per
son who either acquires, or succeeds to a great for
tune, does not necessarily acquire or succeed to any
political power, either civil or military. His fortune
may, perhaps, afford him the means of acquiring
both, but the mere possession of that fortune does not
necessarily convey to him either. The power which
that possession immediately and directly conveys to
him, is the power of purchasing; a certain command
over all the labour, or over all the produce of labour
which is then in the market. His fortune is greater or
less, precisely in proportion to the ~tent of this
power; or to the quantity either of other men's
labour, or, what is the same thing, of the produce of
other men's labour, which it enables him to purchase
or command. The exchangeable value of everything
must always be precisely equal to the extent of this
power which it conveys to its owner.

But though labour be the real measure of the
exchangeable value of all commodities, it is not that
by which their value is commonly estimated. It is
often difficult to ascertain the proportion between
two different quantities of labour. The time spent in
two different sorts of work will not always alone
determine this proportion. The different degrees of
hardship endured, and of ingenuity exercised, must
likewise be taken into account. There may be more
labour in an hour's hard work than in two hours easy
business; or in an hour's application to a trade which
it cost ten years labour to learn, than in a month's
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industry at an ordinary and obvious employment.
But it is not easy to find any accurate measure either
of hardship or ingenuity. In exchanging indeed the
different productions of different sorts of labour for
one another, some allowance is commonly made for
both. It is adjusted, however, not by any accurate
measure, but by the higgling and bargaining of the
market, according to that sort of rough equality
which, though not exact, is sufficient for carrying on
the business of common life.

Every commodity besides, is more frequently
exchanged for, and thereby compared with, other
commodities than with labour. It is more natural,

therefore, to estimate its exchangeable value by the
quantity of some other commodity than by that of the
labour which it can purchase. The greater part of
people too understand better what is meant by a
quantity of a particular commodity, than by a quan
tity of labour. The one is a plain palpable object; the
other an abstract notion, which, though it can be
made sufficiently intelligible, is not altogether so
natural and obvious.

But when barter ceases, and money has become
the common instrument of commerce, every partic
ular commodity is more frequently exchanged for
money than for any other commodity. The butcher
seldom carries his beef or his mutton to the baker, or

the brewer, in order to exchange them for bread or
for beer, but he carries them to the market, where he
exchanges them for money, and afterwards ex
changes that money for bread and for beer. The
quantity of money which he gets for them regulates
too the quantity of bread and beer which he can
afterwards purchase. It is more natural and obvious
to him, therefore, to estimate their value by the quan
tity of money, the commodity for which he immedi
ately exchanges them, than by that of bread and beer,
the commodities for which he can exchange them
only by the intervention of another commodity; and
rather to say that his butcher's meat is worth three
pence or fourpence a pound, than that it is worth
three or four pounds of bread, or three or four quarts
of small beer. Hence it comes to pass, that the ex
changeable value of every commodity is more fre-
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quently estimated by the quantity of money, than by
the quantity either of labour or of any other com
modity which can be had in exchange for it.

Gold and silver, however, like every other com
modity, vary in their value, are sometimes cheaper
and sometimes dearer, sometimes of easier and

sometimes of more difficult purchase. The quantity
of labour which any particular quantity of them can
purchase or command, or the quantity of other goods
which it will exchange for, depends always upon the
fertility or barrenness of the mines which happen to
be known about the time when such exchanges are
made. The discovery of the abundant mines of
America reduced, in the sixteenth century, the value
of gold and silver in Europe to about a third of what
it had been before. As it cost less labour to bring
those metals from the mine to the market, so when

they were brought thither they could purchase or
command less labour; and this revolution in their

value, though perhaps the greatest, is by no means
the only one of which history gives some account.
But as a measure of quantity, such as the natural
foot, fathom, or handful, which is continually vary
ing in its own quantity, can never be an accurate
measure of the quantity of other things; so a com
modity which is itself continually varying in its own
value, can never be an accurate measure of the v:tue

of other commodities. Equal quantities of labour, at
all times and places, may be said to be of equal value
to the labourer. In his ordinary state of health,
strength and spirits; in the ordinary degree of his
skill and dexterity, he must always lay down the
same portion of his ease, his liberty, and his happi
ness. The price which he pays must always be the
same, whatever may be the quantity of goods which
he receives in return for it. Of these, indeed, it may
sometimes purchase a greater and sometimes a
smaller quantity; but it is their value which varies,
not that of the labour which purchases them. At all
times and places that is dear which it is difficult to
come at, or which it costs much labour to acquire;
and that cheap which is to be had easily, or with very
little labour. Labour alone, therefore, never varying
in its own value, is alone the ultimate arid real stan-
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dard by which the value of all commodities can at all
times and places be estimated and compared. It is
their real price; money is their nominal price only.

But though equal quantities of labour are always
of equal value to the labourer, yet to the person who
employs him they appear sometimes to be of greater
and sometimes of smaller value. He purchases them
sometimes with a greater and sometimes with a
smaller quantity of goods, and to him the price of
labour seems to vary like that of all other things. It
appears to him dear in the one case, and cheap in the
other. In reality, however, it is the goods which are
cheap in the one case, and dear in the other.

In this popular sense, therefore, labour, like com
modities, may be said to have a real and a nominal
price. Its real price may be said to consist in the
quantity of the necessaries and conveniencies of life
which are given for it; its nominal price, in the quan
tity of money. The labourer is rich or poor, is well or
ill rewarded, in proportion to the real, not to the
nominal price of his labour. ...

Chapter VI

OF THE COMPONENT PARTS

OF THE PRICE OF COMMODITIES

In that early and rude state of society which precedes
both the accumulation of stock and the appropriation
of land, the proportion between the quantities of
labour necessary for acquiring different objects
seems to be the only circumstance which can afford
any rule for exchanging them for one another. If
among a nation of hunters, for example, it usually
costs twice the labour to kill a beaver which it does to

kill a deer, one beaver should naturally exchange for
or be worth two deer. It is natural that what is usually
the produce of two days or two hours labour, should
be worth double of what is usually the produce of one
day's or one hour's labour.

If the one species of labour should be more severe
than the other, some allowance will naturally be
made for this superior hardship; and the produce of
one hour's labour in the one way may frequently
exchange for that of two hours labour in the other.
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Or if the one species of labour requires an uncom
mon degree of dexterity and ingenuity, the esteem
which men have for such talents, will naturally give a
value to their produce, superior to what would be due
to the time employed about it. Such talents can sel
dom be acquired butin consequence oflong applica
tion, and the superior value of their produce may fre
quently be no more than a reasonable compensation
for the time and labour which must be spent in acquir
ing them. In the advanced state of society, allowances
of this kind, for superior hardship and superior still,
are commonly made in the wages of labour; and
something of the same kind must probably have
taken place in its earliest and rudest period.

In this state ofthings, the whole produce oflabour
belongs to the labourer; and the quantity of labour
commonly employed in acquiring or producing any
commodity, is the only circumstance which can regu
late the quantity of labour which it ought commonly
to purchase, command, or exchange for.

As soon as stock has accumulated in the hands of

particular persons, some of them will naturally
employ it in setting to work industrious people,
whom they will supply with materials and subsis
tence, in order to make a profit by the sale of their
work, or by what their labour adds to the value of the
materials. In exchanging the complete manuf~ture
either for money, for labour, or for other goods, over
and above what may be sufficient to pay the price of
the materials, and the wages of the workmen, some
thing must be given for the profits of the undertaker
of the work who hazards his stock in this adventure.

The value which the workmen add to the materials,

therefore, resolves itself in this case into two parts,
of which the one pays their wages, the other the prof
its of their employer upon the whole stock of mate
rials and wages which he advanced. He could have
no interest to employ them, unless he expected from
the sale of their work something more than what was
sufficient to replace his stock to him; and he could
have no interest to employ a great stock rather than a
small one, unless his profits were to bear some pro
portion to the extent of his stock.

The profits of stock, it may perhaps be thought, are
only a different name for the wages of a particular sort

ADAM SMITH

oflabour, the labour of inspection and direction. They
are, however, altogether different, are regulated by
quite different principles, and bear no proportion to
the quantity, the hardship, or the ingenuity of this sup
posed labour of inspection and direction. They are
regulated altogether by the value of the stock
employed, and are greater or smaller in proportion to
the extent of this stock.Let us suppose, for example,
that in some particular place, where the common
annual profits of manufacturing stock are ten per cent,
there are two different manufactures, in each of which

twenty workmen are employed at the rate of fifteen
pounds a year each, or at the expense of three hundred
a year in each manufactory. Let us suppose too, that
the coarse materials annually wrought up in the one
cost only seven hundred pounds, while the finer mate
rials in the other cost seven thousand. The capital
annually employed in the one will in this case amount
only to one thousand pounds; whereas that employed
in the other will amount to seven thousand three hun

dred pounds. At the rate of ten per cent, therefore, the
undertaker of the one will expect an yearly profit of
about one hundred pounds only; while that of the
other will expect about seven hundred and thirty
pounds. But though their profits are so very different,
their labour of inspection and direction may be either
altogether or very nearly the same. In many great
works, almost the whole labour of this kind is com

mitted to some principal clerk. His wages properly
express the value of this labour of inspection and
direction. Though in settling them some regard is had
commonly, not only to his labour and skill, but to the
trust which is reposed in him, yet they never bear any
regular proportion to the capital of which he oversees
the management; and the owner of this capital, though
he is thus discharged of almost all labour , still expects
that his profits should bear a regular proportion to his
capital. In the price of commodities, therefore, the
profits of stock constitute a component part altogether
different from the wages of labour, and regulated by
quite different principles.

In this state of things, the whole produce oflabour
does not always belong to the labourer. He must in
most cases share it with the owner of the stock which

employs him. Neither is the quantity of labour com-
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manly employed in acquiring or producing any com
modity, the only circumstance which can regulate the
quantity which it ought commonly to purchase, com
mand, or exchange for. An additional quantity, it is
evident, must be due for the profits of the stock which
advanced the wages and furnished the materials of
that labour.

As soon as the land of any country has all become
private property, the landlords, like all other men,
love to reap where they never sowed, and demand a
rent even for its natural produce. The wood of the
forest, the grass of the field, and all the natural fruits
of the earth, which, when land was in common, cost

the labourer only the trouble of gathering them,
come, even to him, to have an additional price fixed
upon them. He must then pay for the licence to
gather them; and must give up to the landlord a por
tion of what his labour either collects or produces.
This portion, or, what comes to the same thing, the
price of this portion, constitutes the rent of land, and
in the price of the greater part of commodities makes
a third component part.

The real value of all the different component
parts of price, it must be observed, is measured by
the quantity of labour which they can, each of them,
purchase or command. Labour measures the value
not only of that part of price which resolV'8s itself
into labour, but of that which resolves itself into rent,

and of that which resolves itself into profit. ...

BOOK IV

Of Systems of Political Economy

Introduction

Political economy, considered as a branch of the
science of a statesman or legislator, proposes two
distinct objects; first, to provide a plentiful revenue
or subsistence for the people, or more properly to
enable them to provide such a revenue or subsistence
for themselves; and secondly, to supply the state or
commonwealth with a revenue sufficient for the

public services. It proposes to enrich both the people
and the sovereign.
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The different progress of opulence in different
ages and nations, has given occasion to two different
systems of political economy, with regard to enrich
ing the people. The one may be called the system of
commerce, the other that of agriculture. I shall
endeavour to explain both as fully and distinctly as I
can, and shall begin with the system of commerce. It
is the modern system, and is best understood in our
own country and in our own times.

Chapter II

OF RESTRAINTS UPON THE IMPORTATION

FROM FOREIGN COUNTRIES OF SUCH GOODS

AS CAN BE PRODUCED AT HOME

... Every individual is continually exerting himself
to find out the most advantageous employment for
whatever capital he can command. It is his own
advantage, indeed, and not that of the society, which
he has in view. But the study of his own advantage
naturally, or rather necessarily leads him to prefer
that employment which is most advantageous to the
society.

First, every individual endeavours to employ his
capital as near home as he can, and consequently as
much as he can in the support of domestic industry;
provided always that he can thereby obtain the ordi
nary, or not a great deal less than the ordinary profits
of stock.

Thus upon equal or nearly equal profits, every
wholesale merchant naturally prefers the home-trade
to the foreign trade of consumption, and the foreign
trade of consumption to the carrying trade. In the
home-trade his capital is never so long out of his sight
as it frequently is in the foreign trade of consumption.
He can know better the character and situation of the

persons whom he trusts, and if he should happen to
be deceived, he knows better the laws of the country
from which he must seek redress. In the carrying
trade, the capital of the merchant is, as it were,
divided between two foreign countries, and no part of
it is ever necessarily brought home, or placed under
his own immediate view and command. The capital
which an Amsterdam merchant employs in carrying
corn from Konnigsberg to Lisbon, and fruit and wine
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from Lisbon to Konnigsberg, must generally be the
one-half of it at Konnigsberg and the other half at
Lisbon. No part of it need ever come to Amsterdam.
The natural residence of such a merchant should

either be at Konnigsberg or Lisbon, and it can only be
some very particular circumstances which can make
him prefer the residence of Amsterdam. The uneasi
ness, however, which he feels at being separated so
far from his capital, generally determines him to
bring part both of the Konnigsberg goods which he
destines for the market of Lisbon, and of the Lisbon

goods which he destines for that of Konnigsberg, to
Amsterdam: and though this necessarily subjects him
to a double charge of loading and unloading, as well
as to the payment of some duties and customs, yet for
the sale of having some part of his capital always
under his own view and command, he willingly sub
mits to this extraordinary charge; and it is in this
manner that every country which has any consider
able share of the carrying trade, becomes always the
emporium, or general market, for the goods of all the
different countries whose trade it carries on. The

merchant, in order to save a second loading and
unloading, endeavours always to sell in the home
market as much of the goods of all those different
countries as he can, and thus, so far as he can, to con-
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vert his carrying trade into a foreign trade of con-
sumption. A merchant, in the same manner, who is
engaged in the foreign trade of consumption, when
he collects goods for foreign markets, will always be
glad, upon equal or nearly equal profits, to sell as
great a part of them at home as he can. He saves him
self the risk and trouble of exportation, when, so far
as he can, he thus converts his foreign trade of con
sumption into a home-trade. Home is in this manner
the center, if I may say so, round which the capitals
of the inhabitants of every country are continually
circulating, and towards which they are always tend
ing, though by particular causes they may sometimes
be driven off and repelled from it towards more dis
tant employments. But a capital employed in the
home-trade, it has already been shown, necessarily
puts into motion a greater quantity of domestic indus
try, and gives revenue and employment to a greater
number of the inhabitants of the country, than an
equal capital employed in the foreign trade of con-
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sumption: and one employed in the foreign trade of
consumption has the same advantage over an equal
capital employed in the carrying trade. Upon equal,
or only nearly equal profits, therefore, every individ
ual naturally inclines to employ his capital in the
manner in which it is likely to afford the greatest sup
port to domestic industry, and to give revenue and
employment to the greaJest number of people of his
own country.

Secondly, every individual who employs his cap
ital in the support of domestic industry, necessarily
endeavours so to direct that industry, that its produce
may be of the greatest possible value.

The produce of industry is what it adds to the sub
ject or materials upon which it is employed. In pro
portion as the value of this produce is great or small,
so will likewise be the profits of the employer. But it
is only for the sake of profit that any man employs a
capital in the support of industry; and he will always,
therefore, endeavour to employ it in the support of
that industry of which the produce is likely to be of
the greatest value or to exchange for the greatest
quantity either of money or of other goods.

But the annual revenue of every society is always
precisely equal to the exchangeable value of the
whole annual produce of its industry, or rather is pre
cisely the same thing with that exchangeable value.
As every individual, therefore, endeavours as much
as he can both to employ his capital in the support of
domestick industry, and so to direct that industry
that its produce may be of the greatest value; every
individual necessarily labours to render the annual
revenue of the society as great as he can. He gener
ally, indeed, neither intends to promote the public
interest, nor knows how much he is promoting it. By
preferring the support of domestic to that of foreign
industry, he intends only his own security; and by
directing that industry in such a manner as its pro
duce may be of the greatest value, he intends only his
own gain, and he is in this, as in many other cases,
led by an invisible hand to promote an end which
was no part of his intention. Nor is it always the
worse for the society that it was no part of it. By pur
suing his own interest he frequently promotes that of
the society more effectually than when he really
intends to promote it. I have never known much



THE WEALTH OF NAnONS

good done by those who affected to trade for the
public good. It is an affectation, indeed, not very
common among merchants, and very few words
need be employed in dissuading them from it.

What is the species of domestic industry which his
capital can employ, and of which the produce is likely
to be ofthe greatest value, every individual, it is evi
dent, can, in his local situation, judge much better
than any statesman or lawgiver can do for him. The
stateman, who should attempt to direct private people
in what manner they ought to employ their capitals,
would not only load himself with a most unnecessary
attention, but assume an authority which could safely
be trusted, not only to no single person, but to no
councilor senate whatever, and which would

nowhere be so dangerous as in the hands of a man
who had folly and presumption enough to fancy him
self fit to exercise it. ...

Chapter IX

OF THE AGRICULTURAL SYSTEMS.

... All systems either of preference or of restraint,
therefore, being thus completely taken away, the
obvious and simple system of natural liberty estab
lishes itself of its own accord. Every man, as long as
he does not violate the laws of justice, is left perf~tly
free to pursue his own interest his own way, and to
bring both his industry and capital into competition
with those of any other man, or order of men. The
sovereign is completely discharged from a duty, in
the attempting to perform which he must always be
exposed to innumerable delusions, and for the proper
performance of which no human wisdom or knowl
edge could ever be sufficient; the duty of superin
tending the industry of private people, and of direct
ing it towards the employments most suitable to the
interest of the society. According to the system of
natural liberty, the sovereign has only three duties to
attend to; three duties of great importance, indeed,
but plain and intelligible to common understandings:
first, the duty of protecting the society from the vio
lence and invasion of other independent societies;
secondly, the duty of protecting, as far as possible,
every member of the society from the injustice or
oppression of every other member of it, or the duty of
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establishing an exact administration of justice; and,
thirdly, the duty of erecting and maintaining certain
public works and certain public institutions, which it
can never be for the interest of any individual, or
small number of individuals, to erect and maintain;

because the profit could never repay the expense to
any individual or small number of individuals,
though it may frequently do much more than repay it
to a great society. . . . -

The proper performance of those several duties of
the sovereign necessarily supposes a certain expense;
and this expense again necessarily requires a certain
revenue to support it. In the following book, there
fore, I shall endeavour to explain; first, what are the
necessary expenses of the sovereign or common
wealth; and which of those expenses ought to be
defrayed by the general contribution of the whole
society; and which of them, by that of some particular
part only, or of some particular members of the soci
ety: secondly, what are the different methods in
which the whole society may be made to contribute
towards defraying the expenses incumbent on the
whole society, and what are the principal advantages
and inconveniencies of each of those methods: and,
thirdly, what are the reasons and causes which have
induced almost all modern governments to mortgage
some part of this revenue, or to contract debts, and
what have been the effects of those debts upon the
real wealth, the annual produce of the land and labour
of the society. The following book, therefore, will
naturally be divided into three chapters.

BOOK V

Of the Revenue of the Sovereign
or Commonwealth

Chapter I
OF THE EXPENSES OF THE SOVEREIGN

OR COMMONWEALTH

... The expense of defending the society, and that of
supporting the dignity of the chief magistrate, are
both laid out for the general benefit of the whole soci
ety. It is reasonable, therefore, that they should be

-- ---- --- -- - -.--- - --_.'-_.__.._-._-~-=---_..
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defrayed by the general contribution of the whole
society, all the different members contributing, as
nearly as possible, in proportion to their respective
abilities.

The expens~ of the administration of justice too,
may, no doubt, be considered as laid out for the bene
fit of the whole society. There is no impropriety,
therefore, in its being defrayed by the general contri
bution of the whole society. The persons, however,
who give occasion to this expense are those who, by
their injustice in one way or another, make it neces
sary to seek redress or protection from the courts of
justice. The persons again most immediately bene
fited by this expense, are those whom the courts of
justice either restore to their rights, or maintain in
their rights. The expense of the administration of jus
tice, therefore, may very properly be defrayed by the
particular contribution of one or other, or both of
those two different sets of persons, according as dif
ferent occasions may require, that is, by the fees of
court. It cannot be necessary to have recourse to
the general contribution ofthe whole society, except
for the conviction of those criminals who have not

themselves any estate or fund sufficient for paying
those fees.

Those local or provincial expenses of ~hich the
benefit is local or provincial (what is laid out, for
example, upon the police of a particular town or dis
trict) ought to be defrayed by a local or provincial
revenue, and ought to be no burden upon the gen
eral revenue of the society. It is unjust that the whole
society should contribute towards an expense of
which the benefit is confined to a part of the society.

The expense of maintaining good roads and com
munications is, no doubt, beneficial to the whole

society, and may, therefore, without any injustice, be
defrayed by the general contribution of the whole
society. This expense, however, is most immediately
and directly beneficial to those who travel or carry
goods from one place to another, and to those who
consume such goods ....

The expense of the institutions for education and
religious instruction, is likewise, no doubt, benefi
cial to the whole society, and may, therefore, with
out injustice, be defrayed by the general contribution
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of the whole society. This expense, however, might
perhaps with equal propriety, and even with some
advantage, be defrayed altogether by those who
receive the immediate benefit of such education and

instruction, or by the voluntary contribution of those
who think they have occasion for either the one or
the other.

When the institutions or public works which are
beneficial to the whole society, either cannot be
maintained altogether, or are not maintained alto
gether by the contribution of such particular mem
bers of the society as are most immediately benefited
by them, the deficiency must in most cases be made
up by the general contribution of the whole society.
The general revenue of the society, over and above
defraying the expense of defending the society, and
of supporting the dignity of the chief magistrate,
must make up for the deficiency of many particular
branches of revenue. The sources of this general or
public revenue, I shall endeavour to explain in the
following chapter.

Chapter II

OF THE SOURCES OF THE GENERAL

OR PUBLIC REVENUE OF THE SOCIETY

The revenue which must defray, not only the
expense of defending the society and of supporting
the dignity of the chief magistrate, but all the other
necessary expenses of government, for which the
constitution of the state has not provided any partic
ular revenue, may be drawn, either, first, from some
fund which peculiarly belongs to the sovereign or
commonwealth, and which is independent of the
revenue of the people; or, secondly, from the rev
enue of the people ....

Before I enter upon the examination of particular
taxes, it is necessary to premise the four following
maxims with regard to taxes in general.

1. The subjects of every state ought to contribute
towards the support of the government, as nearly as
possible, in proportion to their respective abilities;
that is, in proportion to the revenue which they respec
tively enjoy under the protection of the state. The
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expense of government to the individuals of a great
nation, is like the expense of management to the joint
tenants of a great estate who are all obliged to con
tribute in proportion to their respective interests in the
estate. In the observation or neglect of this maxim
consists, what is called the equality or inequality of
taxation ....

II. The tax which each individual is bound to pay
ought to be certain, and not arbitrary. The time of
payment, the manner of payment, the quantity to be
paid, ought all to be clear and plain to the contribu
.tor, and to every other person. Where it is otherwise,
every person subject to the tax is put more or less in
the power of the tax-gatherer, who can either aggra
vate the tax upon any obnoxious contributor, or
extort, by the terror of such aggravation, some pres
ent or perquisite to himself. The uncertainty of taxa
tion encourages the insolence and favours the cor
ruption of an order of men who are naturally
unpopular, even where they are neither insolent nor
corrupt. The certainty of what each individual ought
to pay is, in taxation, a matter of so great importance,
that a very considerable degree of inequality, it
appears, I believe, from the experience of all nations,
is not near so great an evil as a very small degree of
uncertainty.

•••

III. Every tax ought to be levied at the time, or in
the manner in which it is most likely to be conve
nient for the contributor to pay it. A tax upon the rent
of land or of houses, payable at the same term at
which such rents are usually paid, is levied at the
time when it is most likely to be convenient for the
contributor to pay; or, when he is most likely to have
wherewithal to pay. Taxes upon such consumable
goods as are articles ofluxury, are all finally paid by
the consumer, and generally in a manner that is very
convenient for him. He pays them by, little and little,
as he has occasion to buy the goods. As he is at lib
erty too, either to buy, or not to buy as he pleases, it
must be his own fault if he ever suffers any consid
erable inconveniency from such taxes.
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IV. Every tax ought to be so contrived as both to
take out and to keep out of the pockets of the people
as little as possible, over and above what it brings
into the public treasury of the state. A tax may either
take out or keep out of the pockets of the people a
great deal more than it brings into the public trea
sury, in the four following ways. First, the levying of
it may require a great number of officers, whose
salaries may eat up the greater part of the produce of
the tax, and whose perquisites may impose another
additional tax upon the people. Secondly, it may
obstruct the industry of the people, and discourage
them from applying to certain branches of business
which might give maintenance and employment to
great multitudes. While it obliges the people to pay,
it may thus diminish, or perhaps destroy some of the
funds, which might enable them more easily to do
so. Thirdly, by the forfeitures and other penalties
which those unfortunate individuals incur who

attempt unsuccessfully to evade the tax, it may fre
quently ruin them, and thereby put an end to the ben
efit which the community might have received from
the employment of their capitals. An injudicious tax
offers a great temptation to smuggling. But the
penalties of smuggling must rise in proportion to the
temptation. The law, contrary to all the ordinary
principles of justice, first creates the temptation, and
then punishes those who yield to it; and it commonly
enhances the punishment too in proportion to the
very circumstance which ought certainly to alleviate
it, the temptation to commit the crime. Fourthly, by
subjecting the people to the frequent visits, and the
odious examination of the tax-gatherers, it may
expose them to much unnecessary trouble, vexation,
and oppression; and though vexation is not, strictly
speaking, expense, it is certainly equivalent to the
expense at which every man would be willing to
redeem himself from it. It is in some one or other of

these four different ways that taxes are frequently so
much more burdensome to the people than they are
beneficial to the sovereign.


