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Adam Smith (1723-1790) worked in the era and spirit of the Enlightenment. He was part of
the broad and in terms of subjects multifaceted scientific milieu known as the Scottish
Enlightenment. Smith was active at the University of Glasgow and later in the intellectual
environment of Edinburgh. The heyday of the Scottish Enlightenment was during the later
decades of the 18th century, but it remained vigorous for several decades into the 19th

century. ltis in the context of that background and that era that Smith is best understood.

The task of science, as it was perceived by the scholars and scientists outside the academy,
was to elucidate the evolution of mankind through various epochs and under varying
geographical conditions by means of empirical studies. The facts assembled in that way were
subjected to systematic philosophical study. On the basis of that analysis they strove to
identify general patterns and forms of conduct adopted by individuals and societies

throughout the history of mankind.

What underlay the emergence of such a lively research environment as Scotland provided
during that period has been discussed in many different connections. What is quite clear is
that, following the union with England in 1707 and the upheaval of the rebellion against
England in 1745, Scotland embarked on a more developmentally orientated course. Emphasis
is often laid on the stability that existed with regard to institutions and a positive development
of trade and commercial relationships, combined with the fact that earlier feudal structures

in agriculture that had retarded development were replaced by more modern conditions.

Another important factor was an educational tradition with its roots in the Catholic age.
Deriving from that era are the universities of St Andrews (1411) and Glasgow (1453), which
were in themselves a conduit from Scotland to the continent and to universities in other

important medieval cities. When the union with England in 1707 then led to more stable
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conditions, that humanistic tradition was reinforced by a research community that was

exceptionally vigorous for that period.

The origins of the research environment that arose during the Scottish Enlightenment can
probably best be described as linked to classical ancient political philosophy, the natural law
doctrines of Samuel von Pufendorf and Hugo Grotius and the contemporary research in the
field of natural history, which should be perceived as a methodological form of approach,

based on empiricism and factual analysis, rather than as a particular academic discipline.

In that tradition one can include the study of both plants and animals, in which Carl Linnaeus
was one of the significant individuals of the period even in an international context. Natural
science/natural history can also, however, include the study of societies and social evolution
as seen over time, often with parallels in the cultures and societies of antiquity as an essential
element. It is reasonable to assume that the categories and definitions were fluid during this

phase of the history of science.

One further aspect of the Scottish Enlightenment was the specific situation in Scotland, with
the difference in the level of development between the Highlands and the Lowlands, which
gave rise to the possibility of studying social and sociological aspects of one’s own society as
a basis for theorising about social development and human organisation. Skinner (1967)
refers to Duncan Forbes, who has described the situation as one in which the more
underdeveloped highlands could be seen as: "a sociological museum within reach of
Edinburgh’s back door”. There were thus good opportunities for the scholars in the Scottish

tradition of enlightenment to study social life and institutions even on their home turf.

Adam Smith, who held a professorship at Glasgow University from 1751 to 1764, was initially
active in the field of moral philosophy. Smith’s first publishing success was The Moral
Sentiments (1759), which summarised his view of a set of moral principles that could be
regarded as positive both for the individual human being and in relation to other individuals
and groups, while also embracing reflections on social life in general. The capacity of
individual human beings to feel sympathy for their fellow beings in various situations is a

crucial aspect of this philosophy.

How the relationship between fellow beings and between a superior and subordinate social

level in society can be judged and arranged is a principal part of the analysis. That profoundly



philosophical and coherent view of human life individually and in groups is vital in relating

The Wealth of Nations (1776) in a reasonable manner to Smith’s overall literary output.

The Wealth of Nations was thus created during a phase when Adam Smith had abandoned
his formal academic career. He had accumulated preparatory studies for the book during
many years previously, but it is nevertheless a book that should be seen in relation to The
Moral Sentiments, which provides the basis in moral philosophy for the later, more
economically focused work. The Wealth of Nations became an immediate success and has
since then continued to exist in a number of editions. Already during the lifetime of Adam

Smith there were five editions, with successive additions.

From biographical point of view, it is interesting that Smith, following the publication of the
book, took up the position as Commissioner of Customs in Scotland, comparable to being a
member of the executive board of the Swedish Customs. It is a matter of debate whether
Smith did so merely to support himself, whether he was invited to accept the post as
something of an expert in that field, or for other reasons. It is, however, surprising that
someone who had so prominently criticised high customs charges and regulations that
created barriers to trade should accept that assignment. The issue recurs in discussions about

the personality and activities of Adam Smith.

After a careful survey of minutes and other records from the time when Smith worked in the
Scottish customs service Anderson et al. (1985) conclude that what is most likely is that Smith
simply enjoyed working as an official of the state. He was zealous and dedicated in his duties.
Perhaps, according to Anderson et al., he was simply well satisfied with his academic

achievements at the time when he accepted the post in the customs service.

In the milieu in which Adam Smith was active, both before and after his employment at
Glasgow University, there was thus a lively intellectual fellowship. Smith was a close friend
and acquaintance of several of the most renowned scholars during that period, for example
David Hume, Lord Kames, William Robertson and Adam Ferguson. All of them were engaged
in an exchange of ideas and opinions concerning the social questions and the contemporary,
historical and future development of the economy. One theme was to write the history of

England, Scotland, Rome or of the entire world.



Edward Gibbon’s epoch-making work on the Roman republic, The History of the Decline and
Fall of the Roman Empire, which also began to be published in 1776, was an obvious point of
reference for Smith. Gibbon was incidentally one of those who congratulated Smith on his
new employment in the customs service in a letter of 1778. David Hume’s The History of
England, which appeared some decades before the work of Gibbon, describes the history of
England from the Roman invasion to the beginning of the 18th century in a manner similar to
that of Gibbon with regard to Rome and was at least equally influential. Adam Ferguson’s An
Essay on the History of Civil Society of 1767 bases its view of the evolution of society more on
the collective structures of civil society than do Hume and Smith and also provides a critical

discussion of the relevance of their scientific paradigm.

The Wealth of Nations was thus written within the framework of a wide intellectual network.
Its members were engaged in a penetrating discussion of the history, present and future of
Scotland. Their interest was directed towards the functions of the social systems and how
these might be organised in order that positive results might be expected. It is at the
intersection between moral philosophy and economic theory that The Wealth of Nations is to

be found.
The Wealth of Nations — the contents of the book

The book consists of five parts. The first provides the framework for an understanding of
economic conditions by describing how the division of labour as a principle and a reality has
established a basis for rendering it more effective and increasing production. Smith’s ability
to describe that development in unerring images and metaphors is renowned. His account of
the advantages of the division of labour based on vivid images from the production of needles
in an industrial environment is very apt. Precisely that ability to describe complex connections
by means of simple images is one of the distinctive features of the book and largely explains

its success.

The second part deals with the significance of capital in the economy: how it arises, is
accumulated and distributed among various fields of application. The relationship between
capital and labour as a resource of development in production is also discussed. Several
concepts regarding capital and its employment, subsequently widely employed in research

and debate, were established by Smith.



The third part describes the rise of disparities in the growth of prosperity between countries
and regions and between town and country. Smith is in general an effective delineator of
that classical contradiction between agriculture and manufacture on the one hand and
commerce on the other, which also characterises the debate in our time. The organisation of
agriculture, with its various elements of feudal structures, receives a relatively extensive
treatment. The effects and function of slavery is analysed, with Smith adopting a critical

stance towards that form of organisation.

The first three parts provide a point of departure for the argument in part four, which conveys
the main message of the book. Here the critique begins of the prevailing economic-political
approach, which Smith sees as a form of mercantilism that has been allowed to expand into
virtually every area of society. Extensive scope is given to questions concerning commerce,
imports and exports. Customs duties, commercial monopolies, export bounties and other
regulations are severely criticised. Smith shows how that kind of regulations almost without
exception lead to inferior growth, the uneven distribution of economic resources and often
high domestic prices. How governments favour certain interest groups and are unfair to

others is an effective part of the analysis.

The question of exchange rates and how the financial position of one country in relation to
another should be judged is given extensive treatment. Finally Smith goes through the
process of colonisation by the European countries, its background, driving forces and results.
Countries that have been able to invest in agriculture and commerce have generally been
successful, whereas those that have prioritised the acquisition of gold and silver have

generally failed or achieved relatively worse results.

Part five, finally, deals with those areas in which a public involvement in social functions may
be motivated and how such forms of involvement ought to be financed. They are in essence
certain infrastructure projects, the administration of justice, defence and education, which
Smith believes can be funded by taxation. As often as possible, however, the principle ought
to apply that the user should pay for the necessary infrastructure. That is the case, for
example, with roads, which can be financed by road tolls, and canals, which can be financed

by canal charges.



Taxes should be uniform, designed on the principle of supportive capacity, predictable and
not too high. Smith emphasises the possibility of generally collecting all taxes at a low cost
and in a manner that will not unnecessarily hamper individuals and economic activity. Taxes
ought to be levied in such a way as to make them less burdensome for the taxpayer, for

instance when liquidity is good in an area of activity, such as after and not before the harvest.

In general terms this chapter and the entire book contains many reflections that are
surprisingly modern. Our contemporary debate around various economic circumstances is

often conducted in the same terms as those to be found in Smith.
Social evolution over time and space — an analytical scheme

In accordance with the scientific paradigm to which he subscribed, Smith uses a number of
given descriptive variables that recur in the book as means of classification. They can be said

to run through both time and space.

From a temporal perspective the evolution of societies and circumstances relating to
individual human beings is thus discussed, beginning with the earliest civilisations that we
know about, namely various hunting cultures. The evolution of mankind is then described in
the three subsequent stages: cattle-rearing “pastoral cultures”, agrarian cultures and finally,
though also highest on the scale of evolution, the modern, more commercial culture and
economy, in which commerce and manufactures dominate as a form of economic

organisation and as a social principle.

That view of the evolution of mankind through four stages is consistently applied in The
Wealth of Nations. According to Oz-Salzberger (1995) it is a view derived from Pufendorf’s
theories about the formation and development of society. An integral part of that theory is
also the individual right to property and, at least in Hume and Smith, the view that the
individual is the point of departure for social intercourse and development. The latter was the
aim of criticism from Ferguson, who favoured a more communal approach to the history of

societal developments.

The scope for action and the possibilities of the individual are thus defined by the institutional
and productive framework within which the individual is placed. From this point of view the

successive movement “upwards” on the ladder of evolution is, more or less, deterministic.



Mankind will move towards ever more advanced forms of society, which also correspond to
various relations of production. By means of a more successful institutional framework,
which allows for learning and gradual development, the steps up the ladder can proceed at
varying speeds in different geographical contexts, but there is no doubt that a successive

development towards higher levels is to be expected.

The four given levels of development also correspond to four basic models of sociological
organisation: the primitive, the rural, the pastoral and the commercial. Smith is strongly
convinced that only at the highest of those stages of evolution, the commercial one, does a
gradual development occur of a good social order with a well-functioning social
administration, freedom and security for the citizens, even without their having to seek
protection, as at earlier stages, from a tribal chieftain, a feudal overlord or a landed

proprietor.

It is interesting to observe this determinism in Smith, an outlook that he shares with several
others in the Scottish tradition of enlightenment. A number of writers have pointed out that
itis a social outlook and belief in development that lies close to the historical materialism that
Marx develops almost a century after Smith. There is the same emphasis here on an
historically given developmental course for mankind, through different social and economic
structures in which economic conditions and relations of production determine the balance
of the social order. But of course, Marx’ analysis is a collectivistic version, not an

individualistic.

On a number of occasions Smith also makes very detailed observations of social and economic
organisation and the deployment of capital. Much interest is directed to the way in which
different feudal structures have been established in societies and how it has been possible to
extricate oneself from these often paralysing relations of production. It becomes a way in
which to relate to various societies and countries, for example by a comparison between

continental Europe and England over time.

Smith is consistently critical of forms of social organisation and economic systems that are
based on a lack of freedom. That applies to feudal conditions that are based on a lack of
freedom for the subordinates, who are often peasants. Not only do these live in secluded

circumstances on the lands of the feudal lord. The organisation of labour is also inefficient



and less fully developed than at the commercial stage of development. Slavery, as we saw, is
something that Smith criticises, even though he also engages in a relatively “objective”
analysis of different relations of production and the employment of slaves in various
situations. But only in economies characterised by lower levels of development do such

unfree relationships occur between individuals in societies.

It is interesting to read these parts of Smith’s account, which to such a high degree resemble
the description of the general features of the history of mankind that are to be found in the
Swedish 19t century Uppsala University based historian Erik Gustaf Geijer’s essay of 1818,
Feudalism och republicanism (2019). In Geijer’s essay the entire development of Europe is
placed within a framework where republican and feudal social forms have been in constant
conflict with each other and have only arrived at a harmonious solution in England after the
Glorious Revolution of 1688 by combining their principles. Geijer read Smith and all the other
main representatives of the Scottish Enlightenment. The distance between Uppsala and

Edinburgh is sometimes short.

The distance between Uppsala and Edinburgh was also short in another sense during this
period. That applied to natural history, botany and biology, which formed a closely integrated
part of the concept of natural history. The works of Carl Linnaeus, even if they were neither
unchallenged nor uncontested, had a palpable influence on the Scottish Enlightenment.
Andersson Burnett & Buchan (2018) point out that Linnaeus’ view of science, both in relation
to medicine and botany but also with a wider influence on science in Scotland at the end of
the 18th century, affected both the approach and methods adopted at a deeper level than is

often imagined.

Linnaeus’ empirical approach with studies of plants and animals in their natural locations but
also wider studies of different regions of the world, yielding extensive anthropological
material, represented something that was close to and inspired the Scottish Enlightenment
tradition. The extensive collecting journeys undertaken under the direction of Linnaeus by
the collaborators (“disciples”) that he sent out contributed, for instance, to creating a
perception that various human civilisations existed, though on very different levels of
development. That was empirical information that lent itself well to being classified under a

view of development as being gradual. A number of the cultures with which contact was



made were at the stage of Smith’s hunter-gatherers, while others had raised themselves to

higher levels.

Linnaeus had visited London in 1736 to promote his book Systema Naturae and had
established contacts in the scientific circle of English botany. Several of the collaborators
whom he sent out came to act as travelling companions and later as archivists for the
extensive natural history collections that were to be assembled in London by Joseph Banks
from the 1770s onward. The empiricism that Linnaeus advocated also inspired prominent
individuals within the Scottish Enlightenment to organise natural history expeditions to
Scotland’s highlands and lowlands. The four-stage principle of human organisation was

undoubtedly a stable notion.

The spatial dimension in Smith’s Wealth of Nations is wide. Examples of different levels of
human organisation are repeatedly drawn from different continents and countries. A
recurring comparison is made between Scotland and England. That can relate to history,

social organisation or the relationship with other countries in commerce and culture.

Another important relationship is the one with England’s colonies at that time. That could
concern North America and India (“Hindustan”) or the West Indies. All of those regions are
at different levels of development, generally at a lower one than England, according to Smith.
China is dealt with repeatedly and is positively appraised by Smith. It is a country that, on the
basis of its resources, has reached a high level of development. One gets the impression that

Smith cannot quite bring himself to provide a comprehensive assessment of the country.

With regard to colonisation in general Smith often provides telling accounts of the Portuguese
and Spanish colonisation of South America. That has to an excessive extent been
characterised by the desire to accumulate precious metals, which is in itself one of the
symptoms of the misguided tendency that derives from mercantilist conceptions. Those
countries became rich in precious metals but poor in almost every other respect. It is only
through commerce and exchange with other cultures that wealth is created and grows,

something that Smith demonstrates in a number of persuasive passages.

The Rome of antiquity is also the subject of several discourses. That relates to politics,
economics, commerce and questions as to how a civilisation has been able to pass through

various stages of development. To refer to Rome and Roman circumstances was, as has been



said, popular at that time. Alongside the classical works of literature, contemporary accounts
of the decline and fall of the Roman empire were fascinating and perhaps alarming. An
advanced culture such as that of Rome could within a historically relatively short period enter
a gradual phase of decay leading to collapse. Ferguson had described the decline and fall of

great empires in his History of Civil Society; Smith was here following a tradition.

A further spatial perspective is the one between town and country. That may relate to how
the towns had been able to develop in dependence on the countryside and agriculture, while
a tension had also frequently arisen between them. The urban culture and relations of
production have during long periods been stifled by regulations and restrictions such as guilds
and privileges that have impeded development and productivity. The countryside and the
rural estates have tended to be abandoned by their traditional owners, who would rather
enjoy an urban life. Atthe same time those owners have, according to Smith, had something

of a duty to continue to develop and increase their assets.
Concluding reflections

A separate section of the book is devoted to the physiocratic formulation of economic
theories. Here Smith is somewhat ambivalent. On the one hand he largely shares the view
that the land and its yield, the income from rural property, is what provides the basis for
economic development, even in a developed economy. On the other hand he is highly critical
of the underestimation by the physiocrats of the value of commerce and business. Smith
holds that an essential mistake was committed in physiocratic thinking with regard to the
latter, despite the fact that it is by and large a good theory, even “with all its imperfections,
..perhaps the nearest approximation to the truth that has yet been published upon the

subject of political economy”.

In this context, and somewhat unexpectedly, Smith arrives at an interesting conclusion, which
almost represents the overall message of the book. In a system where particular restrictions
and privileges are abolished, as for example support for agriculture or regulations to protect

the craftsmen of the towns:



“the obvious and simple system of natural liberty establishes itself of its own accord.
Every man, as long as he does not violate the laws of justice, is left perfectly free to
pursue his own interest his own way, and to bring both his industry and capital into

competition with thoseof any other man, or order of men.”

The state will in such a situation be liberated from the task of supervising and guiding
individuals and society in a manner which it can in any case never have sufficient knowledge

or capacity to perform. What remains are then three essential tasks of the state:
- To protect society against violence and encroachments by other societies

- To protect every member of society from injustices and oppression by other members of

society and

- To construct public installations, such as roads and canals, and to manage certain public

institutions that are difficult to run privately, for example with regard to education.

When Smith then goes through these areas more carefully it turns out that, as touched upon
above, he often advocates a system of financing by users rather than by tax funding. That is
to say that those who make use of roads, canals and education should pay for those services,
as that often provides for the best administration of the activity. Here Smith looks towards
an extensive presentation of the problem as to how we may best organise and finance
infrastructure and other collective assets in our modern societies, which are still central topics

of debate and political conflicts.

The Wealth of Nations is an unusually readable book, despite the fact that it is almost 250
years since it was first published. It provides a coherent account of society as it was perceived
by Adam Smith and others within the Scottish Enlightenment, as part of a broader scientific
paradigm. The book contains several unusually pedagogical similes and accounts of complex
social phenomena and sociological circumstances. Mercantilism, the dominant economic-
political doctrine in the time of Smith, is dealt with mercilessly. Regulations, trade barriers,
customs duties and export bounties, monopolies and privileges: all are justly criticised. But

Smith also points out cases where regulations and state interventions may be well motivated.

The Wealth of Nations is also an ardent defence and display of Smith’s belief in the value of a

liberal social order with free individuals who voluntarily work towards achieving their goals



and combine in societies in order to increase their common prosperity. The book remains a
good lesson in market liberalism but is also a broad historical account of the development of

humanity with the individual at its centre.

This introduction was prepared for a Swedish translation of (parts of) Wealth of Nations

published by Timbro Forlag, Stockholm, 2020.
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