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VIIL IN comparing the moral Rualit 39@..":@:
of A&ions, in order to regulate our Elrg- determis
tion among various A@ions propos’d, orgyaion.
to find B;hich of them has the greateft mo-
ral Excellency, we are led by our moral Senfe - QY
of Virtue to judge thus; that in egual D{- IN O Ul Rﬁ
grees of Happinefs, expected to proceed from I i d
the A&ion, the Virfue is in proportion to = OrreiNar of our IpEas
the Namber of Perfons to whom the Ha - OF
pinefs thall extends (and here the Diggity, BEAUTY and VIRTUE;

Se&t. 3.o0r moral Importance of Perfons, may com-

M\~ penfate Numbers) and in equal Numbers,
the Virtue is as the Quantity of the Hap- (1726)
pinefs, or natural Good ; or that the Virtue
is in a compound Ratio of the RQuantity of
Good, and Number of Enjoyers. In the
fame manner, the moral Ewvil, or Vice, is as
the Degree of Mifery, and Number of Suf-
ferers; {o that, that Aétion is beff, which
procures the greateff Happinefs for the greatr-
e Numbers; and that, worf, whici: in

like manner, occafions Mifery. _
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Proressor of MoraL Paivosopry in the University of Epiveurca.
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Printed for A, MiLrLAr and T. CApRLL, in the STrAND; and
A. Kincaip and J. BeErt, Eninsvron,
MDCCLXVIIL

- Men, in g‘encm},. are fufficiently difpofed to occupy
themfelves in forming proje&s and frhemes: but he who

" wauld {cheme and projet for others, will find an oppo-

nent in'every perfon who js difpofed to fcheme for himfelf.
Like the winds, that come we¢ knew not whence, and
blow wehitherfoever they lift, the forms of fociety are de-

- rived fram an abfcure and diftant origin ; they arife, long

before the date of philofophy, fyom the inftinéts, not
from the {peculations, of men. The croud of mankind,
gre directed in their eftablithments and meafures; by the
circum@tances in which they are placed; and feldom are
turned from their way, to' follow the plan of any fingle
prole&or

. Eveny fep and every movement of the multitude, even
in 'what pre termad enlightened ages, are made with equal
blindnefs to the fugure ; and natjons ftumble upon eftablith-
ments, which are indeed the refult of human aétion, but
pot the exgoution of any human defign *. If Cromwell
{aid, That a man never mounts higher, than when he

knows not whither he is going; it may with more reafon-

be affrmed of commaumities, that they admir of tﬁc:
greateft revolutiens where np change is intended, and that
the moft refined politiciams do mot always know wluth:r
they are deading the fate by their projects.
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OF COMMERCE,
4 DISCOURSE I

Tue greatnefs of a ftate and the happinefs of its:
fubje&ts, however independent they may be fup-
pos’d in fome refpets, are commonly allow’d to be-
infeparable with regard to commerce; and as pri-
vate men receive greater fecurity, in the poffeffion-
of their trade and riches, from the power of. the:
public, fo the public becomes powerful in propor-.
tion to the riches and extenfive commerce of pri-
wote man  This mavie iotme jn genersal ;. tho™

OF LUXURY.

verung togetner, ana CONIrouting to each other's
pleafure and entertainment. Thus induftry, know=
Jedge and humanity are linkt together by an indif-
foluble chain, and are found, from experience as

KAaoikn moAttikn otkovouia: Adam Smith

DISCOURSE IIL
of Mmey.

MONEY is not, properly fpeaking, one of
the fubjeéts of commerce; butonly the in-
ftrument, which men have agreed upon to facili-
tate the exchange of one commodity for another.
>Tis none of the wheels of trade: *Tis the oil,
which renders the motion of the wheels more
fmooth and eafy. If we confider any one king-
dom by itfelf, ’tis evident, that the greater or lefs
plenty of money is of no confequence; fince the
prices of commodities are always proportion’d to
the plenty of money, and a crown in Harry the
VIL’s time ferv’d the fame puspofe as a pound
does at prefent. *T'is only the public, which draws

19
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OF INTEREST.

. HicgH intereft arifes from three circumfitances =
A great demand for borrowing; little riches tos
fupply that demand ; and great profits arifing froms
commerce: And thefe circumiltarces are a clear
proof of the fmall advance of commerce and in-
duftry, nct of the fcarcity of gold and filver. Low

KAaoikn moAttikn otkovouia: Adam Smith

OF THE BALANCE OF TRADE.

Supposk four fifths of all the money in Britaii
to be annihilated in one night, and the nation re-
duc’d to the fame condition, in this particular, as
in the reigns of the Harrys and Edwards ; what
would be the confequence ? Muft not the price of
all labour and commaodities fink in proportion, and
every thing be fold as cheap as they were in thofe
ages? What nation could then difpute with us in
any foreign market, or pretend to navigate or to

wou’d afford fufficient profit ? In how little timc,s
therefore, muit this bring back the money, which
we had loft, and raife us to the level of all the
neigbouring nations ?  Where, after we have ar-
riv’d, we immediately lofe the advantage of the
cheapnefs of labour and commodities; and the far-
ther flowing in of money is ftopt by our fulnefs and
repletion.

Price—specie flow mechanism
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The Muir portrait
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Adam Smith (1723-1790)

A crowd gather to watch the unveiling of a 10ft bronze statue of Scottish economist,
philosopher and author Adam Smith (1723-1790) at the Royal Mile on July 4, 2008 in

Edinburgh, Scotland. The statue, created by Alexander Stoddart, was unveiled in the
” heart of Edinburgh where Smith worked and died.
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Adam Smith (1723-1790)

° BLOVPOLCIDLKO‘ * O natépag tou meBave
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oTNV Kopntela Tou Fife Balliol College, Oxford.
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H untépa tou Smith
Margaret Douglas of Strathendry
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Glasgow University Balliol College, Oxford

KAaoikn moAttikn otkovouia: Adam Smith
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Adam Smith (1723-1790)

1748 Anuooieg dtalé€elg oto Mavemniotiuto tou ESuBoupyou «rhetoric and belles-
lettres»

1750 N'vwpileL tov David Hume
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1762 AvayopeUetal Doctor of Laws (LL.D.)

1763 EYKATOAELTEL TO TTAWVETILOTH O Yla va cuvodevloel tov Henry Scott, Duke of
Buccleuch [mpoyovo tou Charles Townshend] oto Grand Tour
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D'Alembert, André Morellet, Helvétius, Francois Quesnay]

1766, neBaivel o veapoc adeldoc tou Henry Scott oto Mapiot kat emiotpedouv.
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Adam Smith (1723-1790)

* Professors of Moral Philosophy [Glasgow]
— Gershom Carmichael MA (1727)
— Francis Hutcheson MA LLD (1730)
— Thomas Craigie MA (1746)
— Adam Smith MA LLD (1752)
— Thomas Reid MA DD (1764)
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Charles Townshend  Thomas Gainsborough: Voltaire

(1725 -1767) Henry Scott (1746-1812), (1694-1778)
3rd Duke of Buccleuch
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Benjamin Franklin
(1706 - 1790)
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Jean Le Rond d'Alembert
(1717-1783)

André Morellet (1727 —1819)
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Claude Adrien Anne-Robert-Jacques Turgot Frangois Quesnay

(1';i'5"éf7“;1) (1727-1781) (1694-1774)
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PART I

Of the PropRIETY of AcTION
Consisting of Three Sections

SECTION 1
Of the Sense of PROPRIETY

CTHAPF. 1
Of SYMPATHY

1 How selfish soever man may be supposed, there are evidently some prin-
ciples in his nature, which interest him in the fortune of others, and render
their happiness necessary to him, though he derives nothing from it except
the pleasure of seeing it. Of this kind is pity or compassion, the emotion
which we feel for the misery of others, when we either see it, or are made
to conceive it in a very lively manner. That we often derive sorrow from
the sorrow of others, is a matter of fact too obvious to require any instances
to prove it; for this sentiment, like all the other original passions of human
nature, is by no means confined to the virtuous and humane, though they
perhaps may feel it with the most exquisite sensibility. The greatest
ruffian, the most hardened violator of the laws of society, is not altogether
without it.

Sympathy

WILIOUL 1L,

As we have no immediate experience of what other men feel, we can
form no idea of the manner in which they are affected, but by conceiving
what we ourselves should feel in the like situation. Though our brother is
upon the rack, as long as we ourselves are at our ease, our senses will never
inform us of what he suffers. They never did, and never can, carry us
beyond our own person, and it is by the imagination only that we can form
any conception of what are his sensations. Neither can that faculty help
us to this any other way, than by representing to us what would be our
own, if we were in his case. It is the impressions of our own senses only,
not those of his, which our imaginations copy. By the imagination we
place ourselves in his situation, we conceive ourselves enduring all the
same torments, we enter as it were into his body, and become in some
measure the same person with him, and thence form some idea of his sensa-
tions, and even feel something which, though weaker in degree, is not alto-
gether unlike them. His agonies, when they are thus brought home to our-
selves, when we have thus adopted and made them our own, begin at last
to affect us, and we then tremble and shudder at the thought of what he
feels. For as to be in pain or distress of any kind excites the most excessive
sorrow, so to donceive or to imagine that we are in it, excites some degree
of the same emotion, in proportion to the vivacity or dulness of the con-
ception.

5  Pity and compassion are words appropriated to signify our fellow-feeling
with the sorrow of others. Sympathy, though its meaning was, perhaps,
originally the same, may now, however, without much impropriety, be
made use of to denote our fellow-feeling with any passion whatever.!



Sympathy

5  Pity and compassion are words appropriated to signify our fellow-feeling
with the sorrow of others. Sympathy, though its meaning was, perhaps,
originally the same, may now, however, without much impropriety, be
made use of to denote our fellow-feeling with any passion whatever.?



even to prevent cur own ruin. We must, here, as in all other cases, view
ourselves not so much according to that light in which we may naturally
appear to ourselves, as according to that in which we naturally appear to
others. Though every man may, according to the proverb, be the whole
world to himself, to the rest of mankind he 1s a most insignihcant part of
it. Though his own happiness may be of more importance to him than that
of all the world besides, to every other person it is of no more consequence
than that of any other man. Though it may be true, therefore, that every
individual, in his own breast, naturally prefers himself to all mankind, yet
he dares not look mankind in the face, and avow that he acts according to
this principle. He feels that in this preference thev can never go along with
him, and that how natural soever it may be to him, it must always appear
excessive and extravagant to them. When he views himself in the light in
which he is conscious that others will view him, he sees that to them he is
but one of the multitude in no respect better than any other in it. If he
would act so as that the impartial spectator may enter into the principles
of his conduct, which is what of all things he has the greatest desire to do,
he must, upon this, as upon all other occasions, humble the arrogance of
his self-love, and bring it down to something which other men can go
along with, They will indulge it so far as to allow him to be more anxious
about, and to pursue with more earnest assiduity, his own happiness than
that of any other person. Thus far, whenever they place themselves in his
situation, they wi}l readily go along with him. In the race for wealth, and
honours, and preferments, he may run as hard as he can, and strain every
nerve and every muscle, in order to outstrip all his competitors. But if he
should justle, or throw down any of them, the indulgence of the spectators
is entirely at an end. It is a violation of fair play, which they cannot admit
of. This man is to them, in every respect, as good as he: they do not enter
into that self-love by which he prefers himself so much to this other, and
cannot go along with the motive from which he hurt him. They readily,
therefore, sympathize with the natural resentment of the injured, and the
offender becomes the object of their hatred and indignation. He is sensible
that he becomes so, and feels that those sentiments are ready to burst out
from all sides against him.

impartial spectator
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INTRODUCTION AND PLAN OF THE WORK

THE annual labour of every nation is the fund which originally supplies
it with all the necessaries and conveniences of life which it annually con-
sumes, and which consist always, either in the immediate produce of
that labour, or in what is purchased with that produce from other nations.

According therefore, as this produce, or what is purchased with it,
bears a greater or smaller proportion to the number of those who are to
consume it, the nation will be better or worse supplied with all the neces-
saries and conveniences for which it has occasion.

But this proportion must in every nation be regulated by two different
circumstances; first, by the skill, dexterity, and judgment with which
[2] “its® labour is generally applied ?; and, secondly, by the proportion
between the number of those who are employed in useful labour, and that
of those who are not so employed. Whatever be the soil, climate, or ex-
tent of territory of any particular nation, the abundance or scantiness of
its annual supply must, in that particular situation, depend upon those
two circumstances.

The abundance or scantiness of this supply too seems to depend more
upon the former of those two circumstances than upon the latter. Among
the savage nations of hunters and fishers, every individual who is able
to work, is more or less employed in useful labour, and endeavours to
provide, as well as he can, the necessaries and conveniencies of life, for
himself, “or° such of his family or tribe as are either too old, or too young,
or too infirm to go a hunting and fishing. Such nations, however, are so
miserably poor, that, from mere want, they are frequently reduced, or,
at least, think themselves reduced, to the necessity sometimes of directly
destroying, and sometimes of abandoning their infants, their old people,
and those afflicted with lingering diseases, to perish with hunger, or to
be devoured by wild beasts. Among civilized and thriving nations, on
the contrary, though a great number of people do not labour at all, many
of whom consume the produce of ten times, frequently of a hundred
times more labour than the greater part of those who work; yet the pro-
duce of the whole labour of the society is so great, that all are often abun-
dantly supplied, and a workman, even of the [3] lowest and poorest
order, if he is frugal and industrious, may enjoy a greater share of the
necessaries and conveniences of life than it is possible for any savage to
acquire,

The causes of this improvement, in the productive powers of labour,
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and the order, according to which its produce is naturally distributed
among the different ranks and conditions of men in the society, make the
subject of the First Book of this Inquiry.

Whatever be the actual state of the skill, dexterity, and judgment with
which labour is applied in any nation, the abundance or scantiness of its
annual supply must depend, during the continuance of that state, upon
the proportion between the number of those who are annually employed
in useful labour, and that of those who are not so employed. The number
of useful and productive labourers, it will hereafter appear, is every where
in proportion to the quantity of capital stock which is employed in setting
them to work, and to the particular way in which it is so employed. The
Second Book, therefore, treats of the nature of capital stock, of the man-
ner in which it is gradually accumulated, and of the different quantities
of labour which it puts into motion, according to the different ways in
which it is employed.

Nations tolerably well advanced as to skill, dexterity, and judgment,
in the application of labour, have followed very different plans in the
general conduct or direction of it; and those plans have not all been
equally favourable to the [4] greatness of its produce. The policy of
some nations has given extraordinary encouragement to the industry of
the country; that of others to the industry of towns. Scarce any nation
has dealt equally and impartially with every sort of industry. Since the
downfal of the Roman empire, the policy of Europe has been more
favourable to arts, manufactures, and commerce, the industry of towns;
than to agriculture, the industry of the country. The circumstances which
seem to have introduced and established this policy are explained in the
Third Book.

Though those different plans were, perhaps, first introduced by the
private interests and prejudices of particular orders of men, without any
regard to, or foresight of, their consequences upon the general W'?ifare
of the society; yet they have given occasion to very different theories of
political ceconomy; of which some magnify the importance of that 1f1dus-
try which is carried on in towns, others of that which is carried on in the
country. Those theories have had a considerable influence, not only
upon the opinions of men of learning, but upon the public conduct of
princes and sovereign states. I have endeavoured, in the Fou1:th Book, to
explain, as fully and distinctly as I can, those different theories, and the
principal effects which they have produced in different ages and nations.

4To explain® in what has consisted the revenue of the great body of
the people, or what °has been® the nature of those funds which, in dll:’—
ferent ages and nations, have supplied their annual consump-[s]tion, is
Tthe object of’ these Four first Books. The Fifth and last Book treats of
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the revenue of the sovereign, or commonwealth. In this Book I have
endeavoured to show; first, what are the necessary expences of the sove-
reign, or commonwealth; which of those expences 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 7it?;
secondly, what are the different methods in which the whole society may
be made to contribute towards defraying the expences incumbent on the
whole society, and what are the principal advantages and inconveniencies
of each of those methods: and, thirdly and lastly, 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.
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[6] BOOK I

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

1 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 of labour.! L —
The effects of the division of labour, in the general business of society,

will be more easily understood, by considering in what manner it operates

in some particular manufactures. It is commonly supposed to be carried
furthest 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 wanta 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 [7] workhouse, and placed at once under the view
of the spectator, In those great manufactures, on the contrary, 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 2 more trifling nature, the

division is net near so obvious, and has accordingly been much less ob-
el

10 atopa = 4800 kapdoBeAoveg
1 dtopo = 20 kapdoPerovec
X 240 av€&non mapaywyLlKkoOTNTOG

KAaoikn moAttikn otkovouia: Adam Smith

To take an example, therefore, from a very trifling manufacture; but
ane 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 occcasion), could scarce,
perhaps, with his utmost industry, 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 peculiar 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 [8] 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
itsclf to put them into the paper; and the important business of making a
pin is, in this manner, divided into about eighteen distinct operations,?
which, in some manufactories, are all performed by distinct hands, though
in others the same man will sometimes perform two or three of them, 1
have seen a small manufactory of this kind where ten men only were em-
ployed, and where some of them consequently performed two or three
distinct operations. But though they were very poor, and therefore but
indifferently accommodated with the necessary machinery, they could,
when they exerted themselves, 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, there-
fore, making a tenth part of forty-eight thousand pins, might be considered
as making four thousand cight 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, certainly,
not the two hundred and fortieth, perhaps not the four thousand eight
hundredth part of what they are at present capable of performing, in con-
sequence of [g] a proper division and combination of their different opera-
tions.
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This great increase ‘of® the quantity of work, which, fin consequence
of the division of labour,’ [12] the same number of people are capable
of performing, ¥ iz owing to three different circumstances; first, to the
increase of dexterity in every particular workman; secondly, to the saving
of the time which is commonly lost in passing from one species of work
to another; and lastly, to the invention of a great number of machines
which facilitate and abridge labour, and enable one man to do the work

CHAPTER I1
Of the Principle which gives oceasion to the Division of Labour

Triz division of labour, from which so many advantages are derived,
is not originally the effect of any human wisdom, which foresees
and intends that peneral opulence to [20] which it pgives occasion!
It is the necessary, though very glow and gradual consequence 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 scems
more probable, it be the necessary consequence of the faculties 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 en-
deavours to intercept her when his companion turns her towards himself,
This, however, is not the effect of any contract, but of the accidental
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occaston. In civilized society he stands at all times in need of the co-
operation and assistance of great multitudes, 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 in=
tirely independent, and in its natural state has occasion for the assistance
of no other living creature.® But man has almost constant oceasion for
the help of his brethren, and it is in vain for him te expect it from their
benevolence only.® He will be more likely to prevail if he can interest
their self-love in his favour, and shew them that it is for their own ad-
vantage 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 meaning of every such
offer; and it is in this manner that we obtain from one another the far
greater part of those pood 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 [22] regard to their own interest. We address
ourselves, 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 chuses 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 purchase. With the money which one
man gives him he purchases food, The old cloaths which another bestows
upon him he exchanges for other old cloaths which suit him better, or
for lodging, or for food, or for money, with which he can buy either
food, cloaths, or lodging, as he has occasion.
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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 divi-
sion of labour.!! The difference between the [24] most dissimilar charac-
tera, between a philosopher and a common street porter, for example,

seems to arise not se much from nature, as from habit, custom, and educa-
tion.'? When they came into the world, and for the first six or eight years
of their existence, they were®, pechaps,® very inuch 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 ocenpa-
tions, The difference of talents comes then to be taken notice of, and widens
by degrees, tll at last the vanity of the philosopher is willing to acknow-
ledge 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 oceasion to any
great difference of talents.™
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CHAPTER 111

[26] That the Division of Labour is limited by the Extent of the Market!

I As it is the power of exchanging that gives occasion to the division

of labour, so the extent of this division must always be limited by
the extent of that power, or, in other words, by the extent of the
market.? When the market is very small, no person can have any encourage-
ment to dedicate himself entirely to one employment, for want of the power
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 has oecasion for,
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CHAPTER IV
Of the Origin and Use of Money*

1t It is in this manner that mnrlcjr has become in Ell civilized nations the
universal instrument of commerce, by the intervention of which goods of
all kinds are bought and sold, or exchanged for one another.®

12 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.

13 [42] The word VALUE, it is to be observed, has two different meanings,
and sometimes expresses the utility of some particular object, and some-
times 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 exchange have frequently little or no value in uge. Nothing
is more useful than water: but it will purchase scarce any thing; scarce any

thing can be had in exchange for it. A diameond, on the contrary, has scarce
any value in use; but a very great quantity of other goods may frequently
h*f had in exchange for it,3

o —— e

14 In order to investigate the principles which regulate the exchangeable
value of commodities, I shall endeavour to shew,

15 First, what is the real measure of this exchangeable value; or, wherein
consists the real price of all commeodities,

16 Secondly, what are the different parts of which this real price is com-
posed or made up.

19 And, lastly, what are the different circumstances which sometimes raize
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 which some-
times hinder the market price, that is, the actual price of commodities,
from coinciding exactly with what may be called their natural price.
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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 aceording to the degree in which he can afford
to enjoy the necessaries, conveniencies, 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
hitn. “The far greater part of them he must derive from the labour of other
[44] 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 exchange it for other
comrmedities, is equal to the quantity of labour which it enables him to
purchase or command.? Labour, therefore, is the real measure of the ex-
changeable value of all commadities.?

The real price of every thing, what every thing really costs to the man who
wants to acquire it, is the toil and trouble of acquiring it4 What every
thing is really worth to the man who has acquired it, and who wants to dis-
pose of it or exchange it for something else, is the toil and trouble which it
can save to himself, and which it can impose upon other people. Whar 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 i3 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 originally purchased;® and its
value, to those who possess it and who want to exchange it for some new
productions, is precisely equal to the quantity of labour which it can enable
them to purchase or command,

=
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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 hard-
ship 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 houre easy business; or in an hour's application to a trade which it
coat ten years labour to learn, than in a [46] month's industry at an ordinary
and obvious employment. But it is not easy to find any accurate measure
cither of hardship or ingenuity. In exchanging indeed the different pro-
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CHAPTER VI
Of the component Parts of the Price of Commodities

1 Intthat carly and rude state of society which precedes both the accumula-
tion 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 ome another.! If among 2 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 ex-[71]}change 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 whaj is usually the produce of one day’s or one hour’s
labour.

2 If the one species of labour should be more severe than the other, some
allowanee will naturally be made for this superior hardship;? and the pro-
duce of one hour's labour in the one way may frequently exchange for that
of two hours labour in the other.

4 In this state of things®, the whole produce of labour belongs to the
labourer; and® the quantity of labour commonly employed in acquiring or
producing any commodity, is the only circumstance which can regulate the
quantity of la-[7z]bour which it ought commonly to purchase, command,
or exchange for.

5  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 subsistence, in order to make a
profit by the sale of their work, or ]:::,r what their labour adds to the value of
the materials. In exchanging the complete manufacture 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, something must
be given for the profits of the undertaker of the work who hazards his stock
in this adventure.* The velue which the werkmen add to the materials,
therefore, resolves itself in this case into two parts, of which the one pays
their wages, the other the profits of their employer upon the whole stock of
materials and wages which he advanced. He eould have no interest to em-
ploy 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 proportion to the extent of his stock,

ductions of different sorts of labour for one another, some allowanes 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,
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The profits of stock, it may perhaps be thoughe, are only a different name
for the wages of a particular sort of labour, the labour of inspection and di-
rection. They are, however, altogether different, are regulated by quite
differ-[73]ent principles, and bear no proportion to the quantity, the hard-
ship, or the ingenuity of this supposed 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 pro-
fits of manufacturing stock are ten per cent. there are two different manu-
factures, in each of which twenty workmen are employed at the rate of
fifteen pounds a year each, or at the expence 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
materials 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 hundred
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 * committed 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 [74]
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 manage-

ment; 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 profitz of stock
“constitute a component part® altogether different from the wages of
labour, and regulated by quite different principles.

KEPOOC
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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 de-
mand a rent even for its natural produce. The wood of the forest, the grass
of the field, and all the natural fruies of the earth, which, when land was in
commeon, cost Pthe 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 [75] themn ; and fmust give up to the landlord a
portion of what his labour either eollects 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,3
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CHAPTER VII
Of the natural and market Price of Commodities®

[B4] The actual price at which any commeodity is commenly sold is called
its market price. It may either be above, or below, or exactly the same with
its natural price.

The market price of every particular commodity is regulated by the pro-
portion between the quantity which is actually brought to market, and the
demand of those who are willing to pay the natural price of the com-
maodity, or the whole value of the rent, labour, and profit, which must be
paid in order to bring it thither. Such people may be called the effectual
demanders, and their demand the effectual demand;” since it may be suffi-
cient to effectuate the bringing of the commodity to market. It is different
from the absolute demand. A very poor man may be said in some sense to
have a demand for a coach and six; he might like to have it; but his demand
is not an effectual demand, as the commodity can never be brought to
market in order to satisfy it.®

When the quantity of any commodity which is brought to market falls
short of the effectual demand, all those who are willing to pay the whole
value of the rent, wages, and profit, which must be paid in order to bring it
thither, cannot be supplied with the quantity which they want. Rather than
want it altogether, some of them will be willing to give more. A competi-
tion will immediately begin among them, and the market price will rise

FII.I_'E-

more or less above the natural price, according as either® the greatness of
the deficiency®, or the wealth and wanton luxury of the competitors, hap-
pen to animate” more or less the eagerness of [85] “the® competition.
#Among competitors of equal wealth and luxury the® same deficiency will
generally occasion 2 more or less eager competition, according as the
acquisition of the commodity happens to be of more or less importance to
fthem?®, Hence the exorbitant pril:l: of the necessaries of life during the
blockade of a town or in a famine.

When the quantity brought to market exceeds the effectual demand, it
cannot be all sold to those whe are willing to pay the whole value of the
rent, wages and profit, which must be paid in order to bring it thither. Some
part must be sold to those who are willing to pay less, and the low price
which they give for it must reduce the price of the whole. The market
price will sink more or less below the natural price, according as the great-
ness of the exeess increases more or less the competition of the sellers, or
according as it happens to be more or less important to them to get im-
mediately rid of the commodity. The same excess in the importation of
perishable, will occasion a much greater competition than in that of durable
commadities; in the importation of oranges, for example, than fin that of
old iron.*

15 The natural price, therefore, is, as it were, the central price, to which the
prices of all commodities are continually gravitating.!® Different accidents
may sometimes keep them suspended a good deal above it, and sometimes
foree them down even somewhat below it. But whatever may be the ob-
stacles which hinder them from settling in this center of repose and con-
tinuance, they are constantly tending towards it.
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FART I

Tnegqualities arising from the Nature of the Employments
themselves

1 The five following are the principal circumstances which, so far as I
have been able to observe, make up for a small pecuniary gain in some
employments, and eounter-balance a great one in others: first, the agree-
ableness or disagreeableness of the employments themselves; secondly, the
eaginess and cheapness, or the difficulty and expence of learning them;
thirdly, the constancy or inconstancy of employment in them; fourthly, the
small or great trust which must be reposed in those who exercise them; and,
fiftly, the probability or improbability of success in them.?

RAEERAL LEE WRLLILAE ORI EERATArs

34  Of the five circumstances, therefore, which vary the wages of labour,
two only affect the profits of stock; the agreeableness or disagreeableness of
the business, and the risk or security with which it is attended.?® In point of

CHAPTER XI
Of the Rent of Land

Wu‘lu}-
5  The rent of land, therefore, considered as the price paid for the use of
the land, is naturally a monopoly price. It is not at all proportioned to
what the landlord may have laid out upon the improvement of the land,
or to what he can afford to take; but to what the farmer can afford to give.?
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4

Of the Nature, Accumulation, and Employment
of Stock

As the accumulation of stock is previously necessary for carrying on this
great improvement in the productive powers of labour, so that accumula-
tion naturally leads to this improvement. The person who employs his
stock in maintaining labour, necessarily wishes to employ it in such a
manner as to produce as great a quantity of work as possible. He endeavours,
therefore, both to make among his workmen the most proper distribution
of employment, and to furnish them with the best machines which he can
either invent or afford to purchase.3 His abilities in both these respects are
generally in proportion to the extent of his stock, or to the number of
people whom it can employ. The quantity of industry, therefore, not only
increases in every country with the increase of the stock which employs it,
but, in consequence of that increase, the same quantity of industry pro-
duces a much ereater auantitv of work.
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1] CHAPTER 111
Of the Accumulation of Capital, or of productive and unproductive
Labour

THERE 15 one sort of labour which adds to the value of the subject
upon which it is bestowed: There is ancther which has no such effect.
The former, as it produces a value, may be called productive; the
latter, unproductive® labour.! Thus the labour of a manufacturer adds,
generally, to the value of the materials which he works upon, that of
his own [2] maintenance, and of his master's profit. The labour of a menial
servant, on the contrary, adds to the value of nothing. Though the manu-
facturer has hiz wages advanced to him by his master, he, in reality, costs
him no expence, the value of those wages being penerally restored, to-
gether with a profit, in the improved value of the subject upon which his
labour is bestowed. But the maintenance of a menial servant never is
restored. A man grows rich by employing a multitude of manufacturers:
He grows poor, by maintaining a multitude of menial servants. The labour
of the latter, however, has its value, and deserves its reward as well as that
of the former. But the labour of the manufacturer fixes and realizes itself in
sorne particular subject or vendible commodity, which lasts for some time at
least after that labour is past.® It is, as it were, a certain quantity of labour
stocked and stored up to be employed, if necessary, upon some other
occasion. That subject, or what is the same thing, the price of that subject,
can afterwards, if necessary, put into motion a quantity of labour equal to
that which had originally produced it.* The labour of the menial servant,
on the contrary, does not fix or realize itself in any particular subject or
vendible commodity. His services generally perish in the very instant of
their performance, and seldom leave any trace or value behind them, for
which an equal quantity of service could afterwards be procured.?
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officers both of justice and war who serve under him, the whole army and
navy, are unproductive labourers.® They are the servants of the publick,
and are maintained by a part of the annual produce of the industry of
other people.® Their service, how honourable, how useful,” or how neces-
sary soever, produces nothing for which an equal quantity of service can
afterwards be procured. The protection, security, and defence of the
commonwealth, the effect of their labour this year, will not purchase its
protection, security, and defence, for the year to come. In the same class
must be ranked, some both of the gravest and most important, and some
of the most frivolous professions: churchmen, lawyers, physicians, men of
letters of all kinds; players, buffoons, musicians, opera-singers, opera-
dancers, &c.% The labour of the meanest of these has a certain value, regu-
lated by the very same principles which regulate that of every other sort of
labour:;® and that of the noblest and most useful, produces nothing which
could afterwards purchase or procure an equal quantity of labour, Like
the declamation of the actor, the harangue of the orator, or the tune of the
musician, the work of all of them perishes in the very instant of its pro-
duction.'?
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[138] BOOK IV

Of Systems of political Oeconomy

INTRODUCTION

1 PoLiTicaL mconomy, 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 p'u.l:rli.ck
services. It proposes to enrich both the people and the sovereign.

2z The different progress of opulence in different ages and nations, has given

occasion to two different systems of political meonomy, with regard to en-
riching 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 1
Of the Principle of the commercial, or mercantile System'

AGUEULLD LWL WLLS: A VGLILD) Gl MALSSA]  SeIlALiil anmes  Bu s sseeseme mas so——

manner. The French have been particularly forward to favour their own
manufactures by restraining the importation of such foreign goods as could
come into competition with them. In this consisted a great part of the
policy of Mr. Colbert,* who, notwithstanding his great abilities, seems in
this case to have been imposed upon by the sophistry of merchants and
manufacturers, who are always demanding a monopoly against their
countrymen. It is at present the opinion of the most intelligent men in
France that his operations of this kind have not been beneficial to his
country.® That minister, by the tarif of 1667, imposed very high duties
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[200] CHAPTER III
Of the extraordi Restraints upon the Importation of Goods o
::B!ﬂmf all Kinds, from those Countries with which t.&sfﬂa.!mz 3{
supposed to be disadvantageous

“PART I
Of the Unreasonableness of those Restraints even upon the
Frinciples of the Commercial System®
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PART IV

Of the EeFect of UtiLiTy upon the Sentiment of Approbation
#Consisting of One Section®

[x76] CHAPTER 11 - -

; i © ; : and to maintain a greater multitude of inhabitants. It is to no purpose, that

of Rﬂ’”%ﬁ HME i:”{_’;’; fﬁm from H{“;}’fﬂ’:ﬂc““mf’ of the proud and unfeeling landlord views his extensive fields, and without
1 a thought for the wants of his brethren, in imagination consumnes himself

the whole harvest that grows upon them. The homely and vulgar proverb,

P 1
But the annual revenue of every society is always precisely equal to th_e
exchangeable value of the whale annual produce of its industry, or rather 15

precisely the same thing with that exchangeable value.)? As every individ-
ual, 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 cant? He gen-
erally, indeed, neither intends to promote the publick interest, nor knows
how much he is promoting it. By preferring the support of domestick to
that of foreign industry, he intends only his own security; and by di-
recting that industry in such a manner as its produce 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. ** MNor i3 it always the worse for the society that it was no part of
it. By pursuing his own interest he frequently promotes that of the society
more effectually than when he really intends to promote it. [ have never
known much good done by those who affected to Frm:le for the publick
good. It is an [18z2] affectation, indeed, not very common among merchants,
and very few words need be employed in dissuading them from it 1%

Mn OKOTIOULEVEC OUVETTELEC
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that the eye is larger than the belly, never was more fully verified than with
regard to him. The capacity of his stomach bears no proportion to the
immensity of his desires, and will receive no more than that of the meanest
peasant.® The rest he is obliged to distribute among those, who prepare, in
the nicest manner, that little which he himself makes use of, among those
who fit up the palace in which this little is to be consumed, among those
who provide and keep in order all the-different baubles and trinkets, which
are employed in the occonomy of greatness; all of whom thus derive from
his luxury and caprice, that share of the necessaries of life, which they would
in vain have expected from his humanity or his justice. The produce of the
soil maintains at all times nearly that number of inhabitants which it is
capable of maintaining. The rich only select from the heap what is most
precious and agreeable. They consume little more than the poer, and in
spite of their natural selfishness and rapacity, though they mean only their
own conveniency, though the sole end which they propose from the
labours of all the thousands whom they employ, be the gratification of their

own vain and insatiable desires, they divide with the poor the produce of
all their improvements. They are led by an invisible hand” to make nearly

the same distribution of the necessaries of life, which would have been
made, had the earth been divided into equal portiens among all its inhabi-
tants, and thus without intending it, without knowing it, advance the
interest of the society, and afford means to the multiplication of the species.
When Providence divided the earth among a few lordly masters, it neither
forgot nor abandoned those who seemed to have been left out in the parti-
tion. These last too enjoy their share of all that it produces. In what con-
stitutes the real happiness of human life, they are in no respect inferior to
those who would seem so much above them. In case of body and peace of
mind, all the different ranks of life are nearly upon a level, and the beggar,
who suns himself by the side of the highway, possesses that security which
kings are fighting for.
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Bernard de Mandeville
(1670 —1733)
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B Was counted the great Nursery
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[s1 Vast Numbers throng'd the fruitful Hive ;
Yet those vast Numbers made 'em thrive ;
Millions endeavouring to supply
Each other’s Lust and Vinity ;

While other Millions were employ’d,

To see their Handy-works destroy’d ;
They furnish’d half the Universe ;

Yet had more Work than Labourers.

Ui LU AL W SCTAITI VIR,

(B.) These were call'd Knaves, but bar the Name,
The grave Industrious were the same :

All Trades and Places knew some Cheat,
No Calling was without Deceit.
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T rus every Part was full of Vice,
Yet the whole Mass a Paradise ;
Flatter'd in Peace, and fear’d in Wars,
They were th’ Esteem of Foreigners,
And lavish of their Wealth and Lives,
The Balance of all other Hives.
Such were the Blessings of that State ;
Their Crimes conspir'd to make them * Great
(F.) And Virtue, who from Politicks
Had learn’d a Thousand Cunning Tricks,
Was, by their happy Influence,
Made Friends with Vice : And ever since,
(G.) The worst of all the Multitude
Did something for the Common Good.

(1) T nx Root of Evil, Avarice,
That damn’d ill-natur’d baneful Vice,
Was Slave to Produgality,

(X.) That noble Sin; (L.) whilst Luxury
Employ’d a Million of the Poor,

(M.) And odious Pride a Million more :
(N.) ® Envy it self, and Vanity,

Were Ministers of Industry ;

Their darling Folly, Fickleness,

In Diet, Furniture and Dress,

That strange ridic'lous Vice, was made
The very Wheel that turn’d the Trade.
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eople.
? II‘I: the progress of the division of labour, the employment of the far
greater part of those who live by labour, that is, of the great body of the
people, comes to be confined to a *few very” simple operations; frequently
to one or two. But the understandines of the ereater part of men are

necessarily formed by their ordinary employments.% The man whose whole
life is spent in performing a few simple operations, of which the effects
too are, perhaps, always the same, or very nearly the same, has no occasion
to exert his understanding, or to exercise his invention in finding out
expedients for removing difficulties which never occur. He naturally loses,
therefore, the habit of such exertion, and generally becomes as stupid and
ignorant as it is possible for a human creature to become.* The torpor
of his mind renders him, not only incapable of relishing or bearing a part
in any rational conversation, but of conceiving any generous, noble, or
tender sentiment, and consequently of forming any just judgment con-
cerning many even of the ordinary duties of private life. Of the great and
extensive interests of his country, he is altogether incapable of judging;
and unless very particular pains have been taken to render him otherwise,
he is equally incapable of defending his country in war.*® The uniformity
of his stationary life naturally corrupts the courage of his mind, and makes
him regard with abhorrence the irregular, [183] uncertain, and adventurous
life of z soldier. It corrupts even the activity of his body, and renders him
incapable of exerting his strength with vigour and perseverance, in any
other employment than that to which he has been bred. His dexterity at his
own particular trade seems, in this manner, to be acquired at the expence
of his intellectual, social, and martial virtues. But in every improved and
civilized society this is the state into which the labouring poor, that is, the
great body of the people, must necessarily fall, unless government takes
some pains to prevent it.%?
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5t All systems either of preference or of restraint, therefore, being thus
completely taken away, 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 hiz own
interest his own way, and to bring both his industry and capital into
competition with those of any other man, er order of men. The sovercign

is completely discharged from 2 duty, in the attempting to perform
which he must always be exposed to innumerable delusions, and for the The SyStem Of natural
proper performance of which no human wisdom or knowledge could ever Iibe rty

be sufficient; the duty of superintending the industry of private people,

and of directing it towards the employments most suitable to the interest

of the society.® According to the system of natural iberty, the sovereign

has only three duties to attend to; three duties of great im nce, ! !

indeed, jrl:rut plain and intelligible to common und:rstfn[dings: m the O pO)\OC an KUBEPVHGHC
duty of protecting the society from the violence 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 establishing [43] an exact administration

of justice:® and, thirdly, the duty of erecting and maintaining certain

publick works and certain publick 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 expence to any
individual or small number of individuals, though it may frequently do
much more than repay it to a great society,®
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