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Objectives of this lecture

• Explain the birth of classical political economy

• Show the influence of the Scottish Enlightenment on 
Adam Smith

• To analyze Adam Smith's theories through his works 
and in particular
– The analysis of the division of labour

– The labour theory of value

– The invisible hand
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Contents
• Scottish Enlightenment
• Adam Smith
• Biography
• Works

• Theory of Moral Sentiments
• The Wealth of Nations

• The analysis of the division of labour

• The labour theory of value

• The invisible hand

• Non intended consequences
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Scottish Enlightenment
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Scottish Enlightenment

Robert Simson
(1687 –1768)
Professor of 

Mathematics at the 
University of Glasgow

(Teacher of Adam 
Smith)

Gershom 
Carmichael 
(1672-1729)

First professor of 
Moral Philosophy at 

the University of 
Glasgow

Francis Hutcheson 
(1694-1746)

Professor of Moral 
Philosophy at the 

University of Glasgow
(Teacher of Adam 

Smith)
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Scottish Enlightenment

Colin Maclaurin
(1698-1746)

Professor of Mathematics
University of Edinburgh

Henry Home, Lord 
Kames (1696-1782)
Philosopher, judge, 
central figure of the 
Scottish Enlightenment

Thomas Reid 
(1710-1796)

Philosopher, succeeded 
Smith at Glasgow 

University



7NJ Theocarakis UoA. Classical Political Economy: Adam Smith

Scottish Enlightenment

James Burnett, 
Lord Monboddo

(1714 –1796)
Judge, linguist, philosopher

William Robertson 
(1721–1793) 
Historian, 

Rector of the 
University of Edinburgh

David Hume
(1711 – 1776)
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Scottish Enlightenment

Adam Smith
(1723 –1790)

George Campbell 
(1719 –1796)
Philosopher, 

Professor of divinity

Adam Ferguson
(1723 – 1816)

Professor of Moral 
Philosophy at the University 

of Edinburgh
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Scottish Enlightenment

James Hutton
(1726-1797)

“The Father of Geology”
(Together with Black 
literary executors of 

Smith)

Joseph Black (1728-1799)
Physicist and chemist (magnesium, 
latent heat, specific heat, and carbon 
dioxide). Professor of Anatomy and 
Chemistry at the University of 
Glasgow and Professor of Medicine 
and Chemistry at the University of 
Edinburgh

James Beattie
(1735-1803)

Professor of Moral Philosophy
at Aberdeen
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Scottish Enlightenment

John Millar
(1735–1801) Philosopher, 

historian and Regius 
Professor of Civil Law at 

the University of Glasgow

James Anderson 
(1739-1808)

Agronomist and economist
An Enquiry into the Nature of 

the Corn Laws, (1777)

James Watt 
(1738-1819)

Inventor and 
engineer
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Scottish Enlightenment

Dugald Stewart 
(1753 –1828)

Philosopher and 
mathematician

Biographer of Adam Smith
Succeeded Adam Ferguson

Robert Burns 
(1759-1796)

National poet of Scotland

James Boswell 
(1740-1795) 

The Life of Samuel 
Johnson, LL.D. (1791)
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Scottish Enlightenment

Francis Hutcheson 
(1694-1746)

Professor of Moral 
Philosophy at the 

University of Glasgow
(Teacher of Adam Smith)

(1726)
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Scottish Enlightenment

Influenced by AristotleBenevolence drives human behaviour, and we 
achieve our best interest without seeking it
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Scottish Enlightenment

Adam Ferguson
(1723 – 1816)

Professor of Moral 
Philosophy at the 

University of 
Edinburgh
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Scottish Enlightenment

David Hume
(1711 – 1776)
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Scottish Enlightenment
A Treatise of Human Nature: Being an Attempt to 
introduce the experimental Method of Reasoning into 
Moral Subjects. (1739–40)
Essays Moral and Political (1741–2) 
An Enquiry Concerning Human Understanding (1748
An Enquiry Concerning the Principles of Morals (1751) 
Political Discourses (1752). 
The History of England (1754–62) 
The Natural History of Religion (1757)
"My Own Life" (1776) published by Adam Smith 
Dialogues Concerning Natural Religion (1779)

David Hume
(1711 – 1776)



17NJ Theocarakis UoA. Classical Political Economy: Adam Smith

Scottish Enlightenment

David Hume
(1711 – 1776)
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Scottish Enlightenment
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Scottish Enlightenment

Price–specie flow mechanism
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Sir James Steuart (1713-1780)

• Last representative of 
mercantilism

• Active intervention of the 
state

• Correlation between 
population and food

• Protection of industry
• Role of demand in 

'macroeconomic' 
equilibrium

• Supply and demand
• Profit upon alienation
• Demand for domestic 

luxury goods beneficial
• Labour and demand 

equilibrium
• There are no general 

rules
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Adam Smith (1723-1790)

by James Tassie
glass paste 

medallion, 1787by Mackenzie, after 
James Tassie

stipple engraving, 
published 1809

by John Kay
etching, 1790
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Adam Smith (1723-1790)

The Muir portrait
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Adam Smith (1723-1790)
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Adam Smith (1723-1790)

A crowd gather to watch the unveiling of a 10ft bronze statue of Adam Smith 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)
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Adam Smith (1723-1790)

• Biography

Born in Kirkcaldy, 
County Fife, Scotland

Smith’s mother
Margaret Douglas of Strathendry

• His father died when he 
was two months old, and 
he grew up with his 
mother.

• Studied at Glasgow 
University at the age of 14.

• 1740 Snell exhibitioner, 
Balliol College, Oxford.
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Adam Smith (1723-1790)

Glasgow University Balliol College, Oxford



28NJ Theocarakis UoA. Classical Political Economy: Adam Smith

Adam Smith (1723-1790)
• 1748 Public lectures at the University of Edinburgh “Rhetoric and 

belles-lettres”
• 1750  meets David Hume
• 1751  Professor of Logic at the University of Glasgow
• 1752  Member of the Philosophical Society of Edinburgh and 

Professor of Moral Philosophy at the University of Glasgow
• 1759  Publishes The Theory of Moral Sentiments
• 1762  Awarded Doctor of Laws (LL.D.)
• 1763  Leaves university to accompany Henry Scott, Duke of 

Buccleuch [stepson of Charles Townshend] on the Grand Tour
• Toulouse [WoN]-Geneva [Voltaire]-Paris [Benjamin Franklin, 

Jacques Turgot, Jean D'Alembert, André Morellet, Helvétius, 
François Quesnay]

• 1766  Henry Scott's young brother dies in Paris, and they return to 
Scotland.
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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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Adam Smith (1723-1790)

Charles 
Townshend 
(1725 –1767) 

Thomas Gainsborough:
Henry Scott (1746-1812), 
3rd Duke of Buccleuch

Voltaire 
(1694-1778)
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Adam Smith (1723-1790)

André Morellet 
(1727 –1819)

Benjamin Franklin
(1706 - 1790)

Jean Le Rond d'Alembert 
(1717-1783)
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Adam Smith (1723-1790)

Claude Adrien Helvétius 
(1715–1771)

Jacques Turgot 
(1727-1781)

François Quesnay 
(1694–1774)
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Adam Smith (1723-1790)
• 1766 Returns to Kirkcaldy and devotes the next ten years to writing the Wealth 

of Nations

• 1773 Fellow of the Royal Society of London

• 1776 Publishes An Inquiry into the Nature and Causes of the Wealth of Nations

• 1778 Appointed Commissioner of Customs in Scotland and lives with his mother 
in Edinburgh

• 1787-9 Lord Rector of the University of Glasgow

• 1790 Dies in Edinburgh
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Adam Smith (1723-1790)

The Theory of Moral 
Sentiments 

1759

The Theory of Moral Sentiments was published 
in 1759 when Smith was a professor in Glasgow. 
A second revised edition was published in 1761. 
Three other editions with minor changes 
appeared in 1767, 1774 and 1781. A significantly 
revised edition was published shortly before 
Smith's death in 1790.

Adam Smith, Η θεωρία των 
ηθικών συναισθημάτων, 
μετάφραση-επιμέλεια: 
Διονύσης Γ. Δρόσος, επιμέλεια 
σειράς: Μιχάλης 
Ψαλιδόπουλος, 
Εκδόσεις Παπαζήση, 2012
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Adam Smith (1723-1790)
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Adam Smith (1723-1790)

Sociability
• Hugo Grotius
• Thomas Hobbes
• Samuel Pufendorf
• Gershom Carmichael
• Francis Hutchison
• Christian Thomasius
• John Locke
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Adam Smith (1723-1790)

Das Adam Smith Problem

Is there a difference between the 
Theory of Moral Sentiments and 
the Wealth of Nations?
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Adam Smith (1723-1790)
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Adam Smith (1723-1790)

Δημήτριος 
Καλιτσουνάκης 

Εστία, 1948

Δημήτριος Καλιτσουνάκης
(δημοτική)

Παπαζήση, 1999
Ευρωεκδοτική, 1991

Mετάφραση: Χρήστος Βαλλιάνος
επιμέλεια: Γιάννης Μηλιός
Ελληνικά Γράμματα, 2000

http://www.pyxida.aueb.gr/index.php?op=view_object&object_id=4677

http://www.pyxida.aueb.gr/index.php?op=view_object&object_id=4677
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Adam Smith (1723-1790)

2018
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Adam Smith (1723-1790)

Adam Smith, «Περί της διαφορετικής 
πορείας εξέλιξης της ολβιότητας σε 
διαφορετικά έθνη» (Βιβλίο ΙΙΙ), στο 
Ηλίας Γεωργαντάς & Θανάσης 
Γκιούρας (επιμ.) Χώρος, πόλη και 
εξουσία στη νεωτερικότητα, Ίδρυμα 
Σάκη Καράγιωργα,  Σαββάλας, Αθήνα, 
2010
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Adam Smith (1723-1790)
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Υ = National income
π = Productivity of labour
L = Labour
Ν = Population

Υ = πL
Y/N = π L/N
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Smith explains the division of labour using the example of a factory that 
manufactures pins. In this factory, manufacturing is subdivided into 18 
separate processes, thus increasing the productivity of labour.

10 persons = 4800 pins
1 person =   20 pins
Χ 240 increase in productivity



Pictures of a craft shop making pins in the 
time of Adam Smith. From Diderot's 
Encyclopédie, under the entry “Épinglier” 
(pin maker). Some claim that Smith inspired 
the example of the pins from the 
Encyclopédie.

https://artflsrv04.uchicago.edu/philologic4.7/encyclopedie0922/navigate/21/9

https://artflsrv04.uchicago.edu/philologic4.7/encyclopedie0922/navigate/21/9
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Adam Smith (1723-1790)
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Adam Smith (1723-1790)
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Adam Smith (1723-1790)
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Labour Theory of value



Benozzo di Lese di Sandro, dit GOZZOLI
Florence, vers 1420/1422 - Pistoia, 1497

Le Triomphe de Saint Thomas d'Aquin 
Vers 1470 - 1475 
H. : 2,30 m. ; L. : 1,02 m.

R. L. Meek, (1973) Studies in the Labour Theory of Value, 
Lawrence and Wishart, London, Second edition







Hugo Grotius 
(1583 – 1645)

1625

laborum & 
expensarum



Samuel Pufendorf 
(1632-1694)

On the Duty of Man and Citizen According to 
Natural Law 1673

laborum & 
expensarum as 
“Trouble and 
Charges”



Thomas Hobbes 
(1588-1679) 

there are two things necessary
to the enriching of Subjects, 
Labour and thrift (labor & 
parsimonia)

Elementa philosophica de cive

Philosophical Rudiments 
concerning Government and 
Society

1642

Leviathan 1659



John Locke (1632 –1704)



Sir William Petty
1623-1687





Josiah Tucker (1713-1799)
Elements of Commerce 

1755



Benjamin Franklin 
(1706-1790)



Ferdinando Galiani
(1728-1787)

Della moneta (1751)

fatica
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Wages + profits + land rent
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The invisible hand TMS

WN

Non intended consequences 



95NJ Theocarakis UoA. Classical Political Economy: Adam Smith

The invisible hand and the role of self-interest
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The invisible hand and the role of self-interest

Bernard de Mandeville 
(1670 –1733)
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The invisible hand and the role of self-interest
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The negative effects 
of the division of 
labour and the role 
of education

MODERN TIMES, United 
Artists, 1936. Directed by 

Charlie Chaplin
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The system of 
natural liberty

The role of 
government
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The four maxims of taxation: 
• Proportionality
• Certainty
• Convenience
• Expediency
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End of Lecture
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