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Social Circumstances and Rationality: 

Some Lessons from Adam Smith Why We May Not 
All Be Equally Sovereign 

By AMos WITZTUM* 

ABSTRACT. Upon the uniformity in individuals' decision-making 
mechanism rests a great deal of the legitimacy of natural liberty. As 
we are all equally sovereign (cognitive-wise), we only strike deals 
that inevitably make us better off. We all gain from trade and thus, 
as everyone is better off, so must be the whole of society. But could 
it be that people are rational yet not equally sovereign? In this paper, 
we examine Smith's interpretation of rationality, and we find that it 
is fundamentally a social concept. As such, the manifestation of ration- 
ality in individual behavior depends on how sophisticated is individ- 
uals' access to public opinion. Consequently, individuals who are 
equally self-interested may face very different sets of options, which 
are determined by their social circumstances. This difference may 
suggest that, although all agents may be motivated by the same objec- 
tive, they cannot be considered as equally sovereign. 

I 

Introduction 

FOR SOME TIME NOW THERE HAS BEEN a growing unease among main- 
stream economists concerning the very limited nature of rationality 
in economics. Some would quote the difficulties associated with 
assuming that human beings have the ability to process the amount 
of information required in order to make a "rational choice."1 Others 
would question the nature of the objective function, which is nor- 
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mally attributed to economic agents.2 But what is remarkable about 
many of these studies is that whatever is the "proper" depiction of 
rationality, it is supposed to be universal. That is to say, there is a 
fundamental symmetry between agents in their economic interaction. 
They may not have the same initial wealth, or tastes, or access to 
information, which may explain why they act differently in similar 
circumstances. But without fail, they will all reach a decision about 
how to act by a very similar process, which is based on a very similar 
motivation (I refer here to the algorithm of utility maximization). 

It is this uniformity in individuals' decision-making mechanism 
upon which rests a great deal of the legitimacy of natural liberty. As 
we are all equally sovereign (cognitive-wise) we only strike deals that 
inevitably make us better off. We all gain from trade and thus, as 
everyone is better off, so must be the whole of society. But could it 
be that people are rational yet not equally sovereign? Will the idea 
of universal gains from trade run into difficulties if we allow the coex- 
istence of alternative interpretations of rationality? 

There is no obvious reason why the assumption about the ration- 
ality of agents should also imply procedural uniformity. If we trace 
back the idea of the universal self-interested agent in economics 
("rational utility maximizer") to one of its origins-Adam Smith's 
"prudent self-interested" character-we shall find some interesting 
anomalies that may help us enrich our understanding of what may 
constitute rational behavior. Consider, for instance, Smith's assertion 
that "[i]t is the sober and industrious poor who generally bring up the 
most numerous families, and who principally supply the demand for 
useful labor" (Wealth of Nations [MWN] 872).3 At the same time, Smith 
argues that "the uniform, constant, and uninterrupted effort of every 
man [is] to better his condition" (WVN 343). He also claims that "aug- 
mentation of fortune is the means by which the greater part of men 
propose and wish to better their condition" (WIN: 341). Why, then, 
do the sober and industrious poor "bring up the most numerous fam- 
ilies"? Will the resulting increase in the number of laborers really help 
in bettering their conditions? Are those poor rational when they use 
wages above subsistence levels to increase their numbers rather than 
accumulate?4 Are they equally rational as those who use wages above 
subsistence to accumulate? 
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In a recent account of Smith's methodology, Griswold (1999) argues 
that Smith's rhetoric is such that individuals' own rhetoric matters. 
"Smith's method and rhetoric," Griswold writes, "appeal continually 
to our experience in and of this or that situation, our sense of what 
is important to our individual lives and to our role in the human 
drama" (1999: 54-55). Smith, he claims, recognizes the limits of reason 
and the importance of experience. A possible implication of this could 
be the assertion that, for Smith, that which constitutes rational behav- 
ior depends on one's own circumstances. 

The purpose of this paper, therefore, is to explore how circum- 
stances may influence the apparent universal pursuit of "bettering 
one's condition." It will be shown that in Smith's analysis, the desire 
to "better our condition" is really a desire to be socially approved. 
This means that we choose to do things that we feel are right and 
that we feel the public, too, will consider as right. Hence, our choice 
of actions is influenced by the way we form our moral opinion and 
by our exposure to "public opinion."5 

A close examination of Smith's principles of human nature will 
reveal that there are two competing origins for moral approbation: 
"sympathy" and "utility."6 Each of these principles entails a mixture 
of a basic disposition toward others and a clear pursuit of a special 
kind of pleasure: the pleasures of harmony. In the case of "sympa- 
thy," we find harmony in the compatibility of our own sentiments 
with those of the subject of approbation. In the case of "utility," we 
derive pleasure from observing the harmonious operation of a well- 
contrived machine. 

Equally, according to Smith, there are broadly two different ways 
through which we can obtain social approval: either through good 
character and behavior, or through rank and authority. In the case of 
good character and behavior, people approve of us because they 
would have felt and acted the same had they been in our position. 
We, in turn, derive considerable pleasure from this sense of harmony 
between our own sentiments and those of others. 

In the case of rank and authority, however, social approval is 
derived in a very different manner. First, there is the pleasure asso- 
ciated with the utility that is attributed to wealth. "The pleasures of 
wealth and greatness, [considered as the outcome of a well-contrived 
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system], strike the imagination as something grand and beautiful and 
noble" (T-heory of Moral Sentiments [TMSI: 183). Second, there is the 
deceptive power of wealth that we associate in our mind with "almost 
the abstract idea of a perfect and happy state.... We feel, therefore, 
a peculiar sympathy with the satisfaction of those who are in it. We 
favour all their inclinations, and forward all their wishes" (TMS: 52). 
In other words, we may feel sympathy with the rich and the power- 
ful, not because we would have necessarily felt and acted in the same 
way had we been in their position, but rather because of both the 
"aesthetics" of their situation as well as the particular pleasure of iden- 
tifying with what appears to be a happy state. Social approval, there- 
fore, can be gained regardless of the actual behavior of the wealthy 
person. 

What, then, determines how people propose to better their con- 
dition or achieve social approval? In part, this is a question of 
character. The pleasure of harmony can be achieved either through 
sympathy (which is a demanding and involving exercise) or through 
the more passive sense of utility. Whether a person is sensitive to 
the sentiments of others-and thus more inclined to derive pleasure 
from sympathy with them-would depend on his or her disposition 
toward them. In Witztum (1998) I have argued that types of charac- 
ter may indeed be the force determining the way in which moral 
values are being formed. At present, however, I assume that all char- 
acters are equally "self-interested." Hence, the degree to which one 
may be inclined to replace the pleasure of harmony with people with 
an aesthetic-based sense of pleasure cannot really be explained by 
differences in character. 

An alternative explanation to the difference between agents in their 
pursuit of the sense of harmony could be their individual circum- 
stances. Griswold (1999) suggests that the cognitive elements of sym- 
pathy require a degree of shared experience (1999: 95). This means 
that people's ability to feel "sympathy" with the sentiments of others 
depends on the familiarity of the others' circumstances. Indeed, 
Smith's analysis quite clearly suggests that sympathy with others is 
declining the further we go from the nuclear family. This is partly due 
to the fact that we may not care much about the others (which is a 
matter of character) but also because of our inability to sympathize 
with people who live in very different circumstances. 
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In primitive societies in which kinship is the cement of society, 
sympathy could have been extended to almost everyone in society. 
As society grows, kinship ceases to be the cement of society. More- 

over, "[fin commercial countries, where the authority of law is always 
perfectly sufficient to protect the meanest man in the state, the 
descendants of the same family, having no such motive for keeping 
together, naturally separate and disperse.... They soon cease to 
be of importance to one another; and, in a few generations, not 
only lose all care about one another, but all remembrance of their 
common origin" (TMS: 223). When the bonds of social association 
are less dependent on kinship, deriving harmony of sentiments 
may become too difficult a task. In such a case, an easier method of 
deriving pleasure of harmony will be either from utility or from the 
indirect social approval that is based on the deceptive powers of 
wealth. 

How, then, can the poor gain social approbation or satisfy their 
desire for the pleasures of harmony? Good character and behavior is 
an obvious option, although, according to Smith, the poor are unno- 
ticed by others and will thus fail to gain social approval. As they have 
no wealth, there seems to be no way in which the poor may seek to 
"better their condition." Can rearing children be a good way of achiev- 
ing this objective? The answer could be positive. By creating a large 
family, individuals may create an environment in which the goodness 
of their character and behavior can be appreciated and/or may enjoy 
the authority over people who are clearly dependent on them (their 
children). 

Thus the decision by the rational rich to accumulate reflects a clear 
understanding of the power of wealth and is a result of a clear choice 
between modest and lavish lifestyles. The decision by the poor to 
propagate does not reflect a great deal of choice. I will next discuss 
some implications that this will have for the ethical and efficiency 
analysis of economic interaction. 

II 

The Social Dimension of Human Nature 

WHAT MAKES SMITH'S NOTION OF RATIONALITY SO DIFFERENT from its modern 
interpretation is the fact that it is fundamentally a social concept. 
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While the modern rational utility maximizer makes choices with no 
direct reference to any other member of society, in Smith the others 
are an essential part of what constitutes rational, or prudent, behav- 
ior. This should not come as a surprise, as the "other" is present in 
almost all of Smith's principles of human nature. 

There are basically three explicit principles of human nature that 
underlie Smith's social theory. "Sympathy," the principle behind TMS, 
is our tendency to try to feel as others would had we been in their 
place. Upon this disposition rests his moral theory as well as the 
process of socialization. We judge people according to whether we 
would have felt or acted the same in their place. We behave accord- 
ing to what we feel will be acceptable to others in exactly the 
same manner. The "principles" behind W/Nare the propensity to barter 
and exchange, which instigates the division of labor, and our desire 
to "better our conditions," which generates the accumulation of 
capital. 

However, all these principles are reflections of a much more general 
principle that represents the social dimension of human behavior: the 
interest we have in others.8 That "sympathy" is the result of such an 
interest is obvious: "How selfish soever man may be supposed, there 
are evidently some principles in his nature, which interest him in the 
fortune of others" (TMS: 9, emphasis added). 

The "propensity to barter and exchange" has often been confused 
with the "self-interest" of the butcher and the brewer. "[E]veryone," 
writes Smith, "has this natural disposition to truck and barter by which 
he provides for himself" (Lectures on Jurisprudence [LJ] 493, empha- 
sis added). But while this means that the natural tendency to truck 
and barter has also served the pursuit of one's own interest, it does 
not mean that it is a manifestation of that interest: "The real founda- 
tion of [the disposition to barter and exchange] is that principle to 
persuade which so much prevails in human nature" (LJ 493, empha- 
sis added). 

To persuade, according to Smith, is to find agreement of opinions 
with the other. If we were totally uninterested in others, surely we 
would not consider their agreement with us as anything of great sig- 
nificance. One could say that such an agreement may be necessary 
to us in our drive to satisfy our wants, and thus we seek agreement 



Social Circumstances and Rationality 1031 

because we need provisions rather than because we are interested in 
the other. However, Smith argues that this was not the case in the 
early stages of society when economic interdependence was much 
reduced. In the stage of hunters, he argues, "if any one has a talent 
for making bows and arrows better than his neighbours he will at 
first make presents of them, and in return get presents of their game" 
(LX 493). This means that, initially, those who had a surplus would 
give it away as presents rather than in order to get something in return. 
Over time, however, they discovered the benefits of directly exchang- 
ing this surplus. 

In a certain way, the desire to persuade can also be interpreted as 
a means of commanding others. "The desire of being believed, the 
desire of persuading," writes Smith, "of leading and directing other 
people, seems to be one of the strongest of all our natural desires" 
(TMS: 336). Indeed, when we give presents we may make the other 
person feel indebted to us and thus gain some command over him 
or her. This, perhaps, is the reason why in early stages, according 
to Smith, gifts were so frequently reciprocated. Equally, when we 
bargain and seek agreement on a price, we are doing our best to 
bring the other person to agree with what we think the price should 
be. Success here can be interpreted as a short-lived satisfaction from 
subjecting the other to our command. 

The "desire to better our conditions" is also a manifestation of 
the interest we have in the others. "[W]hat are the advantages 
which we propose by the great purpose of human life which we call 
bettering our conditions? To be observed, to be attended to, to be 
taken notice of with sympathy, complacency, and approbation, are 
all the advantages which we can propose to derive from it" (TMS: 
50). Put differently, the desire to "better our conditions" is simply a 
desire to be approved of by other people. This apparently is what 
makes individuals naturally social beings. "Nature," writes Smith, 
"when she formed man for society, endowed him with an original 
desire to please and an original aversion to offend his brethren" (TMS: 
116). 

Therefore, one may conclude that all major "principles" in human 
nature that Smith lists contain different expressions of an important 
social dimension in human nature. This social dimension is the 
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general interest that we have in the others or, simply, an awareness 
of the others that we all share. This consciousness, however, must 
not be confused with a benevolent or harmful sentiment. We employ 
"sympathy" because we are interested, or perhaps merely curious, 
about other people's sentiments. We are engaged in persuasion 
because we care whether or not others agree with us, regardless of 
whether we like them. We desire to "better our conditions" because 
we care about our relative social standing or, amounting to the same 
thing, because we care about what it is that others feel toward us, 
again regardless of what we feel toward them. 

But awareness of the "other," or our ability to make sense of their 
presence, very much depends on what Griswold calls our "shared 
experience" (1999: 95). The fact that we know that people are out 
there is not enough for the purpose of acquiring, say, social rank. We 
must also be able to understand how they feel. According to Smith, 
our inclination to feel sympathy with the other diminishes with what 
one may call an increasing "social distance." Although the "interest 
in the other," or the awareness of the other, is a natural capacity in 
all human beings, there seems to be a clear order of care. "Every 
man," writes Smith, "is first and principally recommended to his own 
care.... Every man feels his own pleasures and his own pains more 
sensibly than those of any other person" (TMS. 219). 

After himself comes his family. "He is more habituated to sympa- 
thise with them. He knows better how every thing is likely to affect 
them, and his sympathy with them is more precise and determinate, 
than it can be with the greater part of other people. It approaches 
nearer, in short, to what he feel for himself" (TMS: 219). And so our 
ability to feel "sympathy" with the rest of society diminishes the 
further away they are from our immediate circle and the less directly 
dependent they are on us. The question that arises is whether the 
diminishing ability to sympathize with growing "social distances" also 
implies a diminishing role for the other in our considerations. In other 
words, does the fact that Smith believes that the "social distance" 
between individuals is increasing in commercial societies-due to the 
rule of law taking root-mean that rational behavior is becoming less 
and less "other" oriented? 
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"Interest in the Otbers" and the Pleasure of Harmony 

As was argued earlier, the "interest in the other" under discussion is 
not a characterization of our attitude toward the other. Instead, it is 
a certain awareness of the presence of others, regardless of what we 
feel toward them. However, this awareness is not a mere state of 
consciousness. It serves what Smith thought to be a very important 
feature of human nature: the universal pursuit of the pleasures of 
harmony. 

Smith does not explicitly write about such a principle but it is, in 
my view, very prominent in almost all his discussions about human 
behavior. The essence of this idea is present in Smith's claim to orig- 
inality regarding the use of the concept of utility. He attributes to 
Hume the view according to which the beauty, or utility, of any object 
is derived from the "pleasure or convenience which it is fitted to 
promote" (TMS: 179). However, he adds, that the "happy contrivance 

of any [object] should often be more valued, than the very end for 
which it was intended. . . has not, so far as I know, been yet taken 
notice by any body" (TMS: 179-180). 

The pleasing effects of harmony and symmetry are present in what 
Smith considers to be our direct relations with the physical world. 
"The beauty of the plain, the greatness of a mountain ... the conduct 
of a third person ... [generate] no occasion for sympathy .. . in order 
to produce ... the most perfect harmony of sentiments and affections" 
(TMS: 19). Our search for knowledge, argues Smith, also is driven by 
the need to set our mind at ease. "It is evident," writes Smith in the 
History of Astronomy [HA], "that the mind takes pleasure in observ- 
ing the resemblances that are discovered betwixt different objects" 
(HA: 37). 

But this search for the pleasures of harmony is also present in 
Smith's analysis of human interaction. As far as "sympathy" is con- 
cerned, we are interested in the fortune of others "though we derive 
nothing from it except the pleasure of seeing it" (TMS: 9, emphasis 
added). This pleasure, it must be noted, has nothing to do with the 
actual happiness of the others. "Sympathy," writes Smith, "enlivens 
joy and alleviate grief' (TMlS: 14), which means that there is a pleas- 
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ure in feeling as others would regardless of what it is that they feel 
(and what we feel, through our "sympathy"). Indeed, "whatever may 
be the cause of sympathy, or however it may be excited, nothing 
pleases us more than to observe in other men a fellow-feeling with 
all the emotions of our own breast" (TMS: 13). It must be, therefore, 
that the "pleasure of harmony," independent from the nature of the 
interest we might have in the others, constitutes an important part of 
the experience of "sympathy." 

The same applies to Smith's other major principle. We have noticed 
above that the drive to barter and exchange (upon which rests the 
division of labor) is based on the desire to persuade. That this prin- 
ciple is associated with harmony is evident enough: "If a person 
asserts anything about the moon, though it should not be true, he 
will feel a kind of uneasiness in being contradicted, and would be 
very glad that the person he is endeavouring to persuade should be 
of the same way of thinking with himself" (LJ: 493-494). 

But if it is the pleasure of harmony that we seek in persuasion and 
sympathy, what is the difference between persuasion and sympathy 
and the pleasure we get from "utility"? If "utility" is indeed only one 
of the "principal sources of beauty" (TMS: 179), and if it is "the fitness 
of any system or machine to produce the end for which it was 
intended" (TMS: 179), why does Smith discuss utility in his Theory of 
Moral Sentiments? The answer is given in the title of the part "Of the 
Effect of Utility upon the Sentiments of Approbation." Namely, we 
study utility because it seems to influence people's moral evaluation 
(and subsequently the social order), which should have been, accord- 
ing to Smith, based entirely on the mechanism of sympathy. 

It is the fact that, even in our relationship with the world of objects, 
we derive a pleasure from merely seeing a well-contrived machine 
regardless of the ends for which it had been fitted that make us 
suspect that people may confuse aesthetic with moral approbation. 
The pleasure we derive from a well-contrived machine is indeed an 
aesthetic one, a pleasure of harmony. It therefore puts "utility" in 
direct competition with the pleasure of harmony we associate with 
either sympathy or persuasion. "We are sometimes," writes Smith, 
"eager to promote the happiness of our fellow-creatures from a view 
to perfect and improve a beautiful and orderly system [pleasure of 
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harmony] rather than from any immediate sense or feeling of what 
they either suffer or enjoy [sympathy]" (TMS: 185). 

What we have established so far is that, according to Smith, indi- 
viduals are constantly conscious of the "other" in society. This aware- 
ness is necessary to us as we derive a pleasure from being at one 
with our fellow humans (either emotionally [sympathy] or cognitively 
[persuasion]). At the same time, we derive a similar type of pleasure 
from our relationship with the physical world around us (utility). The 
similarity between these types of pleasures proposes a possible con- 
fusion between them. The question that arises is what, according to 
Smith, might determine the way in which these principles prevail in 
different characters. 

III 

Character, Circumstances, and Choice 

THAT A PERSON'S cHARAcTER-measured in terms of his or her attitude 
toward others9-can influence the prevalence of the various princi- 
ples discussed above is quite obvious. We, as benevolent people, are 
unlikely to confuse the pleasure of harmony that we derive from the 
compatibility of our own sentiments or opinions with those of the 
other with the pleasure of harmony we derive from the beauty of a 
system. The other's actual well-being matters to us. But this is not 
necessarily the case with the "self-interested" individual. The lack of 
an expressed interest in the other suggests that there is no real dif- 
ference between deriving pleasure from the harmony of sentiments 
and deriving a similar pleasure from the beauty of things or systems. 

The pursuit of our own interest in a rational and calculated manner 
is what Smith calls "prudence." However, in Smith's view this is from 
the outset a social endeavor: "The care of the health, of the fortune, 
of the rank and reputation of the individual ... is considered as the 
proper business of that virtue which is commonly called Prudence" 
(TMS: 213). Thus even the "self-interested" person must be conscious 
of others and how they see him or her. 

The care for our rank and reputation is, in Smith's mind, closely 
linked with our desire to better our conditions. This, in turn, is closely 
associated with finding pleasure in the harmony of sentiments (i.e., 
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sympathy). "From whence," he writes, "arises that emulation which 
runs through all the different ranks of men, and what are the advan- 
tages which we propose by that great purpose of human life which 
we call bettering our condition? To be observed, to be attended to, 
to be taken notice of with sympathy, complacency, and approbation" 
(TMS: 50, emphasis added). 

This means that the rational (or, perhaps, moderate) pursuit of our 
own interest requires that our actions and character be approved of 
(through sympathy) by other members of society. Put differently, to 
gain rank and reputation, others must first experience the pleasure 
of finding harmony between their own sentiments and ours. We, in 
turn, find a similar pleasure in this harmony. But how can such a 
command be gained? 

We desire both to be respectable and to be respected. . . To deserve, to 
acquire, and to enjoy the respect and admiration of mankind, are the great 
object of ambition and emulation [i.e., bettering our conditions]. Two dif- 
ferent roads are presented to us, equally leading to the attainment of this 
so much desired object; the one, by the study of wisdom and the prac- 
tice of virtue; the other, by the acquisition of wealth and greatness. Two 
different characters are presented to our emulation; the one, of proud 
ambition and ostentatious avidity; the other, of humble modesty and equi- 
table justice. (TMS: 62) 

Why are there two so different roads leading to the attainment of 
rank and reputation instead of one? If we seek approval and sympa- 
thy (which is the same thing), we must act in a manner that will make 
other people sympathize with us. One would have thought that this 
suggests that the practice of virtue, modesty, and justice is the only 
way to gain social approval. The reason this should have been so is 
that virtue and justice are themselves social constructs. Namely, they 
have been formed in a social process,10 which means that inevitably 
they will be familiar to everybody. Thus, if "shared experience" is a 
prerequisite for our ability to sympathize with others, the familiarity 
of virtue, modesty, and justice should have made them the only way 
of gaining social approbation. 

Although Smith clearly thought that approval through sympathy 
should have been the only way to gain respect and reputation," he 
concedes that this is not the case: 
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Though it is in order to supply the necessities and conveniences of the 
body, that the advantage of external fortune are originally recommended 
to us, yet we cannot live long in the world without perceiving that the 
respect of our equals, our credit and rank in the society we live in, depend 
very much upon the degree in which we possess ... those advantages. 
The desire of becoming the proper objects of this respect, of deserving 
and obtaining this credit and rank among our equals, is, perhaps, the 
strongest of all our desires. (TMS: 213) 

While noting that the social element of the self-interested agenda is 
indeed the strongest of all desires, Smith also observes that it may 
become the derivative of the pursuit of physical wealth. 

But how can wealth accumulation fulfill our social desires, given 
that, as Smith's argues, it is at the "highest degree contemptible and 
trifling" (TMS: 183)? The answer is that nature has created a decep- 
tion so that it will appear more favorable. "We rarely view [wealth]," 
writes Smith, "in this abstract and philosophical light. We naturally 
confound it in our imagination with the order, the regular and har- 
monious movement of the system, the machine or economy by means 
of which it is produced. The pleasures of wealth and greatness, when 
considered in this complex view, strike the imagination as something 
grand and beautiful and noble, of which the attainment is well worth 
all the toil and anxiety which we are so apt to bestow upon it. And 
it is well that nature imposes upon us in this manner. It is this decep- 
tion which rouses and keeps in continual motion the industry of 
mankind" (TMS: 183). 

So the want of wealth not only becomes a substitute for "good 
character" as a means for obtaining social approbation, but also the 
pleasure of harmony we derive from it seems unrelated to what other 
people may or may not feel. We, who have accumulated wealth, are 
deriving the pleasure of harmony from the utility of the system rather 
than from the compatibility of our own emotions (sympathy) or 
thoughts (persuasion) with those of the others. 

Evidently, the ability to enjoy rank and reputation through the accu- 
mulation of wealth requires that others, too, will consider the wealthy 
as an object of emulation. Indeed, for nature's deception to work in 
the sense that people will consider wealth accumulation as a means 
to gain rank and reputation, a connection must be drawn in their 
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minds between those human qualities they would approve of through 
sympathy and the behavior that leads to wealth accumulation. 

Apparently, nature's deception seems to be working fine. People 
do believe that wealth is not a trifle, and they also think that wher- 
ever there is wealth, there must also be virtue. "Magnanimity, gen- 
erosity, and justice command so high a degree of admiration, that we 
desire to see them crowned with wealth, and power, and honours of 
every kind." But, argues Smith, wealth and power are nature's rewards 
to different sorts of human qualities altogether. Wealth and power, 
according to Smith, are "the natural consequences of prudence, 
industry, and application; qualities with which [magnanimity and 
generosity] are not inseparably connected" (TMS: 167). 

From all this we can now establish the following: as humans 
we are all conscious of each other, and we seek to find harmony 
with both the physical world around us as well as with our fellow 
humans. Confusion is unlikely to arise between the two types of 
harmony in a person who cares about others. As self-interested indi- 
viduals, however, our interest in others is limited to expecting them 
to feel sympathy with us. We, on the other hand, are less keen to 
enter their circumstances and to try to feel as they would had we 
been in their place. Instead, we discover that by merely accumulat- 
ing wealth we can at once achieve all our objectives. We gain the 
rank and reputation we desire and we derive pleasure from our 
harmony with society in the same manner as we derive pleasure from 
harmony in the physical world. However, when we choose to accu- 
mulate wealth and derive the pleasure of harmony through its decep- 
tive power, we are able to neglect our conduct and allow our lack 
of interest in others to show: "It is scarce agreeable to good morals, 
or even to good language, perhaps, to say that mere wealth and 
greatness abstracted from merit and virtue, deserve our respect. We 
must acknowledge, however, that they almost constantly obtain it" 
(TMS: 62). Consequently, "[tWhose exalted stations may, no doubt, be 
completely degraded by vice and folly. But the vice and folly 
must be very great, before they can operate this ... degradation" 
(TMS: 62). 

So it is only the self-interested character that may treat harmony in 
the physical world in the same way as he or she would treat harmony 
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among people. Consequently, he or she is the only type of charac- 
ter who may face the option of seeking to better his or her condition 
either through good character or through wealth accumulation. But 
do all self-interested rational actors face the same option, or choice? 

The answer is no. Recall that the universal desire for the pleasure 
of harmony has three manifestations: persuasion (barter and 
exchange), sympathy (the imaginary change of places), and utility 
(the aesthetics of things). The difficulties of deriving the pleasure of 
harmony through these media vary considerably. There can be little 
doubt that sympathy is perhaps the most demanding means for 
obtaining a sense of harmony. To be able to find harmony through 
"sympathy" beyond our immediate circle requires some degree of 
understanding. The effort to bring oneself into the position of an 
"impartial spectator" is quite considerable. We must be able not only 
to understand the other's circumstances but also to have an insight 
into his or her motivation. But the difficulty of employing sympathy 
as a means of deriving pleasure of harmony is not so great when we 
consider our immediate circle. 

Persuasion is somewhat an easier means for deriving the pleasures 
of harmony. By saying that persuasion is easy, I mean to say that 
exchanges of gifts are always an obvious and straightforward manner 
by which we may gain an agreement with another. There are, of 
course, far more complex situations in which persuasion would 
clearly become more difficult, but at its essence it does not seem to 
require either considerable skills, knowledge, or wealth. 

On the face of it, utility is perhaps the easiest of all three means 
for deriving the pleasure of harmony. It does not depend on the other 
and as such is available to every individual in all situations. However, 
as utility is associated with some notions of aesthetics, it may require 
some knowledge of the world. While the aesthetics of the physical 
world may be readily available to everyone, the aesthetics of systems 
(and in particular social systems such as the one that generates 
wealth) requires a considerable degree of understanding.2 

The wealthy (and probably educated) self-interested individual will 
have sufficient understanding of the social system to realize that 
wealth accumulation will provide him with the rank and reputation 
(the bettering of his condition) he seeks and will also generate the 
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sense of social harmony he desires. A poor (and probably unedu- 
cated) self-interested individual is in a very different position. 

On the one hand, he is barely in the position to derive any pleas- 
ure of harmony by feeling sympathy with his fellow humans. "Before 
we can feel much for others," writes Smith, "we must in some measure 
be at ease ourselves. If our own misery pinches us very severely, we 
have no leisure to attend to that of our neighbour: and all savages 
are too much occupied with their own wants and necessities, to give 
much attention to those of another person" (TMS: 205). 

At the same time, he has not yet accumulated sufficient wealth to 
learn from experience that mere wealth accumulation may generate 
rank and reputation as well as a sense of harmony. His lack of knowl- 
edge suggests that he will also be unable to understand the working 
of the social system to derive the pleasure from its beauty (utility). 
Therefore, the poor are unlikely to rationally choose to save and 
accumulate as a means to satisfy their basic desire for harmony. 

We can learn much about the predicament of the poor from Smith's 
description of the behavior of savages. He argues that a person whose 
life's necessities are in short supply and who lives under threat of 
constant danger would be uninterested in others. However, this does 
not mean that he is not in need of any form of pleasure from 
harmony. Instead of deriving it through an elaborate process of "sym- 
pathy," he derives it from conforming to customs. "Every age and 
country look upon the degree of each quality .., according as their 
different circumstances render different qualities more or less habit- 
ual to them" (TMS: 204). 

Thus, the universality of the search for harmony suggests that the 
poor self-interested individual will still seek harmony even when he 
is not in a position to either feel sympathy (as he has not yet catered 
for his basic needs) or understand the utility of wealth. When the 
poor are isolated, then, like the savages, they may find harmony in 
conforming to some custom (such as drinking and rioting).13 But 
when they are not isolated, as is the case in commercial societies, 
how will the poor seek the pleasures of harmony? The answer is: 
Through the easier and most obvious means for deriving such 
pleasures-they may find harmony through sympathy with those who 
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are in their immediate circle. Given their lack of education and hence 
their inability to derive pleasure from well-contrived systems, they 
may seek this pleasure through their good character. Consequently, 
when two self-interested individuals desire the pleasures of harmony, 
the one below subsistence and without education will seek it through 
others' sympathy with his good character, while the other will be able 
to choose between good character and simple wealth accumulation. 
Indeed, Smith was very much aware of such a dual system: 

In every civilised society, in every society where the distinction of ranks 
has been completely established, there have been always two different 
schemes or system of morality current at the same time; of which the one 
may be called the strict or austere; the other the liberal, or, if you will, 
the loose system. The former is generally admired and revered by the 
common people; the latter ... by ... people of fashion" (W/NV 794). 

But while Smith is clearly of the view that good character is the way 
to both seek rank and reputation as well as derive a genuine pleas- 
ure of harmony, the poor may find this strategy very limited. "A man 
of low condition," writes Smith, "is far from being a distinguished 
member of any great society. While he remains in the country village 
his conduct may be attended to, and he may be obliged to attend to 
it himself. In this situation ... he will have a character to lose. But as 
soon as he comes into a great city, he is sunk in obscurity and dark- 
ness" (WN 795). Put differently, being unnoticed means that good 
behavior will not increase the circle of people who approve of our 
conduct. As the only people who are likely to notice us and with 
whom we are likely to feel any sympathy whatsoever are our close 
family, increasing this circle could be the only means of satisfying the 
desire for harmony. 

In the beginning of WN Smith states that "a workman, even of the 
lowest and poorer order, if he is frugal and industrious, may enjoy a 
greater share of the necessities and conveniences of life" (WM 10). 
Then he argues that "[i]f the demand [for labor] is increasing, the 
reward of labor must necessarily encourage . .. marriage and multi- 
plication of laborers" (WN 98). Does this mean that "propagation" is 
a form of frugal behavior that can count as an equivalent to the fru- 
gality of the person who through savings increases his wealth? 
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There are some references to suggest that propagation is a means 
of wealth accumulation. "The liberal reward of labor," writes Smith, 
"encourages marriage. The children during the tender years of 
infancy, are well fed and properly taken care of, and when they are 
grown-up, the value of their labor greatly over-pays their mainte- 
nance' (VN: 565, emphasis added). In such a case, there is basically 
no difference between the poor and the wealthy. Both, equally self- 
interested, seek the pleasure of harmony in exactly the same way: 
through the "utility" of wealth. 

However, such a view of children as wealth equivalents is not 
evident. Smith describes at great length how natural and strong is 
one's "sympathy" with one's own family. Within the family, Smith 
goes on to say, there are no stronger bonds than those between 
parents and children. In the Lectures on Jurisprudence, Smith argues 
that the authority of fathers over children arise from the fact that 
they love their children and go beyond the law to maintain them (LJ 
172-175). Adding to this the evidence collected by Pollock (1983) 
with regard to attitudes toward children, there is little evidence for 
the treatment of children as assets. The fact that parents did send chil- 
dren to work at early ages (see, for instance, LJU 540) is more a reflec- 
tion of parents' difficulty of maintaining their children rather than the 
use of them as assets. 

But there is clearer evidence that poor people were not engaged 
in seeking pleasure of harmony through capital accumulation. When- 
ever the income rises above subsistence "not only the great landlord 
or the rich merchant, but even the common workmen, ... may main- 
tain menial servant" (IVN 333). While it is quite possible for the rich 
merchant to increase his demand for both productive and unpro- 
ductive labor (and thus balance his passions for present enjoyment 
with his desire to better his condition), it seems less likely to be the 
case for the common people. For them, the demand for unproduc- 
tive labor must be an alternative to savings. Similarly, Smith notes 
that when some people can earn their subsistence in half a week, 
they will not work the other half (LJ 540). Both of these are types 
of behavior that do not support the view that poor workers, like any 
other self-interested individual, will pursue the pleasures of harmony 
through wealth accumulation. 
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IV 

Implications and Conclusions 

WE ARE NOW FACED WITH THE FOLLOWING SITUATION: two types of self- 

interested rational agents, driven by a universal desire for the pleas- 
ures of harmony,14 seek to better their condition. For the one who 
has been able to understand the utility of wealth accumulation, there 
is a choice: he may either adopt a good character or substitute it with 
mere wealth accumulation. The other one, still struggling to fulfill his 
most basic needs and not yet aware of the utility of wealth accumu- 
lation, has no real choice. The only available means to acquire some 
sense of harmony is through the sympathy he may get from his 
extended family, whose circumstances and motives he is able to 
understand well. 

There is no question about the motivation of either type. Both are 
equally self-interested. Yet can we really claim that they are equally 
sovereign? There are two reasons to believe that this is not really the 
case. First, the wealthier individual is already aware of nature's decep- 
tion, which provides him with rank and reputation regardless of how 
he acts. As he understands the system well, he is also able to derive 
a pleasure of harmony that is, in fact, unrelated to what others really 
think or feel. The poor person, on the other hand, has not yet accu- 
mulated sufficient wealth to learn (even from experience) about its 
proposed benefits, let alone to understand nature's deception or 
appreciate the beauty of the system. At a purely cognitive level, the 
two types of individuals differ immensely. 

Second, there is the question of opportunity. The wealthy individ- 
ual is allowed to choose between "the study of wisdom and the prac- 
tice of virtue" through "humble modesty and equitable justice" or "the 
acquisition of wealth and greatness" through "proud ambition and 
ostentatious avidity." The poor person has no such choice. Being 
unnoticed means that good character will gain him nothing beyond 
his immediate circle, and being ignorant means that he will not be 
in a position to exploit the benefits of wealth accumulation. The only 
thing left for him to do is to enlarge the immediate circle so that there 
will be some social resonance to his good character. 

Therefore, although the two types of individuals are equally 
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self-interested, they are not equal in terms of their understanding of 
the social setup or in the availability of choice as far as patterns of 
behavior are concerned. So when two such individuals interact, the 
one who has the choice as well as the understanding should bear a 
greater responsibility for the outcome of their interaction, even though 
their motivation is the same. 

Moreover, when two such individuals interact, it is not clear that 
both of them will benefit from such an activity. The presumption that 
all agents are equally self-interested means that when they strike a 
deal both of them will benefit from it, as each one of them is suffi- 
ciently sovereign to withdraw if he feels that the deal will make him 
worse off. But here we have two self-interested individuals who are 
not equally sovereign. The fact that the poor propagate will, in the 
end, push down their wages unless the increase in the wage fund is 
proportionally higher than the increase in the workforce. The deci- 
sion about the wage fund (and, in particular, about the demand for 
productive labor) is a matter for the wealthy. He faces choices that 
will determine the magnitude of the demand for productive labor and, 
subsequently, the growth of the economy. The poor, on the other 
hand, have no choice but to propagate. Therefore, the responsibility 
for the state of the economy and the predicament of the poor cannot 
be equally shared by the rich and the poor. The fact that, both from 
a cognitive point of view as well as in terms of the question of oppor- 
tunities, the rich are in a better position than the poor suggests that 
the responsibility of the former is much greater than that of the latter. 

In terms of broader economic implications, it is quite evident that 
had the poor been allowed to live above their level of need so that 
their consciousness of the others became more acute, they would 
have been able to learn about the consequences of wealth accumu- 
lation. As a result, they too would divert income above subsistence 
toward capital accumulation and, subsequently, greater rate of 
growth. 

Notes 

1. See, for instance, Simon (1986) on the distinction between substan- 
tive and procedural rationality. For a survey discussion of bounded rational- 
ity, see Conlisk (1996). 
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2. Zamagni (1996) has now collated a good collection of such articles 
from the point of view of altruism. There are, of course, other dimensions to 
this criticism, from the ethical (see, for instance, Hausman and McPherson 
1993) to the psychological (see Kahnman and Tversky 1986). 

3. This is not a statement about the relative size of the poor's house- 
hold. It is a statement comparing the sober (rational?) poor with other poor 
households. Interestingly enough, in the "One Hundred English Communi- 
ties, 1574-1821" data set, it emerges that the mean number of children across 
classes was not very different (gentlemen had an average of 2.94, tradesmen 
and craftsmen 2.9, while laborers had an average of 2.7 children; see Laslett 
1972: 154). It is not very clear from the data whether these are surviving chil- 
dren (above age 5) or any child. Smith himself argues that for the poor to 
raise the same number of children as the rich they must give birth to many 
more children. Indeed, if survival rates are lower for the poor and they end 
up having almost as many children as the rich, they must provide for a greater 
number of infants. 

4. Note that the issue here is not whether or not the poor make a con- 
scious decision to propagate or whether this simply results from when their 
income increases, more children will survive. The fact remains that Smith 
clearly suggests that when income rises above subsistence, the number of 
children will increase (IV 98). This means that funds that could have been 
used for accumulation are now used to support children. How exactly the 
poor can accumulate is a interesting separate question. For our purpose it 
will be sufficient to note Smith's direct reference to this issue (say, for 
instance, by buying durable goods) in W7V 348-349. 

5. After the end of the submission process, a paper by Montes (2003) 
appeared in JHET In it, Montes makes the case for "sympathy" to be seen 
as more than just a mechanism for the formation of moral opinion, and also 
as a motive to action. While I do not share his view that "sympathy" can be 
seen as a motive per se, I do agree with him that "sympathy" is an impor- 
tant element in the motivation of human behavior. Indeed, in this paper I 
show how "sympathy" plays a role in the application of the "rational pursuit" 
to "better our conditions." 

6. We approve of someone when we feel that we would have felt and 
done the same had we been in his or her place ("sympathy"). We also 
approve of things when we derive pleasure from observing how well con- 
trived they are. The relationship between the two principles has been devel- 
oped in Witztum (1998) and will be further discussed below. 

7. For instance, we derive pleasure from wealth because "[w]e confound 
it in our imagination with the order, the regular and harmonious movement 
of the system, the machine or economy by means of which it is produced" 
(TMS: 183). 

8. Note that by the interest in the other, I do not mean benevolence. I 
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merely follow Smith, who suggests that others matter to us whatever our dis- 
position toward them. I have further explored this point in Witztum (1998). 

9. Smith analyzes human character from two different angles; first, in our 
pursuit of our own happiness and second, in our interest in other people's 
happiness (see TMS: 212). It is quite reasonable to suppose that the self- 
interested character would be the one who is only interested in his own 
happiness. 

10. See an example for such a process in Witztum (1997), where the devel- 
opment of notions of distributive justice is discussed. 

11. "Our rank and credit among our equals," writes Smith, "[also] depend 
very much upon, what, perhaps, a virtuous man would wish them to depend 
entirely, our character and conduct" (YMS: 213, emphasis added). 

12. Smith thought that some knowledge is necessary even for the most 
intuitive aesthetics of the physical world: "And hence it is that a certain prac- 
tice and experience in contemplating each species of objects is requisite, 
before we can judge of its beauty" (TMS: 199). 

13. See LJ: 540. There, Smith argues that workers will behave like this 
because of their lack of education. At the same time, there is an element of 
custom in it, which could be connected to Smith's analysis of the effects of 
custom. 

14. Griswold writes: "the longing for beauty and harmony, it turns out, 
pervades all aspects of human life, from wealth getting to the pleasure of 
ethical consensus to the tranquility we seek in creating powerful explanatory 
systems" (1999: 358). 
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