Examine the Impact of Adam Smith on Society

It would once have been heresy to suggest that the wealth of a nation could be advanced
through alleviating poverty, curbing government interference and allowing trade and
competition to flourish. Adam Smith challenged this and, in so doing, revolutionised
economic and social structures. However, any discussion of his impact must also consider
the unintended consequences that grew out of a selective reading of his ideas. The “father
of economics” (Crowley, 2010), though widely admired, was not always invoked faithfully.

Smith showed us that where protectionist policies erect walls, trade seeks to build bridges.
The 18™ century mercantilist view that prevailed in Smith’s day held that the wealth of a
nation depended on the amount of gold and silver in the sovereign’s coffers (Heckscher,
2013). Smith refuted this. His idea that unfettered trade would lead to mutual gain for all
nations (Smith, 1776) roundly defeated the mercantilist apparatus of guilds and
counterproductive protectionist policies. Smith was the first to realise that economics
should not only be concerned with the production of wealth but the distribution of it too. In
large part because of his ideas, England overturned the Corn Laws and went on to become
the dominant economic power in Europe during the Industrial Revolution.

If society can be distinguished by “what its citizens take for granted,” (Collins, 2019), then
Smith’s invisible fingerprints are everywhere. One of the most profound changes brought
about by Smithian ideas was the establishment of the middle class. By the early 1970s, some
70% of people in England and Wales were found to be in a different social class to the one in
which they were born (Goldthorpe, 2016). This is especially significant considering that
while Smith was alive conventional thinking taught that the poor should be kept in poverty
(Fleischhacker, 1897). Smith’s theories on the specialisation of labour, the benefits of free
trade and arguments for the rights and virtues of the poor lead to both freer markets and
individuals. It was these forces, rather than the edicts of kings, that would maintain social
order.

If impact could be measured by volume of citations, Adam Smith must surely be counted as
the most impactful economist of any time (Norman, 2018). Today his reputation mostly
centers around his explanation of how rational self-interest in a free-market economy leads
to economic well-being. However, in many ways, Smith’s iconic “invisible hand”
overshadowed many of the arguments from his lesser read earlier book, The Theory of
Moral Sentiments. Though he celebrated self-interest as a spur to economic progress, he did
not advocate an unbridled market and thought that the rich often behaved deplorably with
“proud ambition and ostentatious avidity.” (Rasmussen, 2016). It might be argued that the
excesses that led to the financial crisis of 2008, the rise of populist leaders and the near
monopoly powers of today’s tech giants, rose out of a misapplication of Smith’s ideas.

It is ironic that the philosopher and economist most often spoken of as a champion of
individualism left his biggest mark on the collective we call society. The world, largely
reconstructed along Smithian lines, is much freer and more prosperous than anyone
imagined in 1776 (also the year American revolutionaries, inspired by Smith’s philosophical
milieu, declared independence). Since then, no one has more thoroughly and convincingly
promoted the morality of individualism than the professor from Kirkcaldy.



Bibliography

Crowley, George & Sobel, Russel 'Adam Smith: managerial insights from the father
of economics' Faculty.citadel.edu Available

at: http://faculty.citadel.edu/sobel/Entrepreneurship%20Class%20Readings/3.%20Cr
owley%20and%20Sobel%20-%20Adam%20Smith.pdf

Heckscher, Eli F 1994 Mercantilism London [u.a.]: Routledge

Law, Chris 2020 '40 Years with the Dismal Science: Reflections on a Lifetime of
Teaching Economics'

McLean, lain & Peterson, Scot 2010 Law.loyno.edu Available
at: https://law.loyno.edu/sites/law.loyno.edu/files/McLean-Peterson-FI-PSL.pdf

Rasmussen, Dennis 2016 'The Problem with Inequality, According to Adam
Smith' The Atlantic Available

at: https://www.theatlantic.com/business/archive/2016/06/the-problem-with-
inequality-according-to-adam-smith/486071/

Smith, Adam 1759 The theory of moral sentiments London: Printed for A. Strahan
Smith, Adam 1776 The wealth of nations
Collins, Harry 2019 'The politics and policy of the Third Wave: new technologies and

society' Taylor & Francis Available
at: https://www.tandfonline.com/doi/abs/10.1080/19460171.2010.490642

Crowley, George & Sobel, Russel 'Adam Smith: managerial insights from the father
of economics' Faculty.citadel.edu Available

at: http://faculty.citadel.edu/sobel/Entrepreneurship%20Class%20Readings/3.%20Cr
owley%20and%20Sobel%20-%20Adam%20Smith.pdf

Goldthorpe, John 2016 'Social class mobility in modern Britain: changing structure,
constant process' Thebritishacademy.ac.uk Available
at: https://www.thebritishacademy.ac.uk/documents/1060/05_Goldthorpe 1825.pdf

Fleischacker, Samuel 1897 Philosophy in Moral Practice: Kant and Adam Smith De
Gruyter

Norman, Jesse 2018 Adam Smith


http://faculty.citadel.edu/sobel/Entrepreneurship%20Class%20Readings/3.%20Crowley%20and%20Sobel%20-%20Adam%20Smith.pdf
http://faculty.citadel.edu/sobel/Entrepreneurship%20Class%20Readings/3.%20Crowley%20and%20Sobel%20-%20Adam%20Smith.pdf
https://law.loyno.edu/sites/law.loyno.edu/files/McLean-Peterson-FI-PSL.pdf
https://www.theatlantic.com/business/archive/2016/06/the-problem-with-inequality-according-to-adam-smith/486071/
https://www.theatlantic.com/business/archive/2016/06/the-problem-with-inequality-according-to-adam-smith/486071/
https://www.tandfonline.com/doi/abs/10.1080/19460171.2010.490642
http://faculty.citadel.edu/sobel/Entrepreneurship%20Class%20Readings/3.%20Crowley%20and%20Sobel%20-%20Adam%20Smith.pdf
http://faculty.citadel.edu/sobel/Entrepreneurship%20Class%20Readings/3.%20Crowley%20and%20Sobel%20-%20Adam%20Smith.pdf
https://www.thebritishacademy.ac.uk/documents/1060/05_Goldthorpe_1825.pdf




