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ABSTRACT

This paper shows how Adam Smith’s concept of moralivation applies to business ethics
and ethical consumption. Moral motivation for Smighembedded in his moral psychology
and his theory of virtue, particularly in termssafcialization and our social interactions and
in his view that people always seek approval feirtbonduct, either though actual or ideal
spectators. It follows that right conduct dependstloe spectator's awareness of one’s
conduct. Thus concerning business ethics, transparand accountability are essential, as
opposed to anonymity which is detrimental. ApplyiSgith’s theory of motivation to
consumption entails two further points: One, infatibon concerning business conduct
without consumers seeking it and acting accordingli only have a limited effect. Two,
people’s concern for the propriety of their act@an and should include consumption, such
that purchasing behavior becomes a moral issuerrithn a mere economic one.
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RESUME

Cet article montre comment la conception de la vatibn morale chez Adam Smith
s'applique a l'éthique des affaires et a la consatiom éthique. La motivation morale est
intégrée chez Smith dans sa psychologie morala &téorie de la vertu, en particulier en
termes de socialisation et d'interactions social¥ss.son point de vue, les gens cherchent
toujours l'approbation de leur conduite. Il s'ehguie la bonne conduite dépend de la
conscience du spectateur de sa propre conduitesi,fén ce qui concerne I'éthique des
affaires, la transparence et la responsabilité essentielles, par opposition a I'anonymat qui
est préjudiciable. L'application de la théorie de rhotivation morale de Smith a la
consommation entraine deux autres points: premanmgrtinformation relative a la conduite
des affaires, si les consommateurs ne cherchend abtenir et agissent en conséquence
n'‘aura qu'un effet limité. Deuxiémement, la prépation des gens pour le bien-fondé de
leur action peut et doit inclure la consommations, sbrte que le comportement d'achat
devient une question morale plutdt qu'une simpkstian économique.
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Adam Smith

INTRODUCTION

As the author offhe Wealth of Nations (1776), Adam Smith (1723-1790) is viewed as the
father of the theory of modern capitalism. In lighftits world-historical impact and the
manifold benefits and problems created through freeket capitalism, the literature on
Smith is naturally vast and extensive. Much of tlitisrature is devoted to differentiating
Smith’s own intentions from later interpretations,more accurately later distortions of his
theory. The classical “Das Adam Smith Problem” comds any reading of Smith in these
regards. "Das Adam Smith Problem" states Tt Wealth of Nations, which is based on
self-interest, seems inconsistent with Smith'siexafhe Theory of Moral Sentiments (1759),
which is based on sympathyn fact, a more accurate interpretation of Smittachieved
through readingrhe Theory of Moral Sentiments together withThe Wealth of Nations to
show that self-interest is only one of many aspetisotivation for behavior and does not
constitute the sole basis for econonficBhe present paper serves as contribution to the
literature on Smithian ethics and economics by $ouy on the social context for the
development of morality and the motivation to fellit and on their relevance to business
ethics. This paper concludes by suggesting thathsmi principles can illuminate and be
extended to the issue of ethical consumption today.

MORAL MOTIVATION IN_SMITH

Smith’s concept of moral motivation in TMS is comyl This complexity arises from the
fact that Smith develops several themes that playeain moral motivation. These variously
include sympathy, the impartial spectator, dutynegal rules, and what has received a
significant amount of scholarly attention recentlitis theory of virtue. A correct account of
Smith’s view concerning moral motivation cannotdareed not be reduced to any one of
these aspects. Rather, Smith offers an overarciéngof moral motivation embedded in his
moral psychology, and Smith sees moral psycholagyiin as a product of our sociability.
Indeed, Matthew Watson notes that in order to wtdad Smith’s moral psychology, one
needs to begin with an analysis of the interndbpabf moral dispositions because “an
action cannot be condensed merely into the monfetg execution.? And so, Smith offers
an analysis of the formation and functioning of owral capacities in terms of socialization
and our social interactions. Smith’'s concept ofahmotivation begins with his claim that
because we can subsist only in society, we argaigtsocial beings. In order to survive we
need each other’s assistance, and our socialslgynbedded in the fact that we are bounded
by sentiments, that is, by love and affection we drawn to the common good. The
assumption here is that nature made us this way,Sanith says that man “was fitted by

! For an overview of the “Das Adam Smith ProblemgesMontes, L. (2003). For further
interpretations of the relations betweBre Wealth of Nations (abbreviated as WN) arithe Theory of
Moral Sentiments (abbreviated as TMS) see Sen, A. (2009); Rothdgchl (2001); Griswold, C. L.
(1999); Fleischacker, S. (2004).

% See: Brown, K. (2008). ‘Part I, in Brown, K. addMcClellan 11I, p. 1-58.

% Watson, M. (2007), p. 266.

Ethique et économique/Ethics and Economics, 10(1), 2013 85
http://ethique-economique.net/



Adam Smith

nature to that situation for which he was matiefMsS 85 11.ii.3.1.) It follows that we have a
natural love for society and its flourishing, anddsslike or “abhorrence” for what is
counterproductive to our collective survival andliweeing. Smith argues that order is
achieved through morality while immorality leadstte destruction of society. Morality,
then, is not only natural but is also in our bestiiest. (TMS 88 11.3.6-7.)

From this assumption that we are naturally soa#ahds it follows that morality is learned in
a social context. If a person grew up isolated Haitt any communication with his own
species,” he would have no ideas concerning hisactex, propriety, beauty, or deformity
because he has no mirror to reflect his conduddST10 111.i.3.) Once brought into society,
a mirror is provided. Smith uses an aesthetic @yalo argue that the same applies to our
moral ideas: “Our first ideas of personal beauty deformity, are drawn from the shape and
appearance of others, not from our own.” (TMS 1111.4). We learn about right and wrong
through other people’s reactions to our conduct.sé&ourselves in the light in which other
people see us. (In effect, this reasoning is howtt8snconcept of the impartial spectator is
born. We judge ourselves through considering hovingrartial spectator would feel about
our conduct.) Jack Russell Weinstein claims that’sonmorality is socially constructed
through what he terms as a “relational selSimilarly for Smith, standards of behavior and
morality are provided by society, never in a vacuum

From his account of the way morality is learnedairsocial context, Smith goes on to
consider how morality is enforced. In other wortthe question arises: After we learn about
right and wrong, why should we care to act accajlgih The answer for Smith is also to be
found within the scope of our social nature. Snaitues that we care about what others
think of us. We have a desire for praise and ansaveto blame from others: “...we become
anxious to know how far we deserve their censurapptause.” (TMS 112 1Il.1.5.) For this
reason we examine our actions in light of how thppear to others. As part of our social
nature, therefore, Smith claims that “Nature, whlea formed men for society, endowed him
with an original desire to please, and an origimadrsion to offend his brethren.” (TMS 116
[11.2.6.) But this desire for praise alone, Smitkpkins, would not make man “fit for that
society for which he was made” because such apfioobeould only motivate people to
appearfit. In order to be “really fit,” Smith claimsniaddition to the desire for approval,
nature also gave us a desire to emulate “what oioghé approved of.” It is the desire for
merited approval that is “necessary in order taleerhim anxious to be really fit.” (TMS
117 111.2.7.)

At this point Smith arrives at an important parfTog Theory of Moral Sentiments which he

added to the sixth edition (1790) — his theory iofue. This need for praiseworthiness leads
one to develop a moral character, to develop \stt@enith is careful to distinguish between
virtue and propriety; propriety incurs approval,praise, but virtue commands admiration,
or praiseworthiness. (TMS 25 1.i.5.7; 117 111.2.J-8he need for praiseworthiness in TMS is
expressed as a strong psychological need becaissteitl to our well being and happiness.
“What so great happiness as to be beloved, andhda khat we deserve to be beloved?”
(TMS 113 Illi.7.) Likewise, we dread being hateelchuse it leads to misery. In the end

4 Smith, A. (1976).
® Weinstein, J. R. (2006), p. 82.
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Smith thinks that “humanity does not wish to beagjréut to be beloved.” (TMS 166 111.5.8.)
Ultimately, it is the moral character that incuephiness. The character of men “...may be
fitted to promote or to disturb the happiness hajtthe individual and of the society.” (TMS
187 1V.2.1.) Virtuous actions incur praise and a@win, and Smith claims that we love
virtue as well. Consequently, we develop an awa®né how others view our conduct. It is
necessary that others will view our conduct posifivo be worthy of praise and of being
happy. Moral motivation is embedded in this corstigin of ideas.

Elias Khalil points out that not all moral motivaii in Smith can be analyzed in terms of
public approval. Khalil claims that there are twpds of moral judgment, one concerning
“action-virtues,” such as prudence, justice andefieance, which are motivated by their
beneficial effects. The other, “inaction-virtue'tlndes only self-command, and is motivated
by the potential approval of othér&halil wants to argue that when one acts out effitst

set of virtues (“action virtues”), people’s apprbpéays only a secondary role. A decision to
donate money, for instance, Khalil notes, is takexinly for its effect on people’s welfare.
Yet, Smith goes further and argues that virtueastlivhaving for its own sake. Even when it
comes to self-command (and | have to disagree Mitalil's interpretation on this point),
Smith claims that self-command enables control agsppns that interfere with prudence,
justice and beneficence and has “a beauty of its’ sagardless of the consequences. Thus,
self command “seems to deserve for its own sakeerdain degree of esteem and
admiration.” (TMS 238 VL.iii.4.) Nevertheless, Kila distinction between these two sets of
motives is well taken, although a third needs tcatlded here, such that in TMS we find
three sets of motives: approval by others, beraf@insequences of our actions, and being
virtuous for its own sake. The question we now havask is which set of motives applies to
our thinking about business practices and the atinmfithe economy?

MORAL MOTIVATION IN_BUSINESSETHICS

To approach an answer to the above question, anisthegertinent here and that is why,
according to Smith, do people seek wealth in tre filace? Charles Griswold argues that
the motivation for seeking wealth is rooted in thet that people sympathize with joy more
than they do with sorrow. Since wealth is assodiatith joy, people would like to have it
and “parade” it, as the resulting attention and isahion provide the sought after praise and
approval. But Griswold views Smith as being critiofthe pursuit and display of wealth.
Not only does Griswold state that in pursuing weale “are here in the grip of vanity,” he
goes further to claim that searching for approvabough seeking wealth amounts to
mistaking wealth for happiness which actually liestranquility. © For Griswold, Smith
views the pursuit of wealth as a deceptive goal,dwen more such a pursuit has adverse
effects in that it takes us further from the aimtiEnquility and happiness. Instead of

® Khalil, E. L. (1990), p. 238. Khalis takes a campsentialist point of view concerning Smith and
moral motivation. For a deontological interpretatiof Smith, especially of the virtue of self
command, see Montes, L. (2004).
" Griswold, C. L., Jr. (1999), p.127.
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happiness following wealth, one ends up ceaselegstiting and incurring anxiety instead
of tranquility®

Taking a slightly different tack, Samuel Fleischexckbjects to Griswold’s interpretation of
Smith on wealth. First, Fleischacker points to &tmitgreat concern with poverty, which
wealth could alleviaté.Then, Fleischacker claims that were Smith ascelitof wealth as
Griswold sees him, there would have been a gapeegtfhe Theory of Moral Sentiments
and The Wealth of Nations and Smith would have been critical of commercidisty in
WN, which he is not. More specifically, Fleischackeakes a distinction between wealth
pursued for vanity and wealth sought for betteong’s condition, and he argues that Smith
cautions against accumulating excess, but not $maith is against wealth per Seln
addition, Fleischacker notes that for Smith takiage of one’s needs is not only morally
permissible but also morally required. Fleischackencludes that virtuous people seek
wealth for legitimate reasons, and that “a worldrely filed with decent and modest people
could still have a thriving economy™ But Fleischacker does not omit approbation
altogether as motive for action, including seekiwgalth, even though he thinks that
according to Smith, being worthy of approbationmiere important than receiving actual
approbation, and so he also claims that in Smitlee “actual approbation can guide us in
determining whether we are really worthy or nft.”

When we look closely at the TMS, we see that Smittkes two different claims. On the one
hand, he declares that wise and virtuous persdif@nfahe first standard, acting out of
“exact propriety and perfection” (TMS 247 VLl.ii.p5and Smith here refers to one’s
character and being virtuous for its own sake. l@@nather hand, Smith also asserts that most
people choose money over wisdom and virtue. (TM3.i83.2.) In confronting these two
different points of view, we see that Smith ceffainas a conception of virtuous business
people pursuing wealth for legitimate reasons tinagally good way, as Fleischacker claims,
but also that Smith thinks that most people areedriby vanity, as Griswold claims. Given
that Smith is critical of wealth in Part 1l of TM&s we will see further, it is not plausible to
argue that Smith thinks that the business worldulk of virtuous people acting out of
prudence, justice, and beneficence. It would beenfair to say that, while Smith places
emphasis on virtue and its intrinsic value, he waudt think that most people fall under the
category of seeking virtue for its own sake. Ongeldalaim that Smith would agree that
there are plenty of people in the business world wieed stronger motivations than
beneficial results or following virtue, or at least additional one. This paper proceeds with
the assumption that motivation for good businessluot therefore falls under the second
principle, which is other people’s approval.

In Part Il of the TMS Smith asks: Why do peoplemivenoney? Why the “toil and bustle of
this world?” Is it for the necessities in life? $mieplies in the negative, claiming that “the
wages of the meanest laborer can supply them.” (Bd3.iii.2.1.) He also asks why do
people dread being reduced to poverty and the basiessities? He replies through a

8 Ibid, p.222-4.

° Fleischacker, S. (2004), p.104.
9 |bid, p.106-7.

" |bid, p.118.

12 |bid, p.119.
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rhetorical question: “Do you imagine that theirdthich] stomach is better, or their sleep
sounder in a palace than in a cottage?” (TMS 5®I1.) His reply to both his questions is
that people want to be noticed, “To be observethetattended to, to be taken notice of with
sympathy.” (TMS 50 L.iii.2.1.) The desire to be @bject of attention and approbation Smith
calls vanity, which causes the rich person to glarhis or her riches and naturally be the
object of attention while the poor is ashamed aidedh In other words, wealth in a desert
island, since others cannot appreciate it, will dotanyone any good. This attention to
wealth leads Smith to claim that the rich man’somst are always noticed: “The man of rank
and distinction...is observed by the whole world...Histions are the objects of public
care.” (TMS 51 L.iii.2.1.) As a result, Smith argu@eople are always conscious that they are
being observed.

Wealth motivates one to engage in industry andit@esed in business. But what motivates
one to be honest in business? Smith poses thisiguesnd answers it as follows:

What is the reward most proper for encouraging strgu prudence, and
circumspection? Success in every sort of busineéadéat reward is most proper
for promoting the practice of truth, justice andvtanity? The confidence, the
esteem, and love of those we live with. (TMS 166518.)

The motivation for honesty in business, then, isSmith approval, esteem, and respect.
More specifically, in order to obtain the necessitin life we need the respect of others
which leads to a desire for “rank and credit.” $miiews this desire as the strongest
psychological need because it underlies our altditybtain wealth.

The desire of becoming the proper object of thispeet, of deserving and
obtaining this credit and rank among our equalgeidhaps, the strongest of all
our desires, and our anxiety to obtain the advantsfgfortune is accordingly
much more excited and irritated by this desirenthg that of supplying all the
necessities and ‘conveniences’ of the body, which always very easily
supplied. (TMS 213 VL.i.3.)

It follows for Smith that in business people alwagse about how others view them and act
accordingly. He argues that wealthy men pay cldgnt@ion and scrutinize their conduct
because they care about the respect they inchieasauthority depends on it. Trhe Wealth

of Nations Smith writes: "He [man of rank and fortune] dam do anything which would
disgrace or discredit him in it, and he is obliged very strict observation of that species of
morals” (WN 795 V.i.g.12% Further, Smith claims that good behavior can ksbas long
as social scrutiny is relevant. Regarding men ofsv“Icondition,” Smith notes that they
engage in good conduct in their village where pedplow them and observe their conduct.
Once the social context disappears, so does thal motivation:

But as soon as he [man of low condition] comes @igreat city, he is sunk in
obscurity and darkness. His conduct is observedatiedded by nobody, and he
is therefore very likely to neglect it himself, aalbdandon himself to every sort of
profligacy and vice. (WN 795 V.i.g.12.)

First and foremost, then, other people have tovierea of my conduct as a business leader
for a correct moral motivation to occur in busineegisions. The motivation to exercise

13 Smith, A. (1981).

Ethique et économique/Ethics and Economics, 10(1), 2013 89
http://ethique-economique.net/



Adam Smith

prudence and other virtues in business dependiesdcial context and on people being
aware of one’s conduct. In addition to Smith's refee to large cities in the above
guotation, he makes the same claim regarding fagjeries: “The one [a poor independent
worker] is less liable to the temptations of badnpany, which in large manufactories so
frequently ruins the morals of the other [a joumey who works by the piece]” (WN 101
.iii.48.)

Smith is well aware of the fact that not all buss@ursuits are conducted through prudence
and honor. There are times in which in the purstiilvealth people abandon “the paths of
virtue.” (TMS 64 L.iii.3.8.) Government officialshe writes, can be above the law and
commit fraud or crime. But Smith insists in hisabysis that it is still praise and honor that is
being sought, albeit, a mistaken one. “It is nateear pleasure, but always honour, or one
kind or another, though frequently an honour véiryimderstood, that the ambitious man
really pursues.” (TMS 65 l.iii.3.8.) Thus, even imrality and crime for Smith follow
(mistakenly) from the desire for to be praiseworthy

More specifically, the desire for approval is aided$or approval of the propriety of our
sentiments and actions. We can add merit, althdbhgremphasis in TMS is on propriety.
Smith devotes the first part of TMS to the topid t@e Propriety of Action,” and in so doing
he refers both to sentiments and to conduct beisiggnd proper in the eyes of others or the
impartial spectator. Propriety continues to beuhderlying theme of TMS; either an actual
spectator or the impartial spectator's perceptibrowr conduct shapes our behavior and
sense of morality. Regarding the “Das Adam SmithbRm,” propriety is also another
underlying theme that connedike Theory of Moral Sentiments and The Wealth of Nations.

The idea of propriety is carried over to Smith'sadission of wealth. In TMS it is the
financially prudent man who deserves the applafigheoimpartial spectator. The prudent
man is capable of long term planning and livinghiithis income. Generally, the virtuous
man fares better than his counterpart: “The pryddset equitable, the active, resolute, and
sober character promises prosperity and satisfattifMS 187 IV.2.1.) Accordingly,
emphasis in the literature concerning the relaietween WN and TMS is placed on the
significance of justice and the centrality of thdues. Indeed, Smith argues that virtues are
necessary for economics. But as we saw above xplaration of why we are motivated to
acquire virtues pertains to the desire for praigéhilmess. Virtues certainly underlie
economics, but Smith’s notion of propriety undexlieoth virtues (i.e., the motivation to
acquire virtues) and actions in the economic world.

Ideally, economic activity thus takes place in aialocontext in which decision making is
based on a desire for respect and approval. Snagdes moral motivation on social
awareness and recognition which obviously dependtber people observing our conduct.
In other words, for Smith, anonymity is conducivea compromised morality. Regarding
anonymity, Patricia Werhane unpacks Smith’s catitiof corporations which he knows as
“joint stock companies.” She points out that in Bisonomics Smith had “mom and pop
stores” more in mind than large corporations withicli we are familiar today. Werhane
points to a passage in WN in which Smith is critichcorporations because they are not
completely accountable to their share holdé@onsidering Smith’s theory of propriety and
the quest for approval, one might say that peogtebe aware of conduct in a small business

4 Werhane, P. (1991), p.164.
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in a small town concerning, for example, social am¥ironmental responsibility of the
business, and yet this awareness is lost when demitsjj large chains in more anonymous
urban settings.

The implications for business ethics taken fromeading of Smith are straightforward.
Considering the fact that the practice of virtue #me motivation to follow a virtuous path
reside in a social context, it follows that for messes to adopt virtues and behave
virtuously the social context first needs to exispproval or disapproval serve as moral
sanctions for Smith, and so for this mechanismaofcSons to exist, awareness of business
practices is a prerequisite. According to Smittggbe need to be aware of a corporation’s or
joint stock company’s conduct in order for the besis and its leaders to have the motivation
for right conduct in the first place. Efforts sua$ theGlobal Reporting Initiative (involving
corporate environmental and social reporting) aargles of practices that generate public
awareness of the moral conduct of corporationgélthough social reporting is a growing
movement, for the most part, corporations presemigrate outside of this social context.
Smith did not use the terms transparency and atability in his moral philosophy, yet
these are certainly part of his concept of morativation. Corporate practices have to be
made public on a regular basis. Information habe@rovided, such as does the company
practice fair trade? Are its prices just? What petage of the profits are given to charity and
for which causes? Does the company use sustainsdmefacturing? For the proper moral
motivation for corporations to exist, this inforruoet needs to be readily and generally
available and not only in case of scandals or tjinowebsites and publications a few
conscientious consumers might seek out.

CONCLUSION —BEYOND SMITH

We can illuminate Smith's reasoning and its powgrekamining the issue of ethical
consumption. We have already seen in Smith thatorate transparency is a desideratum in
business ethics. But this requirement is not enodghsee why, we need to go beyond
Smith’s own arguments and tease out an importargliéation of Smith’'s thought.
Information alone without consumers seeking it amding accordingly will not serve
Smith's purpose. Thus, ethical consumption is dafter!® For the purpose of current
discussion ethical consumption is broadly concea®anaking purchasing decisions not for
financial reasons, but out of consideration for tiway in which the product was
manufactured and sold. Similar to the criteria aosthical consumption might include
consideration of the wages paid by a company td@&yaps (are they sufficient to live above
poverty line in their country?), the use of swelabpms or child labor, and pollution and
environmental records. Smith’s theory of moral watiion provides a conceptual framework
for ethical consumption as well. If self-interestriot the only motive in economics and

5 0n corporate social reporting, see Hess, D. (2048&3s, D. (2007).
6 Ethical consumption is still an emerging field hwiiterature available from various disciplines
(such as political science, business, sociologych@ogy, economics and anthropology). For an
overview and a map of the issues see: HarrisonT R\Newholm, D. Shaw eds. (2005). For a more
recent review of the literature see: Lewis, T. &ndotter eds. (2011).
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business conduct, then it can not be the only raativconsumption. The desire for approval
by the actual or ideal impartial spectator willdeeonsumers to conduct themselves in
accordance with social norms. To apply Smith’s argnt concerning moral motivation in
business conduct to consumption means that conseoigmre has to change as well.
Consumers need to assume moral responsibilitytHarovords, consumption ought to be
viewed as part of one’s moral or immoral behavidonsumption ought to incur moral
status. To the idea of ethical consumption Smith&ory adds that people as consumers
should see themselves as subject to approval apmlieval of a real or impartial spectator as
well, thus meriting praise and praiseworthinesa &mction of their activities as consumers.
Thus, what is called for here regarding consumpisoa cultural shift of what is acceptable
and what it not. Amartya Sen claims that Smith gaiped that at times our moral behavior
conforms to established social conventions. Sentpaiut that for Smith “established rules
of behavior” play a significant role in people’snciuct. Sen writes: “Both individual
reasoning and social convention can make a ref@reifce to the kind of society in which
we live.™ Along these lines, in their article Scruggs, HerBest and Jeffords argue that
consumption ought to be viewed as political actidan to voting. First they note that the
average citizen spends more time choosing whauyotivan whom to vote for; and then,
they argue that purchase of fair trade coffeejrstance, has no less influence than a vote
for a politician who will advocate trade reforfhViewing purchasing as voting with your
dollars would serve as an example of the culturiét salled for in order for Smith’s concept
of moral motivation to apply to consumption. Cuthgnfor the most part, consumption is
viewed economically, rather than ethically or poitly. *°

The idea of ethical consumption completes the asinconcerning moral motivation in
business practices and sheds revealing light othSilie social context that would provide
moral motivation for businesses’ conduct is the stoner's awareness and appropriate
action. For initiatives such as the Global Repgrtinitiative and consumer guides to be
effective, Smith would surely have it that consusnevill have to see patronage and
purchases as moral decisions as opposed to memipmic ones.
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