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ABSTRACT 

THE JURAL RELATIONSHIPS AND A CASE FOR ESOTERICISM:  THREE 
ESSAYS ON ADAM SMITH 

Jonathon Henry Diesel, Ph.D. 

George Mason University, 2017 

Dissertation Director: Dr. Daniel B. Klein 

 

The dissertation offers deeper understanding of Adam Smith.  The first two 

chapters relate to Smith’s political theory.  I explore in greater detail Smith’s view on 

authority, both of government and of leaders within non-governmental social affairs.  In 

the first paper, “Two Superiors, Two Jural Relationships in Adam Smith,” I begin with 

Smith’s use of the noun superior.  In The Theory of Moral Sentiments Smith uses it in 

multiple ways.  A comparative superior is one, like Sir Isaac Newton, who is superior in a 

specific quality or characteristic; the rules of (commutative) justice apply equally to the 

comparative superior and the comparative inferior.  But, Smith identifies another kind of 

superior, the jural superior, which he associates with “the laws of all civilized nations”, 

“the civil magistrate”, “the sovereign”, and “a law-giver”.  Smith’s “superior” talk 

reveals two jural relationships within his work.  In addition to the equal-equal jural 
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relationship, there is the superior-inferior jural relationship.  I provide Smith’s taxonomy 

of “superior” within The Theory of Moral Sentiments.   

In the second paper, “A Call to Embrace Jural Dualism,” I continue exploring the 

jural relationships by highlighting the importance of embracing two jural relationships, 

which I call jural dualism.  I first establish that Smith is part of a larger tradition of 

embracing jural dualism.  I then discuss how humankind’s evolution has made us 

predisposed to revert from jural dualism to jural monism.  I suggest a deep-seated human 

unease with the superior-inferior relationship, and a corresponding urge to return to the 

one jural relationship, the equal-equal.  I then walk through how two modern ideologies 

strive to dispense with the superior-inferior jural relationship and to imagine jural 

monism.  Anarchistic libertarianism construes the government as essentially a criminal 

jural equal, and points us to a world without a jural superior.  Democratic socialism or 

social democracy embraces government but effectively construes it as a voluntary 

institution, a formation existing within the realm of equal-equal jural relationship.  I close 

by suggesting that we embrace jural dualism.  Doing so puts the coercive nature of the 

superior-inferior jural relationship out in the open, and enhances our aptitude to assess 

and argue for less bad forms of it  Reconciling ourselves to jural dualism, we practice 

more useful political discourse.   

The third chapter, “Adam Smith on Usury: An Esoteric Reading,” approaches one 

of Smith’s most discussed exceptions to the liberty principle, and most apparent 

inconsistencies.  Numerous authors have treated the tension between Smith’s 

endorsement of usury policy (ceilings on interest rates) and his system of natural liberty.  
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Almost all authors take Smith at face value.  Further, many of them read Smith from a 

modern perspective.  To make sense of Smith’s words, I argue, Smith must be placed 

within the context of his political and religious landscape.  Given the religious 

underpinnings of usury policy, and its firm standing in the status quo, Smith wrote 

esoterically to protect his position as cultural royalty, and to ensure that his works remain 

viable in the public sphere. 
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1 TWO SUPERIORS, TWO JURAL RELATIONSHIPS IN ADAM SMITH 

1.1	  Introduction	  

In Theory of Moral Sentiments (TMS) Adam Smith lays out his system of 

sympathy, including acts of beneficence.  He states that no one can force an equal to 

behave beneficently.  Smith’s statement regarding voluntary acts of kindness focuses on 

the acceptable rules between individuals of equal standing.  His statement suggests there 

must be an alternative social relationship to equals.  I offer the superior-inferior 

relationship as the alternative to the equal-equal relationship discussed by Smith.  These 

two relationships can be considered the two jural relationships, as they describe the two 

types of legal relationships within Smith.  The equal-equal relationship is when both 

individuals are treated equally under the rules of justice, and the superior-inferior 

relationship describes the governor-governed relationship.  There is an asymmetry in the 

rules of justice in the superior-inferior relationship compared to the symmetry that exists 

in the equal-equal.  The imbalance of the rules of justice between the jural relationships is 

exemplified by the way coercion differs between the relationship.  Among equals, 

coercive actions violate justice and warrant punishment.  Such is not the case for the 

superior of the superior-inferior relationship, whose actions are overtly coercive. 

Smith’s multiple uses of superior as a noun make it more difficult to recognize the 

presence of the superior of the superior-inferior relationship as unique.  I make a clear 
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distinction between the two by adding additional descriptive language to the term 

superior.  The superior of the superior-inferior relationship is referred to as the jural 

superior, and the superior within the equal-equal relationship is a comparative superior.  

The comparative superior is a person judged to excel at some act, quality, or 

characteristic relative to his or her peers.  Smith’s varied use of the term superior must be 

carefully studied to tease out the nuances.  I provide Smith’s taxonomy of the superior to 

better distinguish the comparative from the jural superior.  Smith uses the word superior 

in numerous ways throughout TMS and Wealth of Nations (WN).  Smith uses superior as 

an adjective and as a noun.  Additionally, Smith uses superior as a noun to describe an 

individual’s role in both jural relationships.  I provide descriptive statistics for Smith’s 

use of superior demonstrating two consistencies within Smith.  The first is a consistent 

use of superior as a noun, and the second is the consistent use referring to the jural 

superior. 

Understanding the different uses of superior in Smith allows a better 

understanding of the two jural relationships, and how unique the jural superior is.  It is 

important to recognize the jural superior, because the role stands alone as the only jural 

role in which justice applies asymmetrically.  In other words, the jural superior can 

coerce without the threat of punishment.  In some instances the jural superior can 

determine what falls under justice.  Recognizing the asymmetric application of justice in 

the superior-inferior relationship emphasizes the importance of Smith’s system of natural 

liberty as a major theme of his works. 
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1.2	  The	  Jural	  Relationships:	  of	  Beneficence,	  Justice,	  and	  the	  Superior	  

The key distinction between the two jural relationships is the legal standing 

between the two actors.  I refer to the two relationships as the jural relationships because 

the difference between them is a matter of jurisprudence.  Each jural relationship has a 

different scope in which matters can be effectively governed.  Smith makes a distinction 

between matters that can be governed between equals, and those that cannot along the 

lines of justice.  His determining factor is whether or not coercion must be involved to 

resolve matters.  A number of key paragraphs occurring early in TMS provide the 

clearest example of Smith’s distinction.  These relevant passages are found in Part II of 

TMS titled, “Of Justice and Beneficence”.  The section is focusing on voluntary acts of 

kindness, yet he is taking the time to address when such acts of kindness need to be 

imposed.  First, Smith lays out the rules of beneficence. 

Beneficence is always free, it cannot be extorted by force, the mere want 
of it exposes to no punishment; because the mere want of beneficence 
tends to do no real positive evil…His benefactor would dishonour himself 
if he attempted by violence to constrain him to gratitude, and it would be 
impertinent for any third person, who was not the superior of either, to 
intermeddle. (TMS, 78-9, emphasis added) 
 

In the above passage, Smith is describing how beneficence is voluntary.  Choosing not to 

reciprocate is contrary to propriety (social norms), but is not grounds for punishment.  

Punishment is reserved for incidents involving real harm (TMS, 78).  But, Smith adds an 

interesting caveat about a superior.  Smith’s passage suggests two separate social 

relationships, or at least he is calling attention to one involving a superior.  Even more 

interesting is that this superior can do what Smith’s equals cannot; he can force the 
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performance of beneficial acts1.  So far Smith has mentioned equals and a superior.  It is 

not immediately clear how many social relationships Smith is working with.  There may 

be numerous social relationships at this point, but Smith works quickly to limit the 

number.  On the following page, Smith offers the alternative to a social relationship 

involving a superior by framing the discussion of beneficence as one occurring between 

two equals.  Smith states, “Even the most ordinary degree of kindness or beneficence, 

however, cannot, among equals, be extorted by force” (TMS, 80).  Smith has clearly 

defined one of his relationships as that of equal to equal.  In the span of a few pages 

Smith has laid out two separate jural relationships by showing how acts of beneficence 

differ between the two. 

Let us imagine a quick scenario involving Doug and Howard who are neighbors.  

Doug was kind enough to loan Howard a cup of sugar last week.  Now Doug is at 

Howard’s door kindly seeking a quart of milk.  Social norms would dictate Howard share 

his milk.  But perhaps Howard refuses because he is really looking forward to dunking 

some Oreos in milk tonight.  The two neighbors are at an impasse.  Doug is angry 

because he expects to have the same decency extended to him that he demonstrated to his 

neighbor.  As equals, each can expect, but not force, the other to behave beneficently.  

All Doug can do is plea to Howard to abide by social norms.  Along comes Taylor who is 

Doug and Howard’s jural superior.  Taylor hears each man’s story and believes that 

Howard’s failure to act beneficently is setting bad precedence, so Taylor forces Howard 

                                                
1	  When such actions become forced they may be beneficial, but cease to be beneficent.	  
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to give Doug some milk.  Taylor’s actions as the jural superior go beyond what is 

acceptable within the equal-equal relationship. 

Beneficence is a voluntary action between those of equal standing.  Failing to act 

beneficently is contemptible, but not punishable.  When justice is violated, however, the 

violator does real harm and should be punished (TMS, 78-81).  In the previous example if 

Doug had stolen the cup of sugar instead of asking to borrow it, then Doug would have 

caused Howard real harm.  While making the distinction between beneficence and 

justice, Smith also makes the distinction between a relationship of individuals with equal 

standing and one in which the two parties are not equals.  Here Smith does not state the 

alternative to a superior, but elsewhere he uses the term inferior (TMS, 53-6 & 63-6).  I 

use the roles Smith has placed within each of the social relationship to distinguish a clear 

reference for the types of interpersonal relationships found in Smith.  There are three 

distinct roles within the jural relationships, which are: the superior, the inferior, and 

equal.  I use the roles that operate within each jural relationship to define that relationship 

in a clear and concise manner.  Moving forward I refer to each as the superior-inferior (S-

i) and equal-equal (E-E) jural relationships.   

The purpose of this paper is to explore the jural relationships, to fully flesh out 

each role within the two relationships, and to demonstrate just how special the key 

passages are that Smith uses to define these jural roles.  Most important is showing how 

special the jural superior is.  Smith uses the word superior in numerous ways.  Such a 

practice makes it difficult to recognize the unique jural superior.  A second purpose of 

this paper is to demonstrate Smith’s usage and help provide clarity. 
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Before diving too deep into the distinctions, or laying out how I differentiate each 

role, I want to close with a seminal passage from Smith that best demonstrates what 

Smith had in mind for a jural superior.  In subsequent sections I go into detail on how 

Smith uses the word superior, but for now it is most important to review Smith’s 

definition.  Smith continues his justice-beneficence discussion by expanding upon the 

role of a superior: 

A superior may, indeed, sometimes, with universal approbation, oblige 
those under his jurisdiction to behave, in this respect, with a certain degree 
of propriety to one another…The civil magistrate [superior] is entrusted 
with the power not only of preserving the public peace by restraining 
injustice, but of promoting the prosperity of the commonwealth, by 
establishing good discipline, and by discouraging every sort of vice and 
impropriety; he may prescribe rules, therefore, which not only prohibit 
mutual injuries among fellow-citizens, but command mutual good offices 
to a certain degree. (TMS, 81)  
 

I hereafter refer to the above as the “superior” passage.  The superior’s first responsibility 

is preserving the peace, which requires him to prevent equals from harming one another.  

Yet he is also empowered to enforce beneficial acts between equals as well.  The above 

paragraph provides Smith’s clearest description of the superior of the superior-inferior 

relationship.  Smith’s definition provides the jural superior with quite some latitude.  

Latitude that needs to be further explored to better understand just how unique the jural 

superior is from others. 

The above passages provide the motivation for exploring the two jural 

relationships found in Smith’s works.  What distinguishes the two relationships from one 

another?  If the only difference between these relationships where a person’s title (the 

superior), then there is little need to explore the jural relationships.  But such is not the 
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case.  There is a fundamental difference between how each party treats the other, a 

difference that singles out the superior of the superior-inferior relationship as unique.   

1.2.1	  Justice	  Differentiates	  the	  Jural	  Relationships	  
 

A deeper understanding of Smith’s justices provides the information necessary to 

separate the jural relationships.  Smith distinguishes three separate meanings to the word 

justice, which he uses as operative types of justice.  Smith’s concept of justice is nuanced 

and layered.  In fact, it might be best to think of each form of justice as being enveloped 

by the next, broader layer of justice.  The first is commutative justice (CJ); the other two 

are distributive2 (DJ) and what has been coined estimative justice (EJ) (Klein 2017, 3-

17).   

The clearest and most concrete form of justice is CJ.  CJ is the core of Smith’s 

justice.  He refers to it in a number of ways that separate it from the other forms of 

justice.  Smith calls CJ “precise” and “accurate”, much like “the rules of grammar” 

(TMS, 175-6 & 329).  Smith refers to justice using an architectural analogy.  He refers to 

justice as the “main pillar” (TMS, 86).   

DJ serves as a broader layer surrounding CJ.  EJ then serves as an even broader 

layer the enshrouds both CJ and DJ.  Smith talks of justice throughout TMS, yet he does 

not differentiate between the three types of justice until the final part of TMS (Klein 

2017, 17-21). CJ is central to Smith, and central to the discussion on the interpersonal 

relationships within Smith’s work (TMS, 269-70).   

                                                
2	  Smith uses distributive justice differently from the historical use found in Greek 
philosophy, so he provides the distinction between Aristotelian and his own concept of 
distributive justice in a footnote (TMS, 269-70; Klein 2017, 26; Minowitz 1993, 50).	  
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Smith sets commutative justice apart from the other types of justice by describing 

CJ like “the rules of grammar” and describing CJ as “precise, accurate, and 

indispensable” (TMS, 175-6).  Smith sees matters of CJ as being more concrete than 

matters of distributive or estimative justice.  Klein nicely summarizes CJ as “not messing 

with other people’s stuff” (2009, 139).  Such a summary captures the duty of the 

individual nicely.  If adhering to justice is “not messing with other people’s stuff”, then 

the flipside to justice is “others not messing with your stuff” (Klein 2017, 24).  Such a 

description implies a set of expectations about how two parties will interact with one 

another.  Each party has an expectation that his or her property will not be damaged or 

stolen, and likewise he or she understands the expectation not to damage or steal 

someone else’s property.  The symmetry of expectations captures the essence of an equal-

equal relationship.  Both parties expect the standards to apply the same for themselves 

and those they interact with. 

Smith’s other two forms of justice are more loosely defined than CJ.  Where CJ is 

“precise” and “accurate” Smith describes DJ as “loose, vague, and indeterminate” (TMS, 

175-6).  The reason for such an abstract definition is because DJ describes “the becoming 

use of what is our own” (TMS, 270).  It is much harder to clearly define justice when 

describing the rules for what one can do with his own person and property.  According to 

CJ, if your actions do no harm, then you are free to do as you please with your property.  

Under DJ, acceptable uses of your own property are subject to CJ (no harm) and the 

additional constraints of propriety (Klein 2017, 12-3).  Violating DJ by failing to behave 

in accordance with propriety will result in dislike and resentment, but not physical 
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punishment among equals.  The exception would be if such matters have been legislated.  

Forbidding actions like consuming alcohol or tattooing your body are examples.  Certain 

actions would be punishable in such cases.   

Individuals interact in a world governed by both CJ and DJ.  People do as they 

please according to DJ, and receive feedback when their choices are contrary to 

propriety.  Being ostracized by your neighbors for never raking your leaves is DJ in 

action.  Not raking your leaves creates no direct harm, and so there is no physical form of 

punishment.  Rather the punishment is voluntary disassociation.  CJ serves as a backdrop 

until someone’s actions harm others, and then CJ is invoked. 

Smith’s third justice is referred to as estimative justice (Klein 2017, 14).  EJ 

describes our evaluations or judgments of an object.  EJ involves one’s estimation of its 

beauty or merit (TMS, 270).  EJ is often even more abstract and indeterminate than DJ.  

In a sense, we do an injustice to someone or something when we do not give it a proper 

regard.  EJ can be thought of as the valuation of judgment about what we do with 

ourselves and our property.  But EJ can be one level more removed.  Our judgment of 

other’s judgment can be a matter of EJ.  EJ results from our discourse about matters of CJ 

and/or DJ.  Whether an action violates CJ may be more clear-cut than whether the action 

also violates DJ.  The outcome and the agreeableness of discourse that leads to a 

conclusion is EJ (Klein 2017, 14-20).   

Imagine a group of neighbors locked in a heated debate regarding the actions of 

one member of their community.  The community is divided on whether Bob should be 

allowed to paint his house purple and yellow.  One side argues that it is his home on his 
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land, so painting his house any color is a becoming use of Bob’s property.  The other side 

argues that a purple house is unseemly.  No one else in the neighborhood has a house that 

looks like an Easter egg.  Those angry with Bob argue his actions violate propriety.  Both 

sides agree on matters of CJ, where the land and house are Bob’s property.  The 

neighbors disagree on matters of Bob’s DJ.  Their judgment about the solution and the 

method to get there is a matter of EJ.  Leaving Bob alone when your standard of propriety 

suggests Bob is out of line would be considered a violation of DJ.  Likewise, others not 

understanding your position, or not taking the issue seriously might be an injustice along 

the lines of EJ.   

1.2.2	  The	  Symmetry	  of	  Justice	  in	  the	  Jural	  Relationships	  
 

A deeper understanding of Smith’s multi-faceted use of justice helps when 

bringing the concept of justice home to the jural relationships.  In the equal-equal 

relationship the rules of justice can be thought of as symmetrical.  In the equal-equal 

relationship the rules for punishment and recompense are the same for both parties.  

When either party harms the other the process of adjudication, or the execution of 

punishment, would be the same.  When Bolton’s goats roam freely destroying 

surrounding crops, then Bolton’s inattentiveness causes his neighbors real harm.  The 

other farmers all agree that something must be done to rectify the situation.  When Bolton 

refuses to willingly recompense his neighbors, they enlist the help of their superior, the 

Sheriff.  If Bolton has broken a law by letting his goats roam, then he may be punished 

for such a violation.  Even if Bolton did not violate codified law the farmers expect 

compensation for their lost crops.  Each farmer has the expectation that these rules apply 
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equally to one another.  If one of them were to have harmed Bolton’s goats the farmer 

would expect to be in the same position as Bolton is now.   

When Daryl, who is starving, decides to steal bread from Bolton’ Daryl violates 

CJ & DJ just as much as Bolton has.  While some may sympathize with Daryl’s plight as 

opposed to their resenting Bolton, both have violated CJ and both are liable to be 

punished.  The symmetry in the equal-equal relationship is the symmetric expectation 

that harming someone will result in punishment.  Likewise, when you are injured the 

offender will be dealt with.  Note however, there is not necessarily an expectation of 

symmetric punishment.  I am not suggesting that the punishment for stealing bread 

should be the same as murder.  Further, there is an expectation regarding violations of 

propriety.  Equals understand that their resentment can only translate into physical 

punishment when real harm has been done.  Unless codified into law, matters of DJ are 

handled within the confines of the equal-equal relationship through resentment (TMS, 

82).   

Such symmetry is not the case in the other jural relationship.  An asymmetry 

exists in the superior-inferior relationship.  The rules of CJ do not apply to the superior 

the same way they do to the inferior (Klein 2017, 5-6 & TMS, 64-5).  The jural superior 

can act in ways that would be considered coercive for an equal or inferior.  Further, the 

jural superior acts without being subject to punishment or recompense.  The jural superior 

is expected to enforce justice, but is also expected use force in matters beyond the 

enforcement of CJ (TMS, 81).  Smith’s statement suggests the jural superior is 

empowered to enforce both CJ and DJ.  Equals can only resent the actions of an 
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offending party until real harm has occurred.  Even after real harm has occurred 

immediate danger is the only acceptable cause for an equal to take justice into his or her 

own hands, however, the jural superior can intervene before real harm has been done 

(TMS, 80-1).  

The superior can intervene when no real harm has occurred as well.  Enforcing 

standards of propriety presents the same type of asymmetry between the superior and 

inferior as matters of CJ.  The superior may institute laws that force individuals to limit 

or abstain from certain behaviors.  Many restaurants in America voluntarily choose to ban 

or segregate smoking sections from their establishment absent any legislation forcing 

them to do so (Dunham 2000, 157).  Legislation banning smoking codifies a certain 

standard of propriety.  In this case the standard that smoking should not be done in places 

were nonsmokers are subject to second hand smoke.  Limitations on individual’s 

activities and private enterprise are examples of the superior’s enforcing standards of 

propriety.   

Additional asymmetry exists in the superior’s ability to control the behavior of the 

inferior in ways that cannot be done in the reverse.  The inferior cannot force the superior 

to adhere to any standard of propriety.  At best the inferior can admonish his or her 

superior.  Persuasion is the inferior’s only tool for convincing superiors and peers to 

accept a certain standard of propriety.   

So far I have laid out the two jural relationships by their differing applications of 

justice, as the symmetric equal-equal and the asymmetric superior-inferior relationship.  

However, Smith uses the word superior in both instances (TMS, 53-6 & 81).  Smith’s 
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decision to do so makes it more difficult to understand what each use entails.  A superior 

in the superior-inferior relationship is not the same as a superior in the equal-equal 

relationship.  

1.3	  Further	  Clarity	  on	  the	  Types	  of	  Superior	  Within	  the	  Jural	  
Relationships	  
 

I start with the equal-equal relationship.  Because individuals are equals any 

determination of superiority is a matter of judgment.  I refer to a superior within the 

equal-equal relationship as a comparative superior, because he or she achieves such 

distinction by comparison to his or her peer group. 

1.3.1	  The	  Comparative	  Superior:	  A	  Superior	  in	  the	  Equal-‐‑Equal	  Relationship	  
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Figure 1 consists of a list of comparative superiors.  There are two ways in which 

a person can be considered a comparative superior.  The first is when individuals are 

judged as excelling by some standard of judgment.  Standards of judgment can include 

things like propriety of character or conduct, or demonstrations of skill.  Whether it is 

playing tennis, baking, or telling jokes these are individuals that excel within certain 

dimensions relative to their peers.  The second method for being considered a 

comparative superior is voluntary associational roles of authority such as bosses and 

coaches.   

Jerry Seinfeld is a comparative superior, because compared to others, Jerry 

Seinfeld is superior at telling jokes.  He establishes himself as a superior by consistently 

demonstrating his ability to exceed propriety at telling jokes.  He also occupies a role of 

authority within the profession of comedy.  Professional comedians and laypeople value 

his opinion on comedy higher than the opinions of others, thereby Jerry Seinfeld serves 

as a sort of authority on comedy.  The two can be closely related, but do not have to be 

co-dependent.  A person may be judged as exceeding propriety and deemed a 

comparative superior without the consideration of authority.  In the case of Jerry Seinfeld 

being a good comedian can lead to being considered an authority in comedy.  Note 

though, that Jerry’s authority does not imply coercive control.  He does not control who 

is allowed to practice comedy, nor does he control what is considered comedy.  Rather 

his authority suggests that people may value his opinion on comedy and his opinion 

informs their own. 
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In the Jerry Seinfeld example Jerry’s actions and other’s judgment of Jerry’s 

actions led to his ascendance to a position of authority.  But as shown in Figure 1 there 

are other types of comparative superiors that maintain a voluntary associational type of 

authority.  Such a comparative superior may exercise their authority without having 

achieved it through other’s direct judgment.  This second, and separate, way in which a 

person can be a comparative superior is described in Figure 1 by the employer-employee 

relationship.  Your boss is your superior.  He or she occupies a role of responsibility 

separate from those being managed.  She is responsible for directing and monitoring 

employees.  Likewise, a coach is a superior to his players.  The manager and coach 

occupy roles that require authority over others in order to coordinate activity.   

The relative inferior’s imbalance in authority is voluntary under the comparative 

superior.  Taking direction from a boss is standard in employment contracts, and 

participation on a sports team is voluntary.  Taking direction from a boss or a coach is 

tacit in the agreement.  In all of the above cases CJ still holds. 

If an employer violates CJ by skimming money from an employee’s pay, then the 

employer has overstepped the bounds of a comparative superior.  The employer is 

coercing the employee in a manner that violates the voluntary agreement of employment.  

She is messing with the employee’s stuff by failing to provide the employee’s full pay.  

Such an act violates CJ, and exceeds the bounds of the equal-equal relationship.   

The comparative superior also influences distributive justice as well.  Often, an 

employee may bring personal items into the office.  The employer can establish rules for 

what personal items can be kept at work.  Having a lewd calendar on the wall, or keeping 
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pungent cheese in your desk drawer is likely to be banned by the employer.  Violations of 

these standards of judgment can be dealt with within the confines of the nexus of 

contract.  The employer establishes certain expectations for all employees’ conduct, and 

often lays out the outcomes for violating such behavior.  The extent of the employer’s 

control resides within the voluntary association.  Violating accepted standards can result 

in terminating the association, but not in legal punishment.  Legal punishment is reserved 

for the jural superior.  

The comparative superior must establish him or herself under the established rules 

of conduct.  Novak Djokovic must beat opponents on the tennis court under the rules of 

tennis.  Djokovic ceases to be a comparative superior if it is found that his achievements 

are the product of cheating.  Lance Armstrong serves as an example of violating the rules 

of competition, which cost him his position as a comparative superior in the world of 

cycling.   

Smith provides some examples of a comparative superior in TMS.  He praises 

David Hume, and suggests Hume deserves a place as a comparative superior in 

philosophy.  Smith’s praise can be found in two passages of TMS.  In Part IV he refers to 

Hume as an “ingenious and agreeable philosopher” and again as an “ingenious and 

agreeable author” (TMS, 179 & 188).  Admittedly the term superior is not directly used, 

however it is apparent by Smith’s praise that he places Hume in high regard.  There are 

numerous instances were Smith does use the term superior or superiority when referring 

to the equal-equal relationship3. 

                                                
3	  See appendix	  
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1.3.1.1	  The	  Admirable	  Superior:	  A	  Subset	  of	  Comparative	  Superior	  
 

When discussing the comparative superior I have used propriety, among other 

things, as a standard of judgment.  For example, Jerry Seinfeld is judged and deemed a 

comparative superior at telling jokes.  Here propriety in comedy is the relevant standard 

of judgment.  As such, the comparative superior is a superior within a specific standard.  

That is to say, Jerry Seinfeld’s skills as a comedian do not imply his superiority by any 

other standard.  Such examples can be thought of as examples of specific propriety.  But 

Smith uses propriety to refer to overall property as well.  Smith had another form of 

superior in mind that is broader and more prestigious than a comparative superior, and 

that is directed more towards Smith’s overall propriety.  To understand the distinction 

within comparative superiors we must also turn to Smith’s two standards of judgment. 

Smith provides two standards of judgment in TMS; both of which are derived 

using the same sympathetic mechanism.  We first form a conception of a standard by 

observing those around us.  We then reflect upon ourselves to form a standard.  The first 

standard Smith called “perfect propriety” (TMS, 247-8).  The second Smith referred to as 

“ordinary” propriety (TMS, 249).  I refer to the first standard as perfection and the second 

standard as propriety to avoid ambiguity.  Smith’s two standards of judgment differ from 

his use of specific versus overall propriety, which adds another layer of complexity to the 

matter.  For most of us the relevant standard is the second standard, that of ordinary 

propriety.  It is what we use in our everyday lives, and it is what forms and informs our 

standards as we interact with one another.  The standard of perfection and overall 

propriety is what Smith had in mind when he referred to a person of wisdom and virtue 
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(TMS, 216).  I distinguish a person pursing wisdom and virtue as a special type of 

comparative superior I call the admirable superior.  One of the key features of Smith’s 

description is the extension of the wise and virtuous person’s conduct to many if not all 

of their “circumstance and situation” (TMS, 216).  Smith is singling out a person who is 

excelling along both lines of distinction.  The person is succeeding at overall propriety 

according to the standard of perfection.   

The comparative superior’s superiority is in a limited field as determined by a 

certain standard of conduct or characteristic.  Consider the comparative superior’s case as 

one of specific propriety.  Novak Djokovic’s superiority at tennis does not imply 

superiority at anything else.  Think of the admirable superior as one exhibiting excellence 

more broadly.  It is easier to conceptualize and form judgment for one standard, such as 

tennis play, than it is to conceptualize superiority in general.   

Being great at tennis is a specific form of exceeding propriety.  Not everyone 

knows what great tennis looks like, but we learn from others we deem knowledgeable in 

order to start recognizing good tennis.  We defer to our friends, family, and people we 

think of as experts to help us gauge what we observe.  But playing great tennis does not 

imply skill by any other standards or characteristics.  Exceeding in overall propriety 

and/or perfection is a more difficult task, even to define.  Smith was keenly aware of the 

difficulty in recognizing an admirable superior (TMS, 226). 

Smith admires individuals that pursue such a worthy endeavor as mastering the 

virtues.  He admits that such an endeavor is likely suitable for a small number of 

individuals.  He does not expect the vast majority of people to devote their lives to the 



19 
 

pursuit of wisdom and virtue (TMS, 62).  However, so long as some do, they can serve as 

a guide and standard for those that choose to utilize the second standard of judgment, 

propriety. 

1.3.1.2	  The	  Scope	  of	  Authority	  is	  Limited	  in	  the	  Equal-‐‑Equal	  Relationship	  
 

The authority of the comparative superior is limited by the context within which 

their superiority is determined.  The standards used in determining a comparative 

superior suggest the context for limiting authority as well.  Respect for Novak Djokovic’s 

ability to play tennis justifies valuing his opinion on tennis.  Perhaps some may even 

value his opinion on competitive sports, but there are limits to his authority.  Novak’s 

prowess as a tennis player does not qualify him as an authority in physics, political 

science, or economics.  Understanding the limitations of the comparative superior is 

endogenous to the process of judging comparative superiority. 

The case of the admirable superior is more complex.  It is difficult teasing out all 

of the standards at which the admirable superior excels, making it difficult to determine 

the limitations of his or her authority.  Remembering the relevant jural relationship 

provides a general limitation.  The admirable superior’s authority may be broader than a 

comparative superior.  In which case the admirable superior’s authority is more likely to 

extend into an arena beyond what they might be best known for.  Assume Sir Isaac 

Newton is considered an admirable superior.  Sir Isaac Newton’s reputation may 

influence others into being more open to accepting his opinions on political science and 

economics more easily than they would Novak Djokovic’s opinions on the matters.  But 

both types of superior are within the equal-equal relationship.  The key takeaway is that 
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the comparative superior’s authority can be used to persuade or influence.  Such 

persuasion can be active or passive.  The comparative superior can passively persuade by 

being emulated.  They can actively persuade by knowingly using their reputation to 

influence other’s opinions through discourse.  In either the passive or active scenario CJ 

still holds for the comparative/admirable superior and the relative inferior.  The 

admirable superior may be more broadly respected and influential than a comparative 

superior, but neither can coerce.  The comparative superior’s inability to coerce stands in 

contrast to that of the jural superior. 

1.3.2	  The	  Jural	  Superior:	  	  The	  Superior	  of	  the	  Superior-‐‑Inferior	  Relationship	  
 

Smith’s description of the jural superior makes it clear he has in mind a superior 

outside of the equal-equal relationship (TMS, 81-2).  To review, the first indication of 

two jural relationships occurred during Smith’s discussion on beneficence (TMS, 80-1).  

Smith excludes beneficence by coercion from the equal-equal relationship.  Placing limits 

on actions within the equal-equal relationship suggests there are activities beyond the 

equal-equal relationship governed by an alternative jural relationship.  Smith provides the 

alternative when he introduces the superior, and in doing so, establishes the second jural 

relationship. 

A superior may, indeed, sometimes, with universal approbation, oblige 
those under his jurisdiction to behave, in this respect, with a certain degree 
of propriety to one another. The laws of all civilized nations oblige parents 
to maintain their children, and children to maintain their parents, and 
impose upon men many other duties of beneficence. The civil magistrate 
is entrusted with the power not only of preserving the public peace by 
restraining injustice, but of promoting the prosperity of the 
commonwealth, by establishing good discipline, and by discouraging 
every sort of vice and impropriety; he may prescribe rules, therefore, 
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which not only prohibit mutual injuries among fellow-citizens, but 
command mutual good offices to a certain degree. When the sovereign 
commands what is merely indifferent, and what, antecedent to his orders, 
might have been omitted without any blame, it becomes not only blamable 
but punishable to disobey him. When he commands, therefore, what, 
antecedent to any such order, could not have been omitted without the 
greatest blame, it surely becomes much more punishable to be wanting in 
obedience. Of all the duties of a law-giver, however, this, perhaps, is that 
which it requires the greatest delicacy and reserve to execute with 
propriety and judgment. To neglect it altogether exposes the 
commonwealth to many gross disorders and shocking enormities, and to 
push it too far is destructive of all liberty, security, and justice. (TMS, 81) 

 
In the first sentence Smith is separating the jural superior from the equal-equal 

relationship by showing how the jural superior differs from his statement about forced 

beneficence in the equal-equal relationship.  The jural superior can force beneficial acts 

perhaps even to “universal approbation” (TMS, 81).  The jural superior can initiate 

coercion and, in some instances, such coercion has the approval of the impartial spectator 

(TMS, 81).  The jural superior restrains injustice, preserves peace, punishes those that 

disturb the peace, and promotes the welfare of his or her subjects (TMS, 81 & WN, 687-

8).   

Smith’s juxtaposition of the jural superior to jural equals gets at the heart of the 

difference between the two jural relationships.  In the equal-equal relationship CJ is 

symmetrical.  Violating CJ exceeds the bounds of the equal-equal relationship and 

warrants punishment, yet the jural superior can do things considered outside the equal-

equal relationship.  In the superior-inferior relationship there is an asymmetry in terms of 

justice.  What makes the jural superior unique is the use of coercion without being subject 

to punishment.  The coercion initiated by the jural superior is overt and institutionalized.  

The jural superior does not act like the mafia discreetly collecting payments at the threat 
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of force.  The jural superior announces its coercive actions, and even devotes resources to 

advertising and rationalizing its actions.  You can log onto the government’s websites and 

find all of the rules it intends to enforce. 

In the previously used example of the employer-employee remember that the 

employer is the comparative superior and a jural equal to the employee.  The two have 

entered into a contract, which implies mutual consent.  The employer cannot change the 

employee’s wages without the employee’s consent.  Likewise, the employee cannot 

change his or her hours of service or type of work without the employer’s consent.  The 

jural superior can change the terms of an employment contract without mutual consent 

from either party.  For example, the jural superior can do so by raising the minimum 

wage; by reducing the employee’s take-home pay through changes to tax code; or, by 

instituting new mandatory employment benefits such as paid paternity leave.  All such 

actions would be violations of contract in the equal-equal relationship without mutual 

consent. 

The jural superior’s actions would often be viewed as violations of justice if 

executed within the equal-equal relationship.  However, Smith suggests that some cases 

of what would be an equal violating justice are preferable when executed by the jural 

superior, and would receive the approval of the impartial spectator (Klein 2017, 23-24).  

The jural superior has a difficult duty to walk a fine line.  Failing to exercise the jural 

superior’s special role is a neglect of duty, and abusing such power begins the descent 

towards tyranny (TMS, 81). The jural superior’s actions are subject to the judgment of his 

or her inferiors, but the inferiors’ judgment has no direct connection between the 
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propriety of the jural superior’s actions and any type of punishment.  Open and honest 

discourse about the proper role of the jural superior, and how the jural superior’s actions 

compare to those proper roles, helps inform the jural superior.  Persuasion is the jural 

inferiors’ primary tool. 

Notice in the “superior” paragraph the number of synonyms Smith uses to 

describe the jural superior.  Smith uses terms such as “magistrate”, “sovereign”, “law-

giver”, and even “laws of all civilized nations” (TMS, 81).  There is no shortage of 

additional terms used throughout Smith’s works such as “crown”, “king”, “monarch”, 

“prince”, “parliament”, “legislator”, and “legislature” to name a few more (TMS, 185-7 

& 223; WN, 84, 132, 413, 814, & 823-4).  Smith chooses the appropriate term for his 

immediate purpose, however the wealth of synonyms used by Smith makes it difficult to 

perceive the significance of the concept of the jural superior.   

1.3.3	  Smith’s	  Taxonomy	  of	  the	  Superior	  
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Figure 2:  Smith’s Taxonomy of the Superior 
 
 
 

Figure 2 provides a summary of Smith’s taxonomy of the superior.  Beginning 

with Smith’s use of the word superior to signify a noun, the diagram is divided into two 

pieces based on the jural relationship.  On the left is the superior-inferior relationship.  

On the right is the equal-equal.  Use of the word superior in the context of the superior-

inferior relationship denotes the jural superior.  Use of the word superior in the context of 

the equal-equal relationship refers to a comparative superior.  In some particular 

instances of the equal-equal relationship, superior refers to an admirable superior.  The 

jural superior is distinguished by an asymmetric application of justice between the jural 

superior and inferior as demonstrated by the jural superior’s institutionalized initiation of 
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overt coercion.  The comparative superior is distinguished by their remarkable stature in 

some particular characteristic, quality, or activity.   

1.4	  Smith’s	  Varied	  Use	  of	  Superior	  

As shown in Figure 2 above, Smith has a varied use of the word superior.  Figure 

2 limits the usage to cases of nouns, but Smith’s use of superior is not limited to just 

nouns.  Smith uses the word superior multiple ways in TMS and WN, which can muddle 

the distinctions between the different meanings Smith intended.  This section captures the 

many uses of superior found in Smith’s published works, and provides clarification for 

each of the distinct uses.  The goal is to reinforce the jural superior as a separate entity 

from all other types of superior. 

Superior is used as both an adjective and noun.  I briefly cover superior as an 

adjective.  Smith’s use of superior as a noun is the more interesting case, because he 

refers to different types of superior.  I provide the descriptions of the different types of 

superior found in Smith’s writing, and provide examples of each. I systematically 

reviewed both books, categorized each occurrence of the word superior, provided a 

summary of Smith’s usage, and present these findings to show the broader context for 

Smith’s use of superior. 

1.4.1	  Superior	  as	  an	  Adjective	  
 

When used as an adjective superior refers to the characteristics of persons or 

objects.  Superior can also be used as an adjective when forming a judgment, perhaps 

about the characteristics of persons or objects.  Superior as an adjective can reflect the 
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physical characteristics of a person/object as in “the superior size of Fuji apples to that of 

Braeburn”.  Superior can also be used to address nonphysical qualities, or one’s judgment 

regarding some aspect of the object as in “the superior taste of a Fuji apple”.   

Smith often uses superior as a term relating his judgment regarding the 

characteristics between two objects being more or less agreeable to him.  Smith uses 

superior as an adjective when discussing why two specific scenarios are so successful in 

theater.  The plight of kings and the tumults of lovers are two situations that capture 

audience’s imaginations, because they are two situations commonly associated with 

pleasure.  Commoners fantasize about kings’ luxurious living, and imagine a more 

pleasant way of life.  Common folk idealize the king’s existence, or at least imagine his 

life to be better than their own.  Likewise, the joy of love is a widely felt passion.  Some 

people idealize the emotions felt when picturing these two situations, which makes them 

perfect subjects to be tested in the theater (TMS, 51-2).  The lives of royalty and lovers 

are judged as moments of supreme happiness.  These two situations offer moments of 

happiness that rank higher than other moments.  Smith is providing his judgment on why 

these two scenarios are suitable for theater.  Many of the other passages classifying 

superior as an adjective are similar to the above example.  They are included in an 

appendix and subsequent summary tables.  I do not treat these cases beyond my initial 

assessment of use. 

1.4.2	  Superior	  as	  a	  Noun	  
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Smith’s use of superior as a noun has been discussed at length already.  Again, he 

uses superior when referring to both jural and comparative superiors.  The only method to 

distinguish the relevant jural relationship is to search for context. 

1.4.3	  A	  Systematic	  Analysis	  of	  Smith’s	  Use	  of	  Superior	  
 

Providing a detailed analysis of TMS and WN sheds light on how often Smith 

used superior to refer to the jural superior.  My intentions are to demonstrate how the 

varied use of the word superior refers to a superior within a jural relationship, and to 

reiterate that the superior meaning jural superior was an intentional concept in Smith’s 

writing.  The consistent appearance of a superior outside an equal-equal relationship 

proves Smith is working with two relationships.  

I use the electronic copies of TMS and WN available on the Library of Economics 

and Liberty website to perform my keyword search4.  I searched for the terms “superior”, 

“superiors”, and “superiority” and captured each occurrence.  I then categorized each 

occurrence as an adjective or noun.  For occurrences of superior as a noun I then further 

classified by jural relationship using comparative, jural or none.  I looked for evidence of 

an asymmetry in justice as the key determinant between comparative and jural.  A direct 

link between the superior initiating overt coercion is the simplest criteria for determining 

the difference between a comparative and jural superior.  A statement like, “The superior 

uses only blue ink pens” would be classified as none or comparative.  His actions as 

superior are not suggestive of the superior-inferior relationship.  A statement like, “The 

                                                
4	  The paragraph markings in my appendix are for the electronic versions of TMS and 
WN, and do not match the Liberty Fund editions used for citations in this paper. 
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superior mandates that only blue ink pens can be used in his jurisdiction” would be 

classified as a jural superior, because he is exercising the coercive nature of the superior-

inferior relationship by limiting his subject’s freedom of choice in pens.  I used none 

when the use of the word was not directly related to human interaction, or the relationship 

was unclear.  For example, when superior or superiority is referring to a higher power or 

deity I used none (TMS, 170).   

Smith uses superior as an adjective throughout his books.  Examples occur as 

early as I.i.5.6 of TMS all the way to in the final section in VII.ii.3.20 (TMS, 25 & 305).  

Likewise, Smith first uses superior as an adjective in WN in paragraph I.i.4 and as late in 

the book as paragraph V.iii.47 (WN, 17 & 925).  Smith’s description of human virtue as, 

“superior to pain, to poverty, to danger, and to death” is an example of a passage 

classified as an adjective (TMS, 61).  Here Smith’s use of superior describes human 

virtue.  The difficult cases are when Smith’s comparisons between individuals could be a 

description of an admirable superior, such as when Smith says “The eloquence of Cicero 

was superior to that of Caesar” (TMS, 286).  If one assumes superior eloquence to be an 

example of perfection, then this usage should be an example of a comparative superior 

not an adjective.  In such cases the context matters.  Cicero’s superior eloquence refers to 

his eulogy for Cato, which Smith attributes as to why the Romans respected suicide more 

than the Greeks.  The key determinant for classifying passages as an adjective is the 

absence of any type of interpersonal relationship.   
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So far the majority of discussion on the jural superior has come from TMS, but 

examples of a jural superior are not limited to Smith’s first book.  Smith makes clear use 

of the jural superior in WN as well:  

In other countries, rent and profit eat up wages, and the two superior 
orders of people oppress the inferior one. But in new colonies the interest 
of the two superior orders obliges them to treat the inferior one with more 
generosity and humanity; at least where that inferior one is not in a state of 
slavery. (WN, 565) 
 

Here Smith makes the superior-inferior relationship clear.  He also emphasizes the 

imbalance in the application of justice between the superior and inferior similar to his 

“superior” paragraph of TMS (81).  Smith describes the superior’s treatment of the 

inferior as commonplace.  A similar example of asymmetric standards of behavior occurs 

earlier in WN without mentioning the inferior directly. 

In those unfortunate countries, indeed, where men are continually afraid of 
the violence of their superiors, they frequently bury and conceal a great 
part of their stock, in order to have it always at hand to carry with them to 
some place of safety, in case of their being threatened with any of those 
disasters to which they consider themselves as at all times exposed. (WN, 
285) 
 

Here the superior-inferior relationship is not explicit, however the actions of hiding one’s 

wealth imply an inferior clearly motivated by the fear of expropriation.  In both cases, it 

is clear that the superior is behaving in ways that are coercive towards their jural 

inferiors.  More broadly put, the asymmetric application of justice between the superior 

and inferior is present. 

A good example of a comparative superior comes from TMS where Smith is 

discussing the motivation for acting generously.  In order to act generously one must 

deny his or her own sense of self-worth, and put the interests of another first.  Doing so 
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requires the person acknowledge that an impartial spectator deems the other a 

comparative superior relative to him or herself. 

We never are generous except when in some respect we prefer some other 
person to ourselves, and sacrifice some great and important interest of our 
own to an equal interest of a friend or of a superior. The man who gives up 
his pretensions to an office that was the great object of his ambition, 
because he imagines that the services of another are better entitled to it 
(TMS, 191) 

 
There is no indication of an asymmetry in jural standing in the above passage.  The 

judgment of one person’s worth over another suggests a comparative superiority and not 

a superiority of legal standing.   

 
 
 

Table 1:  Variants of Superior 
 

 
(Superior, Superiors, Superiority) 

Rate of 
Occurrence 

Theory of Moral Sentiments 106 
Wealth of Nations 181 

Total 287 
 

 
 
 

Table 1 provides the total occurrences of variations on the word superior.  I 

searched for superior, superiors, and superiority.  Some form of superior occurs 287 times 

within Smith’s tomes.  There were 106 counts in TMS and 181 in WN.   
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Table 2:  Adjective v. Noun 
 

 TMS WN 
Total 106 181 
Adj. 34 38 
Noun 72 143 

 
 
 
 

Table 2 shows the number of occurrences broken down between adjective and 

noun.  Smith’s use of superior leans towards addressing the jural relationships.  In both 

books Smith uses superior as a noun twice as frequently.  The tabulations in Table 2 are a 

nice first step in demonstrating Smith’s emphasis on the jural relationships.  Further 

refinement will provide even more useful insight. 

 
 
 

Table 3:  Jural Relationship 
 

 TMS WN 
Noun 72 143 
Comp 50 50 
Jural 19 25 

Neither 3 68 
 
 
 
 

Table 3 breaks down the occurrences of superior as a noun in each book based on 

the jural relationships.  In TMS the majority of the occurrences fell under the 

comparative superior.  However, it is clear that the jural superior exists in TMS beyond 

the “superior” passage (TMS, 81).   
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There is a much larger number in the “None” category within WN.  This is in 

large part due to Smith’s discussion of policies.  Here Smith often refers to the superiority 

of specific policy or practices, such as when Smith uses such a phrase as the “superiority 

of profit” (WN, 596).  Again, the benefit of Table 3 is to show the persistence of the jural 

superior through both of Smith’s works.   

The number of clear instances of the jural superior in WN is lower compared to 

TMS.  Some of the lower frequency of the jural superior in WN can be explained by the 

offsetting use of alternatives to superior.  Recall in the “superior” passage Smith uses a 

few alternatives to the word superior such as “magistrate”, “sovereign”, and “law-giver” 

(TMS, 81).  I performed a similar key word search for these terms as well. 

 
 
 

Table 4:  Additional Terms 
 

(Sovereign, Magistrate, Law-giver) 
TMS WN 

23 195 
 

 
 
 
Table 4 shows a distinct shift between TMS and WN.  In TMS Smith uses a form of 

superior to refer to the jural superior more often than not.  He does utilize alternative 

terms to refer to the jural superior, but does not do so like in WN.  The 195 occurrences 

of alternatives to superior found in WN makes sense given Smith’s intentions.  As Smith 

originally stated in the ending of TMS, which he expanded upon in the later addition of 

an Advertisement, the intention of WN was to explore policy (TMS, 341-2).  It makes 



33 
 

sense that Smith would use terms like sovereign more often in WN, given the sovereign 

is often the political entity creating or enforcing a policy.  Table 4 further supports 

evidence that the jural superior appears throughout Smith’s works, and it was intentional. 

Smith had in mind the concept of a jural superior in the “superior” passage of 

TMS, but his varied use of superior as an adjective, comparative superior, and jural 

superior muddles his intentions.  Smith’s varied use makes the context all the more 

important.  Further, it makes it difficult to tease out the jural superior as a distinct 

concept.  Smith uses many synonyms for the jural superior such as sovereign, magistrate, 

king, law-giver, and legislator as well.  Smith’s synonyms help make it clearer when he is 

referring to the jural superior.  However, his use of multiple terms suffers from the same 

problem that his using superior does.  The context of use matters, and the implications 

vary by phrase and by passage.  Smith does not necessarily equate the magistrate and the 

sovereign.  The sovereign instituting tariffs implies a certain scope regarding what is 

within the bounds of that superior-inferior relationship, and the same scope does not 

apply to a local magistrate collecting a tax.  Had Smith only used the superior to refer to 

the jural superior, or used a special term for the jural superior it would have made it 

easier to distinguish which jural relationship underlies the passage.  Smith’s varied use of 

superior and numerous synonyms forces the reader to determine which jural relationship 

applies for each instance.   

My systematic analysis of Smith provides two useful insights into Smith’s work.  

The purpose of collecting each passage into an appendix is to demonstrate the need for a 

reader to be cognizant of Smith’s two jural relationships, and to show Smith’s varied use 
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throughout his books.  The first purpose is to establish two jural relationships within 

Smith.  The second is to show Smith uses similar terms when discussing both jural 

relationships.  The jural superior is a distinct concept within Smith’s work, but 

recognizing the jural superior is more difficult due to Smith’s varied use of the word 

superior.  The reader must think about which jural relationship Smith is using to better 

understand his intentions.   

1.5	  Conclusion	  

Two jural relationships exist throughout Adams Smith’s written works.  Smith 

uses the equal-equal and the superior-inferior relationship in both TMS and WN.  The 

greatest distinction between the two is the application of justice, most notably CJ.  In the 

equal-equal relationship justice is symmetric.  In the superior-inferior relationship justice 

is asymmetric.  Such asymmetry allows the jural superior to act in ways that violate 

justice without suffering the punishment an equal or jural inferior would receive for the 

same action.  Furthermore, the jural superior announces its intent to engage in such 

actions overtly.  The jural superior’s initiation of coercion occurs in plain sight. 

Smith’s use of superior varies through both works making it more difficult to 

recognize the jural superior as a unique role.  Recognizing the special nature of the jural 

superior helps highlight the importance of Smith’s system of natural liberty.  It calls 

attention to the types of justice Smith lays out, and the inter-relationships between the 

types of justice. 
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2.0 A CALL TO EMBRACE JURAL DUALISM 

2.1	  Introduction	  
 

In this paper, I further explore the jural relationships.  I start by surveying Adam 

Smith, his peers, and his precursors to establish a tradition steeped with superior talk.  

Such a tradition suggests that the jural relationships were a commonly held position 

leading up to and through the emergence of classical liberalism.  That prompts the 

question, what has happened to such superior talk?  It appears that superior talk has fallen 

out of the modern discourse, or at least it has become veiled by using looser terms.  Such 

terms do not carry a direct link to the jural relationships.  Less superior talk is 

unfortunate, because engaging in superior talk creates a set of semantics and establishes 

certain presumptions that better serve a liberal analysis of policy.  Superior talk brings the 

coercive nature to the forefront where it must be reconciled with a presumption of liberty. 

Not everyone accepts jural dualism.  In fact, humans have, as a byproduct of our 

evolutionary journey, developed propensities pushing us to revert back to jural monism.  

I explore two sources of such propensity in the Hayekian narrative and Joseph Henrich’s 

prestige leadership.  Such a propensity is suggestive that we are cognitively biased 

towards egalitarian social hierarchy and collective configurations of ownership. 

I then move on to two modern ideologies that can fall prey to such propensities.  

The libertarian and social democratic ideologies both collapse jural dualism into monism.  
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The collapse to monism changes how each ideology views the actions of the jural 

superior.  Both place the jural superior within the equal-equal relationship.  How the jural 

superior’s actions are then judged changes based on the implications for why the 

ideology collapsed the jural relationships in the first place.  Such libertarians castigate the 

jural superior as a thief among equals.  Such leftists view the jural superior as a steward 

taking care of communal resources.  In both cases the collapsing to monism changes the 

semantics of superior talk by diminishing or dismissing the coercive nature of the jural 

superior. 

I close by calling to embrace jural dualism.  Superior talk has fallen out of favor 

in modern discourse.  By accepting jural dualism and openly discussing it we afford 

ourselves the opportunity to have more useful discourse on policy issues.  Once jural 

dualism is embraced we can better frame discussions about appropriate government 

scope and policy. 

2.2	  The	  Prevalence	  of	  Jural	  Dualism	  
 

In my previous chapter I discussed two jural relationships appearing in Smith’s 

works.  The two relationships are the superior-inferior (S-i) and the equal-equal (E-E).  

The jural relationships differ in their application of justice.  Justice applies symmetrically 

in the E-E relationship.  This means both parties have the same expectations and duties 

regarding justice when interacting with one another.  The duty can be summarized as “not 

messing with other people’s stuff”.  The corollary for one’s expectations is “others not 

messing with your stuff”.  That is to say, both parties expect to enjoy the same security 

regarding the sanctity of their person and property. 
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The same does not hold for the S-i relationship.  In the S-i relationship there is an 

asymmetric application of justice.  The superior, which I have previously distinguished as 

the jural superior, creates and enforces laws.  The S-i relationship implies the inferior 

acquiesces to the jural superior exercising some degree of overt coercion.  Such actions 

would be violations of justice among equals.  I am not implying a sanction on gross 

abuses of power such as random seizure of property or execution without trial.  I am 

referring to the normal tasks and expectations of a jural superior in executing his or her 

role.  Such behavior is overt and understood by all.  As equals, taking a man’s money is a 

crime.  As a jural superior, collecting taxes is a conventional duty.  The taxpayer may 

desire not to part with his money in both cases.  However, the jural relationships serve the 

purpose of showing the uniqueness of the jural superior.  Where one might resist the 

thief’s efforts, one abides the jural superior’s. 

My first chapter focused on Adam Smith and on building out the jural superior 

into a clearly defined role within a mode I call jural dualism.  The purpose of this section 

is to show that Jural dualism is not unique to Smith.  In fact, Smith is part of a broader 

tradition.  Jural dualism was a commonly held position.  Superior talk, meaning the jural 

superior, was quite common by authors of the Scottish Enlightenment.  Jural dualism is 

also found in the precursors to the Scottish Enlightenment.  This commonality of superior 

talk is found in natural law and natural rights authors.   

I begin with Hugo Grotius and Samuel von Pufendorf who are the natural law 

theorists cited as heavily influential to Scottish Enlightenment authors.  I follow 

connecting threads from Grotius and Pufendorf to Smith and his students.  I show a 
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consistent use of superior, and thus jural dualism, leading up to and throughout the 

Scottish Enlightenment authors.   

I do not claim completeness.  The authors’ treatment of the jural superior varies.  

However, what is evident is a persistent presence of jural dualism.  Each author deals 

with jural dualism openly in his own way.  My search is not exhaustive, but rather 

demonstrative.  I show sufficient evidence that Smith was not alone.  He was engaging in 

superior talk consistent with many others, both his predecessors and peers. 

My methodology consists of performing a keyword search using the Online 

Library of Liberty to verify the author’s usage.  In my first chapter I documented every 

occurrence of superior in Smith.  This includes numerous uses not referring to a jural 

superior.  I did not do such an undertaking for this chapter.  For the purposes of this 

paper, my search focused entirely on finding evidence of jural dualism. 

Two natural law scholars cited by many of the classical liberal minds are Hugo 

Grotius and Samuel von Pufendorf.  Classical liberal thought was clearly influenced by 

the natural law theorists.  Again, this does not imply that theories are consistent 

throughout the tradition.  More to my point, there is a clear line of influence.  Through all 

of these intellectual exchanges runs the common theme of jural dualism.  Beginning with 

Grotius and Pufendorf, natural rights and natural law can be traced to Smith through 

Gershom Carmichael and Francis Hutcheson (Gregg 2009, 88-90 & 101).  Gershom 

Carmichael serves as the bridge from Grotius and Pufendorf to Adam Smith by way of 

Francis Hutcheson.  Smith benefitted from Hutcheson’s use of Grotius, Pufendorf, Locke, 

and Carmichael: “Hutcheson, praised Carmichael’s improvements and notes on 



39 
 

Pufendorf’s text, which itself was influenced in important ways by Carmichael’s 

appreciation of Locke’s work in the Second Treatise” (Robinson 2016, 11).  Robinson 

and Gregg demonstrate a connection between all of these authors.  Robinson and Gregg 

focus on the property theory aspects of these authors, but the connection is equally 

justifiable in my case.  Jural dualism is present in many of these author’s same classic 

works. 

I found numerous examples of jural dualism in all of the authors included.  I focus 

on a few examples for each to give the reader an idea of the breadth of use.  For the ease 

of the reader I have placed “superior” in boldface within block quotations when referring 

to the jural superior.  I begin with Grotius.  He has a clear passage in The Right of War 

and Peace providing his exposition on the jural relationships. 

But as in Societies, some are equal…And others unequal…So that which 
is just takes Place either among Equals, or amongst People whereof some 
are Governors and others governed, considered as such. The latter, in my 
Opinion, may be called the Right of Superiority, and the former the Right 
of Equality (2005 [1877], 136-37) 
 

The above passage provides a clear example of jural dualism.  Grotius lays out the two 

jural relationships, and uses justice as a distinguishing factor.  The passage also utilizes 

the same phrasing I use to refer to the S-i relationship in my first chapter, the governor 

and the governed.  The governor-governed dichotomy is an alternative description to the 

superior-inferior that utilizes more modern language.  There are additional passages in 

The Right of War and Peace that describe jural dualism (Grotius 2005 [1877], 83, 302, 

354, 500, 528, 622, 792, 1553).  For example, the title of Chapter IV is “Of a War made 
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by Subjects against their Superiors” (336).  Jural dualism is not limited to a single work 

of Grotius’ either.  He also mentions the jural superior in The Free Sea (2004 [1609], 40). 

The other natural law scholar I surveyed is Samuel von Pufendorf.  He too utilizes 

jural dualism.  Early in the book, The Whole Duty of Man, Pufendorf defines law in a 

manner requiring a superior.  As the editor notes, “Pufendorf’s construction of the 

superior—hence of obligation—in terms of the combination of coercive power and just 

reasons is one of the most crucial and controversial passages in the Whole Duty.” (2003 

[1673], 44n).  Additional passages occur in Duty, but none are as striking as Pufendorf’s 

early assertion about the superior’s role (2003 [1673], 85 & 159)5. 

These first two authors’ influence carries directly into the next set of authors who 

are the precursors to Smith’s generation, of which I include John Locke and Gershom 

Carmichael.  Carmichael builds on all three of the authors mentioned.  Further, he is 

responsible for elevating the natural law tradition of Grotius, Pufendorf, and Locke 

within the Scottish universities (Carmichael 2002 [1707], x).  

In Two Treaties of Civil Government, Locke addresses the source of authority in 

man’s natural state as well as the sanctity of authority within civilized society.  In the 

state of nature man is subject to no one else’s will.  In society, man is subject to the 

authority of the superior by consent.  In one of the later chapters of Book II Locke 

provides a clear statement of jural dualism using superior talk. 

                                                
5 It should be noted that I am utilizing the English translations of Grotius and Pufendorf.  
It is possible that the use of superior is a product of the translator’s interpretation and not 
the author’s intent.  I did not consult the Latin texts.  I feel confident in my assessment 
given the number of examples found and the context in which superior is used. 
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Secondly, As to his second, An inferior cannot punish a superior; that is 
true, generally speaking, whilst he is his superior. But to resist force with 
force, being the state of war that levels the parties, cancels all former 
relation of reverence, respect, and superiority: and then the odds that 
remains, is, that he, who opposes the unjust aggressor, has 
this superiority over him, that he has a right, when he prevails, to punish 
the offender, both for the breach of the peace, and all the evils that 
followed upon it (Locke 1764, 407). 
 

In the above passage Locke is addressing arguments made by Barclay.  Yet the passage is 

useful because it shows Locke’s sense of equality in the natural state contrasted with the 

coercive nature of the S-i.  It is also noteworthy that Locke’s coercive state is entered into 

through consent.  There are numerous examples of Locke, in his own words, engaging in 

superior talk: 

But be that as it will, these men, it is evident, were actually free; and 
whatever superiority some politicians now would place in any of them, 
they themselves claimed it not, but by consent were all equal, till by the 
same consent they set rulers over themselves. So that their politic 
societies all began from a voluntary union, and the mutual agreement of 
men freely acting in the choice of their governors, and forms of 
government (Locke 1764, 284-285). 
 

Locke is establishing the jural superior as something outside the natural state, and he 

bases the S-i relationship on consent.  Locke, like Smith, refers to the jural superior as a 

governor and the S-i relationship as the governor-governed, demonstrating a continued 

use of superior talk. 

Gershom Carmichael continues Locke’s assertion regarding consent.  The first 

few pages of Chapter 19, “On the Limits of Sovereign Power and the Right of 

Resistance” is full of superior talk.  I provide one succinct example: 

The author has not included the words by a superior without a purpose. 
For while sovereign power is indeed derived from the consent of the 
citizens, once it has been conferred it makes the person on whom it has 
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been conferred truly superior to the rest of the citizens not only as 
individuals but as a whole (2002 [1707], 162). 
 

Carmichael, like Smith, also uses synonyms for the superior such as magistrate, which 

serve as further indication of a common theme amongst these authors (2002 [1707], 170).  

Carmichael also emphasizes the disparity in coercion between the superior and inferior, 

which is similar to my use of asymmetric justice (2002 [1707], 163).  So far, I have 

shown a consistent presence of superior talk within the natural law tradition leading up to 

the Scottish Enlightenment.  It is now time to turn to the main Scottish Enlightenment 

authors I have selected: Hutcheson, Hume, and Smith. 

Hutcheson was Smith’s teacher at Glasgow where he used Carmichael as part of 

his curriculum, which exposed Smith to the natural law tradition (Phillipson 2006, 42-3; 

Gregg 2009, 101).  Jural dualism is present in Hutcheson’s work with passages like “from 

the law of a superior”, “consent of any superior”, and “Lower orders are always imitating 

the manners of their superiors” (2007 [1747], 113; 244; 269).  Hutcheson uses 

synonymous terms for the jural superior such as governor and magistrate as well (2007 

[1747], 244 & 164).   

Let us turn to David Hume.  Hume was influential in Smith’s work, praised by 

Smith, and one of Smith’s closest friends (Hume 1987, xlviii-xlix; Smith WN, 179 & 

188).  I draw from Hume’s Essays, Moral, Political, Literary (EMPL).  I found a good 

summary passage in EMPL where Hume discusses his optimism that the unfettered use 

of authority by a jural superior has, in recent times, been brought under constraint. 

According to ancient practice, all checks were on the inferior, to restrain 
him to the duty of submission; none on the superior, to engage him to the 
reciprocal duties of gentleness and humanity. In modern times, a bad 
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servant finds not easily a good master, nor a bad master a good servant; 
and the checks are mutual, suitably to the inviolable and eternal laws of 
reason and equity. (EMPL1987, 384). 
 

Hume, like many of the other authors cited above, uses the same language to refer to the 

superior, such as authority, magistrate, and legislator (EMPL 1987, 40, 10-1, 24).  There 

are more than a few instances of the jural superior in EMPL.  I call attention specifically 

to Essay III, “That Politics May Be Reduced to a Science” as an example of a consistent 

presence of jural dualism (EMPL 1987,14-31).  Hume goes through a number of 

historical examples of the different types of government, and throughout maintains a 

sense of two jural relationships whether authority is hereditary or elected (EMPL 1987, 

18).  Underlying the entire essay is an open acknowledgement that the jural superior is 

unique. 

Adam Smith’s use of the jural superior has been discussed at length in chapter one 

of this dissertation.  The central passage to cite from Smith would be the “superior” 

passage of TMS, which is Smith’s clearest description of the jural superior.  In the 

“superior” paragraph Smith lays out some expectations of the jural superior such as 

enforcing justice6 and “mutual good offices” (TMS, 81).  Also, Smith uses a number of 

synonyms for the jural superior such as “magistrate”, “law-giver”, and “sovereign” 

(Smith TMS, 81).  Smith, like many others discussed herein, has a consistent presence of 

jural dualism throughout his work.  Smith returns to the superior, in its many forms, in 

both TMS and WN (Diesel 2017). 

                                                
6	  Smith discusses four concepts of justice in TMS.  See Chapter 1 for more on 
commutative versus distributive justice.  See also Klein 2017.	  



44 
 

Smith’s students and those of his circle continued the tradition.  Dugald Stewart, 

one of Smith’s students, memorialized Smith by penning his biography.  Stewart spoke 

highly of his teacher in Smith’s Essays on Philosophical Subjects (EPS) (269-352; 

Phillipson 2006, 275).  It is not just respect for Smith that is found in Stewart’s work; 

jural dualism is also present.  One representative passage draws a comparison between 

the English government and the Roman empire. 

In Rome and other ancient republics, the want of a common superior 
encouraged popular and military leaders successively to aim at the 
sovereign authority, till the people at length sought a refuge from the 
miseries brought on them by the dissensions of the contending parties, in 
submission to absolute despotism. In this view, the monarchical part of 
our Constitution (restrained and limited as it is by the checks to be 
mentioned afterwards) is one of the strongest bulwarks of British liberty 
([1856], 427). 
 

Stewart is praising the checks on arbitrary power that the British have put in place, and in 

doing so he also acknowledges jural dualism.  Another example is found in Stewart’s 

discussion of the negative consequences of allowing the aristocracy to be the center of 

commerce.  He begins by describing the aristocracy in terms of a superior, “The most 

favourable view which can be taken of an Aristocratical government is, when we confine 

the attention solely to the character and manners of the superior order” ([1856], 381).  

Stewart goes on to warn, “suppose an Aristocracy in which the nobles applied themselves 

to commerce, the evils of this form of government would be greatly aggravated, as they 

would probably add rapacity and fraud to the vices connected with their elevated rank” 

([1856], 382).  What Stewart is warning against is a government where the jural superior 

pursues his or her own self-interest at the expense of the inferiors ([1856], 384).  There is 
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an asymmetry in authority in Stewart’s discussion of aristocracy consistent with the jural 

superior. 

Another successor to Smith was John Millar.  Millar was a student of Smith’s 

who went on to hold the professorship of civil law at Glasgow (Ablondi 2016).  Millar 

was influenced by Smith and Hume in a number of ways, one of which was his use of the 

four stages of development.  Millar uses the four stages to show the development of 

government coinciding with the development of property (Millar 2006a, x-xi).   

Whereever men of inferior condition are enabled to live in affluence by 
their own industry, and, in procuring their livelihood, have little occasion 
to court the favour of their superiors, there we may expect the ideas of 
liberty will be universally diffused.  This happy arrangement of things is 
naturally produced by commerce and manufactures; but it would be as 
vain to look for it in the uncultivated parts of the world, as to look for the 
independent spirit of an English waggoner among persons of low rank in 
the highlands of Scotland (2006a, 243). 
 

Millar links commerce and liberty together much like Stewart does.  Both authors believe 

it best to reserve commerce for the E-E relationship. 

In his Historical View Millar makes note of the king as a superior meddling with 

commerce. 

The king, as the superior of trading towns, and the patron of their 
commerce and manufactures, had early assumed the power of creating 
royal boroughs, and erecting, in each of those communities, inferior 
corporations of particular trades.  By an easy transition, he had thence 
been led to grant, in particular branches of trade, exclusive privileges to 
individuals, or to trading companies (2006b, 520). 
 

Further along in Historical View Millar echoes Smith in a number of ways.  First, he 

establishes a sympathetic mechanism like Smith’s, and then provides a description of 

duty consistent with Smith’s “superior” paragraph. 
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There are many cases, on the other hand, where our behaviour in relation 
to our neighbours becomes a matter of strict obligation, and where we may 
be compelled to follow one course of action, and punished for the 
contrary.  Thus we may be forced to fulfil our promises, and to abstain 
from doing hurt to others.  Actions of the latter sort belong to what, in a 
strinct sense, are called the rules of justice.  Those of the former belong to 
generosity or benevolence (2006b, 772-3). 
 

Millar’s neighbors can be considered equals, and the need to be compelled to act in 

certain ways towards your neighbor implies an entity outside of the E-E relationship 

doing the compelling.  One must admit the parallels to Smith are too uncanny to ignore, 

so while not explicit, there is still a superior flavor to Millar’s passage.  Additional 

passages containing jural dualism can be found in the work as well:  

These original circumstances, from which authority is derived, are 
gradually confirmed and strengthened by their having long continued to 
flow in the same channel. The force of habit, the great controuler and 
governor of our actions, is in nothing more remarkable than in promoting 
the respect and submission claimed by our superiors. By living in a state 
of inferiority and dependence, the mind is inured to subjection; and the 
ascendant which has been once gained is gradually rendered more 
complete and powerful. (2006b, 798) 
 
From the dispositions of mankind to pay respect and submission to 
superior personal qualities, and still more to a superiority of rank and 
station, together with that propensity which everyone feels to continue in 
those modes of action to which he has long been accustomed, the great 
body of the people, who have commonly neither leisure nor capacity to 
weigh the advantages of public regulations, are prevented from indulging 
their unruly passions, and retained in subjection to the magistrate. (2006b, 
807) 
 

Millar was interested in the source and role of authority, and jural dualism looms 

throughout his discussion. 

Superior talk, then, continued after Smith, but jural dualism faded as a point of 

emphasis and matter of common use.  As the list of authors above shows, jural dualism 
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was present in the natural law tradition and throughout the Scottish Enlightenment.  

These authors directly and openly discuss jural dualism.   

What happened to superior talk?  It appears that jural dualism has lost favor.  

There is little discourse as clear and open about jural dualism today.  Perhaps some are 

attempting to address jural dualism in a roundabout way by making more veiled 

references to the jural superior.  But it is unclear how the concept maps to modern terms.  

Modern speech moving away from an open discussion of the S-i relationship introduces 

confusion over what exactly is being addressed.  One product of using looser language 

can be seen when someone refers to government coercion without acknowledging that the 

jural superior operates outside the E-E relationship.  Such loose language changes 

presumptions.  Under jural dualism the burden of proof is on the proponent of policies 

diminishing liberty.  Using loose language to refer to the coercive nature of the jural 

superior, or ignoring coercion altogether, changes presumptions.  It presumes the burden 

of proof is on the opponent of the status quo, regardless of how a policy affects liberty.  

Using looser language makes it harder to mount a case for or against the jural superior’s 

use of coercion.   

I discuss some of the ramifications of using looser language in the following 

sections.  Specifically, I discuss how human development lends itself to jural monism, 

where monism means reverting to a single jural relationship.  Jural monism is deeply 

engrained in man’s nature, and we have a tendency to fall back to our old ways at the 

detriment to our ability to have fruitful political discourse.  Even within political 

institutions that are dualistic our penchant for monism can cause us to collapse jural 
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dualism into monism.  It is important to recognize the jural superior, and to openly 

discuss politics through the lens of jural dualism. 

2.3	  Smith’s	  Four	  Stages	  of	  Society	  and	  the	  Transition	  from	  Egalitarian	  to	  
Commercial	  Society	  

2.3.1	  Our	  Predisposition	  Towards	  Jural	  Monism	  
 

Jural dualism has not always been the predominant jural system.  Jural monism 

was the jural configuration through most of humankind’s development.  It is only in the 

last few thousand years that jural dualism supplanted monism.  The switch in jural 

configuration coincides with the rise of commercial society.  Humans have spent most of 

our time organized in egalitarian hunter-gatherer bands (Rubin 2003, 161).  The E-E 

relationship was the only jural relationship that existed.  There was no alternative to the 

E-E relationship so there was monism by default.  The S-i relationship emerged as private 

property and commercial exchange became more prevalent.  Our social structure has 

evolved to include jural dualism, however our lengthy development period as hunter-

gatherers created certain predispositions that run counter to commercial society7 (Lucas 

2010, 7).  In this section I use Smith’s four stages of society as a point of departure for 

explaining our predisposition towards jural monism. 

Smith’s four stages of society is not an accurate historical representation.  Its 

purpose is not an archaeological account, but rather to logically walk through a process of 

growing complexity in society, property, and legal institutions leading to the emergence 

of commercial society (Meeks 1976, 14 & 219-221; Brewer 2008, 20-21).  Smith is 

                                                
7	  Hayek used the term extended order, which encompasses more than just commercial 
exchange.  For more on the extended order see The Fatal Conceit. 
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describing the civilizing process.  Dugald Stewart referred to such an explanatory method 

as “conjectural history”.  Smith makes use of conjectural history in Lectures on 

Jurisprudence (LJ) and WN, which some of Smith’s notable students, such as John 

Millar, also make use of (Meek1976, 160-1; Millar 2006a, x-xii).  It was a common 

explanatory tool at the time (Meek 1976, 219-227). 

 
 
 
 

 
 

Figure 3:  The Four Stages of Society 
 
 

 
 

Figure 3 provides an overview of the four stages.  I have laid out how property 

develops through the four stages, as well as which jural relationships exist in each stage. 
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social structure with more extended forms of property and more clearly defined legal 

institutions.  Smith’s four stages consist of, “hunting, pasturage, farming, and commerce” 

(LJ, 459).  Elsewhere Smith refers to the second stage as “shepherds” as well, so I will 

use the two terms synonymously (LJ, 15).  Smith covers the four stages, to varying 

degrees, in WN and in LJ (WN, 689-694; LJ, 14-6, 20-3, 404-410; Meek, 110 & 219).  

The first stage consists of hunter-gatherer bands engaged in foraging and coordinated 

hunting parties.  The next stage is domesticating some of the wild animals to secure a 

more reliable food source.  People are still nomadic during the pastoral/shepherd stage.  

They travel with their herds as their stock grazes.  The third stage begins when people 

domesticate plant foods.  People become sedentary and cluster in villages around their 

crops.  The fourth stage emerges as consistent surplus product becomes achievable 

allowing for a more extensive division of labor and regular exchange.  People begin 

settling around centers of exchange as well as farm lands (Lucas 2010 18-34; Brewer 

2008, 3-15). 

2.3.2	  The	  Extension	  and	  Evolution	  of	  Property	  
 

The first stage is the one in which humankind has spent the longest amount of 

time.  We only emerged from hunting and gathering in the last 10,000 years (Tuschman 

2013, 205).  People were organized in small bands and engaged in subsistence hunting 

and gathering for around 100,000 years (Boehm 1999, 198).  There was little property 

beyond the self, because it would need to be transportable.  The band carried most of 

their possessions with them.  What property did exist was a combination of communal 

and private property (Boehm 2012, 37; Lucas 2010, 21-3 & 27).  Individuals owned 
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small amounts of private property such as their selves, clothes, or weapons.  The limiting 

factor of ownership was immediate possession.  Larger pieces of property such as animal 

kills and food sources were communal.  Spoils from the hunt and foraged food was 

divided amongst the group (Boehm 2012, 37). 

The social structure was egalitarian, or as Smith described it, “democratical” (LJ, 

408).  Decisions were made through consensus (Boehm 1999, 65-9; Cronk 1999, 128; 

Rubin 2003, 161; de Waal 2009, 184; Boehm 2012, 35).  That is to say, there was no 

formal institutions or formal government.  Hunter-gatherers operated solely within the E-

E relationship.  Decisions required input from the entire group and did not rely on the 

decision of a single individual (Boehm 1999, 65; Boehm 2012, 35; Brewer 2008, 11-2; 

Lucas 2010, 15-6).  

Knowing the underlying configuration of ownership and the progression of 

private property through the four stages of society allows identification of the jural 

relationships present.  The key indicator to look for is the transition from a collectivist 

configuration of ownership to an individualistic configuration.  The first three stages 

represent varying degrees of collectivist configurations of ownership and communal 

decision making.  As mankind moves from stage one to four the degree of collective 

ownership and decision making declines as private property and an individualistic 

framework takes hold.   

The first stage of society is solely jural monism.  The band operates as a society 

of equals.  The private property an individual possesses is enveloped within the norms of 

the band, which is consensus driven.  Think of membership in the band like being a 
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member of a voluntary club or association.  Clubs collectively agree to the rules they will 

follow and the process to adjudicate decisions, and bands work similarly.  As such, the 

determination of private property and ownership is dependent upon the band.  

Membership in the band is voluntary, which means the person can leave if they do not 

like the band’s decisions.   

Private property begins to expand in the second stage (LJ, 460).  Herds were 

owned by individuals, so the concept of property extends beyond immediate possession.  

A person had claim to the land while he was occupying it, but it was returned to common 

when he moved on (Brewer 2008, 11-2).  I own the land upon which my tent resides and 

my goats are feeding, but only as long as I am there.  Once I move on so do any claims I 

had to that parcel of land.  Private property and ownership is still tied to the immediacy of 

the individual. 

Domesticated animals led to an inequality in wealth, as some had more than 

others.  Inequality in ownership created a set of dependent individuals.  Those with no 

herds of their own relied on those who had herds for some of their subsistence.  The 

second stage represents the emergence of simple forms of government designed to protect 

the newly established pastoral property (LJ, 404).  The wealth inequality, private 

property, and simple forms of government converge to create an inequality in authority as 

well (Lucas 2010, 23-4).  However, there is no indication of moving beyond jural 

monism yet.  During the second stage inequality emerges, however, it is still “our” 

property with the proportions spread unequally.  Individuals maintain their flocks, but 

foraging still occurs as some resources are still shared.  Inclusion in the tribe remains a 
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consensual matter.  The largest herdsman may proclaim an intent to move his flock 

somewhere new, but the remainder of the tribe does not have to follow him.  Nor does he 

dictate the rules for what is private property within the tribe. 

The third stage, agriculture, introduces sedentary domiciles.  People begin living 

in villages organized around crop fields.  Private property is extended to land – at least to 

some extent.  There are private plots of crops, but common land existed for grazing.  The 

expansion of private property is key in establishing a fixed ownership to plots of land.  

Homes become permanent, private property (Lucas 2010, 27).  Private ownership of land 

is a key factor in transitioning from a collective configuration of ownership to an 

individualistic.  Property and ownership are extended beyond the immediacy of the 

individual.  A person now has a space of their own to retreat to outside of the group. 

The degree of inequality grows larger than it was in the shepherd stage.  Now 

individuals own both animals and land.  We are moving away from an egalitarian, 

consensus driven society towards an individualistic, commercial society.  Government is 

also becoming more complex as larger populations are clustering.  Smith mentions the 

emergence of republicanism during the agricultural stage (LJ, 408).  As society becomes 

sedentary there is a transition from direct democratic government to representational, 

republican forms.  The jural superior, and thus jural dualism, emerges in the third stage.  

Authority transitions from matters of managing the communal band/tribe to managing a 

circumscribed land region (Weiner 2013, 144-5).  

The third and fourth stages are separated by the emergence of surplus production.  

The establishment of private property in land, which allows humans to become sedentary 
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implies that he or she now has to protect that plot of land from encroachment.  It is 

reasonable to assume that institutions would arise to facilitate disagreements over land, 

and one of those institutions would be establishing a jural superior.   

The final and fourth stage is the commercial society.  As agriculture becomes 

more prevalent a surplus in production becomes possible.  Such a surplus allows for more 

extensive divisions of labor and specialization.  There is no clear-cut signal for when 

society transitions from the third to the fourth stage.  It is more like a natural progression.  

As things take off in the agricultural stage it sets all the necessary preconditions for a 

commercial society to emerge (Brewer 2008, 14).  A need arises for better defined 

property rights and legal institutions to facilitate protecting those rights as the division of 

labor becomes more extensive.  The tether between people and their property continues to 

loosen.  As the extended order emerges the use of property in complex commercial 

exchanges requires institutions that can ensure property is protected as it moves.  Wares 

are sent across oceans on boats with the faith that transactions will complete.   

The fourth stage represents the modern world.  By the fourth stage formal 

institutions have emerged that are designed to protect property and to enforce matters of 

justice.  Further, the decision-making process is no longer consensus driven.  Society has 

grown to the point that consensus is unlikely.  What may have worked for the band is 

unlikely to work for the village.  The band worked together for subsistence, but in 

agricultural societies one person’s efforts for subsistence may conflict with another’s.  

My cows may be eating your wheat, and a method for resolving our conflict is needed.  

Formal government, and thus the jural superior, take the place of the band in resolving 
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disputes.  That is to say binding decisions are handled by a formal institution and not 

consensus.  Adam Smith suggests that formal institutions emerge in order to protect the 

capital that has been accumulated (LJ, 460).  Formal institutions are a mechanism to 

move beyond the collectivist configuration of ownership. For the fourth stage to be 

successful we must move past our desire to operate as if in the early stages. 

2.3.3	  The	  Propensity	  to	  Revert	  to	  Early	  Stages	  
 

We now turn to man’s propensity to apply jural monism in the fourth stage.  

Applying jural monism to commercial society means reverting back to a collectivist 

configuration of ownership, applying egalitarianism to the extended order, or both.  I 

focus on two concepts in exploring the penchant for jural monism: the Hayekian narrative 

and recent studies in evolutionary biology. 

The Hayekian narrative characterizes Hayek’s thoughts on cultural evolution.  

Hayek was concerned with how our genetic evolution meshed with our social institutions 

such as legal systems and economics.  The Hayekian narrative captures a conflict 

between modern society and man’s predispositions based on his genetic development: 

“Fundamental to the Hayekian narrative is the idea that band-man, the hunter-gatherer of 

primeval societies, is out of his element in the modern world” (Lucas 2010, 5).   

Humans spent most of their existence in the equivalent to Smith’s first stage.  Our 

genetic makeup evolved in a stable social and economic structure.  For most of the 

100,000 years of homo sapiens’ existence we were hunter-gatherers living in small, 

egalitarian bands (Boehm 1999, 198).  Man exited the first stage of society in the last 

10,000 years leaving little time for our genes to adapt like they did in the preceding 
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millennia (Tuschman 2013, 205).  Living in a commercial society with genes developed 

in egalitarian bands can create conflicting motivations.  Our evolutionary history 

predisposes us to certain band-man mentalities that stand in contrast with how 

commercial society operates.  Band-man can be described as egalitarian, and driven 

towards consensus by a desire for encompassment within the band (Klein 2014).  A sense 

of encompassment motivates members of the band to conform to collectivist decisions.  

Smith takes note of such an occurrence when he refers to hunter-gatherers as having “the 

greatest uniformity of character”, which I read Smith as supporting the concept of 

encompassment (LJ, 493).  Uniformity of experience and behavior reinforces the 

collective’s decisions and social structure.  People get punished for doing things 

detrimental to the survival of the collective such as eating more than their share, or 

shirking their duties (Sober & Wilson 1998, 142-9; Boehm 2012, 152-3). 

Evolutionary biology also provides insight into man’s penchant for jural monism.  

Band-man was egalitarian, but there are times when a quasi-leader is needed to help form 

consensus.  Such a person is more a first among equals than a leader granted authority.  

He influences the decision process, even leads it, but does not dictate outcomes.  There 

are certain characteristics that band-man sought in such leaders imbuing upon them a 

special status, which is referred to as prestige.  “This prestige status readily forms a 

foundation for leadership in egalitarian societies,” conducing to deference and emulation 

of such prestige leaders (Henrich 2016, 118).  Prestigious members are described as 

generous and cooperative, and emulation of such prestigious members creates a positive 

feedback mechanism where the band becomes more generous and cooperative (Boehm 
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2012, 167 & 187-8; Henrich 2016, 129-130).  Cooperation and generosity are positive 

traits that benefit the band.  A band’s success can be improved by fostering such 

practices, which over time would mean the continual passing of more generous and 

cooperative genes through generations.  The encompassment aspect within the equal-

equal relationship are reinforced through the cycle of emulating prestigious members and 

gradually influencing the band’s genes.  Bands that became better at reaching consensus 

and self-regulating through encompassment were more successful at passing their genes. 

The prestige leader described by Henrich is similar to the comparative superior 

discussed in chapter one.  Both operate within the E-E relationship.  Both are judged 

worthy of respect by their peers.  Both assume a position of first among equals.  Both are 

worthy of emulation, and doing so improves the overall health of the group.  Emulating 

the prestigious leader creates a more generous and cooperative band.  Emulating the 

comparable superior raises the standard of propriety.  The similarities are clear.  The 

main difference is the prestige leader operates under jural monism.  There is only the E-E 

relationship. 

Private property and formal institutions become more dominant as we move 

through the stages of society.  Consensus driven decisions influenced by the comparative 

superior are replaced by impersonal rules, sometimes enforced by the jural superior.  

Those that acquire wealth will desire to have it protected (LJ, 208).  The formal 

institutions that protect private property will conflict with our atavistic desires (Lucas 

2010, 27-8).  We have a tendency to carry what works under jural monism into jural 

dualism.  Confusing the jural superior for a comparative superior is one way this can 
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happen by trying to shoehorn what works within the E-E relationship into the S-i 

relationship.  Continuing down this path leads to a collapsing of the jural relationships.  

Our mentality reverts back to jural monism while our institutions remain dualistic.  We 

tend to replace the jural superior with a comparative superior, or we revert to a 

collectivist configuration of ownership.  All of these reversions to monism carry 

troublesome implications.   

2.4	  Ideological	  Collapsing	  of	  Dualism	  into	  Monism	  
 

What is meant by collapsing the jural relationships is folding one of the 

relationships into the other.  The standard case is folding the jural superior, and thereby 

the S-i relationship into the E-E.  The tendency to collapse the jural relationships is not 

limited to an individual, for an individual’s thinking is shaped by ideologies.  Collapsing 

from jural dualism to jural monism is not limited to a specific ideology either.  Such 

behavior occurs on the right and the left, but in different ways.  I walk through both a 

libertarian as well as a leftist ideological collapse to jural monism.  Each ideology’s 

collapse to monism is a response to their attempt at dealing with the coercive nature of 

the jural superior.   

2.4.1	  The	  Libertarian	  Collapsing:	  A	  Thief	  Among	  Equals	  
 

At the heart of the libertarian ideology is a deep-rooted emphasis on the 

individual, the importance of private property, the centrality of liberty, and the coercive 

nature of government.  All such aspects are found in Rothbard’s The Ethics of Liberty.  

Rothbard lays out a theory based on the individual as the unit of ownership (1998, 21-2; 
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55).  Such an individualistic approach is based on the Lockean concept of self-ownership 

(Rothbard 1998, 21-4).  The primary focus then becomes the institution of justice and 

property rights (Rothbard 1998, 70).  The key feature of a Rothbardian libertarian 

ideology in relation to the jural relationships is the coercive nature of government.   

It is important to see how the Rothbardian libertarian ideology views the 

government:   

The State may therefore be defined as the organization which possesses 
either or both (in actual fact, almost always both) of the following 
characteristics: (a) it acquires its revenue by physical coercion (taxation); 
and (b) it achieves a compulsory monopoly of force and of ultimate 
decision-making power over a given territorial area. (Rothbard 1998, 172) 
 

Further, the agents of the state (jural superior) are viewed in the same way that anyone 

else is, “police must be treated in precisely the same way as anyone else; in a libertarian 

world, every man has equal liberty, equal rights under the libertarian law” (Rothbard 

1998, 82-3). The Rothbardian libertarian approach to government is to view the acts of 

the state from within the E-E relationship.  Rothbardian libertarianism makes no 

distinction between the state or citizen. 

The libertarian, in short, insists on applying the general moral law to 
everyone, and makes no special exemptions for any person or group…we 
see that it [the state] is universally allowed, and even encouraged, to 
commit all the acts which even non-libertarians concede are reprehensible 
crimes…and it lives and has its being in the practice of forcible theft, 
which it calls “taxation” (Rothbard 2006, 28-9). 
 

The actions of the jural superior are considered criminal within the E-E relationship just 

as such actions would be viewed for anyone else.  Rothbardian libertarians view taxation 

as theft.  There is no difference between your paycheck being deducted an income tax, or 

you getting robbed on your way home from the bank. 
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Rothbardian libertarians view the government as an equal engaging in criminal 

acts through coercion.  Such views are not limited to taxation.  Any policy that imposes 

controls on individual choice, or confiscates personal property, is regarded in the same 

manner (Rothbard 2006, 28-9).  Prohibition of alcohol limits what a person can choose to 

do with his or her money and time (Rothbard 1998, 78).  Likewise, forced participation is 

viewed negatively such that jury duty and military conscription are seen as forced labor.  

Forcing someone to work, or serve, the government is a violation of the individual’s self-

ownership (Rothbard 1998, 83).   

Under jural dualism the government is not a thief coming into your home by the 

cover of night to abscond with your property.  The jural superior’s actions are overt.  

Everyone knows what is going on.  The government is institutionalized initiation of 

coercion, which is common knowledge.  The government announces that it will take 25 

percent of your income, and no one is surprised when it happens.  Yet the Rothbardian 

approach would label such an act as criminal.  If your boss, neighbor, or even a stranger 

takes 25 percent of your income you have a valid violation of justice.  The libertarian 

approach treats government the same. 

At the root of all of these policies is the libertarian’s collapsing of the jural 

relationships from dualism to monism.  The Rothbardian ideology operates with everyone 

within the E-E relationship.  Therefore, the rules of justice apply equally.  Expectations 

about both commutative and distributive justice are extended to all parties.  The 

libertarian collapse from jural dualism to monism places the jural superior into the E-E, 
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and applies the same grammatical standard for the jural superior.  The magistrate and tax 

collector is expected to behave similar to the butcher and brewer.  

 
 
 
 

Table 5:  Semantic Differences Between Dualism and Monism 
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Intervention Assault 
Prohibition Assault 
Taxation Theft 

Conscription Slavery 
Jury Duty Slavery 

Corvée Slavery 
War Murder 

 
 
 
 

Table 5 contrasts how government action is described under jural dualism and 

libertarian monism.  Under the jural dualism column are coercive government actions.  

The right column lists the corresponding criminal action that Rothbardian libertarianism, 

and other anarchistic libertarian or anarcho-capitalists, attribute to that government 

action.  Rothbardians collapsing to jural monism flattens the semantics involved in 

evaluating government action.  Some of the government actions in Table 5 have varying 

degrees in which such policies can be applied.  Regulating the sale of rocket propelled 

grenades is not the same thing as regulating the size of sugary soft drinks.  Most 

reasonable people would agree there is a justifiable case for diminishing the liberty of a 
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private citizen by preventing the purchase of grenade launchers.  The case for outlawing 

Super Big Gulps is tenuous at best.  Yet Rothbardians label both as assault, because the 

government is threatening the use of force to control a person’s behavior.   

Rothbardians collapsing the jural relationships makes useful political discourse 

more difficult by flattening out the coercive nature of government.  Flattening the 

semantics of government action down to criminality prevents useful political discourse 

from occurring.  Discussion must overcome the flattened Rothbardian semantics of 

criminality before a serious engagement with policy can occur, and serious engagement is 

necessary for the advancement of sound ideas for reform.  Calling all government action 

criminal asserts a posture that closes off any further discussion.  Such an anarchistic 

position is okay when discussing the ideal society, but it is cumbersome when trying to 

engage the world we live in.  The coercive state exists and, it is here to stay.   

Coercive policies come at the cost of diminished liberty.  The question becomes, 

which violations of justice should be tolerated at the expense of liberty?  Semantics 

matter when parsing matters of justice.  Parties must agree on the presumptions necessary 

to establish who has the burden of proof.  Jural dualism and libertarian monism both 

utilize a presumption of liberty, so the burden of proof rests on those advocating 

reductions in liberty.  Having agreement on the presumption of liberty allows us to move 

onto the libertarian monists’ flattened semantics.   

Imagine a debate between the status quo policy and a proposed policy increasing 

liberty relative to the status quo.  Beauticians currently have to be licensed by a state 

control board, and a congressman has proposed that instead of licensing beauticians the 
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state mandates that beauticians need only be insured.  The proposed policy still regulates 

beauticians, but in a less stringent manner.  Rothbardian libertarians would approach both 

policies using the same semantics.  Licensure and verified insurance are both forms of 

assault on the beautician.  Both policies threaten the use of force towards beauticians 

trying to work without satisfying the state, and with such semantics it becomes more 

difficult to argue for reform.  Even under the presumption of liberty who has the burden 

of proof from the libertarian monistic view?  The libertarian monists’ criminal talk makes 

it unclear whether it is the status quo or the reform, because both policies are criminal.  

Jural dualism acknowledges the state as the jural superior without engaging in such 

criminal talk.  The jural dualist approaches the policies with semantics that put the 

coercive nature of the government in the forefront, but accepts the nature of the jural 

superior.  The proposed reform is preferable to the status quo in terms of liberty, even if it 

is still undue regulation.  From the jural dualists’ point of view the burden of proof is on 

proponents of the status quo, which is clear from the outset.  

Now imagine a similar case where the status quo is licensure and the proposed 

policy is to require insurance as well.  Libertarian monism has the same problem as 

before.  It is unclear which side has the burden of proof.  The opposite case remains for 

jural dualism.  The burden of proof rests on proponents of reform, because the reform 

reduces liberty relative to the status quo.  Under libertarian monism meaningful policy 

discussion cannot occur without sorting out the burden of proof.  Flattened semantics 

make it more difficult to establish the burden of proof and limits policy engagement. 
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2.4.2	  Leftist	  Collapsing:	  Us	  Taking	  Care	  of	  Us	  
 

I am speaking of the social democrat when I use the term leftist, and the leftist 

ideology, too, is capable of collapsing the jural relationships.  At the heart of the the left’s 

path to jural monism is collective ownership.  Think of the government as an overlord 

under the collectivist configuration of ownership (Klein 2011, 166).  The collectivist 

configuration envelops property within a collectively owned frame, which is then defined 

by the territorial domain for contractual agreement between the people and the 

government.  We each own our own property, but underneath the individual’s ownership 

rests an enveloping contract that defines what a person can do with their property.  

Private property and individual contracts rest on top of a substratum, as it were, that is 

managed by the government as the overlord.  When the government redefines the 

conditions of the contract, it is redefining the terms under which each member of the 

group, a part of the “Us”, can use their portion of the group’s possessions.   

An analogous description is the government as the owner of an apartment 

building and the individual as the tenant.  The tenant has some degree of freedom in what 

he or she can do within the apartment, but it is always subject to the agreement between 

the owner and the tenant much like the agreement between the citizen and the polity 

(Klein 2011, 166-167).  Under the collectivist configuration the owner’s actions are 

voluntarily circumscribed by the rules of the polity.  The relationship is voluntary 

because one is free to leave.  But as long as one’s property (including one’s person) are 

dependent and standing on the collective property (the substratum) one is bound by the 

rules thereby voluntarily agreed to. 
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The overlord can change the contract unilaterally.  The government as overlord 

manages the substratum upon which individuals operate by controlling the rules for what 

a person can do with their property.  Defining or modifying those rights is a matter of 

managing the substratum.  When, for example, redistributive policies are enacted the 

policy is not considered coercive.  Rather, it is a matter of “Us” taking care of “Us”.  The 

takings that are to be redistributed are not the jural superior coercing the inferior.  Instead 

it is the government, as an equal, making a becoming use of what is “Our” own.  The 

leftist ideological slide to jural monism is one in which matters of CJ are turned into 

matters of DJ.  Such conflation occurs because the left collapses the jural relationships 

into a single E-E relationship with a collectivist configuration of ownership.  

The collectivist configuration of ownership predominant in the social democratic 

ethos has been present for quite some time, as early as the turn of the nineteenth centure: 

In his 1894 book The Sphere of the State, the American writer Frank 
Sargent Hoffman explained: “The natural right to property, therefore, is 
ultimately resolvable into a State right. The people, as an organic 
brotherhood, are to decide what disposition is to be made of all 
property…The supreme ownership of all the natural sources of property is 
with the State (Klein 2011, 166).  
 

The social democrat collapsing to monism approaches the jural superior differently than 

the libertarian case.  A collectivist configuration of ownership allows the social democrat 

to collapse the jural relationships and seemingly avoid the problem of coercion.  Where 

Rothbardians collapsed to the E-E and applied the same standards of CJ to the jural 

superior, the left collapses to the E-E relationship and uses a collective configuration of 

ownership to swap matters of CJ to DJ.  The jural superior is replaced by the polity and it 
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is not coercion when the polity changes the substratum, rather it is a becoming use of the 

people’s property. 

An example of such argumentation can be found in Samuel Fleischacker’s On 

Adam Smith’s Wealth of Nations.  Fleischacker argues in favor of redistributive policies 

specifically aimed at the poor, and uses Smith’s justices as justification.  It becomes the 

government’s “duty” to address poverty, and Fleischacker claims that Smith’s concept of 

distributive justice supports such a position (2004, 226).  Government engages in 

distributive justice in what, as an equal, would be considered charity.  But the above 

passage does not address the underlying configuration of ownership.  We turn to another 

passage of Fleischacker’s for that: 

It is therefore quite reasonable to look on my earnings as not purely “my” 
money, as the product, rather, of a collaborative effort between me and my 
neighbors and political officials, and to suppose that I owe some of those 
earnings back to the society, and government agencies, that have helped 
me (Fleischacker 2004, 194). 
 

Fleischacker implies that the individual and the state are so heavily entwined that they are 

inseparable.  The efforts of the individual are simply a part of the whole, and cannot 

succeed without the support of the whole.  Meanwhile, the whole is defined by the polity.  

He is reinforcing the necessity of the “Us”, as in E-E. 

Another piece to the leftist collapsing of the jural relationships is their 

transformation of DJ.  Smith’s DJ is focused on the individual and the individual’s 

property (Klein 2017, 26).  Smith defines distributive justice as “proper beneficence, in 

the becoming use of what is our own” (Smith TMS, 270).  One might point at Smith’s 

use of “our” and read it as plural and political.  That would be misreading Smith.  Smith 
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makes the point to differentiate his use of DJ from that of Aristotle’s by footnote in TMS.  

Aristotle’s conception of DJ entails communal property being dispensed (Smith TMS, 

269*).  Smith’s footnote implies his desire to separate his conception of DJ from the 

Aristotelian conception (Lucas 2010, 67).  Peter Minowitz notes, “’Smith’s decision here 

to employ a footnote, especially given the paucity of footnotes in The Theory of Moral 

Sentiments, suggest the distance he wishes to put between his own position and a more 

political approach to justice’” (Klein 2017, 26; Minowitz 1993, 50).  Smith’s DJ focuses 

on what the individual should do with his or her property while Aristotle focuses on what 

the community should do with its property.  The two differ as to what party owns 

property. 

The left shifts the focal point of DJ from the individual to the community.  They 

shift from a Smithian, individualistic DJ to a collectivist DJ.  Your wages are yours to 

spend just like your apartment is yours to decorate.  You pay taxes much like you pay 

rent to the overlord.  Those taxes are communal property overseen by the government for 

the benefit of each member.  Writing the regulations and tax code, and distributing the 

communal property are then matters of making a becoming use of what is “the people’s” 

resources.  The concept of DJ has been shifted from the individual to the collective.  The 

government is an equal, and the property is communal.  It is still owned by the 

individuals of the community, but managed by the government as officers of an immense 

voluntary club. 

I have discussed how two differing ideologies lapse into jural monism.  Each 

ideology flattens the jural relationships down to one, the E-E relationship.  Rothbardians 
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emphasize the government as an equal, and then apply the same expectations of an 

individual onto the government.  By doing so they label the government criminal on the 

grounds of violating CJ.  The social democratic ideology takes the opposite approach 

when treating the government as equal.  The government is engaging in sanctioned 

exercise of DJ using collective property.  Each ideology uses one aspect of Smith’s 

justice to serve their purpose.  Rothbardians use CJ to claim all government action is 

coercive and criminal.  Leftists, under a collectivist configuration of ownership, justify 

why government action is not coercive.  Changing the rules pertaining to activities upon 

the substratum is making a becoming use of what is “Ours” and consistent with DJ.  

Underlying each approach is a different configuration of ownership.  Rothbardians use an 

individualistic configuration and leftists a collective configuration of ownership.  

2.5	  Accepting	  Jural	  Dualism	  
 

Returning to one of my original questions, what has happened to superior talk?  It 

was a common concept treated by a number of historical scholars spanning Adam Smith 

and the rise of classical liberalism.  Yet it has fallen out of favor.  Perhaps a literal 

superior is too jarring for modern vernacular.  Perhaps we find it uncomfortable to 

address the jural relationships directly, so we make indirect references.  We are doing 

ourselves a disservice by avoiding superior talk.  The jural superior is still there.  Failing 

to address the jural superior openly and directly forces us to talk around it through 

flattened semantics, different configurations of ownership, and unclear presumptions.  

Our tendency to collapse the jural relationships and revert to monism coupled with an 

avoidance of superior talk makes it far more difficult to discuss government policy.   
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I implore my readers to accept jural dualism.  Accepting jural dualism does not 

imply accepting any specific policy prescriptions.  It does create a common set of 

expectations, such as a presumption of liberty.  It is my opinion that doing so will create a 

more useful political discourse.  Agreeing on the existence of a jural superior is a first 

step in facilitating the discussion about what the proper roles of government are, so we 

can better address the question of whether the jural superior should be doing something in 

the first place. 

Adam Smith laid out three proper roles for the government: the administration of 

justice, national defense, and public goods (Smith WN, 689-814; LJ, 5-7.  It is hard to 

argue with the fundamental principles of the first two.  No society can long stand without 

a functional administration of justice or protection from being conquered.  Both aim at 

protecting property.  One from internal the other from external threats.  The third role, 

however offers the greatest source for debate and confusion.  Public works and public 

institutions is vague and open to interpretation.  Further, it is doubtful that Smith’s 

discussion in Chapter V is an exhaustive list (WN 723-816).  A person’s ideological 

preferences certainly influence what he or she believes is appropriate.  But antecedent to 

such debates should be agreed, consistent ground rules.  Otherwise we talk past one 

another with little hope to ever reach the other side, much less persuade.  Accepting jural 

dualism provides a commonality from which we can depart:  Under jural dualism the 

actions of the jural superior are coercive.  Such coercion is out in the open and 

understood.  As a general principle, as opposed to specific policy, it is accepted.  The 

focus of debate can turn to whether specific policies are appropriate, and to what degree.  
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We should be addressing whether the government should be coercing us to do, or not do, 

something rather than whether the government’s actions are coercive to begin with.  

Consider organ market legislation as a good case study to walk through.  Organs 

can only be donated for free from living donors or received from cadavers.  

Compensation for donating is illegal.  Many individuals sit on waiting lists in need of an 

organ transplant, and a significant shortage exists (Diesel 2010, 320-321).  Addressing 

the jural relationships frames the debate.  Under jural dualism the configuration of 

ownership would imply that the donor and receiver have ownership of their respective 

bodies.  The current legislation is then a coercive policy preventing a market transaction.  

The debate can then proceed by addressing two issues.  Is it appropriate to coerce by 

preventing such actions, and to what extent?  Perhaps some reforms from the current 

policy would be acceptable like allowing donors to be compensated, but not allowing 

recipients to purchase an organ.  Donors could receive subsidized healthcare or 

educational benefits like a college fund if monetary payments are unconscionable (Diesel 

2010, 324).  Reverting to jural monism makes policy debate more difficult.  Anything 

short of market exchange is still criminal under libertarian monism.  Banning organ 

exchange is not coercive under a collectivist configuration of ownership.  Instead the ban 

on organ exchange is just a matter of limitations specified in the contract with the 

overlord.  You do not have the right to transfer ownership of your body parts.  Under 

jural dualism, there is room for debate as to whether the government should  be allowed 

to intervene.  Under monism, there is no question as to whether the government can 

intervene.  For Rothbardians the answer is no, the government has no right to control you.  
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For social democrats the answer is yes, the government is simply managing the 

substratum.  Trying to change the current policy then becomes more difficult if you must 

persuade those that have collapsed to jural monism.  They view their actions as doing 

what is best for the group.  Reverting to social democratic monism changes 

presumptions.  Collapsing the jural relationships changes the connotations and 

presumptions associated with how we talk about government action.  Collapsing the jural 

relationships establishes a separate set of semantics that must be overcome before 

addressing the merits of a policy, which makes discourse all the more difficult. 

By collapsing into monism and placing everyone within the E-E relationship it 

becomes more difficult to identify what should or should not fall under Smith’s third role 

of government.  Libertarian monism would approach anything under Smith’s third role 

from the same perspective of criminality.  For social democratic monism, anything can 

fall under the collective configuration of ownership and thus the purview of the 

government as “the people’s steward”.  If the law is no longer a violation of liberty, then 

a presumption of liberty no longer places a check or challenge to the validity of the law. 

Liberals are better served by accepting jural dualism openly.  It facilitates a more 

useful discussion about the proper roles of government.  Accept that the jural superior is 

not an equal, that its actions are coercive, and that debate is open regarding what is proper 

for coercive policy.  Jural dualism does not imply that certain ideologically preferred 

policies are off the table.  It just reframes the policy.  Taxation and the minimum wage 

are coercive.  That does not mean that taxation should be reduced or the minimum wage 

lowered; that is another debate.  It does mean we should ask whether such policies are 
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effective in achieving their desired purpose, and whether we should be willing to accept 

the loss in liberty to implement them. 
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3 ADAM SMITH ON USURY:  AN ESOTERIC READING 

3.1	  Introduction	  
 

Adam Smith is known for having a strong presumption of liberty8.  That is why 

policies diverging from Smith’s presumption of liberty receive so much attention and 

scrutiny.  One such case is Smith’s support of the status quo on usury.  Smith 

recommended a policy of regulating the legal rate of interest at “somewhat above the 

lowest market price” (WN, 356).  Under Smith’s presumption of liberty, the burden of 

proof rests on the proponents of policy violating liberty.  Such should be the case when 

the status quo is to regulate interest rates.  One would think then, that Smith’s support of 

the status quo would come with a convincing argument for reducing individual liberty.  

Yet such is not the case.  Jeremy Bentham, one of Smith’s own contemporaries, 

demonstrates how flimsy Smith’s defense of usury is.  Bentham’s takedown serves as the 

springboard for most modern scholars whom take the track that Smith was simply wrong.  

Most authors argue he either stubbornly held fast knowing he was mistaken, or secretly 

yielded that Bentham had the better position. 

Smith is oddly silent on the matter.  It is unquestionable that Smith knew of 

Bentham’s critique.  It is unlikely Smith ever penned a direct response to Bentham’s 

                                                
8 Numerous authors have noted Smith’s strong presumption of liberty.  See Viner, 1927; 
Hollander, 1973; Young & Gordon, 1996; Griswold, 1999; Smith, 2013; and Otteson, 
2016.	  
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letters.  No such exchange exists, and there is no secondary evidence that such an 

exchange occurred.  Further, Smith was editing and revising both his written works up 

until his death in 1790.  This includes a sixth and final edition of TMS and two editions 

of WN after Bentham’s work was published in 1787.  Yet, there is no change to Smith’s 

passages on usury after Bentham’s letter.  Why would Smith choose not to respond given 

he had the opportunity? 

I contend that Smith’s unusual silence was not out of pride or resentment.  Rather, 

Smith’s position on usury is a case of esoteric writing.  Smith’s support for the status quo 

provides a cursory justification that allows him to avoid persecution or punishment from 

the powerful social forces of religion and the state, all the while hiding his true message.  

Smith’s underlying message is one of liberty running counter to traditional church dogma 

and state sanctions.  Smith downplayed his presumption of liberty on usury to avoid the 

attention of the church and crown.  Smith’s flimsy argument for the status quo serves as a 

signal to his attentive readers that his true message is counter to his written words. Rather 

than supporting the status quo Smith used a weak and fallible argument supporting usury 

as a foil.  Bentham exposed Smith’s veiled defense of usury and brought to light Smith’s 

underlying intentions.  

I begin by providing a brief, but broad, history of usury policy leading up to 

Smith’s time to contextualize how strongly the state and religion played a part.  There are 

two general themes that underpin usury policy stemming from two traditions.  I show 

how the two traditions evolved from their origins through the 1700s.  Having set the 

stage, I go through Smith’s position and Bentham’s critique to show how weak Smith’s 
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argument for the status quo was.  Further, I provide evidence that some of Smith’s 

contemporaries admitted to Smith in personal letters that they engaged in esoteric 

writing.  I then survey a broad collection of works on Smith’s usury policy to 

demonstrate the vast majority of authors take Smith at his word and never consider that 

Smith may have had an ulterior message.   

I provide evidence of Smith’s awareness of esoteric writing.  I then move on to 

the case for an esoteric reading of Smith.  I first introduce the concept of esotericism 

including why an author would write esoterically and some common practices.  I close by 

showing a policy contradictory to church and state would be dangerous given the 

religious and political landscape of Scotland during Smith’s life.  Usury policy is 

arguable one of the most controversial policies that Smith addresses, which makes its 

incongruence with Smith’s overall message significant.  Smith was a revered public 

figure and intellection who engaged with members of both church and state.  It would be 

wise for Smith to temper his words on the topic of usury lest he risk his social position 

and influence thereby undermining his liberal project. 

3.2	  Usury,	  the	  Status	  Quo	  
 

Before diving into the debate between Smith and Bentham, or Smith’s esoteric 

message on usury, a brief history of usury will help frame the discussion.  There were 

two distinct traditions that influenced British thought leading up to Smith’s time.  How 

usury policy changed can be seen by the shifts in opinion surrounding these two 

traditions.  Further, differentiating between the types of loans most prevalent in different 

time periods reinforces why such a dramatic shift in opinion could occur during Smith’s 
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lifetime.  Loans can be broken down as either consumptive of productive.  These terms 

are unlikely to appear in the source texts leading up to Smith, but nonetheless they are 

useful for showing how dramatic commercial expansion was during Smith and 

Bentham’s lifetime.  After reviewing the two traditions, Judeo-Christianity and Greek 

Philosophy, I address how the proportion of consumptive versus productive loans would 

influence the culture’s opinion on loaning money. 

3.2.1	  There	  are	  Two	  Types	  of	  Loans,	  and	  They	  Matter	  
 

Distinguishing loans as consumptive or productive is useful as a historical 

distinction, which will allow us to trace how each type of loan has been viewed over 

time.  Further, we can explore which type of loan was more prevalent in different time 

periods, and discuss how such prevalence impacts usury policy.  Both Jewish tradition 

and the Greeks were interested in the proper role of money within their society, and how 

it would affect the members of their society.  The evolution from primarily consumptive 

to productive loans provides a narrative for the gradual migration of usury policy from 

prohibition, regulation, and eventual acceptance.  Smith makes the distinction between 

productive and consumptive loans, so the distinction is apt when we tie our usury 

discussion back to the Smith-Bentham debate (Smith WN, 339). 

Consumptive loans are intended to provide a person with immediate funds to 

satisfy some form of consumption.  Smith makes reference to such a loan as 

unproductive.  Smith refers to such loans as unproductive because the money is being 

spend to satisfy an immediate consumptive need instead of being used as an investment 

that would lead to greater future production.  The alternative use of the same funds could 
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have been funding an investment loan that would have led to higher production (Smith 

WN, 339).  In other words, the alternative to a consumptive loan is a productive one.  

There is a difference in how Smith approaches consumptive loans compared to the 

historical use.  A person borrowing money to buy food or pay their rent is an example of 

what is traditionally a consumptive loan.  People are borrowing to avoid suffering and 

hardship during time periods when starvation and malnutrition were persistent threats, 

and people were often agrarian.  In Smith’s usage, consumptive loans are of a less dire 

nature, but the sentiment carries through.  Someone is borrowing to satisfy their desire for 

material goods and services.  Car title loans or payday advances are modern equivalents 

of consumptive loans.  Such loans carry a negative connotation, as did consumptive 

loans. 

Putting consumptive loans into the broader, historical context helps to illuminate 

why usury is viewed so negatively.  In a society that either has little physical capital, like 

the ancient Hebrews, or highly concentrated capital, such as feudal Europe, the 

predominant form of a loan is consumptive.  Under such conditions, where individuals 

already have thin margins in terms of expendable income, loans are a matter of last 

resort.  Most loans are not for entrepreneurial purposes.  Rather people are trying to get 

enough funds to survive through a rough period.  Later, the more common case would be 

when the borrower is shortsighted and recklessly consuming beyond their means.  Such 

behavior would fall under what Smith called prodigality (WN, 339).   

Productive loans are intended to fund something that creates or enhances wealth 

through production.  Buying a tractor to cut and bale hay raises a farmer’s 
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productivity.  More effectively baling hay means the farmer can produce more hay per 

day, or the same amount of hay in less than a day, allowing him to expend time or money 

on something else.  Productive loans correspond to investment.  In modern times, 

productive loans are quite prevalent, but in ancient times – especially prior to the 

industrial revolution – productive loans were less frequent.  There are numerous 

precursors for productive loans to outpace consumptive.  First production must exceed 

consumption.  There must be stock left over after annual consumption.  Such stock can 

then be used to fund productive loans.  Second, there must be a reliable medium of 

exchange.  Individuals need a store of value that persists through seasons.  Stable credit 

markets, such as effective lending institutions, are also necessary before productive loans 

can grow to a larger proportion than consumptive.  Such institutions were often weak or 

lacking during the periods of Judaism and Christianity when scriptures on usury were 

written.   

3.3	  Two	  Philosophical	  Tracks	  Unified	  by	  the	  Scholastics	  
 

Usury policy in Britain was heavily influenced by two different philosophical 

sources, one religious and the other philosophical.  For Britain, the two sources were the 

Judeo-Christion tradition and classical Greek Philosophy.  At first glance, the two appear 

odd bed fellows, but the Scholastics served as a crucible for ancient texts.  The two tracks 

were blended and a single strand of moral-philosophical arguments proceeded from the 

Scholastics into Smith’s time. 

3.3.1	  The	  Religious	  Roots	  of	  Usury	  Policy	  
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The history of usury can be traced as far back as man’s written history.  My 

primary focus is on the Jewish and Christian treatment of usury, because the Scottish 

religious landscape is predominately Catholic and Protestant during Smith’s time.  Hence 

religious justifications for usury laws start with the Old Testament, and continue through 

the New Testament and Papal Edicts.  However, it is interesting to note that some of the 

non-Judaic cultures also had usury laws during ancient times.  Highlighting the breadth of 

cultures with usury laws shows the predominance of such policy.  It was not just Judaic 

cultures that opposed usury.  Laws governing the legal rate of interest can be found as far 

back as ancient Babylon and Assyria (Houkes 2004, 7).  In commercially active cultures 

such as Babylon and Assyria interest was allowed, but maximum rates were set by 

legislation (Houkes 2004, 8).  Some form of usury laws can be found all the way across 

Europe and Asia from England to India, and even China (Houkes 2004, 23-28).  

Commercially active cultures are the ones tending to allow some form of interest to be 

paid.  Trade occurred within the society and amongst neighboring cultures (Houkes 2004, 

411).  Vibrant trade and sedentary culture is necessary for what Smith would later refer to 

as productive loans.   

Usury is not limited to the Judaic cultures.  However, Christian views on usury 

play a strong role in forming and maintaining the status quo of Smith’s time.  The 

Israelites took a less favorable position on usury than some of their more commercially 

active counterparts.  The Hebrew nations were close-knit and pastoral when their laws 

governing usury developed.  The Israelites, and their policies, can be juxtaposed to the 

Mesopotamian civilizations who were sedentary and more heavily involved in 
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commercial trade with other cultures. While some cultures controlled the rate of interest 

the Hebrews completely banned any form of interest amongst themselves.  An Israelite 

could only charge interest when dealing with a gentile (Houkes 2004, 15-6).   

The common theme in Jewish scripture addressing usury is charity.  The emphasis 

is on helping those in need, and not one of investing for future production.  A passage 

found in Deuteronomy addresses the strong sense of charity, “’If one of thy brethren that 

dwelleth within the gates...come to poverty; thou shalt not harden thy heart, nor close thy 

hand.  But shall open it to the poor man’” (Houkes 2004, 18). Another passage in 

Deuteronomy specifies the exception to a ban on interest when a loan is between 

Hebrews and non-Hebrews (Jones 2004, 18-9).  There is a distinction being made 

between Hebrew and outsider that establishes a strong sense of community defined by the 

Jewish faith: “’unto a foreigner (nokri) thou mayest lend upon usury; but unto thy brother 

thou shalt not lend upon usury.’” (Houkes 2004, 18).  The same message is echoed in 

Exodus where the focus is on lending to the poor, “’If thou lend money to any of my 

people with thee that is poor, thou shalt not be to him a creditor (nosheh), neither shall ye 

lay upon him usury (noshek).’” and in Leviticus “’If thy brother be impoverished…Thou 

shalt not give him thy money upon usury’” (Houkes 2004, 17).  The ban on usury is 

dependent on whether the person is a member of the community.  Profit does not appear 

to be the enemy, at least not if it is pursued without the intent to prey on someone’s 

misfortune. 

The consequences of failing to pay back a loan were dire.  People lost their 

homes, their clothes, and even their sources of income.  The worst debtors were subject to 
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slavery as a form of payment, risking their own and their family’s freedom (Houkes 

2004, 18-20).  Again, the recurring theme is one of helping out a struggling fellow 

Hebrew so that such circumstances do no arise.  Interestingly missing from these 

collected passages are any mention of productive loans.  The scriptures focus on loans to 

individuals that are struggling, not loans to individuals looking to establish a business, 

expand a business, or endeavor to innovate. 

The Judaic scriptures on usury can be generalized into a moral argument: lending 

at interest to those within your community is divisive and detrimental to social cohesion.  

Loaning with interest also affects the lenders by diminishing the individual’s sense of 

value by being charitable.  The negative consequences of usury are thus twofold.  The 

person’s character, and their soul, suffer when they worry more about profiting from 

other’s misfortune than they do about helping a brother in need.  Society suffers by 

allowing such behavior to persist, which leads to larger problems maintaining social 

cohesion.  Social cohesion and cooperation are extremely important in societies that lack 

formal institutions more prevalent in sedentary societies. 

We now turn from the Jewish tradition to the Christian tradition to see how the 

views on usury change as we move towards the modern era.  The Old Testament passages 

coupled with a few New Testament passages form the basis of the Christian scriptural 

position on usury (Rockoff 2009, 288).  The New Testament passages in Matthew and 

Luke are not explicitly against charging interest.  In fact, they appear to endorse the act of 

charging interest, “’And why didst thou not give my money into the bank, than at my 

coming I might have exacted it with usury’” (Houkes 2004, 54).  Unlike the Old 



82 
 

Testament passages, however Matthew and Luke do not connect the act of charging 

interest to that of people borrowing out of necessity.  The passages appear much more in 

line with capital available to be lent which sounds more like a productive loan.  However, 

early Christian leaders invoke the same arguments of charity against usury as is found in 

the Old Testament.  The target of these leaders are loans to those in need (Houkes 2004, 

53-6).  The doors have opened wider to the usefulness of productive loans, even if the 

initial fears about the effect of usury on the individual and society found in Judaic 

scripture persist. 

The early church primarily focused on banning clergy from engaging in usury, but 

as the church become larger, more organized, and more powerful usury laws were slowly 

extended to all of Christendom.  Along with the extension in purview of usury laws came 

a shift in the rationale for such laws.  The justification shifted from impacting the virtue 

of charity to violating justice.  Such a shift coincides with the rise of a unified church and 

political power (Houkes 2004, 101).  Church doctrine became binding law.   

We have explored the history of usury up to the 12th century, which for the most 

part, was a period of slow economic growth and little wealth accumulation.  Opponents 

of usury place the emphasis on consumptive loans rather than loans producing economic 

growth.  The emphasis specifically focuses on the negative effects lending has on the 

moral character of those involved. The desire is to prevent people in need from paying 

interest on loans, because preying on the misfortunes of others erodes the social cohesion 

of the community.    
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Around the 12th century come the Scholastics.  The Scholastics represent an 

intersection between the two main avenues of usury policy.  Let us turn to the second 

track of thought, the Greeks.  Once the Greek tradition has been explored the foundations 

for the two major schools of thought have been set and we can continue our journey 

through usury on a common track with the Scholastics. 

3.3.2	  The	  Aristotelian	  Roots	  of	  Sterile	  Money	  
 

Plato and Aristotle are the most dominant philosophers discussed on matters of 

usury, but other philosophers such as Xenophon and Cato the elder also wrote about 

usury.  Xenophon advocated a public fund that provided loans to farmers.  He described 

money lending as a dirty trade, but recognized it benefitted society (Houkes 2004, 40-1).  

Cato took a much harsher stance on money lending.  He considered the act as heinous as 

murder (Houkes 2004, 47).  There were varying degrees of resistance toward usury, but 

for the most part the ancient philosophers saw the act as detrimental to society and to the 

individuals involved.   

The two most influential philosophers that dovetail with the religious tradition are 

Plato and Aristotle.  Plato’s discussion on usury was cursory, but as Aristotle’s teacher, 

he is considered influential in motivating Aristotle.  Plato’s first mention of usury comes 

in the Republic.  He suggests that charging interest is counter to the morals of a virtuous 

citizen.  Allowing interest to be charged invites unwanted behavior such as “negligence, 

licentiousness, and poverty” (Jones 2004, 22-3).  Plato’s more cited discussion on usury 

occurs in Laws: 
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‘Whoever has previously received the work ordered and fails to pay the price 
agreed shall be bound to pay double the price and if a year has elapsed, 
although all other monies on loan are barren, this man shall pay as interest 
one obol on each drachma for every month of arrears’ (Jones 2004, 23) 

 
Plato’s one sentence above begins the history of sterile money.  An idea that is matured 

by Aristotle, and central to the Scholastics’ position on usury (Langholm 1984, 15). 

Aristotle addresses usury in both Politics and Nicomachean Ethics.  The first 

distinction of sterile money comes from Politics: 

There are two sorts of wealth-getting, as I have said; one is a part of household 
management, the other is retail trade: the former necessary and honorable, while 
that which consists in exchange is justly censured; for it is unnatural, and a mode 
by which men gain from one another. The most hated sort, and with the greatest 
reason, is usury, which makes a gain out of money itself, and not from the natural 
object of it. For money was intended to be used in exchange, but not to increase at 
interest. And this term interest, which means the birth of money from money, is 
applied to the breeding of money because the offspring resembles the parent. 
Wherefore of an modes of getting wealth this is the most unnatural. (Aristotle 
2006, I.X) 

 
In Politics Aristotle describes charging interest as unnatural.  Money is a human creation 

designed as a medium of exchange, and it is improper to use money for any other purpose 

(Langholm 1984, 63).   

Aristotle also mentions usury in Nicomachean Ethics:   

‘[People] go to excess in taking, by taking anything from any source…[U]serers 
who lend small amounts at high interest…take the wrong amounts from the 
wrong source…And currency has become a sort of pledge of need, by 
convention; in fact it has its name because it is not by nature, but by the current 
law, and it is within our power to alter it and to make it useless.’ (Jones 2004, 
24) 
 

Again, Aristotle reiterates that profit is a natural byproduct of man’s working something 

natural by creating, or modifying the natural product.  Money is a creation of man, so 

profiting from it is inherently unnatural.  Aristotle’s position on the proper use of money 
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and its effect on human behavior was used by the Scholastics to justify their prohibition 

on usury (Jones 2004, 24).   

3.3.3	  The	  Scholastics	  Unify	  the	  Religious	  and	  Greek	  Positions	  	  
 

During the period of 1100-1300 the Scholastics redefined usury by incorporating 

Greek philosophy, Roman law, and church opinion. The Scholastics ushered in a 

reinterpretation of church doctrine that was more consistent with the contemporary 

economic climate.  Commercial loans, compensation for risk, contractual partnerships, 

and distribution of profit were all revised according to the work of the Scholastics 

(Houkes 2004, 113-8).  The near absolute ban of loaning money at interest was replaced 

with a number of exceptions.   

The Scholastics built off of traditional religious doctrine using ancient 

philosophy, specifically Aristotle’s idea of sterile money.  Central to the Scholastic policy 

on usury “The concept of economic duress and the concept of just equivalence were both 

developed from Aristotle.” (Langholm 1984, 16).  The concept of just price was derived 

from these two concepts.  Just price was a blend of Aristotle’s Nicomachean Ethics with 

divine law.   

Aristotle had two conceptions of justice.  The first was justice as a virtue, which 

consisted in a person’s behaving moderately.  Aristotle also discussed justice in 

exchange.  Justice in exchange was a matter of equity between two people, so it is 

particular rather than universal.  Justice as a virtue was considered universal, therefore 

there are differences in how Aristotle treats the universal and the particular.  Aristotle had 

two types of particular justice.  The two particular cases of justice served two different 
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purposes.  The first is distributive justice, which is the distribution of goods based on the 

person’s social status or importance to the community9.  Aristotle’s second particular 

form of justice was corrective in nature. It was designed to establish equality between 

two individuals.  

Aristotle also made a distinction between public and private matters along the 

lines of justice.  Aristotle assigned distributive justice to public matters and corrective 

justice to private matters.  Exchanges are agreements between two individuals so 

corrective justice applies to matters of exchange (Wood 2002, 133-4).  Exchange is 

important because it ties the Scholastic’s application of justice back to exchange in the 

form of just price doctrine. 

For the Scholastics, two forces determine the just price:  the natural price and the 

legal price.  The market determines the natural price through the act of bartering and 

exchange.  The legal price is determined by legislation (Wood 2002, 143).  The 

Scholastics use the just price as a measurement of economic duress.  Duress is important 

for the Scholastics in judging whether an exchange, including loans, is one that should be 

allowed to occur.  The idea of equity in exchange comes from Aristotle’s treatment of 

justice.  For the Scholastics, this means that both parties are on equal footing when 

entering the agreement.   

In the absence of a natural price sometimes the Scholastics tried to estimate cost 

to establish a basis for judging duress (Langholm 1984, 48).  Individual agreements were 

honored unless the agreements were suggestive of an imbalance.  The just price was 
                                                
9	  Aristotle’s distributive justice should not be confused with Smith’s distributive justice.  
See the footnote in TMS, 269 for the distinction.	  
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passive when used to influence individuals in the bargaining process.  The just price was 

active when an existing agreement was compared to the just price as evidence of 

economic duress (Langholm 1984, 36).   

The Scholastics’ use of just price in assessing legality of contracts is closely 

related with the Scholastics’ idea of consent.  The Scholastics also drew their views of 

consent from Aristotle.  The scholastics believed that economic exchange could include a 

matter of coercion.  The bargaining power of one party may be less than the other causing 

the agreement to occur under duress.  Just because a person could charge up to the just 

price did not mean that they should (Langholm 1984, 40-1).   

Economic duress, equality in exchange, and the just price form the basis of 

Scholastic economics.  Scholastic usury policy stems from these concepts and the 

Aristotelian idea of sterile money (Langholm 1984, 137).  The moral imperative included 

in Scholastic economic exchange ties to the Christian idea of universal charity.  Along 

with the moral imperative of charity was the idea that usurious loans were inherently 

unjust.  Aristotle claimed that no one would voluntarily submit himself or herself to 

injustice.  Therefore, Scholastics believed that all usurious contracts were done out of 

necessity and thus entered into under duress, so all usurious contracts were unjust.  The 

final piece to the Scholastics position on usury was Aristotle’s sterile money.  The 

Scholastics took a literal interpretation of Aristotle’s statement that money cannot birth 

more money (Langholm 1984, 146-8).  Profits from lending money violated the concept 

of sterile money. 
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Langholm provides an interesting alternative interpretation to the Scholastics and 

their views on usury.  The literal interpretation of Aristotle’s sterile money is based on 

the translation of the Greek word tokos, which means both offspring and usury.  The term 

is used in Politics, were Aristotle argues that organic things can breed while things that 

are manmade (unnatural) cannot (Langholm 1984, 58-9).  The alternative interpretation 

has to do with the way the Scholastics interpreted natural.  When Aristotle uses the word 

natural he could be referring to the proper use of money and not the fact that money is 

manmade.  In Langholm’s alternate interpretation usury is unnatural not from an organic 

but a propriety standpoint.  It is not that money cannot create money, but that it should 

not create money (Langholm 1984, 62).  The end result remains the same.  Through the 

ideal of universal charity there still exists a call for Christians to engage in loans as a 

form of charity instead of as a method of profit. 

3.3.4	  Changes	  in	  Usury	  Legislation	  During	  the	  Reformation:	  Towards	  Smith’s	  
Status	  Quo	  
 

The Reformation represents a shift in the use of the term usury.  Prior to the 

Reformation usury referred to charging any interest.  After the Reformation, the term 

usury meant charging interest in excess of a legal rate (Jones 2004, 3).  Such a significant 

shift can be explained, in part, by the rise in proportion of productive loans relative to 

consumptive loans.  A burgeoning commercial society is beginning to influence church 

doctrine. 

The prohibition on usury was gradually relaxed during the period from 1100-1400 

due to the rise in commerce (Langholm 1984, 132).  Prior to Smith’s time the most 
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significant changes in usury policy occurred during the Reformation.  There are three 

major schools within the reformation that took different positions on usury.  Those three 

schools are the Lutherans, Anabaptists, and Calvinists.  Lutherans and Calvinists are 

Scotland’s largest protestant sects during Smith’s time.  While the views on usury varied 

across the sects, the most influential sect in Smith’s Scotland were the Calvinists. 

John Calvin is the most relevant Reformer from a Smithian perspective.  Calvin 

stands out among the Reformers by taking a pro-reform stance.  Calvin rejected the 

Aristotelian principle of sterile money, and the interpretation of the Old Testament 

scriptures.  He argued that the Old Testament was written to safeguard the Hebrew nation 

as it stood.  Europe in the 1500s was under different conditions, and should not be subject 

to the same constraints.  Calvin maintained, however that some restrictions on usury were 

necessary.  Commercial loans were beneficial to society, but consumption loans should 

still fall under the realm of charity.  No interest should be charged.  Calvin advocated 

regulating interest, which he was successful in doing in Geneva (Houkes 2004, 251-3).  

Calvin’s influence in Scotland comes from his disciples.  Calvin influenced an important 

Scottish Reformer in John Knox.  For a period of his life Knox was exiled from Scotland, 

which afforded him the opportunity to come under Calvin’s influence (Kyle 2001, 493).  

Knox was a key figure in motivating the Scottish Reformation (Fearnley-Sander 1990, 

332-3).  Knox’s connection to Calvin provides a direct line from the Calvinists to the 

Scottish Presbyterians.  Calvin’s position on usury is important because it influenced one 

of the two major churches present in Smith’s Scotland.  The Calvinists being a strong 
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religious contingent will be important when discussing the reasons Smith chose to be 

esoteric about usury. 

It is now time to complete the timeline leading up to Smith’s writing.  The 

religious views on usury discussed above influenced the legal rules governing usury.  

Beginning in the 1400s with reforms by the Scholastics, and much more prominently 

through the Reformation came religious revisions on usury.  As the morality of usury 

changed so did the secular laws governing it.  Starting in the 1500s the English, for 

example, abandoned the prohibition and established legal rates of interest (Smith WN, 

106.5).  The most drastic changes were to come.  The 1700s witnessed a shift in usury 

legislation as a result of the liberal movement against mercantilism. 

3.4	  The	  Smith-‐‑Bentham	  Exchange	  
 

The Smith-Bentham exchange provides the context for an esoteric reading of 

Smith on usury. We must first review what Smith says on the surface before exploring 

why Smith would have an underlying message, or what that message might be.  Smith 

addresses interest in numerous places in Wealth of Nations.  The three most pertinent 

sections are found in books I and II.  Here Smith touches on the relationship between the 

crown and interest rates, defines projectors to which he will later address his reservations 

in detail, and finally provides his argument for regulating the rate of interest (WN, 106-7, 

131-2, 350-8).  Smith’s broad message regarding interest is that it serves a useful 

purpose. One would think that a person who deeply opposes interest, or at the least 

someone cautious of the potential negative effects of capital markets on society, would 
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consistently voice their grievances.  Yet his central arguments against usury are found in 

just a few pages of a single section.   

Let us assume for the moment that Smith’s intended defense of usury is taken at 

face value.  Imagining a candid Smith puts us in the mindset of someone like Bentham, 

who is arguing for a more liberal position.  From there we will move into Bentham’s 

critique to see how one of Smith’s contemporaries challenged Smith’s surface arguments.  

The final piece to the exchange is Smith’s response to Bentham.  Smith’s response, or 

lack thereof, is evidence that there is more to the matter than meets the eye. 

3.4.1	  Smith’s	  Surface	  Argument:	  A	  Justification	  of	  the	  Status	  Quo	  
 

Within WN Smith mentions interest in numerous sections leading up to the 

passages on usury, but typically he uses interest in relation to a policy or principle.  For 

example, late in the book Smith discusses whether interest should be taxed (WN, 848).  

The concept crops up in Books I, II, and V, yet usury is only discussed in one particular 

section (WN, 69; 113; 357; 848). He provides his own definition of interest early in book 

I of WN, “That [profit] derived from it by the person who does not employ it himself, but 

lends it to another, is called the interest or the use of money.” (WN 69, italics added). 

The passages most important to the topic at hand occur on only a few pages in Smith’s 

tome.  He addresses usury in Chapter IV of Book II (WN, 356-59). Smith’s policy 

prescription is to maintain the status quo.  A deeper understanding of what that entails 

and why Smith advocates such a policy is the purpose of this paper. 

Smith opens his defense of the status quo by reiterating his belief that interest 

rates are natural and useful, and that an outright ban on interest is an exercise in futility.  
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As Smith says, “In some countries the interest of money has been prohibited by law.  But 

as something can every where be made by the use of money, something ought every 

where to be paid for the use of it.” (WN, 356.13).  It is obvious that Smith is rejecting any 

notion of Aristotle’s sterile money.  Charging interest is a natural byproduct of commerce 

and exchange.  The only impediment to such a natural progression is the unnatural 

actions of the government in the form of regulation, manipulation, or prohibition.  The 

borrower is made worse off by such policy, because he or she must pay interest to the 

lender, at the lender’s discretion, plus the additional costs of operating in a black market 

(Smith WN, 356).  The borrower in essence pays the market rate of interest plus the costs 

necessary to address the risks of criminal behavior.  If the market rate of interest is 5%, 

then the black market rate is likely to be higher due to scarcer loanable funds.  Further he 

or she pays additional fees securing the loan and compensating the lender for the risk of 

engaging in illegal lending.  Smith does not spend much time dealing with such 

scenarios, as the undesirability of such policies is obvious. 

Smith moves on to countries that do allow interest to be charged under their legal 

system.  It is interesting to note that Smith attributes the establishment of a legal rate as 

the preventer of usury.  Such a statement alone seems a non-sequitur.  If the government 

sets the legal maximum interest at 25%, then by default any rate above 25% would be 

illegal and thus usury.  If borrowers and lenders both know that loans can be made at 

rates lower than 25%, even on the black market, then the legal rate of interest is of no 

meaningful value.  Such an arbitrary practice hardly seems like a defensible position.  To 

avoid such arbitrary standards Smith utilizes the market.  The maximum legal rate should 
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float somewhere above the lowest market rate (WN, 356).  Smith suggests that doing so 

will prevent the evils of usury.   

Setting a legal rate is not easy.  Setting the legal rate below the lowest market rate 

will behave just like the a prohibition.  Borrowers will be forced to pay interest plus 

additional costs (Smith WN, 359).  Setting the legal rate at the lowest market rate is not 

effective either, because it limits the base of borrowers to those with the most collateral to 

put against the loan.  The remaining borrowers are forced out of the market.  Smith 

argues that setting the legal rate too high presents new set of concerns in the form of 

lending to the wrong type of borrower.  At above market rates riskier borrowers will 

pursue the legal loans and push out less risky borrowers (Smith WN, 356-7).  Smith is 

arguing that bad loans will crowd out safer loans (Hollander 1999, 528). 

Smith’s closing remarks of the paragraph are suggestive of the loose and vague 

nature of such legislation, “where money is lent to government at three per cent. and the 

private people upon good security at four, and four and a half, the present legal rate, five 

per cent., is, perhaps, as proper as any” (WN, 357).  Smith is acknowledging that such a 

policy is difficult to nail down, and will vary both across countries and over time.  Earlier 

Smith provides such an example by showing variations in English rates in different 

monarchies.  Rates varied from outright bans to legal rates between 5% and 10%.  It is 

interesting to note that Smith attributes Britain’s ban on usury to “religious zeal” during 

Edward VI’s reign, yet Smith refers to legal rates as “made with great propriety” (WN, 

106).  Underlying Smith’s message is an understanding that the market determines the 

rate of interest, and that any policy can, at best, attempt to incorporate the natural rate of 
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interest.  Failing to acknowledge the role of the market will undermine the effectiveness 

of the policy. 

Smith moves on to the effects of overly high legal rates.  He warns that high 

interest rates shifts productive capital towards prodigals and projectors.  Smith’s 

association of the rate of interest to the rate of profit leads him to believe that the only 

people who will pursue loans at high interest rates are those that are chasing high risk, 

high reward activities, which are pursuits that often end poorly in his mind.  Smith has 

two classes of people pursuing loans.  The first is the sober man who represents a prudent 

borrower.  The second class includes prodigals and projectors who represent the overly 

ambitious borrower.  Smith would prefer the legal limit be kept closer to the market rate 

of interest so that people pursuing lower risk, lower profit ventures would get loans.  

Setting the legal rate at just above the lowest market value keeps the prodigal and 

projectors from crowding out the prudent borrowers.  Thus, the activities funded by loans 

are more likely to be “profitable and advantageous” (WN, 357).  Smith argues that under 

his preferred policy the lender will, ceteris paribus, lend to the prudent borrower and 

eschew the riskier prodigals and projectors (WN, 357). 

Paragraphs 13-16 represent the heart of Smith’s defense of usury.  To summarize: 

interest is a good thing, but should be regulated.  Regulating interest is a bit of a moving 

target, missing the mark has negative consequences.  Legislators must find the rates that 

are just right.  Too low and individuals will incur additional costs to borrow, which 

lowers the total amount of loans making all loans costlier.  Too high and risky borrowers 
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chasing high-risk, high-reward endeavors crowd out more prudent borrowers leading to 

lost productivity.   

Smith closes his chapter with two additional remarks.  He states that legal 

restrictions below the market level will not work, because people will find ways to avoid 

the restrictions operating under the market rate of interest with additional costs from 

avoiding formal markets (WN, 358).  Then he closes the section by tying the price of land 

to the interest rate.  Land and lending money are substitutes.  People with capital can 

choose between two forms of profit: buying land and receiving rent, or lending their 

capital and receiving interest.  Rent from land is a lower risk endeavor; therefore, the 

return on rent is lower than the market interest rate.  Smith then describes the market 

process of how the two alternatives balance each other out.  He is essentially describing 

an equilibrium process.  If the return on one becomes higher relative to the regular rate of 

return for the other, then individuals shift from the lower return investment into the 

higher return.  Doing so pushes the return on the higher investment down, and back 

towards a general equilibrium (Smith WN, 358-9).  

Rather than engaging in a deeper analysis of Smith’s surface argument it is 

prudent to move onto Bentham’s challenge to Smith.  Bentham’s arguments provide a 

critique of Smith from a modern perspective, so much ground is covered already.  

Reviewing Bentham’s arguments provides enough evidence to recognize the 

inconsistencies in Smith’s position, and to move on to the question of alternative 

interpretations of Smith. 
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3.4.2	  Bentham’s	  Challenge	  
 

Jeremy Bentham, a contemporary of Smith’s, argued for a complete end to 

regulating interest rates.  Bentham made his case in Defence of Usury, a set of letters 

published in 1787 attacking the current English usury policy.  Bentham’s first twelve 

letters broadly address the arguments supporting the status quo.  The thirteenth letter is 

addressed to Smith, and focuses on Smith’s support of the status quo (Houkes 2004, 394; 

Persky 2007, 234).  The Defence of Usury is often cited as the definitive work leading to 

the eventual repeal of usury regulation (Rockoff 2009, 295).  

Bentham attacks the status quo position on usury by presenting five representative 

arguments that support usury laws, and then dismantles those positions.  The arguments 

he presents and then diffuses include the prevention of usury, the prevention of 

prodigality, the protection of the poor, the protection of the simple-minded, and the 

mitigation of damage from projectors (Persky 2007, 231).  The first four appear 

throughout his twelve letters to a friend.  I summarize these four arguments below and 

show how Bentham’s embracing of commercial society means he ignores the classical 

arguments against usury as already defeated.  The fifth argument is featured heavily in 

the thirteenth letter addressed directly to Smith, so we will spend more time on it.   

Bentham’s first argument focuses directly on whether usury laws are effective in 

deterring the types of activities they are directed at.  He argues that capping the interest 

rate is an absurd strategy for preventing usury.  The first piece of his attack focuses on the 

effectiveness of any regulatory policy.  Interest is a price, just like any other.  It is 

determined by the market.  Just like any other price interest rates fluctuate across cultures 
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and time.  What is appropriate for England in 1790 is not appropriate for Russia in 1790, 

or England in 1990 for that matter.  Bentham uses the word custom to describe this 

process (Persky 2007, 231).  Bentham further criticizes regulation by extending the 

argument used on interest rates to prices for commodities that are common to most 

individuals, like that of a horse.  Far more people agree that fixing the price of a horse 

would be both infeasible and ridiculous.  The breed, sex, age, and health of a horse are 

factors of price (Persky 2007, 232).  If all horses are not created equal, then why should 

all loans be? 

Bentham’s second argument focuses on prodigality, which are one of the groups 

central to Smith’s status quo position.  Prodigals are those that cannot live within their 

means.  Bentham shows that arguments for usury laws to protect prodigals is a straw 

man.  Most prodigals have property that can be used as collateral to secure a loan.  

Therefore, these individuals are unlikely to face a higher rate of interest.  There are 

analogs in today’s thick credit markets.  In today’s mortgage market, all other things 

equal, the interest rate is lower the more a person has as a down payment.  Likewise, 

young borrowers can often secure loans by having an established individual with property 

to cosign the loan.  Further, if money lenders where in fact charging prodigals a higher 

rate than others, then the prodigals could bypass the lender and borrow directly from 

merchants.  The problem with prodigals is not the ease of which they can borrow money, 

but the inability to stay within their means.  Limiting access to credit does not address the 

problem only a symptom.  Bentham shows that supporting usury laws to protect prodigals 

is a gesture of pure lip service (Persky 2007, 232). 
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Bentham’s third argument focuses on the indigent.  He emphasizes that a 

distinction needs to be made between being poor and being dumb.  His arguments then 

follow two tracks.  The first track assumes indigent means poor and not stupid.  If so, 

then you are doing the person a disservice by regulating interest rates.  Just because the 

person is poor does not mean they will fall for predatory loans.  The dimwitted of all 

levels of wealth will.  His second track focuses on the individualistic valuation of price 

and knowledge.  A person of sound mind, regardless of wealth, that takes on a loan at a 

higher rate of interest is demonstrating that they value to use of those funds more than 

they do the cost to repay over time.  The person is revealing their willingness to pay, and 

so long as they are fully capable of making an informed decision, then they should be 

allowed to (Persky 2007, 232-3). 

Bentham’s fourth argument focuses on the other half of the two parties featured in 

his third.  He first addressed the poor, and now he turns his attention to the simpleton.  By 

simpleton Bentham does not mean simply a man of less intelligence, but rather those that 

are incapable of taking care of themselves.  Any argument for protecting a simpleton 

should be extended to all market transactions.  Intertemporal transactions should not be 

treated any differently.  A person that cannot understand the terms of a loan is unlikely to 

understand the differences in quality of a good as well (Persky 2007, 233).  Thus, anyone 

arguing for usury laws on the basis of protecting simpletons should also be arguing for 

regulating all other market transactions on their behalf. 

Bentham’s fifth and final argument focuses on the role of projectors.  Bentham’s 

position stands in stark contrast to what Smith argues in WN.  The difference of opinion 
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between Smith and Bentham on projectors touches on a deeper and fundamental 

disagreement.  Taking Smith’s surface argument as genuine, then he is wary of the 

negative externalities that come with projectors.  Smith is not against innovation, but he 

refers to projectors as groups of people essentially pursuing pipedream projects that are 

likely to fail (Hollander 1999, 532-3; Pesciarelli 1989, 524)).  In contrast, Bentham 

wholeheartedly embraces projectors and assumes positive externalities.  Bentham readily 

accepts that some projects will fail, but the positive effects of the successful outweigh the 

negative consequences of failure.  Bentham is using the word projector in a more 

favorable way than Smith (Pesciarelli 1989, 530).  Bentham’s characterization of the 

projector eventually wins the day, but it is somewhat dubious on his part for running 

through Smith’s arguments using the term in a different manner than Smith.  

Bentham uses Smith’s own words against him by quoting WN where Smith 

argues that too high a legislated interest rate prevents sober individuals from borrowing 

and shifts capital towards prodigals and projectors (Bentham 1818, XIII.5).  Bentham’s 

main point is Smith’s treatment of projectors.  The few visibly outlandish projects taint 

the image of entrepreneurs as a whole (Bentham 1818, XIII.6-7).  Innovation is 

inherently riskier and more uncertain than established lines of business suggesting a 

higher interest rate is needed to offset the risk.  Regulating interest rates at just above the 

market price favors existing markets over new lines of business (Bentham 1818, XIII.8).  

Bentham points out that every profitable business was at one time in history a project 

(Bentham 1818, XIII.10).  Bentham is accusing Smith of hindering innovation and 

growth.   
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In paragraphs 12-14 Bentham uses Smith’s words against him again by quoting 

parts of WN where Smith states man has a natural tendency towards prosperity over time, 

and that the majority of the projects tend to be prudent (Bentham 1818, XIII.12-15). 

Interest regulation does not affect the proportion of good to bad projects, only the total 

number of projects (Bentham 1818, XIII.18-20).  Bentham makes a strong point against 

regulation when he says, “but the detriment, which society can receive even from the 

concurrent efficacy of both these causes [prodigals and projectors], you represent, on 

several occasions, as inconsiderable” (Bentham 1818, XIII.22).   

Having used Smith’s own words against him, Bentham asks Smith to reconsider 

his position on usury.  Smith has noted that prodigals are a wasteful lot, but a small 

proportion of the population.  Bentham adds that irresponsible projectors are an even 

smaller lot.  Where prodigals are chasing consumptive loans, projectors are pursuing 

productive loans, which can create wealth (Bentham 1818, XIII.22-23).  In paragraphs 

24-26 Bentham makes a knowledge argument against government regulation, again using 

Smith’s own words.  Individuals know best what their situation entails, and the 

government lacks the local knowledge necessary to make effective, informed decisions 

(Bentham 1818, XIII).  Bentham has addressed many of Smith’s concerns in his usury 

passages by describing the modern credit market.  

Bentham does not stop there.  He continues to press Smith on other fronts as well.  

Smith is openly against monopoly as detrimental to society, yet legal interest rates grant 

monopolies on capital to existing trades at the expense of projects (Bentham 1818, 

XIII.27).  Legal rates have no impact on favoring good projects over bad ones.  When a 
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loan occurs both parties have an interest in the project being successful.  The lender tends 

to be more skeptical of success than the borrower.  Therefore, projects are more likely to 

be successful if financed through loans rather than personal wealth (Bentham 1818, 

XIII.32-33).  Bentham continues by making a positive externality argument for 

innovation (1818, 35).  He posits that perhaps in writing such a large and comprehensive 

treatise as the Wealth of Nations that Smith was influenced by his observations of the 

status quo (Bentham 1818, XIII.43).  Bentham is taking a very modern approach to his 

attack on Smith.  He focuses on the mechanics of the emerging credit markets and the 

impact that usury laws have on long-run growth. 

Bentham cleverly attacked Smith in a manner that was civil, but thorough.  One 

would expect at least a cursory acknowledgment of the merits or demerits of Bentham’s 

letters.  Yet Smith does not publish a response, nor does he do any major edits to the 

usury section. Bentham was willing to be more direct on his position than Smith was.  

Why the two chose different tactics is better understood in light of the difference in the 

two’s social standing.  Bentham’s social standing and private wealth afforded him the 

privilege of being cavalier.  Smith’s position as cultural royalty and desire to influence 

the adoption of a liberal society required more tact, which brings us to the crux of this 

paper.  Adam Smith was intentionally diffuse on usury in order to address two audiences. 

3.4.3	  Smith’s	  Unusual	  Silence:	  Setting	  the	  Stage	  for	  an	  Esoteric	  Reading	  
 

Adam Smith’s lack of a response to Bentham, both formally and informally, 

seems out of character. Smith was known for editing his works to provide clarity, address 

mistakes, and incorporate constructive comments.  As his posthumously published 
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correspondence shows, Smith was willing to change his works based on engagement 

from others.  His correspondence shows a willingness to both receive comments and 

respond to them, as shown by the exchanges between Smith, Hume and Gilbert Elliot.  

The two suggested that Smith’s sympathetic mechanism needed adjustments, which 

Smith does in a clarifying note (Smith Corr., 42-4 & 48-57; TMS, 46).  If Smith has 

demonstrated a willingness to correspond and edit where needed, then why no reply to 

Bentham?  Perhaps Smith was utterly dismissive of Bentham’s critiques, or Smith found 

Bentham to be so squarely right that nothing further needed to be said.  But neither of 

these two propositions is a satisfactory explanation consistent with how Smith had treated 

others.  Smith loved discourse, so it is odd that he would willingly choose to avoid it 

(Phillipson 2010, 259-260; Smith EPS, 326-7).  Bentham wrote an open letter to Smith 

imploring him to respond, but Bentham’s entreaty was met with silence (Bentham 1789).  

There is anecdotal evidence that Smith accepted Bentham’s arguments, yet if this is true 

it makes Smith’s lack of a response even more intriguing (Hollander 1999, 525; Persky 

2007, 234). 

Some of the comments Smith received resulted in additions or revisions to his 

works to provide clarity.  At other times Smith used his works as a podium to respond to 

publications by others.  Smith also revised his works when he was alerted to errors, such 

as erroneous associations.  There is no shortage of examples of Smith making changes to 

his work, be it self-motivated or not.  Walking through a few such examples bolsters 

Smith’s characterization as a man determined to put forth the best product through 
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iterative improvements, which strengthens a case for the oddity of Smith’s silence 

towards Bentham. 

One example of Smith revising his work for clarity is the changes to how 

sympathy and sentiment interact in Smith’s system of moral philosophy.  David Hume 

Gilbert Elliot penned letters to Smith after the publication of the first edition of TMS 

offering Smith comments on a shortcoming that undermined one of Smith’s main 

arguments regarding sympathy.  Sympathy being agreeable is difficult to reconcile with 

the unpleasant emotions that we commonly experience such as anguish or grief.  Hume 

advises Smith to expand on the workings of sympathy in his next edition to address the 

shortcoming (Smith Corr., 43).  Smith addresses the same topic in a letter to George 

Elliot.  In the letter, Smith provides additions intended for his second edition of TMS 

(Corr., 48-57).  Smith was willing to make changes regardless of the burden where he felt 

the changes were necessary.  This was no small task for Smith as he notes.  

I thought it would be better to alter the 2d Section of the 3d part of my 
book so as to obviate that objection and to send you this alteration.  This 
cost me more time and thought than you could well imagine the 
composition of three sheets of Paper would stand me…(Smith Corr., 49) 
 

Adding the changes to the second edition of TMS demonstrates Smith’s willingness to 

provide clarity where others have shown his work to be deficient or confusing (TMS, 46). 

Smith was not scared to engage other authors directly through his works either.  If 

Smith took exception with an author on a subject pertinent to his own works, then Smith 

would engage him. A perfect example is when Smith differentiates himself from David 

Hume on utility.  Granted, Hume took exception to Smith’s characterization (TMS, 179, 

188).  The different use of utility between the two authors is thoroughly explored in 
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Matson, Doran, and Klein (2016).  The exchange with Hume demonstrates Smith’s 

willingness to engage his equals on matters he finds materially important. 

Smith did not limit his engagement to his friends.  Some of Smith’s targets did not 

receive the same praise and adulations that Hume did.  Smith was capable of being 

critical.  In Smith’s lectures on rhetoric he has an unflattering opinion of Shaftesbury: 

But there is an other English author who though much inferior to these 
three yet for the same reason as Thomson and others of the sort, had till 
very lately in this country a character much Superior to that of the others.  
The reason as we mentioned before was the ignorance of true propriety of 
language.  I believe I need hardly mention that I mean Lord Shaftesbury. 
(Smith LRBL, 56) 

 
Smith does not stop there either.  He takes numerous digs at Shaftesbury including his 

breadth of knowledge in philosophy, his lack of skill as a persuasive speaker, and his 

physical frailty affecting his mental capacity (Smith LRBL, 56-57).  Smith’s discussion 

of Shaftesbury is not in his written works.  It comes from his lectures on rhetoric, but it 

shows Smith’s willingness to engage those he disagrees with.   

One could argue that Smith’s treatment of Shaftesbury is too obscure to serve as a 

strong example of Smith engaging intellectual opponents.  Yet he did so with the likes of 

Mandeville.  Smith devoted an entire section of TMS to Mandeville’s licentious system 

of moral philosophy remarking on how dangerous such a loose moral philosophy can be 

in the wrong hands, and how easily such a philosophy can appear convincing.  Smith is 

none too kind in dismissing Mandeville (TMS, 306-314).   

Smith also added various changes to his works as a formal response to the written 

works of others.  For example, Smith took exception to the way in which Hume 

addressed suicide (TMS, 6). As footnote 36 on page 287 of TMS notes, the section on 
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suicide was added to the sixth edition of TMS and is considered to be motivated by one 

of Hume’s essays.  Smith does not counter Hume’s position outright.  In fact, Smith’s 

position, like Hume’s, varies widely with the prevalent contemporary position on suicide.  

For both Catholics and Episcopalians, suicide at the time was considered a grave offense 

(Saunders).  Smith and Hume’s position advocating decriminalizing suicide is far from 

the status quo.  Smith clearly saw a need to address how Hume’s essay was being treated.  

He did so in a manner that would make it easier to receive by adding it to a section 

discussing the moral philosophy of the stoics.  Hume took a direct approach while Smith 

meshed his controversial position into a section on an ancient philosophical sect.  Smith’s 

approach muddles the attribution between himself and the stoics thus softening the 

position somewhat. 

A final example of Smith’s willingness to change his writings in response to 

other’s can be seen by his exchange with the family of the Duc de La Rochefecauld.  In 

the first five editions of TMS Smith associates the Duke with Mandeville’s licentious 

system of philosophy.  Smith likens some of the writings of the Duke to those of 

Mandeville.  The Duke’s family took umbrage with that association, and in 

correspondence with Smith requested references of the Duke be removed from those 

passages.  Smith addressed the issue as noted by the footnotes in TMS and the letters 

exchanged between Smith and the Duke’s family; Smith admitted to wrongfully 

associating the Duke with Mandeville and resolved to correct the attribution, which he 

did in the sixth edition (TMS, 127 & 308; Corr., 233-4 & 238-9).   
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Clearly, Smith was willing to engage his audience, friends and foes alike, through 

his writing.  His correspondence shows a desire to hone his works to make them the best 

they can be.  He made changes to TMS and WN, when deemed necessary, by 

clarification, addition, or subtraction.  The above examples establish Smith’s willingness 

to admit fault and provide clarity.  The next question is whether he was able.  Did Smith 

have the opportunity to respond to Bentham before his death in 1790? 

 
 
 

Table 6:  A Timeline of Smith & Bentham’s Publications 
(Smith Corr., xix-xxii; Persky 2007) 

 
Smith Year Bentham 

TMS Edition I 1759  
TMS Edition II 1761  
TMS Edition III 1767  
TMS Edition IV 1774  

WN Edition I 1776  
WN Edition II 1778  
TMS Edition V 1781  
WN Edition III 1784  

 1787 Defense of Usury 
WN Edition IV 1788  
WN Edition V 1789  
Smith’s Death 1790 DoU Edition II: 

Preface to Smith 
TMS Edition VI   

 
 
 
 

Many authors have noted that no significant changes occurred in the final two 

editions of WN (Persky 2007; Pesciarelli, 1989).  The purpose of examining Table 6 is 

not to focus on the content, but rather to establish plausibly that Smith could have 
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responded, if he so desired.  Smith was intently focused on revising WN just prior to the 

intellectual fisticuffs with Bentham.  Most, if not all, of Smith’s changes to be published 

in the fourth edition would have been written and ready for his publisher prior to 1787.  It 

seems unlikely that Smith would have come into contact with Bentham’s letters prior to 

completing his work on the fourth edition.  Given the preface that Bentham added in 

1790, and the best historical evidence we have, Smith was aware of Bentham’s letters by 

1789 (Persky 2007, 234).  But Smith issued two additional editions of WN after 

Bentham’s letters were initially published.  Perhaps Smith’s materials for the fifth and 

sixth editions where in various stages of completion by the time Smith came across 

Bentham’s letter.  Assume that Smith’s work on WN was near complete by 1788.  If 

Smith was so fully convinced of Bentham’s arguments why not append a note to the main 

body of the work addressing the issue.  That way Smith’s position could be clear even if 

he did not have the time to redo the usury section.  Such a style is known to Smith.  In his 

sixth edition of TMS he added an Advertisement spelling out how TMS and WN are 

related, and laying out Smith’s intentions for his body of work.  The advertisement is 

Smith’s way of expressing his goals in a form far shorter than he desired.  So, even if 

Smith could not revise WN adequately in the time he had left he still could have 

addressed Bentham in short form.  A short appendix or a new footnote could have been 

added to the fourth or fifth editions. Smith had time before his death to address Bentham, 

if need be, and such an opportunity was not taken.   

The opportunity existed for Smith to respond informally as well.  Smith could 

have written a letter about the usury debate.  Such a method is the more plausible one 
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given the lack of any changes in last two editions, and the timelines necessary for 

delivering manuscripts for publication.  There are no primary or secondary texts, such as 

Smith’s correspondence, that provide direct evidence of Smith’s intentions.  No letter 

exists addressed to Bentham, nor are there any letters penned by Smith to others 

discussing his opinion of Bentham.  The best evidence is a tertiary source: a letter from 

George Wilson to Bentham.  Wilson relays to Bentham not that he has heard from Smith, 

but that he has heard from a mutual friend, that Smith praised Bentham’s work and was 

in agreement (Persky 2007, 234).  Not the ringing endorsement that Bentham was 

looking for, as Bentham’s preface added in 1790 suggests. 

The historical significance of the exchange can serve as a symbol of the transition 

occurring during Smith’s time.  Smith’s life spans the rise of commercial society.  He 

serves as a bridge between the older, more tradition-bound regimes and the rising 

commercial society.  Smith’s status quo position was a safe, yet hopeful position that 

acknowledged the trappings of religious prejudice towards usury.  His status quo position 

was consistent with the church and state, while at the same time opened the door for more 

commerce by advocating policy that ensured some level of commercial loans.  Productive 

loans were exceeding consumptive loans.  Smith’s position is one that hopes to choke the 

throttle, but still allow the engine of commerce to run.  Bentham on the other had 

advocated jumping headlong into commercial society and abandoning any trappings of 

moral outrage towards loans.  Bentham wanted to let the engine of commerce run full 

bore.  As Persky notes by quoting G.K. Chesterton, Bentham and his position, won the 

day serving as a symbol of the transition to the modern commercial world (2007, 235). 
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There is ample evidence that Smith could have responded if he desired.  As 

Paganelli suggests, perhaps Smith’s gesture of sending Bentham a copy of TMS and WN 

was the only response Smith could provide (2003, 45).  Smith’s response was to find the 

answers he had hidden in his works.  Demonstrating Smith’s openness to a written 

dialogue with his readers provides the perfect segue into the next section of my paper.  

What have other’s, Smith’s contemporaries and modern scholars, written about the topic?  

Have any suggested the possibility of Smith being esoteric? 

3.5	  What	  Other	  Authors	  Have	  Written	  about	  Smith	  and	  Usury	  
 

A number of authors have addressed Smith’s position on usury.  Almost all of 

them have taken Smith at his word.  From there these authors have addressed Smith’s 

position in a number of ways with one of two goals: to assert why Smith’s position is 

consistent or inconsistent with his overall message.  Very few authors have explored the 

possibility that Smith had a deeper meaning behind his superficial argument supporting 

usury laws. 

I break authors down into general categories using the following method.  The 

first distinction is whether or not the author takes Smith at his word.  If the author starts 

from Smith’s writings, as they appear, and moves forward, then I call this subset the 

exoteric class as a reference to the authors taking Smith at his word, or what appears on 

the surface.  Nothing lies underneath.  Smith meant what he said, and said what he meant.  

The second major category are those authors that believe Smith had a deeper meaning. 

These authors contend that Smith had an ulterior meaning that is not revealed by his 

surface argument.  The exoteric class can be broken down into three sub-categories 
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depending on how they read Smith.  The authors agree or disagree with Smith on two 

fronts, Smith’s argument and his conclusion.  How these authors read Smith determines 

whether they find Smith to be consistent or not. 

 
 
 

Exoteric Esoteric 
A  

Stewart 
Klein 
Diesel 

Agrees or finds Smith’s argument consistent 
Keynes•Paganelli•Levy•Rockoff 

B 
Finds a particular flaw in Smith’s argument 

Jadlow•Hollander•Pesciarelli 
C 

Finds Smith’s argument quite unsound 
Friedman•Bentham•Stigler•Viner 

Robbins•Rae•Persky 
 

Figure 4:  Authors on Smith’s Usury Position 
 
 
 

In Figure 4 above, the left side of the diagram shows authors who draw their 

conclusions using Smith’s surface argument.  The right side consists of authors who have 

suggested Smith had a deeper meaning.  I categorize the authors on the left based on 

whether or not they agree with Smith’s arguments.  Block A consists of authors who 

either agree with Smith, or find his argument consistent. Blocks B consists of authors that 

find some particular flaw in Smith’s argument.  These authors find Smith to be 

inconsistent, but with some merit.  Block C consists of authors that find no merit in 

Smith’s position, and the authors believe he simply got it wrong.  The right side of Figure 

4 represents authors that read Smith to have a deeper meaning than his surface argument.   
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There are few authors on the right side, so I will address them before focusing on 

the larger body of authors regarding Smith’s surface argument.  I argue for an esoteric 

reading of Smith in this manuscript.  The other modern author suggesting a deeper 

reading of Smith is Klein.  Klein does not go as far as suggesting a hidden meaning in 

Smith.  Rather, he argues that Smith is misrepresenting his commitment to the liberty 

principle in order to be more persuasive.  Rather than showing all his cards Smith held 

back on his liberty message where it would be too far from the status quo (Klein 2008, 

67).  Klein’s position is consistent with Smith’s own words found in TMS regarding the 

man of public spirit.  

He will accommodate, as well as he can, his public arrangements to the 
confirmed habits and prejudices of the people…When he cannot establish 
the right, he will not disdain to ameliorate the wrong; but like Solon, when 
he cannot establish the best system of laws, he will endeavour to establish 
the best that the people can bear. (Smith TMS, 233) 
 

Smith’s keen awareness that sometimes one’s principles require compromising with the 

existing status quo will be revisited when discussing the evidence for an esoteric Smith.  

“Fudging” as Klein calls it is altogether possible, assuming that the public’s opinion on 

usury was heavily influenced by opinions supporting the status quo.  Klein’s position 

differs from those on the left side of Figure 4, because he suggests that Smith’s intended 

message was not his exoteric message.  The other author on the right side, Dugald 

Stewart, will be discussed at length in the next section. 

The left side of Figure 4 captures all of the authors that use Smith’s surface 

argument.  My placing authors in the same category does not imply that these authors 

reach the same conclusions. Nor do I contend these authors make the same arguments for 
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or against Smith.  Rather, I bin them based on how receptive the authors are to Smith’s 

position on usury, and how the authors reconcile Smith’s position with the rest of his 

opus.  I categorized each author based on how favorable they are to Smith’s argument 

and conclusion.   

In Block A none of the authors listed have the same approach.  The overarching 

theme between them is that Smith’s usury passages are consistent.  They can agree with 

both his argument and conclusion.  Levy argues that Smith is consistent, because rules 

serve the purpose of moral codes when individuals have imperfect information and 

systematic biases (Levy 1987, 399-400).  Paganelli takes an entirely different approach.  

She argues that modern scholars make the mistake of reading Smith’s usury passages 

absent the necessary context.  Smith’s position is consistent when read through the lens 

of moral philosophy provided in TMS.  Smith’s support of the status quo was a 

reasonable policy between two extreme and deleterious positions (Paganelli 2003, 46).  

The common theme between these two authors is that Smith’s position on usury does not 

create an inconsistency if read from a different perspective.  Keynes is a more difficult 

author to nail down.  He agrees with Smith’s conclusion, that interest rates should be 

regulated.  But it is unclear whether he finds Smith’s arguments to be consistent.  Keynes 

does not fully analyze Smith’s position, nor discuss his reading of Smith.  Instead Keynes 

uses Smith as an eminent scholar that bolsters his own position.  Keynes could fit into 

Block A or B.  Given a lack of any negative comments towards Smith’s usury passages I 

chose Block A. 
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The inconsistency blocks (B & C) capture authors that disagree with Smith to 

some degree.  Block B captures authors not entirely agreeing with Smith’s approach, but 

are unwilling to throw the baby out with the bathwater.  These authors can be read as 

noting issues with Smith’s passages, but following up with a “that’s ok, and here’s why.”  

The two exemplars of this category are Jadlow and Hollander.  Jadlow focuses on 

Smith’s position as being one of externalities.  Smith is concerned with regulating interest 

rates in order to prevent scarce capital from being used on consumptive loans and risky 

projects (Jadlow 1977, 1199-1200).  Hollander chooses to focus on an empirical issue 

with Smith, which we will return to when discussing an esoteric reading of Smith.  

Smith’s policy provides a specific rate of 5%, yet such a rate was not likely to meet the 

goal that Smith was espousing.  Given Smith’s arguments for too high or too low a legal 

rate, 5% would not work (Hollander 1999, 546).  Hollander is saying Smith missed the 

mark. 

Smith’s defense of usury policy is oddly out of place compared to his overall 

theme of liberty throughout his written works.  I am not the only author that has noticed 

the incongruity and felt the need to comment.  A number of authors have taken this 

approach.  Among them are Friedman, Stigler, Bentham, and Viner to name a few.  These 

authors fit into Block C.  They feel Smith is inconsistent to the point he is beyond 

salvaging.  Viner briefly addresses Smith’s position on usury by highlighting the 

exchange between Smith and Bentham (Viner 1927, 228-9).  Viner sides with Bentham 

that Smith’s argumentation is weak.  In Viner’s assessment, “The one personal 

characteristic which all of his biographers agree in attributing to him is absent-
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mindedness, and his general principle of natural liberty seems to have been one of the 

things he was most absent-minded about“. (Viner 1927, 227). Most of them marvel at the 

incongruity between Smith’s usury passages and the remainder of WN.  Friedman calls it 

“a highly uncharacteristic passage” (1976, 9).  Stigler is more critical.  He dismisses any 

suggestion that Smith changed his view post Bentham, and goes as far as to call “his 

[Smith] position an ‘aberration’” (Hollander 1999, 525).  The common theme of many of 

the Block C constituents is a reading of Smith accepting, and praising, a system of natural 

liberty and free markets.  

All of the authors in blocks A, B, and C have one thing in common.  They take 

Smith at his word.  What appears on the page is as deep as their analysis goes.  They do 

not suggest that Smith was disingenuous, or less than forthcoming with his true beliefs on 

the matter.  However, one of Smith’s students, suggests that there may be a deeper 

meaning behind Smith’s flimsy support of usury.  Dugald Stewart provides interesting 

connections between Smith and John Locke that opens the door to an alternative reading.  

Further, a number of these authors present points of contention in Smith’s arguments that 

unintentionally point to a deeper meaning.  The breadcrumbs are scattered throughout.  

Now it is time to follow the trail. 

3.6	  An	  Esoteric	  Reading	  of	  Smith	  
 

Before making an argument for an esoteric Adam Smith it is helpful to introduce 

the key concepts and practices of esoteric writing that may be foreign to some.  Writing 

esoterically intentionally introduces ambiguity so that an author’s true message is more 

difficult to decipher.  If Smith’s goal were to convince his readers of his position it would 
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seem counter-productive to write in a way that would obscure his true meaning.  But, as I 

will show, there were legitimate reasons for Smith to engage in esotericism.   

First, we briefly discuss some common practices used by esoteric writers, and then we 

explore why a person would write esoterically.  Next comes the question of whether 

Smith was aware of such a practice, let alone would engage in such behavior.  Smith’s 

correspondence and written works provide adequate evidence supporting Smith’s 

awareness and potential use of esoteric writing.  The final piece to the puzzle is providing 

the why.  Smith’s position as a prominent mind and public figure make him susceptible to 

additional scrutiny for advocating unpopular opinions. 

3.6.1	  The	  Motivations	  of	  Esotericism	  
 

What exactly is esoteric writing, and why does it exist?  Esoteric writing attempts 

to achieve two purposes.  Such behavior is sometimes referred to as having a double 

doctrine or double speak (Melzer 2014, 26-7).  Such double speak seeks to express a 

hidden message to a select few within a work that is accessible to a broader audience.  

The select few will recognize the true, or esoteric, message of the work, while the 

remaining audience will not recognize the hidden message. The broader audience 

receives the superficial, or exoteric message (Melzer 2014, 1-2).   

There are plenty of groups that engage in esotericism even today, such as clubs 

and secret societies that withhold information from the uninitiated.  Fraternities and 

sororities often have secret handshakes, code words, and rituals reserved for initiates.  

Different professions utilize double speak in order to conceal the true meaning to 

outsiders.  When I worked in the restaurant business we used generic terms to refer to 
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specific parties. The meaning of the generic terms was known by all of the employees.  

There where specific nicknames for bad tippers, notoriously difficult customers, and 

drunkards.  When someone saw such a person come into the restaurant the server that 

received these customers would get a warning from the rest of the staff using the code 

word.  That way if anyone overheard the conversation it would only be idle discussion, 

and the server would not get in trouble for referring to their customer in an 

unprofessional manner.  For example, if a couple known for skipping out on the check 

were seated at one of my tables the hostess would say something like, “I just sat two 

runners at table 4”.  Such double speak demonstrates the intent of esoteric writing.  To 

the uninitiated, it is an innocent conversation about the customers’ athletic hobby.  To the 

initiated, it is a warning to keep an eye on the table so as not to have to foot the bill when 

the patrons leave without paying. 

There are many reasons why an author would engage in esoteric writing.  I focus 

on the two reasons relevant to Smith and usury.  The first, Protective esotericism, focuses 

on hiding dangerous truths from the masses.  There are ideas that further man’s quest for 

knowledge and understanding, but run counter to the beliefs or superstitions of common 

folk (read non-philosophic).  Expressing these ideas openly would be too jarring to the 

masses and could have serious backlash (Melzer 2014, 164).  Such backlash originates 

when the idea challenges people’s beliefs, or because the idea reveals an unpleasant truth 

about the world we live in.  

The second reason to write esoterically is to protect oneself from the dangers of 

expressing unconventional ideas.  Expressing ideas that question church or state doctrine 
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is a good way to end up being excommunicated, imprisoned, or executed.  Avoiding 

persecution is what Melzer refers to as defensive esotericism (2014, 127-159).  As I will 

show by the end of this section, Smith faced potential persecution for straying too far 

from the status quo on usury.  These forms are designed to describe the practice of 

esotericism and not to suggest that esoteric writing must fit into one form precluding any 

others.  Rather, the author’s work may range across these forms depending on the reason 

for writing esoterically, the intended audience, and the intended outcome (Melzer 2014, 

235). 

3.6.2	  Ways	  to	  Write	  Esoterically	  
 

Writing in a manner that hides the truth, yet leaves enough clues for some to 

navigate to the truth is a difficult task.  Indeed, writing esoterically can be just as difficult 

as reading esoterica.  Authors dissemble their true meaning in myriad ways, but some 

common themes have emerged over time that help provide readers methods for 

recognizing esoteric writing.  Melzer suggests something that jars the reader, such as 

incongruity or an uncharacteristic misquotation, can serve as a marker for where an 

author has hidden their true meaning.  Incongruity can occur in the form of a 

contradictory statement, or a deviation from the stated plan.  An author may state he is 

going to discuss X, Y, and then Z.  It then seems odd to find a digression on B between Y 

and Z (2014, 296).  Another common trope is for the writer to use a character as a foil.  

The author has a person such as a protagonist state the controversial idea such that the 

author can attribute it to the ranting of their character and not the author’s belief.  Authors 

may also use villains and flawed characters like drunks or the mentally ill (Melzer 2014, 
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302-3).  Another method is to be vague or use obscure language (2014, 307).  One 

example from Smith can be found in TMS.  In the section regarding the influence of 

custom and fashion on the moral sentiments Smith refers to the vile nature of the slave-

trader.  It would be considered controversial to openly attack the practice during Smith’s 

time.  It is unclear in Smith’s passages whether he is referring to the American colonies 

or the slave traders when he says:   

Fortune never exerted more cruelly her empire over mankind, than when 
she subjected those nations of heroes to the refuse of the jails of Europe, to 
wretches who possess the virtues neither of the countries which they come 
from, nor of those which they go to, and whose levity, brutality, and 
baseness, so justly expose them to the contempt of the vanquished (Smith 
TMS, 206-7) 
 

The passage above is already vague in terms of whether Smith is referring to the colonists 

or the slave traders.  Later in the section he refers to the fact that custom can be driven by 

necessity, and become engrained in a culture.  He uses infanticide in ancient Greece as an 

example.  Under dire circumstances it may be necessary to abandon a newborn.  Such a 

difficult decision may be necessary to keep the parent alive, in order to provide for the 

remainder of the family.  Over time the culture becomes numb to the brutality of such an 

act.  It becomes socially acceptable to engage in infanticide beyond such dire 

circumstances (TMS, 210).  Immediately following Smith’s discussion of infanticide, he 

closes the section with a statement that is open to multiple interpretations. 

There is an obvious reason why custom should never pervert our 
sentiments with regard to the general style and character of conduct and 
behaviour, in the same degree as with regard to the propriety or 
unlawfulness of particular usages.  There never can be any such custom.  
No society could subsist a moment, in which the usual strain of men’s 
conduct and behaviour was of a piece with the horrible practice I have just 
now mentioned. (Smith TMS, 211) 
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The horrible practice just now mentioned by Smith could be infanticide in ancient 

Greece, or it could refer to the slave trade.  Smith’s lack of specifying infanticide leaves 

the door open for another meaning. 

A final method is the use of dispersal.  The author’s whole argument is given in 

pieces throughout their work.  The author may make rather forceful statements or 

arguments within larger sections of the text that carry a unified theme, where changes in 

tone can be pieced together to reveal the hidden theme.  Dispersal would require a 

complete and thorough reading by any censor to catch the author’s esoteric meaning 

(Melzer 2014, 317). 

3.6.3	  Smith’s	  Awareness	  of	  Esotericism	  
 

There is a strong body of evidence showing that Smith was aware of esotericism.  

To start, what does Smith himself say about the practice?  As noted by Melzer, Smith 

wrote a posthumously published essay10, where Smith rejects the Neoplatonist reading of 

Plato as having a double doctrine.  Melzer goes on to say, “it is difficult to say whether 

this continued to be his view in his later years and also whether it involves a rejection of 

all esotericism-of every kind-or only the more extreme forms” (2014, 28-9).  Melzer uses 

additional content to find hints that Smith was more open to the concept than his early 

essay conveys.  In Smith’s correspondence are discussions including the need to use 

“‘irony’ and ‘disguise’” as well as Hume’s admission “about the need to employ caution 

and dissimulation in writing” (2014, 372).  Note the use of the word dissimulation, for it 

                                                
10	  See:  The Principles Which Lead and Direct Philosophical Enquiries; Illustrated by the 
History of the Ancient Logics and Metaphysics in EPS 
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occurs elsewhere in Smith’s writings and serves as a connection between his private and 

public discourse.  If Smith is debating the use of double doctrine, then it is 

incontrovertible that he was aware of the practice.  The question then becomes whether or 

not he was amenable to the practice. 

Smith discusses the concept of dissimulation in TMS, his first major publication.  

Smith generally speaks of dissimulation as a vice, however he has one passage that offers 

a justification for when such behavior can be tolerated.  In a paragraph discussing the 

ability to command fear and anger Smith notes that in extreme circumstances a person 

must show a valiant degree of command of both to hide their true intentions. 

This character of dark and deep dissimulation occurs most commonly in 
times of great public disorder; amidst the violence of faction and civil war.  
When law has become in a great measure impotent, when the most perfect 
innocence cannot alone insure safety, regard to self-defence obliges the 
greater part of men to have recourse to dexterity, to address, and to 
apparent accommodation to whatever happens to be, at the moment, the 
prevailing party…It may be employed indifferently, either to exasperate or 
to allay those furious animosities of adverse factions which impose the 
necessity of assuming it; and though it may sometimes be useful, it is at 
least equally liable to be excessively pernicious. (Smith TMS, 241-2) 
 

Here Smith states that engaging in dissimulation is still a vice, but “it may sometimes be 

useful”.  Ensuring one’s safety is key to Smith’s acceptance of a person engaging in such 

a practice.  Smith’s advice is consistent with the broader understanding of esoteric 

writing.  As Melzer states, safety is a key motivating factor why authors engage in 

esoteric writing (2014, 127-159).  Later in TMS Smith has another passage that suggests 

he accepts the need for esotericism. 

But the man who had the most frequent occasion to consult them, was the 
man of equivocation and mental reservation, the man who seriously and 
deliberately meant to deceive, but who, at the time, wished to flatter 
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himself that he had really told the truth.  With him they have dealt with 
variously.  When they approved very much of the motives of his deceit, 
they have sometimes acquitted him, though, to do them justice, they have 
in general and much more frequently condemned him. (Smith TMS, 339) 
 

Smith makes an oddly incongruous statement.  How could a person intentionally deceive 

and intend to tell the truth at the same time unless he was targeting two audiences with 

two separate messages.  Smith’s overall tone is not one of warm acceptance.  Rather he 

appears to acknowledge that the deceitful nature of esotericism is a necessary evil when 

the hidden message is a just one11. 

In the man of public spirit passage Smith describes a person motivated by public 

spirit as one who recognizes the necessity in bargaining.  It is better to compromise by 

endorsing a personally less desirable policy that is amenable to the public if it helps 

gradually move policy towards the ideal state.  Smith notes that a man must present 

himself in a light that is acceptable to the populace regardless of his true beliefs.  Further, 

he must recognize what the people are willing to accept, so as not to exceed that 

threshold (TMS, 233).  For example, a proponent of abolishing the Federal Drug 

Administration (FDA) may be willing to endorse legislation that establishes reciprocity 

with other approval agencies.  Such a policy is far from his or her desired end-state, but 

does move in the right direction (reducing drug approval timelines) in a manner more 

likely to be accepted by voters.  Inherent in such a practice is an act of deceiving the 

general populace in order to achieve a positive change in policy (Smith TMS, 233).   

                                                
11 I thank Scott Drylie for calling my attention to the two passages in TMS suggestive of 
esotericism. 
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The same precept is found in Smith’s correspondence.  Smith received a letter from 

the prominent Frenchmen Pierre-Samuel Dupont de Nemours that highlights just such a 

predicament as laid out above.  Dupont was an important Physiocrat, philosopher, and 

public servant.  To a certain degree he held a similar role as Smith, that of cultural 

royalty.  Dupont sent his book and a letter to Smith.  The letter, in part, served as an 

apology to Smith.  The letter explains why Dupont had not fully endorsed the policies he 

personally supports (Prasch 2009, 67-68).  Dupont hedged for the following reasons: 

…that there are a large number of truths that I did not mention; that there are 
several passages in which I avoid confronting my readers’ preconceptions, and I 
started by applauding their openness and views before presenting better 
perspectives that should inspire us. 

Sir, I wanted to persuade, prior to convincing, some people who are animated 
to the point of fanaticism, and who would believe they are engaged in righteous 
action… 

…I had to fight a unanimous and universal opinion in my country.  All public 
opinion deserves to be treated with respect, even more so when the administration 
is committed to opposing it… 

I hope that you will forgive the deficiencies of my work that are not unknown 
to me and some of which were voluntarily committed. 

It is more important to do well than to say well. …By assaulting their eyes 
with a bright light, we would reconstitute their blindness. (Prasch 2009, 69). 

 
Dupont shows a clear understanding of what the people can bear, what the punishment 

would be for exceeding such a threshold, and the necessity of caution.  The last line about 

blinding the people is quite suggestive of esotericism.  He suggests that too much truth all 

at once will harm the people rather than free them from ignorance.    

Dupont makes similar statements directly in reference to Smith 20 years after his 

letter about his own work.  Dupont’s comments on Smith are in Dupont’s edition of the 

collected works of Turgot (Sautet 2011, 174).  Dupont suggests that Smith, like himself, 

hid his true position out of caution: 
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Smith’s mistakes, which were not and could not have been the result of his 
great mind, but rather a sacrifice to popular opinion, a sacrifice that he 
thought was useful in his homeland. – Under the circumstances in which 
he found himself at the time (and in which is government is still to be 
found), he thought that in order to maintain public peace, one should not 
assault infirm eyes with the bright light turned too directly towards them 
(Sautet 2011, 179) 
 

Notice that Dupont uses the same “blinding light” metaphor towards Smith that he uses to 

describe his own choices 20 years prior.  The link between Dupont and Smith has been 

noted by modern scholars such as Emma Rothschild (2001, 66-67).  Dupont’s suggestion 

that Smith had hidden meanings “is supported by much of Smith’s correspondence, and 

by the revolutionary side or element of his published and unpublished work” (Rothschild 

2001, 67). 

There is further evidence of Smith’s flirting with esotericism in his unpublished 

works.  A number of passages in the Lectures on Rhetoric and Belles Lettres (LRBL) 

suggest Smith’s awareness of crafting one’s message in varying manners depending on 

the audience.  As Smith notes, the style that an author chooses depends on his or her 

intended audience.  In order to effectively persuade a person, the author must recognize 

the prior knowledge and preferences of his or her audience.  Controversial topics cannot 

be thrown out in the audiences’ face.  Rather the audience must be won over gradually 

(Smith LRBL, 111-5 & 146-7).  Assuming Smith follows his own advice given in LRBL, 

then he would hesitate to wholly abandon usury laws given their wide acceptance by the 

predominant religions in Scotland.  The connection between usury and Scottish religion 

will be explored in the following section.  For the time being, it is enough to note that 

early in Smith’s academic career he lectured on the art of persuasion and suggested to his 
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students to be mindful of their audience.  Good authors tailor their arguments to best 

address their audiences existing biases.   

Tailoring one’s argument is not the only esoteric message in LRBL.  Klein and 

Lucas pick up on one of Smith’s passages regarding significant themes existing in the 

middle of works. Esoteric writers often did so in order to avoid censors who were least 

likely to read all the way to the middle of the work before determining the nature of the 

piece (Klein & Lucas 2011, 43).  They show that Smith’s Invisible Hand passages occur 

very nearly dead-center of the tomes containing the first edition of WN and the final 

edition of TMS.  Klein and Lucas’ connection between Smith’s LRBL passage and the 

invisible hand passages suggest an esoteric purpose consistent with my arguments for an 

esoteric reading of Smith on usury (2011, 50).   

One of Smith’s students provides another avenue hinting of an esoteric Adam 

Smith.  Dugald Stewart makes an interesting connection between Smith and another 

famous author in two places:  The first appears in Stewart’s biography of Smith, and the 

second appears in Stewart’s collected works.  Stewart’s biography of Smith appears in 

Essays on Philosophical Subjects (EPS).  In a note, Stewart takes the time to talk about 

John Locke’s position on usury in an odd amount of detail. 

To this opinion Law appears evidently to have been led by Locke, whose 
reasonings (although he himself declares in favour of a legal rate of 
interest), seem, all of them, to point at the opposite conclusion.  Indeed the 
apology he suggests for the existing regulations is so trifling and so 
slightly urged, that one would almost suppose he was prevented merely by 
a respect for established prejudices, from pushing his argument to its full 
extent.  The passage I allude to, considering the period when it was 
written, does no small credit to Locke’s sagacity. (Stewart 1982, 349) 
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Stewart is not critical of Locke.  Rather he praises Locke for his approach.  Stewart’s note 

on Locke can hardly be more explicit in advocating an esoteric reading of Locke.  Just to 

be sure, Stewart has a similar passage in his collected works.  Volume IX of Stewart’s 

collected works include his lectures on political economy.  In his lectures on political 

economy Stewart addresses the Smith-Bentham exchange as a subplot to his larger 

discourse on usury.  Stewart echoes his sentiment towards Locke, again suggesting that 

Locke was being esoteric. 

Having mentioned Locke’s Treatise on Interest…I cannot help observing, 
that although he declares in favour of a legal rate of interest, yet all his 
reasonings lead to an opposite conclusion.  And, indeed, the arguments he 
alleges in favour of a legal rate are so trifling, and so slightly urged, that 
he was probably prevented, merely by respect for established opinions, 
from pushing his conclusion to its full extent.  (Stewart 1971, 190) 
 

Stewart has too much respect for Locke to believe that he would engage in such shoddy 

arguments in favor of a position Locke feels strongly about.  The question is, does 

Stewart extend the same veneration to his former professor? 

Stewart weaves a thread through his comments on Locke that connects directly 

back to Smith.  Stewart’s implication of Locke’s less than enthusiastic arguments is 

mirrored by his characterization of Smith’s defense.  The connection to Smith comes 

earlier in both his lectures and biography, when Stewart sides with Bentham that Smith’s 

defense of usury is inconsistent with the majority of Smith’s body of work.  Stewart 

begins, like he did with Locke, by praising the author, then follows with, “Mr. Smith, 

whose general principles concerning the freedom of trade and of industry, one should 

naturally have expected, would have inclined him to the opposite opinion” (1971, 167-8).  

Stewart continues to show the inconsistencies in Smith’s usury arguments with 
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statements such as “in direct opposition to some of his fundamental maxims.” (1971, 170 

& 180).  Stewart is drawing a parallel between Smith and Locke through the two’s 

position on a legal rate of interest.  Both provide shaky arguments (1971, 189).  Making 

the connection between the two allows Stewart to imply that Smith and Locke were 

playing the same game.  Smith was half-heartedly advocating a position that was 

tolerable to the people12. 

Stewart not only suggests Smith’s esotericism by association with Locke, but also 

offers a more direct argument using Smith’s own work.  Stewart tackles a second aspect 

of Smith’s esotericism, dissembling, by showing how Smith disperses a more consistent, 

anti-usury position throughout WN.  Stewart walks through Smith’s exoteric argument 

and shows how Smith contradicts himself repeatedly.  Stewart makes numerous 

references to challenges Bentham raised as well and delivers a consistent message that 

Smith placed a more market oriented position through WN (Stewart 1971, 168-182). 

Stewart’s direct characterization of Smith and Locke as giving the people a policy 

that they were willing to bear ties in nicely with the letter Smith received from de 

Nemour.  The only question left to answer is whether Smith had a legitimate reason to 

think that usury policy was so too heavily tied to the powers of church and state to be 

safely challenged.  I address this point in the next section, but first there are two modern 

author’s works supporting Smith’s engagement in esotericism. 

Hollander takes a novel approach to the Smith-usury debate.  Many others have 

commented that if Smith was swayed by Bentham, then Smith should have addressed it 
                                                
12Edmund Burke makes a connection between Locke and Smith as well, in which he 
describes both as “too diffuse” (Corr., 47).	  
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in one of his final two editions of WN.  Hollander argues that, irrespective of Smith’s 

position on Bentham, changes were needed in the usury section.  Smith suggested a legal 

rate of 5% in WN.  Yet Hollander shows that even at the time of writing WN the going 

rate of interest was inconsistent with what Smith provided.  In the 1770s while Smith was 

writing his manuscript the rate at which the crown borrowed rose to right around the rate 

Smith prescribes as the market rate.  Smith demonstrates a knowledge of historical rates 

for private and government loans including accounting for variations in the rates of 

government loans due to war.  Hollander shows that government loans were at around 

3% leading up to the 1770s, but rates rose throughout that decade.  Even as Smith’s first 

edition came out the government rate was rising.  Smith’s first edition, and his 5% policy 

prescription, were accurate for the early 1770s.  However, by 1785 the government was 

borrowing at over 5%, so Smith’s last four editions of WN have a problem: the 

prescribed rate of 5% is below the current market rate (Hollander 1999, 540-1).  If 

government is borrowing at over 5%, then the market rate would have to be above 5% 

given Smith’s logic, when the government was borrowing at 3% private loans were a 

percentage point higher (WN, 357).  Hollander argues that the historical evidence 

warrants a change in the later editions of WN even prior to Bentham’s letter (1999, 540-

6).  It becomes more likely that Smith’s support for a 5% maximum is disingenuous when 

he does not address it in the 1789 edition of WN given that Bentham’s arguments would 

be fresh in his mind and even the government could not borrow at 5%. 

I offer an alternative interpretation of Smith’s position.  Using Hollander’s 

evidence, the 5% rate Smith suggests is not a glaring mistake.  Rather it is the clue for the 
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discerning to be aware of Smith’s true purpose.  Smith was too heavily connected to be 

unaware of what the prevailing rates of interest were.  His inner circle and benefactors 

were heavily involved in Scottish banking (Middleton 2016).  Any of Smith’s discerning 

readers would also be aware of the current market trends, and would key in on the 5% 

rate as anomalous.  Hollander argues that Smith created a problem that should have been 

fixed in his later editions.  I argue that Smith’s never changing the usury section suggests 

it serves a specific purpose, it alerts his readers to look deeper than his surface argument.   

Further, Paganelli suggests that Smith’s gifting Bentham copies of TMS and WN 

was to provide Bentham with an answer.  Paganelli contends the point was for Bentham 

to read TMS and realize that Smith’s position was consistent through his philosophical 

underpinnings.  Hence Paganelli’s title of “In Medio Stat Virtus”, or roughly “in the 

middle is virtue” (2003, 46).  I partially agree with her.  Perhaps Smith’s intentions were 

to call Bentham’s attention to certain passages.  However, it is equally likely that Smith’s 

intention was for Bentham to get a different message from Smith’s collected works. 

Rather than focus on Smith’s affinity for middleness, I argue that he wanted Bentham to 

heed passages such as the ones cited above regarding dissimulation and the man of public 

spirit.  In such a case Smith was quietly letting Bentham know that he was right, but that 

a retraction was out of the question.  Smith’s desire to take down mercantilist policy was 

too important to risk turning off his readers by going too far on usury. 

While Smith makes no explicit statement regarding his practicing esotericism 

there is ample evidence that he was aware of the practice.  Smith has numerous passages 

reluctantly acknowledging that there are cases where deceit can be beneficial if the intent 
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is just.  Smith also states in numerous places the need to recognize the audience, what the 

audience is willing to accept, and to tailor one’s message to be as effective as possible.  

An esoteric message certainly falls within that realm.  I now turn to the final piece of the 

puzzle, by showing what threats would warrant Smith being esoteric. 

3.6.4	  Change	  is	  Scary:	  A	  Reason	  for	  Smith	  to	  be	  Protective	  
 

From a modern perspective, we tend to lose sight of how miraculous the results of 

commercial society can be.  The rapidity of social mobility, the existence of a merchant 

class, and technological progress has become common place.  Such was not the case in 

Smith’s time.  Commercial society was in a fledgling state as it sloughed off the shackles 

of mercantilism.  The wealthiest of families, the landed aristocracy, was entrenched in 

society and politics.  Social mobility below the aristocracy and crown consisted of 

movement up or down.  Technology was beginning to develop rapidly as the industrial 

revolution was taking hold in Europe.  For WN to be influential Smith needed it to be 

widely accepted.  Some effects of commercial society would be hard to accept for the 

ruling class, because such effects inherently eroded both influence and status.  Yet Smith 

needed the ruling class to buy in to the liberal project.  Smith exposed the detriment of 

monopolies and mercantilist policy, but needs the ruling class on board to affect change.  

Smith engaged in protective esotericism by downplaying some of the broad social effects 

of commercial society in order for the project to be more appealing and widely accepted.   

Smith knew his audience.  He needed to convince them that adopting liberal 

principles was in their best interest.  In order to do so he has to show the aristocracy how 

liberal principles provide both direct and indirect benefits.  The aristocracy benefits 
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directly through profits from the rent of their lands, and indirectly by making them more 

endeared to the masses when the masses experience growth (Smith WN, 266).  One of 

the side effects of liberal society is the rise of the merchant class.  The merchant class 

tends to grow in proportion to the landed elite as commercial society becomes wealthier.  

For the aristocracy, the seeds of one’s own destruction are sown in the adoption of liberal 

policy.  There is the opportunity to become wealthier, as commerce grows the rent of 

land naturally grows (Smith WN, 266).  Yet the rise of a merchant class provides a new 

wealthy, politically motivated group that will erode the aristocracies’ foothold.  Smith is 

quite unkind to the merchant class.  He does not mince words.  The group is industrious, 

but their interests run counter to that of society as a whole (Smith WN, 266).  Merchants 

want to be granted monopoly privileges, which are granted by the state (Smith WN, 145). 

Further, Smith is cautious about social mobility.  Gradual growth allows people to 

move through social ranks in a manner where they can adapt to the changing 

conventions.  Socially acceptable behavior varies in different social strata.  Too quick of 

a rise in social status results in misery for the lucky individual.  A person who goes from 

pauper to prince overnight soon learns he has no friends.  He tries to act humble around 

his old friends, much like he was before his good fortune.  But the strain eventually 

becomes too much, and he distances himself from his former friends.  He is never 

accepted by his new equals, because they resent his quick rise in social status.  Soon the 

new prince finds himself isolated from both groups (Smith TMS, 40-1). 

Technological progress provides another avenue in which Smith must be guarded.  

Smith’s society was in the midst of the industrial revolution.  Modern society is the 
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product of the industrial revolution, and it is difficult for many to grasp how novel 

consistent technological growth can be.  Rather than be awed by progress we are 

dismayed by delays to it.  We might expect a newer, better smartphone every year, but 

such was not the case in Smith’s time.  He was writing when technology was beginning 

to take off in ways that were strikingly visible to the masses.  Society was fairly static for 

the long period of time leading up to Smith.  Machines and non-manual production were 

new.  Given the historical context it is understandable that rapid growth and the 

expansion of commerce could be viewed with caution.  The introduction of 

mechanization must have driven some to fear that machines would replace them.  Smith 

must account for such caution in his audience when formulating his prose. 

Imagine that most intellectuals during Smith’s time saw the expansion of 

commerce on the horizon.  The affect that such an expansion will have on society is a big 

deal.  Rapid growth means change.  And change is scary, because change brings 

uncertainty.  If Smith has his finger on the pulse of society, and I believe he did, then he 

is aware of trepidation towards commerce.  Learned men and armchair philosophers alike 

would be cautious of the unforeseen influences that rapid commercial growth will have 

on the morality of society.  Even Smith himself was aware of a relationship between the 

expansion of commercial society and the morality of the participants.   

A key feature of TMS supporting Smith’s cautious optimism regarding the 

rapidity of commercial growth is establishing prudence in the virtuous man.  Smith’s 

psychology of man is one of loss aversion, as he states: 

We suffer more, it has already been observed, when we fall from a better 
to a worse situation, than we ever enjoy when we rise from a worse to a 
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better.  Security, therefore, is the first and the principal object of prudence.  
It is averse to expose our health, our fortune, our rank, or reputation, to 
any sort of hazard.  It is rather cautious than enterprising, and more 
anxious to preserve the advantages which we already possess, than 
forward to prompt us to the acquisition of still greater advantages. (Smith 
TMS, 213) 
 

The prudent man is one that engages in hard work resulting in a lifetime of steady, slow 

growth.  The prudent man invests his retirement in market indexed funds and is pleased 

with gradual growth as opposed to the man who flits between stocks chasing the next big 

return.   

Pesciarelli uses the quote above in support of Smith’s surface argument to show 

that Smith is wrong, but consistent on usury.  Smith is incapable of changing his position 

on usury given the importance of the prudent man to Smith’s moral philosophy (1989, 

535-6).  I have a different interpretation of the role of the prudent man in Smith’s defense 

of usury.  If we take Smith to be genuine on the prudent man, then we must recognize 

that Smith sees a world filled with people aspiring to be prudent.  Smith is worried about 

going too far in favor of markets and liberty, and thereby losing his audience.  A more 

gradual path of growth is one that can be better understood and accepted by many, 

especially when we consider the effects that growth has on the morals of the “middling 

and inferior stations” (TMS, 63).  Outright advocacy for unregulated interest is too far 

from the norm to be readily accepted by the common, prudent-minded reader.  Smith’s 

surface argument provides him with a reasonable cover while allowing him to pursue his 

overall mission of liberty.   

Smith was deeply concerned with morality, and how commerce influenced it.  

There are two useful sources found in TMS.  Smith’s parable of the poor man’s son, and 
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Smith’s discussion of the propensity to admire the rich and powerful.  Both of these 

topics show Smith’s deftness in balancing his concern for the moral character of his 

readers and the promotion of a liberal system. 

The parable of the poor man’s son is a story of a man born poor and envious of 

the wealthy.  He sees how much more stuff the wealthy have and imagines that having all 

those nice things will make his life so much lovelier.  He works himself to the bone in 

order to become successful and wealthy with the intention of reaching a life of ease and 

luxury.  He finds that his toils are a pyrrhic victory.  He is too old and feeble to enjoy his 

collection of stuff (TMS, 180-7).  Through Smith’s parable of the poor man’s son we see 

a tension that Smith is keenly aware of between the morality of the individual and the 

benefit of commerce on society as a whole.  An individual’s pursuit of wealth may come 

at the detriment of the individual; however, it provides unintentional benefits to society. 

We chase materialistic desires when we lack prudence, and only realize the error in our 

ways too late in life.  But such an observation does not make Smith anti-commerce.  

Instead he is cautiously optimistic.  The key is to allow growth at such a rate that people 

can reflect on the events and maintain their moral aptitude, which is to say, that man must 

grow as commerce does.  It is noble for us to risk such a miserable endeavor if we realize 

how much better off the rest of society is for our follies.  And if we recognize from the 

start the potential pitfall, then we can better maintain our pursuit under the guidance of 

prudence.  The folly of the poor man’s son is that he abandoned his moral duties while 

pursuing wealth and luxury.   



134 
 

Early in TMS Smith makes an important distinction regarding the different 

stations in life.  Trying to be a moral person and commercially successful are compatible 

for most people.  This is sadly not the case for those most likely to be admired for being 

rich or powerful.  The key to success for the middle and lower ranks of people is to put in 

a hard day’s work pursuing honest income, and to follow the golden rule.  For people in 

these classes the result is a fulfilling life and material comfort.  The incentive structure is 

not so well aligned for the higher classes of people.  Success may come at the expense of 

morality.  Garnering the favor of the rich and powerful requires rent seeking behavior 

(1759, 63).  To get into the good graces of the elite may be inconsistent with pursuing 

honest profit.  A butcher will not stay in business if he passes chuck roast off for sirloin.  

For him, honesty serves his purposes.  A good reputation gets repeat customers.  For 

those pursuing favoritism with the elite, their actions may require deceit.  In fact, their 

life can become one of constant competition to undermine those other individuals in an 

elite’s court.  The butcher makes a profit serving others.  The courtier serves himself at 

the expense of others. 

The problem is that the incentive structure of the admired is inconsistent with that 

of the admiring.  Smith is worried about the long-term effects that an emphasis on joining 

the court will have on the middle and inferior ranks of man.  If society lauds the 

successful business man, then people will emulate him and emphasize prudence and 

honest profit.  If society lauds the courtier, then society will emulate him and emphasize 

self-serving success whatever the cost. 
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Smith is worried that too much emphasis on unrestrained growth will be 

detrimental to his overall mission.  Smith wants to warm his readers up to the positive 

benefits of a commercial society before they begin focusing on the potential downside.  

Emphasizing a restrained acceptance gives a sense of control that will make it more 

palatable to those in power. 

3.6.5	  Fear	  the	  Pulpit:	  Smith’s	  Reason	  to	  be	  Defensive	  
 

Smith may not have faced death as a punishment for rankling the church, but a 

real threat existed nonetheless.  I argue that Smith’s primary reason for writing 

esoterically on usury is defensive.  It is unlikely that an author would be executed for 

their writings in Smith’s time, save perhaps for treason, but there was still a real threat to 

Smith’s career as a scholar and government bureaucrat.  Smith’s concern is not from the 

threat of physical violence.  He is worried about serious social ramifications including 

having his works fade to obscurity. 

Two of Smith’s close friends and colleagues faced censure from the Protestant 

Church.  Henry Home, Lord Kames was threatened with excommunication for his Essays 

on the Principles of Morality and Natural Religion.  Hume was targeted by Calvinists for 

his skepticism and purported atheism.  While Hume maintained his skeptical position, the 

Lord Kames made efforts to tone down, and eventually remove, much of his 

controversial arguments by editing his essay and issuing a pamphlet of response (Home 

2005, xvi-xvii).   

Lord Kames played an integral part in setting Smith on his path to greatness.  

Kames was Smith’s first employer.  In 1748 Kames hired Smith to deliver a set of 
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lectures in Edinburgh shortly after his departure from Oxford.  These lectures helped 

establish Smith’s reputation, and paved the way for his position at Glasgow (Phillipson 

2010, 72).  The two maintained a lifelong friendship that included correspondence as late 

as 1778 (Smith Corr., 234).  It is hard to believe Smith would not be aware of the 

tribulations of such a close friend and confidant.  It is even harder to believe that Smith 

would not take such a lesson to heart.   

David Hume faced adversity in securing academic positions because his works 

were deemed critical towards religion.  For example, Hume’s early works caught the 

attention of Frances Hutcheson.  Hutcheson was a devout Christian, and was troubled by 

Hume’s open skepticism.  Hutcheson used his influence to prevent Hume from being 

appointed the Chair of Moral Philosophy at Glasgow (Phillipson 2010, 65 & 126).  Hume 

and Smith were undoubtedly close, and Hutcheson was Smith’s instructor at Glasgow 

prior to studying at Oxford.  Smith was intimately familiar with all of the key players in 

the exchange.  Smith had a keen sense of what was going on around him.  While Smith 

wanted nothing more than to work with his dear friend he knew it was unlikely.  His 

comments on Hume’s being passed over include an acknowledgement of Hume 

conflicting with Presbyterian standards: “the public would not be of my opinion [of 

Hume’s appointment]; and the interest of the society will oblige me to have some regard 

to the opinion of the public” (Phillipson 2010, 126). Hume’s exclusion from the academic 

world is on account of his conflict with the predominant religious order of Scotland, and 

served as an early warning to Smith to tread lightly on religious matters such as usury.  
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Both Hume and Kames wrote in a manner that influential religious figures found 

to be challenging to church doctrine.  Both serve as a lesson for Smith in exercising 

caution when approaching matters that the church would consider challenging their 

doctrine or authority.  Remember that the church’s position on usury was the status quo 

policy when Smith was writing.  Smith knew what the church position was, how far he 

could push the issue, and the ramifications if he strayed too far (Stewart 1971, 153; Lucas 

2010, 35).  Smith’s method of argumentation is further evidence of Smith’s choice to 

avoid conflict with the church.  Smith’s entire exoteric message on usury fails to address 

any of the justifications used by the church along moral lines.  Smith’s arguments focus 

on the functioning of credit markets when the predominant position justifying usury laws 

address the moral implications of lending at exorbitant rates.  Smith never addresses 

Aristotle’s sterile money directly, which would be the place to start in agreeing or 

disagreeing with status quo policy (Pack 1997, 128).  If Smith were genuine about 

supporting the status quo you would expect at least lip service to Aristotle.  Smith’s 

omission is interesting given Dugald Stewart addresses Aristotle directly in defending his 

position on usury (1971, 146-7).  By writing esoterically Smith affords himself some 

leeway.  Smith could have just as easily been silent on the matter, but his choice to 

include it is an indication of sincerity.  As I contend, he sincerely opposed the status quo 

position.  Providing an esoteric message consistent with that position allows Smith to 

avoid the rancor that his dear friends Hume and Kames endured.  By provoking a 

Bentham, Smith advances learning, and does so without diminishing the effectiveness of 
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his overall body of work.  Smith learned important lessons on exercising restraint in his 

writing from the experiences of his close friends. 

Adam Smith had risen to a state of cultural royalty in his day.  He was highly 

respected in Scotland as an intellectual.  From his humble beginnings giving lectures in 

Edinburgh, to his positions at Glasgow, through his time with the Duke of Buccleuch, to 

his appointment on the Customs Board (Phillipson 2010, 42; 120-2; 182).  Smith was 

aware of his social position and influence (Klein 2012, 141; Phillipson 2010, 182).  But 

being cultural royalty also makes the benefactor subject to additional scrutiny and 

expectations of behavior.  Being cultural royalty lends itself to embedding the person into 

cultural norms.  The further Smith become entrenched the more careful he had to be in 

regards to the cultural practices he chose to challenge. 

Smith worried about ruffling too many feathers.  He muted or withheld his attacks 

on topics that were deeply engrained in the fabric of Scottish and English society.  Such 

hedging can be seen by some of the inconsistencies and omissions in WN.  For example, 

Smith is oddly quiet on the poor laws.  You would expect a man willing to deplore 

slavery would be equally likely to deplore the poor laws (TMS, 282).  Smith’s position 

on usury also falls into this category. Smith’s flimsy surface arguments in favor of usury 

laws is consistent with a status quo position, but it smacks of Smith pulling punches. 

The Catholic Church and the Protestant sects of Scotland both weighed in on the 

topic of usury.  Leaders of major protestant sects had published opinions on usury such as 

Luther and Calvin.  The Catholics had been issuing edicts on usury for over a thousand 

years.  Catholics had traditionally been pretty harsh towards usury, but the church began 
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taking a more modern approach early in Smith’s lifetime.  Pope Benedict XIV established 

a policy similar to Calvin’s in 1745 (Houkes 2004, 374).  The Pope and Calvin realized 

that an outright ban on loaning at interest was becoming an increasing difficult position to 

maintain.  Both Calvin and the Pope were willing to acknowledge that times were 

changing in a way that required adjustment to church policy to match the emerging 

commercial society.  However, they were unwilling to fully relent. 

Most of Smith’s policy proposals were targeted at removing bad policies that 

benefited a few at the cost of the many.  Freer labor markets, free trade within England 

and Scotland, free trade between countries, and land reform all target a small group of 

people that enjoy restrictions on competition.  The removal of those restrictions benefits 

the general welfare of society at the cost of the few enjoying special privileges (Viner 

1927, 213).  When Smith discusses usury, he is not taking on a small group like a guild or 

conspiring merchants.  The pool of lenders may be small, but the pool of borrowers can 

extend to just about anyone given the right circumstances.  The mob of mankind, in 

Scotland at least, would be indoctrinated on usury by their church.  Instilling a sense of 

community and emphasizing the necessity of charity stand counter to the common belief 

of lenders preying on the needy.  Any owner of capital is a potential lender, and thus a 

potential usurer.  Smith worries about the majority of society being influenced by 

religion, “with regard to religion, positive law always has been, and probably always will 

be, more or less influenced by popular superstition and enthusiasm.” (WN, 792).  There 

is no reason that Smith’s remark should not apply to Protestant and Catholic doctrine on 

usury.  Smith’s hedging in favor of the status quo is Smith taking a safe position on a 
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topic that is likely to attract the ire of the majority of society, even if indirectly through 

church leadership and clergy.  Going against the status quo on usury is taking on the 

Papacy and the Protestants.  Such hedging is wise given the lessons Smith learned from 

Hume and Kames.   

While Smith occupied his role as cultural royalty, Bentham was an independently 

wealthy man (Houkes 2004, 394).  Bentham was not worried about his academic 

positions, or how his reputation would affect the university that employed him.  Bentham 

could afford to take greater risks in openly expressing his beliefs no matter if they ran 

counter to popular beliefs.  Rather than viewing Smith’s silence on Bentham as oversight 

perhaps it was a quiet approval.  Smith had no qualms with openly addressing what he 

thought was dangerous or wrongheaded ideas.  Smith dismantled Mandeville in TMS, 

which is all the more reason Smith’s silence toward Bentham is interesting.  

Advocating reform beyond the status quo on usury would be seen as 

revolutionary.  Such reform means to challenge the policies, and by extension, the 

authority of the church.  As Smith says about the beliefs and privileges of faction, they 

are “zealous to defend them against the encroachments of every other order of society.” 

(TMS, 230). There were no factions larger than the Catholic and Scottish Churches 

during Smith’s time. The potential for religious fanaticism was a real and present threat 

(McCloskey 2008, 65-6). 

3.6.6	  Bentham	  Got	  the	  Message	  
 

I contend that Smith’s position on usury is a form of dispersive esoteric writing.  

Smith’s argument in support of usury legislation was soundly questioned by Bentham 
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using Smith’s own words.  What Bentham did not realize was that he read Smith on 

usury exoterically and was unhappy with Smith’s arguments.  Bentham’s choice in 

dismantling Smith using his own arguments suggests that Smith’s true message lay 

hidden dispersed through his written works.  Further, Smith’s dispersed arguments 

running counter to the status quo also contradict the two traditional foundations against 

usury.  Smith contradicts the religious and the philosophical arguments against usury. 

Smith’s knowledge of the ancient philosophers is unquestionable.  A portion of 

Part VII of TMS addresses Plato and Aristotle’s systems of moral philosophy.  Clearly 

Smith is familiar enough with their works to offer his critique.  References to Plato and 

Aristotle occur throughout TMS and WN.  Smith specifically mentions Plato’s ideal 

republic (WN, 399).  Yet, Smith consistently shows a position contrary to the classical 

position on usury.  Smith rejects the idea of Aristotelian sterility by stating that interest is 

a proper role of money (WN, 69).  In discussing the success of early Scottish banks in 

promoting growth Smith notes the novel method of loans offered by Scottish banks (WN, 

299).   

Smith rejecting sterile money may seem silly from a modern perspective, but as I 

have shown above, the concept exists as late as the 13th century with the Scholastics.  

Smith’s emphasis on individuals freely bargaining is central to WN.  However, such 

individual autonomy and the acceptance of spontaneous order stands in contrast with the 

Scholastic’s just price.  Smith’s digression on the Corn Laws is a perfect example.  Under 

the just price doctrine, a merchant would be subject to punishment if he or she was 

caught charging a price too far from what is deemed the market, or just, price.  But this 
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price is determined during periods where there is neither a famine or an excess supply.  

However, if the market is competitive a merchant is unlikely to raise the price for fear of 

pricing him or herself out of the market.  The more likely case for a merchant charging an 

unusually higher price is when supply is low, such as a famine.  Smith contends that even 

in such a case the merchant unintentionally serves the public interest.  The merchant 

desires to set a price that clears the market by the end of the season, and doing so helps 

smooth consumption.  The scholastics would argue such surge pricing was a violation of 

the just price.  Smith disagrees.  Adjusting prices to market conditions should be readily 

accepted.  It is better that some curb their consumption at a higher price than everybody 

pay the just price and starve at the end of the season (WN, 534-5). 

There is one topic where Smith is consistent with the traditionalist arguments and 

that is on the distinction between productive and consumptive loans.  Smith also views 

consumptive loans negatively, which is consistent with the Judeo-Christian tradition.  

However, he also states that the majority of loans are productive (Smith WN, 350).  If 

productive loans are the more predominant type, then the traditional argument for usury 

is weakened as the types of loans specifically targeted by usury policy becomes a smaller 

proportion of the total loans.   

Smith’s general theme in both TMS and WN is a system of natural liberty.  

Bentham understood Smith’s message, but missed on the subtlety needed in the particular 

argument on usury.  Whether Bentham realized it or not, he served to bring Smith’s 

esoteric message on usury to light.  If Smith wanted to maintain his veil, then his only 

recourse was silence.  Smith’s gift of TMS and WN sent to Bentham was the best gesture 
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that Smith could afford.  Bentham wanted an outright admittance from Smith, but 

Bentham would have to settle with finding the answers himself. 
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APPENDIX: KEY WORDS FOUND IN TMS AND WN 

Table 7:  Key Words in TMS and WN 

Paragraph Part of 
Speech Jural Type Keyword 

Theory of Moral Sentiments 
I.I.32 Adjective None superior 
I.I.45 Adjective None superiority 
I.II.32 Noun comparative superior 
I.III.11 Noun comparative superiors 
I.III.17 adjective None superior 
I.III.18 Noun jural superiors 

Noun jural superiors 
I.III.19 Noun jural superiority 

Noun jural superiority 
Noun None authority 
Noun jural superiority 

I.III.20 Adjective None superior 
Noun comparative superior 
Noun comparative superior 
Noun comparative superiors 

I.III.21 Noun None sovereign 
Adjective None superior 

I.II.23 Noun comparative superiority 
I.III.27 Adjective None superior 
I.III.33 Noun jural superior 

Noun jural superiors 
I.III.34 Noun comparative superiors 
I.III.35 Noun comparative superior 
II.II.3 Noun jural superior 
II.II.8 Noun jural superior 

Noun jural magistrate 
Noun jural sovereign 
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Noun jural law-giver 
II.III.16 Noun comparative superior 

Noun comparative superiority 
Noun comparative superiority 
Noun comparative superiority 

II.III.17 Noun jural sovereign 
III.I.46 Adjective None superiority 
III.I.73 Noun jural superiority 

Noun jural superiority 
III.I.78 Noun comparative superiors 
III.I.82 Noun comparative superiors 

Noun comparative superior 
II.I.84 Noun jural sovereign 
III.I.86 Adjective None superior 
III.I.105 Noun jural sovereign 

Noun jural superior 
III.I.112 Noun None superior 
III.I.121 Adjective None superior 
IV.I.4 Adjective None superior 
IV.I.8 Noun comparative superiors 

Adjective None superior 
Adjective None superior 
Adjective None superior 

IV.I.11 Adjective None superior 
IV.I.12 Adjective None superior 
IV.I.17 Adjective None superior 
IV.I.18 Adjective None superior 
IV.I.21 Noun comparative superior 
IV.I.22 Noun None sovereign 
V.I.5 Adjective None superior 
V.I.13 Adjective None superior 

Noun comparative superiors 
V.I.25 Noun jural magistrate 
VI.I.8 Adjective None superior 
VI.I.16 Adjective None superior 
VI.I.17 Noun comparative superior 
VI.II.24 Noun comparative superiority 
VI.II.25 Noun comparative superiors 
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VI.II.27 Adjective None superiority 
VI.II.28 Noun jural superior 

Noun jural sovereign 
VI.II.31 Noun None sovereign 
VI.II.36 Noun jural magistrate 
VI.II.43 Noun jural sovereign 

Noun jural superiority 
VI.II.48 Adjective None superior 
VI.III.5 Adjective None superior 
VI.III.7 Adjective None superior 
VI.III.9 Adjective None superior 
VI.III.10 Adjective None superiority 
VI.III.16 Noun comparative superiority 

Noun comparative superiority 
Noun comparative superiority 
Noun comparative superiority 

VI.III.22 Noun comparative superiority 
VI.III.25 Noun comparative superiority 

Noun comparative superior 
Noun comparative superiors 
Noun comparative superiority 

VI.III.27 Noun comparative superior 
Adjective None superior 

VI.III.30 Noun jural superiors 
VI.III.33 Noun comparative superiority 

Noun comparative superiority 
VI.III.35 Noun comparative superiority 

Noun comparative superiority 
VI.III.36 Noun comparative superiority 
VI.III.39 Noun comparative superiors 

Noun comparative superiors 
VI.III.40 Noun comparative superiors 
VI.III.41 Noun comparative superiority 

Noun comparative superiority 
VI.III.42 Noun comparative superiority 
VI.III.45 

Noun comparative superiority 

VI.III.48 Noun comparative superiority 
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VI.III.51 Noun comparative superiority 
VII.II.8 Noun comparative superiority 
VII.II.25 Adjective None superior 
VII.II.27 Noun comparative superior 

Noun comparative superior 
VII.II.32 Noun jural superiority 
VII.II.36 Noun comparative superior 
VII.II.40 Adjective None sovereign 
VII.II.41 Noun jural sovereign 
VII.II.43 Adjective None superior 
VII.II.54 Adjective None superior 

Adjective None superior 
VII.II.59 Noun None superiority 
VII.II.65 Noun comparative superiors 
VII.II.75 Adjective None superior 
VII.II.76 Adjective None superior 
VII.II.91 Noun None superiority 
VII.III.8 Noun jural magistrate 

Noun jural authority 
Noun jural magistrate 
Noun jural magistrate 

VII.III.9 Noun jural magistrate 
VII.III.12 Noun jural superior 
VII.III.31 Noun None sovereign 
VII.IV.10 Noun jural magistrate 
VII.IV.25 Noun jural superiority 

Noun jural superiority 
VII.IV.36 Noun jural magistrate 

Noun jural magistrate 
Noun jural authority 
Noun jural authority 

Wealth of Nations 
I.I.8 Noun None sovereign 
I.I.9 Noun None sovereign 

Noun None sovereign 
I.1.4 Noun None superiority 

Noun None superiority 
Noun None superiority 
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Adjective None superior 
Adjective None superior 

I.3.3 Adjective None superior 
I.4.10 Noun jural sovereign 

Noun jural sovereign 
I.5.11 Noun jural sovereign 
I.5.39 Noun None superiority 

Noun None superiority 
I.5.40 Noun None superiority 
I.6.2 Adjective None superior 
I.6.3 Adjective None superior 

Adjective None superior 
Adjective None superior 
Adjective None superior 

I.8.13 Noun jural magistrate 
Noun jural magistrate 
Adjective None superior 

I.8.26 Adjective None superior 
Adjective None superior 

I.8.32 Adjective None superior 
I.8.47 Noun None superiority 
I.10.11 Adjective None superior 

Noun comparative superior 
Noun comparative superiority 
Noun None superiority 
Adjective None superior 

I.10.21 Adjective None superior 
Adjective None superior 

I.10.26 Adjective None superior 
I.10.27 Adjective None superior 
I.10.34 Noun None superior 
I.10.67 Noun jural law-giver 
I.10.71 Adjective None superior 
I.10.79 Noun comparative superior 

Noun comparative superior 
Noun comparative superior 

I.10.80 Noun None superiority 
I.10.81 Noun None superiority 
I.10.89 Noun comparative superiors 
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Noun None superior 
I.10.95 Noun None superior 
I.11.18 Noun None superiority 
I.11.19 Noun None superior 
I.11.25 Noun None superiority 
I.11.34 Noun None superiority 

Adjective None superior 
I.11.37 Adjective None superior 
I.11.38 Noun None superior 
I.11.43 Adjective None superior 
I.11.49 Noun None superior 
I.11.79 Noun None sovereign 
I.11.80 Adjective None superior 
I.11.84 Noun None sovereign 
I.11.85 Noun None superiority 

Noun None superior 
Noun None superior 

I.11.165 Noun None sovereign 
I.11.181 Adjective None superior 
I.11.191 Noun None superiority 

Noun None superiority 
I.11.205 Noun None superiority 
I.11.215 Noun None superiority 
I.11.246 Noun None superior 
I.11.248 Noun None superior 
I.11.264 Noun comparative superiority 

Adjective None superior 
II.1.31 Noun jural superiors 

Noun jural sovereign 
Noun jural sovereign 

II.2.104 Noun None superiority 
II.3.2 Noun jural sovereign 
II.3.39 Noun comparative superiors 

Noun None sovereign 
Noun None sovereign 

II.4.17 Adjective None superior 
II.5.10 Noun None superior 
II.5.22 Noun None superiority 
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II.5.31 Adjective None superior 
II.5.36 Noun None superiority 
II.2.3 Noun jural sovereign 
III.2.10 Noun None superior 
III.2.12 Noun jural sovereign 

Noun None authority 
Noun None sovereign 

III.2.19 Noun jural sovereign 
III.2.20 Noun comparative superior 
III.3.8 Noun jural sovereign 
III.3.10 Noun None sovereign 

Noun None authority 
III.3.11 Noun jural authority 

Noun jural sovereign 
Noun jural sovereign 

III.4.4 Noun jural superiors 
III.4.5 Noun none sovereign 
III.4.19 Adjective None superior 
IV.I.1 Noun jural sovereign 
IV.1.30 Noun jural sovereign 

Noun jural sovereign 
Noun jural sovereign 

IV.1.33 Noun comparative superior 
IV.2.10 Noun jural law-giver 

Noun jural authority 
IV.2.12 Noun jural law-giver 
IV.3.16 Noun None superiority 

Noun None superiority 
Noun None superiority 

IV.3.40 Noun None superior 
IV.3.41 Adjective None superior 

Noun None superiority 
IV.7.18 Noun None law-giver 
IV.7.24 Noun None superior 

Noun jural sovereign 
IV.7.25 Noun jural superior 

Noun jural superior 
IV.7.29 Noun comparative superior 
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IV.7.39 Noun None superior 
IV.7.41 Noun jural superior 
IV.7.74 Noun jural superiority 
IV.7.75 Noun comparative superiority 

Noun None superior 
IV.7.76 Noun None superior 

Noun jural magistrate 
IV.7.78 Noun comparative superiority 

Noun comparative superiority 
IV.7.101 Noun None superiority 
IV.7.102 Noun None superiority 
IV.7.105 Noun None superiority 
IV.7.109 Noun None superior 

Noun None superior 
Noun None superiority 

IV.7.114 Noun None superiority 
IV.7.117 Adjective None superior 
IV.7.126 Noun None superiority 
IV.7.140 Noun None superior 
IV.7.144 Noun None superiority 
IV.7.155 Noun jural sovereign 

Noun jural sovereign 
Noun jural sovereign 

IV.7.158 Noun jural sovereign 
IV.7.161 Noun comparative superior 
IV.7.166 Noun jural superiority 
IV.7.173 Noun None superiority 

Noun None superiority 
IV.7.185 Noun jural sovereign 
IV.7.188 Noun jural sovereign 

Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 

IV.7.189 Noun jural sovereign 
Noun None sovereign 
Noun jural sovereign 
Noun jural sovereign 
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Noun jural sovereign 
IV.7.191 Noun jural superior 
IV.8.24 Noun None superior 
IV.8.30 Noun jural sovereign 
IV.8.31 Noun jural sovereign 

Noun jural sovereign 
Noun jural sovereign 

IV.8.32 Noun jural sovereign 
IV.9.15 Noun None superiority 
IV.9.30 Noun comparative superior 
IV.9.40 Noun comparative superior 
IV.9.43 Noun comparative superior 
IV.9.51 Noun jural sovereign 

Noun jural sovereign 
IV.9.52 Noun jural sovereign 

Noun jural sovereign 
V.1.0 Noun jural sovereign 

Noun jural sovereign 
Noun jural sovereign 

V.1.1 Noun jural sovereign 
V.1.3 Noun jural sovereign 

Noun jural sovereigns 
V.1.5 Noun jural sovereign 
V.1.6 Noun jural sovereign 
V.1.11 Noun jural sovereign 
V.1.20 Noun comparative superior 
V.1.23 Noun comparative superiority 

Noun comparative superior 
V.1.24 Noun comparative superiority 
V.1.27 Adjective None superiority 
V.1.28 Noun comparative superiority 
V.1.31 Noun comparative superiority 

V.1.32 
Noun None superiority 
Noun None superior 

V.1.34 Noun None superior 
V.1.35 Noun None superiority 
V.1.38 Noun None superiority 

Noun None superior 
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V.1.39 Noun jural sovereign 
V.1.40 Noun jural sovereign 

Noun jural authority 
Noun jural authority 
Noun jural sovereign 
Noun jural magistrate 
Noun jural authority 
Noun jural sovereign 
Noun jural superiority 
Noun jural sovereign 
Noun jural sovereign 

V.1.41 Noun jural sovereign 
Noun jural sovereign 

V.1.42 Noun None superiority 
Adjective None superiority 

V.1.44 Noun jural sovereign 
V.1.47 Noun jural superiority 
V.1.48 Noun jural superiority 
V.1.49 Noun jural superiority 

Noun jural superior 

V.1.50 

Noun None superiority 
Noun None superiority 
Noun None superiority 
Noun None superiority 

V.1.51 

Noun comparative superiority 
Noun comparative superiority 
Noun comparative superiority 
Noun jural superior 
Noun jural superiority 

V.1.55 Noun jural authority 
Noun jural authority 
Noun comparative superior 
Noun comparative superior 
Noun jural authority 
Noun jural authority 
Noun jural authority 
Noun jural sovereign 
Noun jural authority 

V.1.56 Noun jural authority 
Noun jural sovereign 
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Noun jural authority 
Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 

V.1.58 Noun jural sovereign 
Noun jural authority 
Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 

V.1.59 Noun jural sovereign 
Noun jural sovereign 
Noun jural authority 
Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 

V.1.60 Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 

V.1.63 Noun jural sovereign 
Noun jural sovereign 

V.1.64 Adjective None superior 
V.1.69 Noun jural sovereign 
V.1.73 Noun jural sovereign 

Noun jural sovereign 
V.1.86 Noun jural authority 

Noun None superior 
Noun jural magistrate 

V.1.87 Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 

V.1.93 Noun jural sovereign 
V.1.119 Adjective None superior 
V.1.131 Noun jural sovereign 
V.1.138 Noun jural superiors 

Noun jural superiors 
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V.1.168 Noun comparative superior 
Noun comparative superior 
Noun comparative superiority 
Noun comparative superior 

V.1.171 Noun jural authority 
Noun jural authority 
Adjective None superior 

V.1.172 Noun comparative superiority 
Noun comparative superior 

V.1.173 Noun comparative superior 
V.1.189 Noun jural superiors 

Noun jural superiors 
V.1.203 Noun comparative superior 
V.1.205 Noun jural sovereign 

Noun jural sovereign 
V.1.206 Noun jural sovereign 

Noun jural authority 
Noun jural authority 
Noun jural sovereign 
Noun jural authority 
Noun jural superior 
Noun jural authority 
Noun jural authority 
Noun jural sovereign 
Noun jural authority 
Noun jural sovereign 

V.1.207 Noun jural sovereign 
V.1.208 Noun jural sovereign 

Noun None authority 
Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 

V.1.209 Noun jural sovereign 
Noun jural sovereign 

V.1.210 Noun jural authority 
Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 

V.1.211 Noun jural sovereign 
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V.1.212 Noun jural sovereign 
Noun jural sovereign 

V.1.215 Noun jural sovereign 
Noun jural sovereign 

V.1.216 Noun jural sovereign 
V.1.220 Noun jural sovereign 

Noun jural sovereign 
Noun jural authority 

V.1.223 Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 
Noun   authority 
Noun comparative superiors 

V.1.226 Noun comparative superiors 
V.1.230 Noun jural sovereign 
V.1.232 Noun jural sovereign 
V.1.233 Noun jural sovereign 

V.2.1 
Noun jural magistrate 
Noun jural sovereign 

V.2.2 Noun jural sovereign 
V.2.3 Noun jural sovereign 
V.2.5 Noun jural sovereign 

V.2.8 

Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 

V.2.16 
Noun jural sovereign 
Noun jural sovereign 

V.2.22 
Noun jural sovereign 
Noun jural sovereign 

V.2.28 Noun jural sovereign 
V.2.31 Noun jural sovereign 

V.2.33 
Noun jural sovereign 
Noun jural sovereign 

V.2.34 
Noun jural sovereign 
Noun jural sovereign 

V.2.41 Noun jural sovereign 
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V.2.42 Adjective None superior 
V.2.47 Noun jural sovereign 

Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 

V.2.60 Noun jural sovereign 
V.2.61 Noun jural sovereign 

Noun jural sovereign 
V.2.63 Noun jural sovereign 
V.2.76 Noun jural sovereign 
V.2.91 Noun jural sovereign 
V.2.105 Noun jural sovereign 

Noun jural sovereign 
V.2.118 Noun jural superior 

Noun jural superior 
V.2.119 Noun jural superior 

Noun jural sovereign 
Noun jural sovereign 

V.2.126 Noun jural sovereign 
V.2.129 Noun jural sovereign 
V.2.143 Noun jural superior 

Noun jural superiors 
V.2.154 Noun comparative superior 
V.2.170 Noun jural sovereign 
V.2.188 Noun comparative superior 

Noun comparative superior 
Noun comparative superior 

V.2.189 Noun comparative superior 
Noun comparative superior 
Noun comparative superior 

V.2.194 Adjective None superior 
V.2.200 Noun comparative superior 

Noun comparative superior 
V.2.201 Noun jural sovereign 
V.2.219 Noun jural sovereign 

Noun jural sovereign 
Noun jural sovereign 

V.2.222 Noun comparative superior 
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Noun comparative superior 
V.3.1 Noun jural sovereign 
V.3.2 Noun jural sovereign 

Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 
Noun jural sovereign 

V.3.3 Noun jural sovereign 
V.3.4 Noun jural sovereign 
V.3.9 Noun jural sovereign 
V.3.48 Adjective None superior 
*Paragraph numbers are from the econlib.org version 
of TMS and WN, not Liberty Fund as used elsewhere 

 
Source:  http://www.econlib.org/library/Smith/smMS.html 

http://www.econlib.org/library/Smith/smWN.html 
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