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Reciprocity in Smith

Benoit Walraevens™*

This paper aims at providing a reconstruction of a general theory of reci-
procity from Smith’s works which provides both a descriptive and a nor-
mative account of reciprocity, and explains reciprocal behavior in bilateral
relationships as well as the origin and evolution of social rules of reciproc-
ity. I will show that this “Smithian” theory of reciprocity can explain several
experimental results, generate previsions for new experiments and offer an
interesting alternative to existing models of reciprocity and social prefer-
ences in economics. Smith offers a non-utilitarian, emotion-based and
moral theory of reciprocity. We conclude in underlining how the idea of
reciprocity is at the heart of Smith’s theory of morality and of his moral
egalitarianism.

Keywords: Smith (Adam), reciprocity, morality, social preferences,
experiment

La réciprocité chez Smith

Cet article a pour but de reconstruire une théorie générale de la réciprocité
a partir des textes de Smith. Cette théorie présente a la fois une approche
descriptive et normative de la réciprocité, et explique aussi bien les com-
portements de réciprocité dans les relations entre deux individus que 1'ori-
gine et I'évolution de regles sociales de réciprocité. Nous montrerons que
cette théorie « smithienne » de la réciprocité peut expliquer de nombreux
résultats expérimentaux, générer des prévisions pour de nouvelles expé-
riences et offrir une alternative aux modeles existants en économie, les mo-
deles de « préférences sociales ». Smith offre donc une théorie non utilita-
riste et morale de la réciprocité, fondée sur les émotions de gratitude et de
ressentiment. Nous montrons enfin que I'idée de réciprocité est au coeur de
la théorie morale de Smith et de son égalitarisme moral.

Mots-clés : Smith (Adam), réciprocité, moralité, préférences sociales,
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While reciprocity has long been an object of study in both the natural
and the social sciences,! economics has been late to study it.2 But since
the 1990s, a significant number of empirical and theoretical works have
been published on this topic, providing the economists with different
models of reciprocity. These recent developments are part of their
growing interest in non-selfish or “other-regarding” preferences and
motivations. Economists had to explain why many people in labora-
tory and field experiments often do not behave according to the pre-
dictions of the homo oeconomicus model and, especially, why they re-
ward co-operators and punish uncooperative people in so-called social
dilemmas, even when they can expect no benefit from their behaviour
in the future (i.e in unrepeated games). Reciprocity naturally became a
possible answer (among others) to this puzzle.

The purpose of this paper is twofold. Firstly, it aims at providing a
reconstruction of a general theory of reciprocity from Smith’s works. By
“general” I mean a theory which can provide both a descriptive and a
normative account of reciprocity, and explain reciprocal behavior in
bilateral relationships as well as the origin and evolution of social rules
of reciprocity. Reciprocity is simply defined here as rewarding people
who have acted kindly (“positive” reciprocity) and punishing those
who have acted hurtfully (“negative” reciprocity), even though it can
be costly for the reciprocator. As we shall see, while reciprocity can be
seen as a form of exchange between individuals, it differs from “eco-
nomic” exchange in important aspects and especially as in reciprocity
people are treated as ends in themselves® and not as means to satisfy
one’s own ends (Kolm, 2000, 1). Even if Smith never used the words
“reciprocity” or “reciprocal” in his books,* I believe that the concept of
reciprocity plays a major role in his explanation of social and moral life.
It is a key concept for understanding the importance of the fundamen-
tal equality of individuals in his moral theory. Moreover, following
Hume’s project to provide a new science of human nature based on
empirical grounds®, Smith’s interest in reciprocity is to be seen as the
expression of his careful study of the variety of people’s motivations
for action, and especially of their other-regarding principles.

! See for example the pioneering works of Hamilton (1964) and Trivers (1971) in
biology, Mauss (1924), Malinowski (1932) and Sahlins (1972) in anthropology, and
Becker (1956) and Gouldner (1960) in sociology. For early works on reciprocity in
the field of psychology, see Macaulay and Berkowitz (1970).

2 A notable exception in economics is Kolm, whose works on reciprocity date back
to the 1970s and early 1980s and whose 2008 book might be the most comprehen-
sive study on reciprocity in economics.

3 This view of reciprocity, in which other people are ends for us rather than means,
is called “intrinsic reciprocity” by Sobel (2005) and contrasted with selfish or “ex-
trinsic reciprocity” in which other people reciprocate because it is in their interest
to do so.

* However, he did use the term “reciprocally” once (TMS, 1Liii.3.1, 85).

®On Smith's attempt at building his own science of human nature, see Berry (2014).
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I will show that this “Smithian” theory of reciprocity can explain
several experimental results,® generate previsions for new experiments
and offer an interesting alternative to existing models of reciprocity
and social preferences in economics, as Smith and Wilson (2017; 2019)
recently showed. Indeed, Smith offers a non-utilitarian, emotion-based
and moral theory of reciprocity, as we will see later. This paper thus
completes Paganelli (2011)’s more general study of how Smith’s Theory
of Moral Sentiments (TMS) can explain human cooperation in both per-
sonal and impersonal exchanges. Secondly, I will highlight that the
idea of reciprocity as such is at the heart of Smith’s moral theory, our
moral judgments on others and on ourselves crucially depending on
our constant switch of position between agent and spectator.

I will build my account of Smith’s model of reciprocity mainly,
though not only, upon his analysis of the merit and demerit of actions
as it is presented in his TMS. Smith’s moral treatise is now widely
quoted by economists, and especially by behavioral and experimental
economists (Khalil, 1990; 1996; 2017; Ashraf, Camerer, and Loewen-
stein, 2005; Gintis et al., 2005; Sally, 2001; Smith, 1998; 2003; 2010; 2016;
Smith and Wilson, 2014; 2017; 2019), who find important insights
therein regarding the psychology and morality of human decision-
making. More specifically, I will focus my attention on the two pas-
sions that are the cornerstones of positive and negative reciprocity:
gratitude and resentment, respectively. In Smith’s taxonomy of the
passions, gratitude belongs to the “social” passions which bind people
together, whereas resentment is one of the “unsocial” passions which
oppose us. This point leads to important differences between positive
and negative reciprocity, as we will show later. Yet the common char-
acteristic and specificity of these passions lies in the fact that in addi-
tion to elicit our interest in others’” welfare, they push us to be the in-
strument of it, that is, to make them feel joy or pain for what they have
done to us or to other people we sympathise with (TMS, ILii.1.5, 68).
Gratitude and resentment have received extensive but generally dis-
tinct treatments in Smithian scholarship,” except in Elster (2011), Smith
(2016), and Smith & Wilson (2017; 2019). The present study intends to
provide a more detailed and comprehensive view of Smith’s concep-
tion of reciprocity, and especially of its moral character. I will thus com-
plete and sometimes criticize the interpretations of these authors in

¢ Smith’s works can also explain several experimental results related to the conse-
quences of markets on morality, as was shown by Paganelli (2013).

7 On gratitude in Smith, see Hanley (2009) and Harpham (2004; 2012), who consid-
ers that Smith might be the greatest modern philosopher of gratitude (2004, 28)
and that gratitude is at the heart of his moral theory (2004, 22). On the latter point,
we will try to show that it is reciprocity in general, and not just gratitude, which is
the core of Smith’s moral theory. Concerning Smith’s theory of resentment and its
antecedents, specific studies include Pritchard (2008), Stalley (2012), MacLachlan
(2010), and Schwarze and Scott (2015).
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order to create a general and singular theory of reciprocity from
Smith’s texts. The paper is organised as follows. Section 1 and 2 will
present Smith’s descriptive approach to positive and negative reciproc-
ity between two individuals. Section 3 discusses indirect reciprocity, or
what happens when a third individual, an external, real, and unin-
volved spectator is introduced into the model. Section 4 then details
Smith’s normative point of view on reciprocity, or what he defines as
a proper reciprocity between two individuals. This leads to an intro-
duction of Smith’s concept of the impartial spectator’s perspective. Sec-
tion 5 enlarges the model to an indefinite number of individuals, ex-
plaining the foundations and evolution of social norms of reciprocity.
Section 6 sums up the main characteristics of Smith’s general model of
reciprocity in modern terms and underlines how it substantially differs
from existing models in economics. Moreover, I show how this model
provides a wide range of testable propositions and explains a large
class of experimental results. I conclude in underlining how the idea of
reciprocity is at the heart of Smith’s theory of morality and of his moral
egalitarianism. Judgments of propriety and the figure of the impartial
spectator both rely upon a constant and reciprocal switch of position
between actor and spectator.

1. Positive Reciprocity Between Two Agents:
a Descriptive Approach

I begin my analysis of Smith’s theory of reciprocity with his description
of the simplest, paradigmatic case of reciprocity, namely positive reci-
procity between two agents. It is based on the natural feeling of grati-
tude.® It takes place when an agent performs a kind action towards an-
other agent.” Let us call them respectively A and B. The latter, whose
wellbeing has been enhanced by A’s generous action, will feel some
gratitude towards A. Consequently, (s)he will desire to reward A and
thus will reciprocate their kind action.

Let us focus first on A’s behaviour—the benefactor. The reciprocity
relationship is opened by A’s generous or kind action towards B. Smith
makes two interesting claims about benefactors. Firstly, that “Nature
... exhorts mankind to acts of beneficence, by the pleasing conscious-
ness of deserved reward” (TMS, 11.ii.3.4, 86). In other words, the pleas-
ure which is derived from being beneficent takes two distinct forms:
the first form lies in a pleasure of self-approbation not unlike what
economists call a “warm-glow” effect (Andreoni, 1990) and the second
lies in a pleasure in being approved by others for our kind action. The

8 Smith’s views on gratitude seem especially indebted to the philosophers of an-
cient Rome and Greece, and especially Seneca and Cicero (Elster, 2011; Harpham,
2012; Tegos, 2018).

? On Smith's theory of the virtue of beneficence, see Hanley (2009, chapter 6).
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latter is a consequence of sympathy, allowing us to share others’ pas-
sions and feelings. The former comes from the fact that A knows that
his or her conduct is approved of by the impartial spectator (TMS,
I1.ii.2.4, 85), so that “when he looks forward to those whom he has
served, [he] feels himself to be the natural object of their love and grat-
itude, and, by sympathy with them, of the esteem and approbation of
all mankind” (ibid.). In Smith’s words, (s)he knows (s)he is “praisewor-
thy”. In fact, properly beneficent actions generally attract two kinds of
non-monetary rewards: social praise and praiseworthiness, which
Smith takes pains to distinguish and to hierarchize (TMS, 111.2.1-2, 113-
114). Indeed, praiseworthiness is, for Smith, of higher value than and
can be enjoyed independently from social praise (TMS, I11.2.5, 115-116).
Moreover, he adds that the pleasure of social approbation is of little
value when it is not coupled with the pleasure of self-approbation
(TMS, 111.2.4, 114-115). We need to think that we deserve praise to enjoy
others” praise fully. Smith’s second claim about benefactors has to do
with the end of this quote and helps to make a connection with recip-
rocators’ behaviour. Indeed, as Kolm (2008, 78-79, 140) also noticed,
Smith states that the value of counter-gifts by direct and indirect recip-
rocators will significantly exceed the cost of our initial gift.!? But if there
is a net benefit in giving, does that mean that for Smith, giving could
be self-interested? Of course not. The importance of motives, which we
will insist on later, must be introduced here. If we give in order to be
given something in return, or in other words if we exhibit selfish mo-
tives, we will not be rewarded as we should be, because gratitude
would be diminished or non-existent. We conclude that “selfish” giv-
ing would be ineffectual and self-defeating.

This leads us to focus on reciprocators’ behaviour. Reciprocity
seems to be a natural and universal phenomenon for Smith, as it is for
Hutcheson or Hume. He writes that “Nature, which formed men for
that mutual kindness, so necessary for their happiness, renders every
man the peculiar object of kindness, to the persons to whom he himself
has been kind.” (TMS, V1.ii.1.19, 225) In other words, “kindness is the
parent of kindness” (ibid.) and thus we are naturally generous towards
those who have been generous with us, and with others (TMS, 11.ii.1.10,
82). As we shall see, Smith’s TMS abounds with such maxims of reci-
procity'!. The analysis of positive reciprocity is based on the passion of
gratitude, which prompts us to “reward” our (properly motivated,

10 “No benevolent man ever lost altogether the fruits of his benevolence. If he does
not always gather them from the persons from whom he ought to have gathered
them, he seldom fails to gather them, and with a tenfold increase, from other peo-
ple.” (TMS, V1.ii.1.19, 225)

1 For example, Smith quotes the Christian command “to love our neighbour as we
love ourselves” but adds that “it is the great precept of nature to love ourselves
only as we love our neighbour, or what comes to the same thing, as our neighbour
is capable of loving us.” (TMS, Li.5.5, 25)
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unselfish) benefactors.!? But what exactly makes us feel grateful? Eve-
rything that causes us some pleasure (HA, II1.2, 49) and emanating
from “sensitive” beings, Smith answers,'® because the satisfaction of
gratitude precisely consists in “retaliating those sensations upon what
gave occasion to them; which it is to no purpose to attempt upon what
has no sensibility.” (TMS, ILiii.1.3, 94) Receiving a gift creates a feeling
of “debt”, of which we will not be unloaded until we have “recom-
pensed” our benefactor or “repay[ed]” him for his generous conduct
(TMS, 11.1.1.5, 68). In the case of multiple benefactors, Smith notes, men
tend to think that their gratitude and “debt” is “divided among the
different persons who contributed to their pleasure” and thus that “a
smaller share seems due to anyone.” (TMS, ILiii.2.2, 98)

Yet Smith goes further, arguing that returning the pleasure we had
is neither the sole nor the true end of positive reciprocity. In Smith’s
words, “what gratitude chiefly desires, is not only to make the bene-
factor feel pleasure in his turn, but to make him conscious that he meets
with this reward on account of his past conduct, to make him pleased
with that conduct, and to satisfy him that the person upon whom he
bestowed his good offices was not unworthy of them.” (TMS, 1Liii.1.4,
95) Reciprocity is a very specific type of exchange, a moral and personal
relationship in which we share our common humanity and attain hu-
man dignity as persons of equal worth. As Smith writes, we are happy
to find someone whose sentiments are in agreement with our own,
who values us as we value ourselves “and [who] distinguishes us from
the rest of mankind” (ibid.). Our benefactor makes us feel loved and
esteemed and it is to “maintain in him these agreeable and flattering
sentiments” and to show that we were not “unworthy of them” that
we return his favours (ibid.). Altruism being a scarce resource (TMS,
I11.3.4, 137), we admire the capacity of the beneficent man to transcend
his natural preference for himself, his self-love (Hanley, 2009, 158). Re-
ciprocating gifts and benefits fosters social concord and harmony.

However, there are exceptions to this natural gratitude and reci-
procity towards our benefactors. Sometimes people are not rewarded
for their kindness. They face “ingratitude”, which is strongly disap-
proved of by the impartial spectator owing to its improper, selfish mo-
tives (TMS, 1Lii.1.3, 78; VLii.1.19, 225). This means that not returning
presents exposes individuals to social disapprobation and blamewor-
thiness. We reciprocate other people’s generosity also to avoid the pain

12 “To reward, is to recompense, to remunerate, to return good for good received.”
(TMS, 11.i.1.4, 68) Hanley (2009, 156, 180) also underlines that Smith’s analysis of
gratitude is founded on the idea of reciprocity but we disagree with him when he
suggests that reciprocal beneficence is, for Smith, self-interested or based on mu-
tual advantage (2009, 181).

13 “Before anything can be the proper object of gratitude or resentment, it must not
only be the cause of pleasure or pain, it must likewise be capable of feeling them.”
(TMS, 11.iii.1.3, 94)

CEconomia — Histoire | Epistémologie | Philosophie, 10(4) : 657-686
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of feeling guilty. Even though of “all the duties of beneficence, those
which gratitude recommends to us approach nearest to what is called
a perfect and complete obligation”, we cannot compel someone to rec-
ompense us for our beneficence (TMS, 11.ii.1.3, 79). The want of grati-
tude “cannot be punished” because it “does no positive hurt to any-
body” (TMS, 11.ii.1.3, 79). It just disappoints our expectations. Benefi-
cence “is always free, it cannot be exerted by force” (ibid., 78). Moreo-
ver, it would be improper to ask someone to reward us for our gener-
osity and even “more improper than his neglecting to perform it” be-
cause it would mean that we made a gift to get a counter-gift, which
we characterised as “selfish” giving (TMS, 11.ii.1.3, 79).

2. Negative Reciprocity Between Two Agents:
a Descriptive Approach

Smith’s descriptive point of view on negative reciprocity parallels his
account of positive reciprocity. Just as people feel some natural grati-
tude towards their benefactors, they will feel some natural resentment
towards individuals who hurt them.'* Smith claims that “As every man
doth, so shall it be done to him, and retaliation seems to be the great
law which is dictated to us by Nature” (TMS, 11.ii.1.10, 82). This maxim
of reciprocity implies here that if A harms B, B’s resentment towards A
will lead him to punish A. For Smith “resentment seems to have been
given us by nature for defence, and for defence only” (TMS, ILii.1.4,
79). Despite being an unsocial passion, resentment thus plays a seminal
role in the preservation of social order and that is why it is so important
for Smith.

It is nothing but “the safeguard of justice” because “it prompts us
to beat off the mischief which is attempted to be done to us, and to
retaliate that which is already done” (ibid.). Resentment for Smith is
both backward and forward looking's, making the offender “repent of
his injustice” and preventing others from being tempted to harm us as
well “through fear of like punishment” (ibid.).!® Mirroring the analysis

4 Smith’s conception of resentment seems to be highly indebted to Butler’s. For a
comparison between Butler and Smith on resentment, see Pritchard (2008) and
MacLachlan (2010).

15 Stalley (2012, 76) also notes that for Smith, resentment is not only ‘backward-
looking’.

16 Intergestingly, Smith defends this view of negative reciprocity in the WN on a
critical issue of economics: international commerce. He takes the example of the
commercial war between France and Great Britain in the seventeenth and eight-
eenth centuries, accusing the French of imposing high duties or prohibitions on the
import of British products. He argues: “Revenge in this case naturally dictates re-
taliation, and that we should impose the like duties and prohibitions upon the im-
portation of some or all of their manufactures into ours.” (WN, 1V.ii.38, 467). That
is precisely what happened, leading to mounting hostility between these countries.
For Smith, “There may be good policy in retaliations of this kind when there is a
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of gratitude, resentment is excited by everything that causes us some
pain and that originates from sensitive beings (TMS, ILiii.1.1-2, 94).
Moreover, its satisfaction will also consist in “retaliating those sensa-
tions upon what gave occasion to them”, that is in this case to cause the
person who hurts us to feel pain (TMS, ILiii.1.3, 94). Also, the more
pain we will have endured, the greater our natural resentment and
subsequent punishment will be (TMS, 11ii.2.2, 83). However, once
again, returning the sensations we have had does not seem to be the
true goal of (negative) reciprocity for Smith (TMS, ILiii.1.5, 95). Smith
provides us with a distinctive theory of punishment (Stalley, 2012, 69).
Beyond inflicting some pain, punishing our offenders for their bad be-
haviour is meant to make them repent of their conduct (TMS, 1Liii.1.5,
96). In particular, Smith argues, they must understand that no one is
entitled to value themself more than others and to satisfy their self-love
regardless of the consequences of their actions on others. The issue of
human equality and dignity is here at the forefront of reciprocity'”.
People who hurt us must be aware that all individuals are of equal
worth and thus deserve equal respect. As was rightly noted by
MacLachlan, resentment contains “a desire for accountability and ac-
knowledgment from the wrongdoer that she be made to grieve on ac-
count of her behaviour toward me” (MacLachlan, 2010, 165). Reciproc-
ity is an ethical relationship because it involves our seeing other people
as ends, rather than as means for satisfying our own interests. In
Smith’s words, “What chiefly enrages us against the man who injures
or insults us, is the little account which he seems to make of us ... the
unreasonable preference which he gives to himself above us, and that
absurd self-love, by which he seems to imagine, that other people may
be sacrificed at any time, to his conveniency or his humour.” (TMS,
ILiii.1.5, 96) The offender did not put himself into others’ position and
so did not take into account the consequences of his conduct upon
them. While the benefactor exhibited less self-love than what we natu-
rally expect from our fellows, here the offender shows excessive self-
love and an unforgivable contempt for the happiness of others. He
“wants that sense of what is due to our fellow-creatures which is the basis
of justice and of society” (TMS, 11.iii.2.8, 102, we underline). Revenge
and punishment are precisely meant to “bring him back to a more just

probability that they will procure the repeal of the high duties or prohibitions com-
plained of”, that is, only if we can expect these retaliations to lead to mutual coop-
eration and free commerce in the future (WN, 1V.ii.39, 468). This will depend on
the “skill” of “that insidious and crafty animal, vulgarly called a statesman or leg-
islator, whose councils are dictated by the momentary fluctuations of affairs.”
(WN, 1V.ii.39, 468)

7 The most extensive treatment of Smith’s conception of dignity is to be found in
Debes (2012) who argues that its main feature is to be based on the affective di-
mension of man rather than the rational or divine part of man in the kantian and
theological traditions.
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sense of what is due to other people, to make him sensible of what he owes
us, and of the wrong that he has done to us” (TMS, 1Liii.1.5, 96, we
underline). “A moral being is an accountable being”, as Smith nicely
writes elsewhere (TMS, 111). Our natural capacity of resentment pre-
supposes a sense of common humanity (Schliesser, 2017, 90). There are
things that we owe to other people, just because they are our fellows,
and especially not to hurt them for improper reasons. With reciprocity
we try to restore the natural equality of men and to make them feel that
they are “but one of the multitude, in no respect better than any other”
(TMS, 111.3.4, 137). He must understand “the deformity of doing the
smallest injury to another, in order to obtain the greatest benefit” for
himself (ibid.). Resentment is a call for equal, mutual respect and recip-
rocal recognition (Darwall, 2006, 84-85). We feel some resentment be-
cause we get less than what is our due, while we feel gratitude because
we get more. Our rewards and punishments restore our natural equal-
ity.
v Besides, an essential common feature of positive and negative reci-
procity, of the natural feelings of gratitude and resentment, is their de-
pendence upon both the intentionality of and motivations behind the
actions that benefited or harmed us. As Smith clearly states: “before
anything, therefore, can be the complete and proper object, either of
gratitude or resentment”, it must have produced pleasure or plain
“from design” and, he adds, “from a design that is approved of in the
one case, and disapproved in the other” (TMS, ILiii.1.6, 96). We can
draw several consequences or propositions from this point. Firstly, it
means that if we think that we deserved to be harmed, we should not
feel some resentment towards our offender (TMS, 11.iii.1.5, 96). Sec-
ondly, that if we judge the motivations of our benefactor to be proper,
and that of our aggressor to be improper and yet the person “failed in
producing either the good or the evil which he intended”, then “less
gratitude seems due to him in the one [case], and less resentment in the
other” (TMS, 1Liii.1.6, 96). Thirdly, that if we disapprove of the motives
of our benefactor and do not disapprove of those of our offender and
yet their actions produced “either great good or great evil”, then we
will feel “some gratitude” in the former case and “some resentment”
in the latter (ibid., 96-97). A fourth proposition, unmentioned here by
Smith but discussed later, is that unintentional though beneficial or
hurtful actions will elicit less gratitude and resentment.!® We will come

18 As Schliesser (2017, 121-133) nicely shows, Smith offers an interesting analysis of
the piacular feeling, distinct from guilt, which is what we feel when we have in-
voluntarily hurt someone (TMS, 1L.iii.3.4-5, 106-107; VILiv.30, 338-339). It leads to
a feeling of debt and to a willingness to help the victim or his brethren. Conse-
quently, it gives rise to good offices, like gratitude does. Schliesser (2017, 133) and
Hankins (2016, 739) rightly note that this sentiment is quite important for develop-
ing our sense of human dignity and equal respect for others because through it
man is “taught to reverence the happiness of his brethren, to tremble lest he should,
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back to the issues raised by intentionality and motivations when we
explain Smith’s normative point of view on reciprocity between two
individuals. Before that, we need to understand “indirect” reciprocity,
that is, reciprocity by external observers who are not directly benefited
or harmed.

3. Indirect Reciprocity

Therefore, indirect reciprocity is a refinement of our model, introduc-
ing new agents, external spectators who reciprocate kind and hurtful
actions done to others. Meaning that if A helps B, then C (and D, E, etc.)
will reward and help A. Likewise, if A hurts B, then C (and D, E, etc.)
will punish and hurt A. In his book on reciprocity, Kolm (2008, 5) calls
this phenomenon “reverse reciprocity” or the “Descartes effect” be-
cause it was first noticed by the French philosopher in his work on the
passions of the soul. Moreover, we concur with Kolm (2008, 78) that
Smith also underlined this form of indirect reciprocity in almost the
same terms. There are therefore always three points of view on any
given situation: the viewpoint of the agent, that of the affected party,
and that of unaffected spectator(s), the external observers (Harpham,
2012, 14-15). Two issues will be discussed here. Firstly, why is it that
unaffected, external spectators will exert some reciprocity? Secondly,
what are the consequences of indirect reciprocity? As to the first point,
the causes of indirect reciprocity, Smith’s explanation is based on his
analysis of individuals’ natural sharing of passions: the faculty of sym-
pathy or “fellow-feeling”. In the case of benevolent actions, an external,
uninvolved spectator will feel what Smith calls a “redoubled sympa-
thy” (TMS, Lii.4.1, 38). This means that he will approve of and sympa-
thise with both the kindness and generosity of the benefactor and with
the gratitude of the beneficiary (ibid., 39; TMS, 11.i.2.4, 70). The neces-
sary condition for the natural gratitude of the spectator to emerge and
for reciprocity to take place is that the individual approves of the mo-
tives behind the generous act of A towards B (TMS, 11.i.3.1, 71). It is
pleasant for a spectator to observe benevolent actions and the pleasure
(and gratitude) it gives to the beneficiary. In the case of malevolent ac-
tions, an external, uninvolved spectator will feel a “divided sympathy”
(TMS, 1.ii.3.1, 34). This means that (s)he will disapprove of and feel
some antipathy towards the offender and will sympathise with the re-
sentment of the victim (ibid.). As Smith states, people have a strong
“fellow-feeling with the injuries that are done to their brethren” (TMS,

even unknowingly, do any thing that can hurt them, and to dread that animal re-
sentment which, he feels, is ready to burst out against him, if he should, without
design, be the unhappy instrument of their calamity” (TMS, 11.iii.3.4, 106). Yet we
agree with Hankins (2016, 73), against Schliesser (2017), that for Smith the piacular
feeling has more to do with regret than with shame.
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Liii.2, 34). This is “indignation”, or third-party resentment (TMS,
L.ii.3.3, 35). Again, the assessment of the motives behind the action that
elicited some resentment and demand for reciprocity is crucial. In other
words, external observers will feel some indignation only insofar as
they judge the intentions of the offender to be improper (TMS, 11.i.3.1,
71; 11.i.4.3, 74). Otherwise, they would deserve no punishment, as we
saw earlier (TMS, 11.i.3.3, 72). Another common point between the grat-
itude and resentment (or indignation) of the spectator is that both are
necessarily less intense than the “original” passion of the agent, since
they are a “copy” of it in the former’s imagination.

There is, nonetheless, an important difference between indirect pos-
itive and negative reciprocity: it is much easier to sympathise with
gratitude than with resentment, so that indirect gratitude will be more
frequently encountered than indignation. The reason is that resent-
ment is part of the unsocial passions, whose propriety point is, as Smith
claims, very low. It thus follows that we need to impose serious limits
on the intensity of our (natural) resentment if we want others to share
it (TMS, 1.ii.3.1, 34). By contrast, “generosity, humanity, kindness ... all
the social and benevolent affections, when expressed in the counte-
nance or behaviour ... please the indifferent spectator upon almost
every occasion.” (TMS, Lii.4.1, 39) Moreover, even when they are “ex-
cessive”, the benevolent passions “are never regarded with aversion”
(TMS, 1.ii.4.3, 40). On the contrary, even though “mankind ... have a
strong sense of the injuries that are done to another” (TMS, 1.ii.3.2, 34),
excessive expressions of “anger” and “resentment” are clearly frequent
and condemned (TMS, 1.ii.3.4, 35).1¢

Concerning my second point, the consequences of indirect reciproc-
ity, L have already partly answered this question in the case of positive
reciprocity in section I. Here, I underlined that for Smith there is a net
benefit in giving because the value of the counter-gifts by several re-
ciprocators significantly exceeds the cost of the initial gift, whether or
not they directly benefited from it (TMS, V1.ii.1.19, 225). External spec-
tators, who easily sympathise with beneficiaries” gratitude, will thus
take an active part in reciprocity, even though their indirect gratitude
is less intense than the original one. We can call this phenomenon
“third-party reward”.?’ Consequently, there is a pleasure for the bene-
factor in receiving approval not only from the recipient of their kind
act, but also from these indirect reciprocators (additional and distinct
from the benefactor’s pleasure of self-approbation). Along the same
lines, in the case of negative reciprocity the spectators’ indignation will
prompt them to ask for punishment and/or punish the offender

19 Likewise, “a person becomes contemptible who tamely sits still, and submits to
insults, without attempting either to repel or to revenge them. We cannot enter into
his indifference and insensibility: we call his behaviour mean-spiritedness” (TMS,
1ii.3.3, 35).

20 On this indirect generosity towards strangers, see Ule et al. (2009).
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themselves.?! This is what is now called “third-party punishment”.
However, knowing that this indirect resentment is necessarily less in-
tense than the original resentment of the victim, third-party punish-
ment will be less severe than second-party punishment. The same rea-
soning applies to third-party reward, which will be less intense than
the reciprocity of the beneficiary. Besides, someone who has performed
malevolent acts will, at a minimum, be disapproved of and ostracized
by these external, indifferent spectators. Even if this individual is not
actually punished for these acts, they will be haunted by their con-
science because they recognise themselves as blameworthy. Thus indi-
rect reciprocity creates significant reasons for dissuading people to
hurt others on the one hand, and for encouraging their benevolence on
the other.

4. The Moral Sentiments of Gratitude and Resentment:
the Normative Account of Reciprocity

The first three sections focused on Smith’s descriptive analysis of the
natural feelings of gratitude and resentment, which lead to direct and
indirect, positive and negative reciprocity. However, as Elster (2011)
also noticed, Smith additionally offers a normative point of view on
reciprocity when he discusses the moral sentiments of gratitude?? and
resentment and the proper reward and punishment for acts of kindness
and malevolence. Unsurprisingly, the norm of reciprocity is founded
on the impartial spectator’s point of view, which is the equivalent in
our imagination of the external, uninvolved observer we studied in the
previous section. So, in order to feel and express (perfectly) proper de-
grees of gratitude and resentment we need to imagine what an exter-
nal, unaffected and yet well-informed spectator would feel and do in
our case (LJ(B), 475). This process involves a distancing from our natu-
ral station and feelings of gratitude and resentment. More precisely,
we need to restrain the intensity of our passion so that every impartial
spectator can sympathise with it (TMS, 11.i.5.7, 76). The effort of self-
command we are asked to apply here varies greatly in terms of the de-
gree of passion we feel. Inspired by Aristotle, Smith defines the point
of view of the impartial spectator as a kind of golden mean between
the excess and lack of a passion. Too much resentment and retaliation

2 “When we see one man oppressed or injured by another, the sympathy which
we feel with the distress of the sufferer seems to serve only to animate our fellow-
feeling with his resentment against the offender. We are rejoiced to see him attack
his adversary in his turn, and are eager and ready to assist him whenever he exerts
himself for defence, or even for vengeance within a certain degree.” (TMS, IL.i.2.5,
70-71)

2 Qur distinction between “natural” and “moral” sentiments of gratitude is similar
to Harpham’s (2012, 19) distinction between “unrefined” and “refined” sentiments
of gratitude in Smith.
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will be disapproved of and condemned, as will insufficient revenge.
Knowing that the propriety point of resentment is quite low, as we saw
in section 2, it means that we have to make huge efforts of self-com-
mand in order to significantly decrease the intensity of that passion if
we wish to obtain the approbation of the impartial spectator. Express-
ing a proper or just degree of resentment and hence of negative reci-
procity is thus much more difficult than doing the same for gratitude
and positive reciprocity. This is due to the asymmetrical effect of pleas-
ure and pain on people’s well-being, as recent works confirmed (Offer-
man, 2002). For Smith, pains are more intensely felt than pleasures and
thus “adversity ... necessarily depresses the mind of the sufferer much
more below its natural state, than prosperity can elevate him above it”
(TMS, 1.iii.1.3, 44; 1.iii.1.8, 45). As a conclusion, individuals often feel
excessive resentment towards their offenders and might then exert un-
due revenge if there were no “judges” to prevent them from doing so.
The character of the judge is essential here. This individual embodies
the incarnation of the uninvolved, well-informed, and impartial spec-
tator and as such can decide what the just punishment for our aggres-
soris (TMS, Appendix II, 389). Resentment is the “safeguard of justice”,
Smith claims (TMS, 11.ii.1.4, 79). It is fundamental for the peace, order,
and stability of society to have judges who can relate and impose the
good and just thing to be done for repairing harmful actions. If people
took their own revenge, their natural tendency to exert excessive re-
sentment would make society chaotic (TMS, Appendix II, 389). By way
of contrast, no positive harm is done when our gratitude is defective
and an excess of it is unproblematic. Consequently, we do not need a
judge to impose duties of gratitude or to condemn ingratitude. This is
useless and practically impossible because the rules of beneficence and
gratitude do not have the same precision as the rules of resentment and
justice, as we will see again later. To sum things up, in negative reci-
procity the agent will pay his “moral debt” towards the victim to com-
pensate for the damage done, whereas in positive reciprocity the ben-
eficiary will “repay” his benefactor, both cases restoring the moral
equality of men. With reciprocity we give people what they morally
deserve.

But what are the information and criteria upon which the impartial
spectator can judge of the propriety and justice of rewards and punish-
ments, and thus of reciprocity? The judgment of the impartial spectator
on the merit and demerit of actions and thus on reciprocity is mainly
based on the three elements that we mentioned earlier. First, it depends
on the consequences of the action on our well-being, whether it caused
us some pain or pleasure. And there a simple rule applies: the more
pleasure (pain) we had, the more gratitude (resentment) we will feel
for our benefactor (offender), and the greater our reward (punishment)
will be. If the agent failed to help or hurt us, gratitude and resentment
will strongly diminish. Secondly, impartial spectators need to assess
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the (im)propriety of the motives of our benefactor (offender), to see
whether they (dis)approve of his/her intentions in helping (hurting)
us. If egoistic reasons are discovered behind the beneficence or grati-
tude of someone, such as giving in order to receive in return or to im-
pose on others and show his/her superiority, only “little gratitude
seems due” in such cases (TMS, I11.5.1, 162; TMS, 11.i.3.1, 71-72). Like-
wise, “a very small return seems due to that foolish and profuse gen-
erosity which confers the greatest benefits from the most trivial mo-
tives, and gives an estate to a man merely because his name and sur-
name happen to be the same [as] those of the giver” (TMS, 11.i.3.2, 72).
Moreover, satisfying gratitude out of the “cold sense of duty” is only a
second best for the proper and just gratitude of the impartial spectator
(TMS, 1IL5.1, 162). Concerning negative reciprocity, if we have been
hurt for proper motives, “all sort of resentment seems unjust”, and
punishment in this case is undeserved (TMS, 11.i.3.1, 71-72). Thirdly,
identifying proper returns for acts of beneficence and mischief requires
taking into account the intentionality of these actions. If we have been
involuntary hurt or benefited, we will feel less gratitude and resent-
ment because the lack of intentionality diminishes the merit or demerit
of the action (TMS, 1L.iii.1.6, 96). Note that Smith is aware of the issue
of information asymmetry between givers (takers) and receivers (vic-
tims). In an ideal world, we should judge of the merit and demerit of
an action on intentions alone. But men’s motivations for action are not
always easily discernible and, Smith adds, if we had to punish every
person showing bad intentions, the courts of justice would soon be full
(TMS, 1Liii.3.2, 105)! That is why Nature, in its “unerring wisdom”,
made us judge of the merit of an action also and mostly on its conse-
quences, which are more visible and straightforward. And this “irreg-
ularity of sentiments” is socially useful because “man was made for
action” and so cannot “be satisfied with indolent benevolence, nor
fancy himself the friend of mankind, because in his heart he wishes
well to the prosperity of the world.” (TMS, 11.iii.3.3, 106)

In short, the degree of reciprocity one deserves depends upon and
varies with the intentionality, motivation, and outcome of the action.
Yet Smith adds a fourth, crucial element, or rather a rule to apply in
order to identify what is a proper reward or punishment, namely
equality. He writes: “as soon as we can, we should make a return of
equal, and if possible of superior value to the services we have re-
ceived, would seem to be a pretty plain rule, and one which admitted
of scarce any exceptions” (TMS, I11.6.9, 174). Here we have what seems
to be a precise and quite common rule of positive reciprocity: returning
at least an equal value. However, the natural question that immedi-
ately comes to mind is the following: what should be made equal? And
for whom? We can imagine several forms of equal value. Let us sup-
pose that A makes a gift to B and B wants to return it. As was rightly
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noted by Elster (2009, 149-150), the general rule of equal value could
mean that:
i. the value of the gift for A should be equal to the value of the
counter-gift for B
ii. the value of the gift for A should be equal to the value of the
counter-gift for A
iii. the value of the gift for B should be equal to the value of the
counter-gift for B
iv. the value of the gift for B should be equal to the value of the
counter-gift for A

Smith is well aware of the ambiguities and indeterminacy of this so-
called rule of equal or higher value in reciprocity,? which distinguishes
the latter from economic exchange. He uses different examples to illus-
trate his point, one of them being particularly noteworthy. Indeed,
Smith asks, “if your friend lent you money in your distress, ought you
to lend him money in his? How much ought you to lend him? When
ought you to lend him? Now, or to-morrow, or next month? And for
how long a time?” (TMS, 111.6.9, 174). For Smith, it is also obvious that
“no general rule can be laid down, by which a precise answer can, in
all cases, be given to any of these questions” (ibid.). The impartial spec-
tator always takes into account the specificities of each case. His rec-
ommendations are highly context-dependent, taking into account the
“character” of the persons and their personal “circumstances”, so that
“you may be perfectly grateful, and justly refuse to lend him a half-
penny: and, on the contrary, you may be willing to lend ... him ten
times the sum which he lent you, and yet justly be accused of the black-
est ingratitude” (ibid.).

What about negative reciprocity? Smith refers once to the idea that
there should be “an equality at least betwixt the sufferings of the in-
jur’d person and the offender” but he discusses here the special case of
“wilful murder” and it is unclear whether this principle can be gener-
alised to every sort of crime or injury (LJ(A), 106). Going further, Elster
(2011) claims that Smith would be favourable to lex talionis, the law of
retaliation, which prescribes to take “an eye for an eye”. We disagree
with Elster on this point. Firstly, Smith never explicitly claimed in his
works that the law of retaliation is the right punishment for every
crime and offence. Secondly, even though Smith claimed that death
penalty could be approved of by the impartial spectator, as Elster
(2011) rightly noticed, this is so in the case of wilful murder and, again,
it is far from clear whether this can be generalised (LJ(A), 10). Given
that intentionality and motivations must be taken into account for
judging the propriety of reciprocity, we think that Smith would not see

% “Upon the most superficial examination, however, this rule will appear to be in
the highest degree loose and inaccurate, and to admit of ten thousand exceptions.”
(TMS, 111.6.9, 174)
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death penalty as a proper punishment for every murder, and especially
for unpremeditated and/or unintentional murder. The only measure
of the right punishment is and always will be how far the impartial
spectator can sympathise with the resentment of the victim: “if the in-
jury is so great as that the spectator can go along with the injured per-
son in revenging himself by the death of the offender, this is the proper
punishment, and what is to be exacted by the offended person or the
magistrate in his place who acts in the character of an impartial spectator”
(LJ(A), 104, we underline). But if the spectator “could go along with
him if he revenged the injury by a small corporal punishment or a pe-
cuniary fine, this is the punishment that ought to be inflicted” (ibid.). I
thus conclude that Smith’s normative principle of reciprocity, based on
the approbation of the impartial spectator, is not always aligned with
lex talionis, especially when the offender had “proper” motivations to
hurt someone.

5. The Origin and Evolution of Social Rules of Reciprocity

What happens now to reciprocity if we repeat the interactions and deal
with new people? While the impartial spectator’s point of view is nec-
essary to define what a perfectly proper reciprocity is in a specific case
involving two individuals, taking into account the circumstances of ac-
tion and the characteristics of the persons, this effort of distancing from
our natural point of view is out of reach for most of us, Smith claims.
Only the wise and the virtuous always follow their inner voice. Most
people, by contrast, are often prone to self-deceit, this “fatal weakness
of mankind”, which makes us unable to judge ourselves with impar-
tiality (TMS, 111.4.8, 158). Yet, Nature has offered us a “remedy” to our
tendency to hide to ourselves our “deformities” of character: the “sense
of duty”, by which we adhere to general rules of morality we have
formed from “our continual observations upon the conduct of others”
and thus can act with “tolerable decency” throughout our life (TMS,
I11.4.7, 158; 111.5.1, 163). Some actions “call forth our approbation, and
we hear everybody around us express the same favourable opinion
concerning them” (ibid.). They want “to honour and reward them” be-
cause they excite the “love, the gratitude, the admiration of mankind”,
so that “we become ambitious of performing the like; and thus natu-
rally lay down to ourselves a rule ... that every opportunity of acting
in this manner is carefully to be sought after” (ibid.). In other words,
“we do not originally approve or condemn particular actions; because,
upon examination, they appear to be agreeable or inconsistent with a
certain general rule. The general rule, on the contrary, is formed, by
finding from experience, that all actions of a certain kind, or circum-
stances in a certain manner, are approved or disapproved of” (TMS,
I11.4.8, 158). Smith thus presents a proto-evolutionary view of morality.
The general rules of morality are conventions, emerging from the
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“concurring sentiments of mankind” (TMS, 111.4.11, 160). They are the
unintended result of human social interactions, or more precisely of n
players’ games of reciprocity and serve as a second best for people
prone to “the misrepresentations of self-love” (TMS, 111.4.12, 160). The
latter memorize their experiences of approbation and disapprobation
as both agent and spectator and infer general rules of conduct from
them, which they strive to follow in order to maximize their chances of
social approval (i.e. of receiving praise and praiseworthiness, and of
avoiding blame and blameworthiness) without incurring the cost of
the processing of information and careful analysis associated with the
procedure of the impartial spectator, which deals with the specificities
of each case.?*

As an illustrative example, Smith precisely discusses the “man of
furious resentment” who, “if he was to listen to the dictates of that pas-
sion, would perhaps regard the death of his enemy as but a small com-
pensation for the wrong, he imagines, he has received” (ibid.). How-
ever, “his observations upon the conduct of others, have taught him
how horrible all such sanguinary revenges appear” and thus “he has
laid it down to himself as an inviolable rule, to abstain from them upon
all occasions” (ibid.). Thanks to his or her “reverence for the rule”, (s)he
is made “incapable of being guilty of such a violence” (ibid.). This rea-
soning applies to positive reciprocity too. Sometimes, Smith writes,
“the man who has received great benefits from another person, may,
by the natural coldness of his temper, feel but a very small degree of
the sentiment of gratitude” (TMS, 1IL.5.1, 162) and “though his heart
therefore is not warmed with any grateful affection, he will strive to act
as if it was, and will endeavour to pay all those regards and attentions
to his patron which the liveliest gratitude could suggest” (ibid.). Most
importantly, “he will carefully embrace every opportunity of making
a proper return for past services” and this “without any selfish inten-
tion of obtaining new favours” or “any design of imposing upon his
benefactor or the public” (ibid.). The ultimate motivation of his action
“may be no other than a reverence for the established rule of duty”,
that is, to act according to “the law of gratitude” (ibid.). Thus, we think
that Elster (2011) was wrong when he claimed that Smith never men-
tioned the idea that gratitude could be “enforced by social norms”.
Once we have internalized them, social rules help us to mimic what
others generally expect of us. But Smith makes it clear that this “sa-
cred” respect for the rules of society, this “sense of duty”, as important
as it is for the morality of society, is only a second best, especially in
the case of positive reciprocity. In his words, “a benefactor thinks him-
self but ill requited, if the person upon whom he has bestowed his good

2 For more details on the formation of social rules of cooperation in Smith, see
Paganelli (2011).

CEconomia — History | Methodology | Philosophy, 10(4) : 657-686

673



674

Benoit Walraevens |

offices, repays them merely from a cold sense of duty, and without any
affection to his person” (TMS, 111.6.4, 172).

Finally, Smith identifies a crucial difference between the rules of jus-
tice, of which resentment is the foundation, and the rules of social vir-
tues like gratitude and benevolence. The former are like “the rules of
grammar”, they are “precise, accurate and indispensable” while the
latter always remain “loose, vague and indeterminate, and present us
rather with a general idea of the perfection we ought to aim at, than
afford us any certain and infallible directions of acquiring it”, like the
rules of style or elegance in writing (TMS, 111.6.11, 175-176). In other
words, “there are no rules by the knowledge of which we can infallibly
be taught to act upon all occasions with ... proper beneficence” (ibid.,
176). As outlined earlier, returning at least an equal value to our bene-
factor seems to be the most obvious of rules of positive reciprocity or
gratitude and yet it allows for many exceptions and interpretations. By
contrast, the rules of resentment and punishment are precise and can
thus be codified, becoming the laws of justice, which are “the pillar” of
society, whereas rules of beneficence are only its “ornament” (TMS,
IL.ii.3.4, 86). To conclude on this point, the general rules of positive and
negative reciprocity, of resentment and gratitude, are nothing but the
generalisation of the two players’ interactions that we studied earlier.
They are the necessary though unintended result of the convergent ex-
periences of people in the indefinitely repeated game of social life.

6. Smith’s Model and Reciprocity in Economics

Smith’s theory of reciprocity presents three main characteristics that
distinguish it from current theories of reciprocity in economics. The
first characteristic, judiciously noted by Smith and Wilson (2014; 2017;
2019), is the fact that it is not based on the usual representation of indi-
viduals as utility-maximizers. It is a non-utilitarian theory of reciproc-
ity and as such provides a fruitful alternative to social preferences
models, most of which are based on utility maximization.”> As we saw
before, rendering the pain or pleasure we get from others” actions is
part of reciprocity but it is not its ultimate foundation. Reciprocity
takes into account not only the consequences or outcome of the action
affecting us (and others), but also the intentionality and motivations
behind it. By contrast, most economic models of reciprocity focus either
on outcomes (Fehr and Schmidt, 1999; Bolton and Oeckenfels, 2000) or
on perceived intentions (Rabin, 1993; Falk et al., 2003; Dufwenberg and
Kirchsteiger, 2004). However, one notable exception is Falk and Fisch-
bacher’s model (2006) which takes into account both intentions and
outcomes. Interestingly, this model was then used and refined by

% For general criticism on social preferences models and their inability to ade-
quately model reciprocity, see Wilson (2008; 2010).
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Stanca et al. (2009) to include motivations and to create experiments
testing the importance of the latter on reciprocity. Even though these
models see humans as utility maximizers, and as such fundamentally
differ from Smith’s model, they provide some support for his general
idea that reciprocal behavior relies on outcomes, intentionality, and
motivations. In reciprocity, the process by which an outcome is reached
is as important as the outcome itself. This is another difference with
economic exchange and that is why the identification of people’s inten-
tions and motivations is so important for understanding reciprocal be-
haviour.

Moreover, while most economic models of reciprocity are descrip-
tive and often built as post-hoc rationalizations of experimental data,
Smith’s theory is more than that. It is also prescriptive or normative,
defining what a proper reciprocity is, and it goes deep into the causes
and foundation of reciprocity. Finally yet importantly, for Smith, peo-
ple will reciprocate actions even though it is costly to them, that is,
without necessary regard for future benefits. Reciprocity is not (neces-
sarily) for Smith a disguised selfish act, preserving our long-term in-
terest. To use contemporary words, Smith’s theory of reciprocity is
based on “fairness” rather than on “mutual advantage”. The second,
notable characteristic of Smith’s model of reciprocity is the fact that it
is based on human emotional states or “feelings”, which are generally
ignored in economic theories of reciprocity.?* As we have explained,
the natural sentiments of gratitude, resentment, and indignation are
the foundations of reward and punishment, and thus of reciprocity.
People are driven by their passions to treat others as others treat them.
The third characteristic of Smith’s theory of reciprocity is that it is pri-
marily a moral theory of reciprocity, meaning that reciprocal behaviour
is not ultimately based on utilitarian considerations, but rather on the
idea of the equal dignity of all human beings, who are moral creatures
deeply interested in the propriety of their conduct.?” Above all, they

% A notable exception is Cox et al. (2007), which provides a parameterised model
of reciprocity in which emotional states like gratitude are included within utility
functions.

% While they do not raise the issue of human equality and dignity in Smith, Smith
and Wilson (2017; 2019) are perceptive, however, in their insistence on the im-
portance of the propriety of conduct in Smith'’s theory of action. Along these lines,
they offered a simple formal representation of Smith’s original model of individual
choice of action with its insistence on the propriety of conduct. It is presented as
follows. An action a;by individual i depends on i’s judgment of its propriety, given
the action’s contextual circumstances:

a;(Propriety | C) = a;(C). PR + Bi(C). PR. PW + 1 (C). PW + & (C),

“where PR and PW are (0, 1) indicators that action is praised by others (1), or not
(0), and is praiseworthy (1), or not (0); and a;, ;, y:and 6; are non-negative functions
weighting PR and PW in determining its propriety. In the second term, PW lever-
ages PR, while the third expresses the sentiment that PW may yield stand-alone
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want to be praised and praiseworthy and avoid being blamed and

blameworthy. To sum up, Smith offers a non-utilitarian (and non-con-

sequentialist), emotions-based, and moral theory of reciprocity, which

has no equivalent in economics.?® As we shall show now, Smith'’s the-

ory of reciprocity can be empirically tested by means of traditional ex-

periments like (modified) prisoner’s dilemma games, trust games or

ultimatum games. From our analysis of Smith’s texts in the previous

sections, we can now infer the following list of propositions on reci-

procity:

i. the sum of counter-gifts generally exceeds the value of the
ift

ii. ;:n case of multiple benefactors, our gratitude and reciproc-
ity is divided between them

iii. properly motivated and voluntary beneficial actions de-
serve and elicit full gratitude and reward

iv. improperly motivated, voluntary hurtful actions deserve
and elicit full resentment and punishment

v. properly motivated hurtful actions should not elicit any re-
sentment

vi. properly motivated yet unsuccessful benevolent actions
elicit less gratitude than successful actions

vii. improperly motivated yet unsuccessful harmful actions
elicit less resentment and punishment than actually harmful
actions

viii.improperly motivated yet greatly beneficent actions elicit
some gratitude

ix. properly motivated and greatly hurtful actions elicit some
resentment

x. beneficial yet unintentional actions will elicit less gratitude
and reward than intentional (and beneficial) ones

xi. hurtful yet unintentional actions will give rise to less resent-
ment and punishment than intentional actions

xii. third-party reward is based on indirect gratitude and is less
intense than second-party reward

xiii. third-party punishment is based on indignation and is less
intense than second-party punishment

xiv.excessive resentment elicits no indignation and thus no
third-party punishment

xv. the value of the counter-gift should at least be equal to the
value of the gift

xvi.ingratitude cannot be punished or exerted by force because
it makes no positive harm and beneficence is always free.

value, distinct from PR, even where no praise is possible.” (Smith and Wilson, 2017,
35-36)
% For another singular and general theory of reciprocity, see Bruni (2008).
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In joint work with Bart Wilson, Vernon Smith, whose interest in the
works of Adam Smith is not new? but seems to have grown over the
years, recently provided empirical tests and support for some of these
propositions (Smith and Wilson, 2015; 2017; 2018; 2019).%° For example,
they tested Smith’s idea that beneficence cannot be extorted by force
with a modified ultimatum game (Smith and Wilson, 2018). Likewise,
they imagined and implemented variations of trust games (Smith and
Wilson, 2017; 2019) to test his parallel claims that “actions of a benefi-
cent tendency, which proceed from proper motives, seem alone to re-
quire reward”, whereas “actions of a hurtful tendency, which proceed
from improper motives, seem alone to deserve punishment” (TMS,
ILii.1, 112). Interestingly, they show how Smith'’s ideas lead to a differ-
ent understanding of a basic trust game by “players” (Smith and Wil-
son, 2019, 114, 148).

Let’s take an example with a simple sequential prisoner’s dilemma
game to illustrate their argumentation. If both players choose to coop-
erate, they get an outcome of 3. If both choose to defect, they get 1. If
one of them chooses to cooperate while the other defects, the former
gets 4 and the latter gets 0. We use a traditional backward induction
reasoning. Let’s take first the position of player 2. He will imagine what
it is fair to do, that is, what an impartial spectator would approve or
disapprove. If player 1 chooses to cooperate, his action is properly mo-
tivated and can be perceived as kind and invoke gratitude because he
forewent a sure outcome (of 1) and offered player 2 the possibility to
improve his own outcome (get 3 or 4). So, player 2’s choice to recipro-
cate cooperation would be praiseworthy because both are better off (3
instead of 1) and he renounced to a higher income (of 4). By contrast,
choosing to defect would be disapproved of by the impartial spectator
and by player 1 because the latter would finish with nothing after fore-
going a sure outcome. Now let’s take the position of player 1. He
knows that “kindness is the parent of kindness” and so he can reason-
ably expect that if he chooses to cooperate, he will logically be recipro-
cated.

Along the lines of Smith and Wilson one could imagine investment
games (in which a first mover can send a sum of money, which is mul-
tiplied, to a second mover, who can then resend part or nothing of the
sum to the first mover) with variants including punishment options for
first movers and unintentional choices by the latter, in order to test
Smith’s propositions on reciprocal kindness and ingratitude. We could
also implement a two-rounds dictator game in which the roles would
be inverted between the first and the second round, the dictator of the
first round becoming the receiver of the second. Importantly, the two
players shouldn’t know from the beginning of the experiment that

29 See Smith (1998).
30 See also Smith (2013; 2016).
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there would be a second round so that the “generosity” of the dictator
in the first round cannot be motivated by the desire to be reciprocated.
The amount sent by the dictator during this round could be considered
as properly motivated beneficence, thus removing the ambiguity of
Smith and Wilson’s trust games in which the seemingly beneficent
move by the first player can be motivated by the expectation of higher
gains for himself too. By way of consequence, the amount sent by the
dictator in round 2 of our game could be considered as “reciprocal
kindness” or beneficence, rather than “reciprocal cooperation” as can
be found in trust games.3!

Moreover, let me recall that for Smith ingratitude should not be
punished while injustice should be. On the latter point, using “take”
games (in which a player can take part of the endowment of another
player who can then reply by taking back from the first mover) may be
relevant to assess the contexts in which people feel some resentment
and want to punish injustice.

More generally, in line with the predictions of Smith’s model of rec-
iprocity, a great number of laboratory and field experiments on several
classes of social dilemmas (such as trust games, gift-exchange games,
investment games, ultimatum, and prisoner’s dilemma games) have
shown the impact of perceived intentions and motivations, in addition
to outcomes, on reciprocal behaviour (McCabe et al., 2003; Cox et al.,
2006; Charness, 2004; Stanca et al., 2009; Lacour, 2011; Rand et al. 2015;
Toussaert, 2017; Orhun, 2018). They have also provided empirical sup-
port for the importance of third-party reward and punishment, or in-
direct reciprocity, for fostering and sustaining cooperation among hu-
mans in social dilemmas.?? Lastly, experiments confirmed the lower in-
tensity of third-party punishment with regard to second-party punish-
ment (Fehr and Fischbacher, 2004).3> However, I believe that there is
still some work to be done by experimental economists to test Smith’s
other propositions or predictions on reciprocity, especially their emo-
tional foundations, and to understand how and why people try to con-
form to what others expect from them (and what they think they
should expect from them) in order to receive praise and praiseworthi-
ness and to avoid blame and blameworthiness. According to Smith,
people naturally reward praiseworthy and punish blameworthy be-
haviors, even though it is costly to them and without expecting future
benefits from their actions. Thus, I agree with Elster (2011) in claiming
that Smith is a precursor of what is now called “strong reciprocity”3* in

3! We are borrowing here Isoni and Sugden’s (2019) distinction.

32 On the similarities and differences between Smith’s impartial spectator and em-
pirical spectators in modern social science, see Konow (2012).

33 But note that recently Leibbrandt and Lopez-Perez (2012) found that third parties
often punish as intensely as second parties and that most of the former do not pun-
ish in a more impartial way than the latter.

34 For a more nuanced view on this issue, see Clark (2009).
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opposition to self-interested, “weak” reciprocity (Guala, 2012). I think
that his works could be a source of inspiration and insights for those
who see humanity as a cooperative species and Man as a Homo Recip-
rocans (Fehr and Gachter, 1998; Bowles and Gintis, 2002; 2008; 2013;
Gintis et al., 2005; Dohmen et al., 2009), while looking for an alternative
to the models of social preferences built upon utility maximization,
along the lines of Vernon Smith and Bart Wilson’s recent works. For
Smith there are natural principles in human nature which make us re-
ciprocate both kind and hurtful actions. His works can help economists
better understand the emotional and moral determinants of human de-
cision-making. Recent empirical works on and models of “guilt-aver-
sion” (Charness and Dufwenberg, 2006; Battigali and Dufwenberg,
2007; Hauge, 2016; Khalmetski, 2016; Baloufatas and Sutter, 2017; Bel-
lemare et al., 2017), or the idea that individuals try to conform to others’
expectations and moral standards to avoid the painful sensation of
guilt, seem to be one step in that direction, since they confirm Smith’s
claims about the importance of social and self-approbation in human
conduct.®

Conclusion: Reciprocity as the Foundation
of Smith’s Theory of Morality

Adam Smith’s works offer a uniquely comprehensive, sophisticated,
and testable theory of reciprocity, built upon his careful and penetrat-
ing observations of human behaviour. Along the lines of Hume,
Smith’s moral philosophy is primarily a descriptive, social psychology
with strong empirical foundations. That is why Smith’s TMS is still so
effective at predicting and explaining contemporary human behav-
iour, and especially other-regarding principles of action. His way of
doing research and of building theories has much in common with
what behavioural and experimental economists do today, even though
he provides us with an alternative to the utility-maximizing models of
social preferences used for explaining reciprocity today. Smith’s model
of reciprocity is founded on the passions of gratitude and resentment,
defining what proper reciprocity is from the point of view of a well-
informed, external, impartial spectator taking into account the conse-
quences, intentionality, and motivations of action. In reciprocity, the
process by which outcomes are reached is as important as the outcomes
themselves. General rules of positive and negative reciprocity natu-
rally emerge from the convergent sentiments of individuals as to what
is fit and proper to be done in different circumstances and these rules
are then internalised by social actors. Reciprocity is both an individual

% On the significant impact of social approbation and disapprobation on human
conduct in social interactions, see Lopez-Perez and Vorsatz (2010) and Leibbrandt
and Lopez-Perez (2014).
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motivation and a social fact. It is an essential part of a peaceful and
flourishing social life for Smith and a key ingredient of his moral the-
ory. As Mauss later wrote, “reciprocity is the human rock on which
societies are built” (The Gift, quoted in Kolm, 2008). For Smith, the laws
of justice are the codification of the norms of the impartial spectator
about negative reciprocity or punishment in a given society and they
are the ultimate foundation of the peace and order of society, while
relations of positive reciprocity and gratitude are what makes a society
flourishing and happy (TMS, 1Lii.3.2-3, 85-86). Besides, reciprocity is
not limited to returning the pain or pleasure we get from others’ ac-
tions. More fundamentally, reciprocity is about seeing others as our
equals, sharing our common humanity and respect for their dignity.
But where does this feeling of equality comes from?

In order to explain it, I would like to underline that Smith’s moral
theory itself is built upon an idea of reciprocity between the judgment
of the actor and that of the spectator. The judgment of “propriety”, the
adequacy or “suitableness” of a passion to its object, is built upon the
process of mutual sympathy. This process is founded on both a recip-
rocal change of position and a reciprocal adjustment of our feelings to
those of the person we try to identify with (TMS, 1.i.2-4, 13-23). It works
as follows. On the one hand, there is the agent or “the person princi-
pally concerned”, who feels the “original” passion. On the other hand,
there is the spectator who feels, almost instantly, a “sympathetic” pas-
sion, which is a “copy”, though imperfect, of the original. Indeed, a
significant element of the model is the gap between the intensity of the
agent’s and spectator’s passion (TMS, 1.i.4.7, 21): the former is neces-
sarily higher than the latter, because sympathy is only an imaginary
and imperfect mechanism for putting oneself into another’s place. An
observer cannot feel stronger than the person principally concerned.
The spectator will never be able to enter fully into the agent’s character
or to know exactly the objects and causes of his passion. However, even
if the spectator will never feel the passion of the agent with the same
intensity, “harmony” and “concord” are not out of reach. What will
prompt both the agent and the spectator to regulate the intensity of
their passion and tend toward equilibrium is the common interest they
have in the typically human desire for, and pleasure, in sympathy
(TMS, 1i.2, 13-6). By contrast, the inability to reach a “concord” or
agreement upon moral sentiments is painful. There is a double incen-
tive to try to reach an agreement. Therefore, by his self-command, the
agent will try to reduce the intensity of his passion so that the spectator
sympathizes with him (TMS, 1.i.4.6-7, 21-2), while reciprocally the spec-
tator will increase his own intensity of passion by trying to enter into
every circumstance causing the passion. By making mutual conces-
sions, they fill the gap and reach an impartial equilibrium standpoint
called the “propriety point”. Mutual sympathy, approbation and
pleasure will then arise for both. In order to understand the rise of the

CEconomia — Histoire | Epistémologie | Philosophie, 10(4) : 657-686



| Reciprocity in Smith

other people’s sense of equality and dignity, of what is due to them just
because they are our fellows, we need, again, to look at the figure of
the impartial spectator which is the product of this constant change of
position between the actor and the spectator, between our national sta-
tion or point of view and those of others.* In other words, the creation
in our imagination of the impartial spectator is the natural and “insen-
sible” consequence of our experiences of successful and unsuccessful
processes of mutual sympathy.?” The desire of mutual sympathy insen-
sibly and naturally urges us to go beyond ourselves, to compare our
own vision with that of others and then to adopt a more general and
impartial point of view which they can approve of. This indifferent,
“uninvolved” and “impartial” spectator represents “the other people”
coming from “far and near” (Sen, 2009) or, in other words, representing
“mankind”. Thus for Smith our “conscience arises out of the constant
interplay of observation and experience, of empathy for others' feelings
and for others' probable responses to one's own” (Clark, 1992, 191).
And by seeing ourselves with the eyes of the impartial spectator, we
understand that we are “but one of the multitude”, that we are all equal
and cannot with impunity harm others for satisfying our own interest,
as we saw earlier. It is the impartial spectator (and its representation
by magistrates) which will help us to “humble to arrogance of our self-
love” and to be deeply concerned with others” happiness. From our
constant and reciprocal change of position we learn our sense of equal-
ity and from this sense of equality we reward our benefactors and pun-
ish our offenders, that is, we reciprocate. We have come full circle.

% For a similar idea that this continual change of position between the actor and
the spectator is the source of our sense of equality for Smith, see Debes (2012).

37 “In order to produce this concord, as nature teaches the spectators to assume the
circumstances of the person principally concerned, so she teaches this last in some
measure to assume those of the spectators. As they are continually placing them-
selves in his situation, and thence conceiving emotions similar to what he feels; so
he is as constantly placing himself in theirs, and thence conceiving some degree of
that coolness about his own fortune, with which he is sensible that they will view
it. As they are constantly considering what they themselves would feel, if they ac-
tually were the sufferers, so he is constantly led to imagine in what manner he
would be affected if he was only one of the spectators of his own situation. As their
sympathy makes them look at it in some measure with his eyes, so his sympathy
makes him look at it, in some measure, with theirs, especially when in their pres-
ence, and acting under their observation: and, as the reflected passion which he
thus conceives is much weaker than the original one, it necessarily abates the vio-
lence of what he felt before he came into their presence, before he began to recollect
in what manner they would be affected by it, and to view his situation in this can-
did and impartial light.” (TMS, 1.i.4.8, 22)
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