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Abstract 

This essay investigates the classical liberal theory of state. The purpose is to showcase that               

adherence to classical liberalism does not entail opposing all state actions outside the realm of               

preserving property rights and securing the rule of law. The study is based on the following                

research questions: 

 

- What is the role of the state, according to classical liberal state theory? 

- Can the state provide welfare services whilst upholding its legitimacy in accordance            

to classical liberal state theory? 

 

The method used in producing the answers to the research questions was an idea analysis,               

utilizing dimensions as the analytical device. The results show that classical liberalism            

advocates that the state upholds property rights and the rule of law. Additionally, the state               

ought to provide basic necessities for those in need and establish public institutions for which               

there exists societal, but not individual, demand for.  
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1.  Introduction 

1.1 Background 

It is no exaggeration to qualify liberalism as one of the world’s most influential political 

philosophies. Although there has never existed a universal definition of the ideology, in modern 

discourse it has become synonymous with a broad church of ideas covering vastly different 

topics, with the great ideological unifier being the appreciation for the concept of freedom.  

 

Tracing its roots to the Enlightenment and the subsequent French and American revolutions, 

liberalism has in many ways become representative of Western political philosophy.1 But 

defining it, and to an extent confining it to a certain set of ideas or concepts, proves difficult 

given the plethora of beliefs that can be categorized as liberal. A popular approach is dividing 

the philosophy into two schools of thought, the first being the classical school and the second 

being the social school.2  

 

Social and classical liberals in essence share what can be defined as the same ideological 

foundation. Similarities between the two can, amongst other areas, be seen in the shared views 

on the necessity of a market-based economy, a democratic society based on the consent of the 

governed and a respect for individual freedoms. What separates them and justifies this 

dichotomy of liberalism, is the way in which the two camps view the state’s role in society. 

  

Classical liberalism on a whole sprung from the 18th century, a time where the institutions that 

dominated society where those of church, monarchy and state. Classic liberalism can be said to 

have grown in response to the aforementioned, presenting a societal view that prioritized the 

rights of individuals over the expansive powers of societal and state institutions. 

 

Social liberalism, on the other hand, established itself in the late 19th and early 20th centuries 

and embraced a more flexible position on what the role of the state ought to be. Social 

liberalism, in short, wishes to utilize state power to advance societal progress on issues 

regarding equality and opportunity. 

 

 
1 Van De Haar, E, Classical Liberalism and International Relations Theory, 2009, p. 1-2. 
2 Bell, D, ’’What Is Liberalism?’’,  Political Theory, vol. 42, no. 6, 2014, p. 684. 
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1.2 The relationship between classical liberalism and libertarianism 

Libertarianism is best understood as a political philosophy that emphasizes that the only 

legitimate role of the state is to protect citizens’ rights to life, liberty and property.3 Although 

there undoubtedly exists different strands of libertarianism, it is most commonly associated 

with a tradition that merely sees the state as a protector of this set of rights. In turn, 

libertarianism embraces a laissez-faire stance on issues regarding the market economy.4 

 

In the Handbook of Political Theory Erick Mack and Gerald Gaus make the argument that 

classical liberalism and libertarianism share a sufficient amount of similarities to qualify them 

as belonging to the same school of political thought. Dubbing it the ‘’liberty tradition’’, Mack 

and Gaus invoke Alasdair MacIntyre’s definition of what a political tradition is composed of 

to defend their presumption.5 MacIntyre describes a tradition as being that development of ideas 

that both faces external opposition from those who reject the traditions ‘’fundamental 

agreements’’ and those internal deliberations regarding how these fundamental agreements are 

to be best understood. 

 

Mack and Gaus argue that the unifying set of ideas - that enable the classification of the liberty 

tradition as consisting of libertarianism and classical liberalism – is their shared commonality 

in that they believe society ought to be structured around respect for the individual and her 

rights.6 This moral understanding is best understood as that ‘’fundamental agreement’’ that 

unifies the two into one tradition. Internal splits tend to revolve around how this moral principle 

is best implemented into political doctrine.7 

 

The notion that classical liberalism and libertarianism are somehow deeply linked is not an 

opinion unique to either Mack or Gaus. Norman Barry makes the argument in On Classical 

Liberalism and Libertarianism that libertarianism is best understood as a collection of moral 

stances that justify a societal system of individualism. This is contrasted with what he perceives 

to be the utilitarian argument of classical liberalism, that individualism is preferable as it on a 

 
3 Hosper, J, What Libertarianism is, The Libertarian Alternative, 1974, p. 1. 
4 Ibid, p. 1. 
5 Gaus, G & Kukathas, C, Handbook of Political Theory, 2004, p. 132. 
6 Ibid, p. 133. 
7 Ibid, p. 118. 
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whole provides the greatest economic benefits for all of society.8 Barry proceeds to present 

libertarianism as a modern development of the classical liberal tradition, and thus rather than 

drawing a distinction between the two, positions classical liberalism as more of a footnote in 

the broader history of libertarian thought.9  

 

1.3 The research problem 

As mentioned in the background, there exists a precedent for qualifying social and classical 

liberalism as the two main branches of the ideology. As demonstrated in chapter 1.2, there in 

recent times also exists instances of classical liberalism being conflated with, or viewing it as 

a part of, libertarianism.  

 

Let us take a step back and look at what separated classical from social liberalism. The primary 

distinction between them lies in how they fundamentally view state power. Whereas social 

liberals embrace an expansion of state powers if they quell individual injustices, classical 

liberals instead advocate restraint - if such policies do not provide a utilitarian benefit to society. 

 

This utilitarianism of classical liberalism is best understood as separated from the mainstream 

utilitarianism of moral theory. Samuel Brittan calls it ‘’liberal utilitarianism’’ and classifies it 

as the belief that ‘’[…]individual desires should be […] satisfied to the maximum degree 

without interfering with the desires of others’’.10 

 

Such liberal utilitarianism still justifies the state in taking actions within the market-economy, 

if such interventions do not disenfranchise one individual to the benefit of another. Herein lies 

the great divide between social and classical liberalism, as social liberalism may support such 

interventions. Of note is that they both, albeit on different grounds, believe that the state may 

accept a role beyond that of merely protecting individual rights. Libertarianism, to the contrary, 

maintains that the only legitimate function of the state is upholding the individual rights to life, 

liberty and property. 

 

 
8 Barry, N, On Classical Liberalism and Libertarianism, 1987, p. 2. 
9 Ibid, p. 6. 
10 Gaus, G & Kukathas, C, Handbook of Political Theory, p. 116. 
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We can therefore surmise that there is a fundamental difference between the way in which 

social and classical liberalism view the role of the state compared to libertarianism. Relating, 

or at worst conflating, libertarianism with classical liberalism should with this in mind be seen 

as problematic. Libertarianism sees the state as a protector of rights, while classical liberalism 

views the state as an actor that may also partake in the market-economy if it does so with the 

aim of benefiting all individuals within society.  

 

The separation between classical and social liberalism has in the annals of liberal discourse 

become regarded as a given. But despite the significant differences between classical liberalism 

and libertarianism, there exists a tendency to present them as different sides of the same coin. 

This problem becomes particularly distinct when looking at programs meant to boost the 

welfare of individuals within a society. Such welfare services would, if one views libertarianism 

and classical liberalism as one unit - and social liberalism as another – fall into the category of 

being a socially liberal policy. Even though classical liberalism would embrace such a program 

if it upholds the ideal of liberal utilitarianism. Libertarianism, however, would oppose it on the 

grounds that the state would no longer act as a protector of rights, as such a policy would 

infringe on individual liberty. This demonstrates that the differing moral positions of classical 

liberalism and libertarianism also result in vastly different policy outcomes.  

 

1.4 Purpose and research questions  

The purpose of this essay is to explore the role of the state in classical liberal state theory. 

Particularly concentrating on what state sponsored welfare its adherents subscribe to and 

demonstrating that classical liberalism upholds a stance not compatible with the laissez-faire 

attitude of libertarianism. Therefore, justifying a split between libertarianism and classical 

liberalism, similar to the historical split between social liberalism and its classical counterpart.  

 

Through investigating what classical liberalism deems the proper role of the state, this essay 

illustrates that adherence to classical liberalism does not entail opposing all acts of governance 

outside of protecting an individual’s life, liberty and property. As such, the notion of classical 

liberalism being a tradition closely aligned with the libertarian view of the state will be 

challenged. 

 

In concrete terms this will be done by answering the following two research questions: 
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- What is the role of the state, according to classical liberal state theory? 

- Can the state provide welfare services whilst upholding its legitimacy in 

accordance to classical liberal state theory? 

 

1.5 Structure 

The essay is structured into seven chapters, each containing subchapters. The first introduces 

the subject matter, general background information and the research questions. Chapter two 

describes previous research on the division of liberalism and the relationship between classical 

liberalism and libertarianism. The third chapter covers the method used and how it is adapted 

to the subject matter. Chapter four constructs the theoretical framework. This is followed by 

the study’s analysis in chapter five and the subsequent results chapter which answers the 

research questions. The final and seventh chapter, concludes the essay by offering a few final 

thoughts and suggestions for further research. 
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2. Previous research 

2.1 Historical divisions of liberalism 

The understanding of liberalism is in no small part shaped upon the age in which one lives. Just 

as the meaning of liberalism has shifted throughout the ages, our understanding of the ideology 

will continuously develop well into the future.11 Even before defining what liberalism is, few 

would argue with the statement that liberalism is the dominant ideology within the western 

hemisphere.12 

 

Such influence does not come without its drawbacks. The domineering influence of liberalism 

has led to its adherents holding such differing views, that simply categorizing an idea or concept 

as ‘’liberal’’ has become insipid. In the essay What is Liberalism Duncan Bell calls this 

phenomenon the ‘’overextension’’ of the word liberalism.13 

 

Such overextension of the terminology makes the establishment of discourse regarding 

liberalism prone to much confusion, as the word could be interpreted in such a large swath of 

ways.14 One way of dealing with this problem is through the division of liberalism into different 

subsets, or into different schools of thought within the ideology. The historical division has 

been between the traditions of classical liberalism and social liberalism. 

 

2.2 The rise of libertarianism 

Libertarianism has become a mainstay in modern discourse that deals with topics related to 

liberalism. This is in no small part due to the conflation of classical liberalism with 

libertarianism. For instance, in The Routledge Handbook of Libertarianism classical liberalism 

is described as a ‘’branch of libertarianism’’, treating it more as a precursor to modern 

libertarian thought, rather than as a tradition in its own right.15  

 

The ‘’liberty tradition’’ as envisioned by Erick Mack and Gerald Gaus in the Handbook of 

Political Theory is, as we previously have established, a school of thought that encapsulates 

 
11 Voeglin, E, ’’Liberalism and Its History’’, The Review of politics, vol 42, no. 6,1974, p. 506. 
12 Bell, 2014, p. 683. 
13 Ibid, p. 683. 
14  Ibid, p. 683-684. 
15 Brennan, J & Vossen , B & Schmidtz , D, The Routledge Handbook of Libertarianism, 2007, p. 6. 
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both libertarianism and classical liberalism. This is done on the assumption that the similarities 

they share in their moral views on the rights of individuals provide sufficient justification to 

qualify them as belonging to one in the same tradition.16  

 

Norman Barry makes the argument in On Classical Liberalism and Libertarianism, that 

libertarianism is simply a modern iteration of the ideas of classical liberalism. Although he does 

highlight the differing moral stances between the two, namely that libertarianism expresses 

support for unbridled individualism, whilst classical liberalism instead presents its argument on 

the moral ground of liberal utilitarianism.17 Nevertheless, he touches upon the fact that the 

understanding of classical liberalism has developed into associating the tradition with 

libertarianism. 

 

The trend of conflating classical liberalism with libertarianism comes with its own range of 

compatibility issues as laid out in chapter 1.3, however it also shifts the dynamic of research 

done within the field of the broader liberal ideology. Our modern understanding of classical 

liberalism has been shaped by the way in which it has been presented as aligned with 

libertarianism. This has left a gap for research that investigates classical liberalism on its own, 

without connecting it to some arbitrary relation to libertarianism. This essay will fill that gap, 

by presenting classical liberalism as its own unique school of thought, unaffected by the modern 

ideas of libertarianism.  

 

 

 

  

 
16 Gaus, G & Kukathas, C, Handbook of Political Theory, p. 116. 
17 Barry, N, On Classical Liberalism and Libertarianism, p. 19-20. 
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3. Method 

3.1 Idea analysis 

This essay is built in the mold of a descriptive idea analysis. The chosen method can be 

described as qualitative, as it forgoes statistics and numerical observations in favor of text-

based analysis.18 Idea analysis in itself strives to pinpoint ideas and concepts presented in a 

chosen work, even if they are not outright stated. Simply quoting an author verbatim and 

presenting their work in a fashion that has already been done ought not to be seen as a 

particularly scientific method. Identifying new dimensions or drawing new conclusions from a 

political text is more in line with a scientific method, such as the descriptive idea analysis that 

is used in this essay.19 In short, an idea analysis is the study of political messages.20 

 

3.2 Dimensions as an analytical device 

An idea analysis requires the usage of a certain analytical device that is employed in the 

investigation of a given work. As mentioned in chapter 3.1, merely quoting an author and 

presenting their point of view is not enough to qualify an essay as particularly interesting or 

more importantly, in alignment with a scientific method. An analytical device serves to stem 

such problems.21 Proper use of an analytical device therefore ensures that one’s idea analysis 

does not merely boil down to a recital of written texts. One of the popular methodological 

approaches in idea analysis is the usage of ‘’dimensions’’ as the analytical device.22  

 

Dimensions as an analytical device can, for instance, be used to understand differing traditions 

with an ideology. The first step would be to identify certain key concepts that shape the 

ideology in the chosen area of study. Let’s say that the ideology upholds freedom as an integral 

part of their collection ideals - this would then become what is known as a ‘’dimension’’ to be 

studied. However, stating that its adherents value freedom highly does not contribute to the 

scientific understanding of that ideology. Freedom can be understood both as freedom from 

 
18 Esaiasson, P, Gilljam, M, Oscarsson, H, Wängnerud, L, Metodpraktikan – Konsten att studera samhälle, 
individ och marknad, 2007, p. 211. 
19 Beckman, L, Grundbok i idéanalys, 2005, p. 50. 
20  Ibid, p. 13. 
21 Ibid, p. 15.  
22 Ibid, p. 28. 
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coercion or freedom from a certain need. These understandings of the dimension are 

incompatible and represent opposite ends of an interpretive spectrum. In order to best 

understand what freedom means to the specific tradition being investigated, one can place their 

interpretation of the dimension on the scale of opposites.  The end result being that the study 

will not only have presented a tradition within an ideology, but also demonstrated how that 

tradition relates to the broader ideology - through the placement of its stances on the ideological 

scale of opposites. To summarize, an idea analysis utilizing dimensions isolates the most 

prominent areas within a subject and places these on a scale that reflects two opposite 

viewpoints on the subject.23  

 

Given that the research questions presented in this essay both relate to classical liberal state 

theory, dimensions become a suitable analytical device. In particular given that an idea analysis 

using dimensions starts off with isolating the most prominent ideas within an ideology.24 As 

the essay mainly revolves around state functions, the dimensions used will also focus on the 

primary ideas within that field.  

 

The investigative process of the material used in this essay is based on what is known as 

‘’thematical coding’’.25 Such coding efforts predetermine what areas are to investigate before 

the analysis takes place. The theoretical framework of this essay ordains the areas of study, 

calling them dimensions and demonstrating what opposing viewpoints that exist within them. 

Subsequently the analysis investigates classical liberalism and demonstrates how the tradition 

positions itself within the opposing viewpoints of the dimensions. 

 

3.3 Chosen works 

As the analytical device dimensions require the creation of a measurement stick that balances 

two opposite opinions on a given subject, the material used in the theoretical framework needs 

to express incompatible viewpoints whilst still maintaining liberal ideological roots. From a 

validity standpoint it remains important that these viewpoints are still related to liberalism and 

not sphering off into the stances of other ideologies. The works chosen for the theoretical frame 

utilize both the writings of modern academics, such as Barry Hindness Brian Tamanha, and 

 
23 Boréus, K & Bergström, G, Textens mening och makt, 2018, p. 153. 
24 Ibid, p. 153. 
25 Hjerm, M & Lindgren, S & Nilsson, M, Introduktion till samhällsvetenskaplig analys, 2018, p. 50. 
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historical figures within liberalism such as John Locke and John Stuart Mill. This combination 

of writings both old and new was done in order to ensure that the dimensions reflected the 

modern understanding of what the differing opinions within liberalism are. If only historical 

sources were used, the risk would be that the dimension would only reflect an historical 

understanding of the area, rather than the cumulative modern counterpart.  

 

Numerous intellectuals have historically been associated with the tradition of classical 

liberalism. In the analysis chapter of this essay, classical liberalism will be represented by 

Adam Smith and Friedrich Hayek. Undoubtedly the question arises why exactly these two 

thinkers were chosen. The choice primarily rests on that Adam Smith in many ways defined 

the classical liberal understanding of economics – in turn influencing the entirety of the 

classical liberal school of thought. One can hardly question the influence Wealth of Nations has 

had on both classical liberalism and economics overall. Not being born until roughly 150 years 

after Smith, Friedrich Hayek rose to become a Nobel Laureate for his work in economics and 

a much-quoted political philosopher within the tradition of classical liberalism. Just as the 

influence of Smith still can be felt in classical liberalism, renewed interest - in the 20th century 

- for the tradition can in part be attributed to the work of Hayek. 

 

3.4 The basic problems of liberalism 

In his essay Political liberalism, Charles Lamore scrutinizes the debates that have been most 

influential in the history of liberal discourse. One of which has focused on what distinguishes 

the liberal ideology from other ideological stances. Pointing out that those who call themselves 

liberal have throughout the ages taken such a vast amount of position that defining the ideology 

based on these positions proves problematic. Lamore suggests instead that one ought to look at 

the ‘’basic problems’’ that have historically motivated liberal thought.26  

 

The research questions in this essay are solely focused on the tradition of classical liberalism, 

an orientation found within the larger tent of liberalism. Additionally, the focus of the research 

questions are on what state functions classical liberalism advocates. The dimensions used in 

this study therefore aim to encapsulate the areas of debate in regard to state function that exist 

in the broader ideology of liberalism.  

 
26 Larmore, C. ‘’Political Liberalism’’, Political Theory, Vol. 18, no 3, 1990, p. 339. 
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There exists an established precedent within academia that research ought to be based on the 

cumulative knowledge that already is established within a field.27 Previous research already 

done within an area can provide a theoretical framework in which a study’s analysis may be 

placed. The dimensions therefore build this study’s theoretical framework, as they give 

expression for the types of interpretations that exist in regard to state functions within 

liberalism. By subsequently placing classical liberalism on this scale of opposites, not only are 

the views of classical liberalism conveyed but also their relation to the broader liberal theory. 

 

Liberalism finds its earliest roots in the writing of John Locke, primarily in his Two Treatises 

of Government. In his work Locke implies that the foundation of society relies upon man's wish 

to protect his natural rights to life, liberty and property - thus necessitating the creation of the 

state.28 The basic problems presented by Locke, and that in due course have shaped liberal 

debate, are how these natural rights are to be upheld and what role that delegates the state. 

These can be summarized into three areas where the state has a role according to Locke: 

 

- Property rights 

- The rule of law 

- The state as a provider for common good 

 

These three will forthwith represent the dimensions that this essay will investigate. By 

providing the classical liberal view on property rights and the rule of law, the first research 

question on what the role of the state ought to be will be answered. Looking at the ways in 

which government can provide a common good, the second research question - regarding the 

state providing welfare services - will be answered.   

 
27 Esaiasson, P, Gilljam, M, Oscarsson, H, Wängnerud, L. Metodpraktikan – Konsten att studera samhälle,    
individ och marknad, p. 20. 
28 Locke, J, Two Treatises of Government, 2015, p. 129. 
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4. Theoretical framework 

4.1 Preface 

Liberalism remains a large ideological tent, with its adherents holding many different and 

occasionally incompatible viewpoints. To reiterate the purpose of this essay, the aim is to 

showcase classical liberal stances on state functions and whether or not the modern linking of 

libertarianism and classical liberalism has any justification based on the latters state theory. 

 

The theoretical framework of this essay rests on expanding the reader’s understanding of the 

‘’basic problems’’ of liberalism - as Charles Lamore called them – in accordance to our 

methodology these will from now on be referred to as dimensions. By illustrating the way in 

which these dimensions have been debated within broader liberalism, we can create two 

antipoles that represent the opposite positions within each dimension. Thus, creating a point of 

reference in which classical liberalism can be placed. This is done with respect for the broader 

purpose of the essay which is to not only recite classical liberal state theory, but also display 

the way in which classical liberalism differentiates itself from libertarianism and positions itself 

within liberalism overall.  

 

4.2 Liberalism and property rights 

Property rights and the market economy have always been important concepts in the liberal 

tradition.29 Barry Hindess suggests in his essay Liberalism - what’s in a name? that property 

rights are especially important to liberals as they facilitate the creation of the free market 

system. Critique of the liberal understanding of property rights is equally centered on the 

societal system it creates, as it separates the free market from the reins of government power.30  

 

The early and influential liberal John Locke suggested in Two Treatises of Government that 

man has certain unalienable, natural rights. The most striking being ‘’the right to life, liberty 

and property’’.31 Arguing the point that man could never be forced to surrender these rights in 

a societal contract, Locke pointed out that a man’s right to his own property could be compared 

 
29 Hindness, B, Liberalism - what’s in a name, 2002, p. 1-4. 
30 Ibid, p. 10. 
31 Locke, J, Two Treatises of Government, p. 161. 
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to an individual’s right to their own life and livelihood.32 The state would in such a context 

never have the right to simply seize the property of any individual, just as the state would never 

have the right to arbitrarily imprison an individual without due process.  

 

Returning to Hindess, in the same essay as mentioned earlier, he argues that property rights 

have always been of recurring interest for intellectuals studying liberalism.33 Considering 

property rights when discussing liberalism is vital as it in many ways frames the entire ideology 

and enables the existence of the free market system. 

 

In a semantic sense there are two polar opposite ways in which to view property rights whilst 

still adhering to liberalism. This is not to say that a liberal needs to pledge their support to one 

or another, rather the mainstream position would be a more moderate in-between the two.  

 

The first view being that property rights are absolute and therefore may not be infringed upon 

by the state, such infringement may include taxation to finance a system of justice for instance. 

This view can be referred to as market anarchism and tends to be associated with the extremes 

of the ‘’liberty tradition’’ as presented by Gaus and Mack.34 Market anarchists claim that 

property rights are protected in their societal system as all taxation – viewed as an infringement 

of property – would be voluntary. Since individuals do not wish to live in a lawless society, 

they would freely pay for the establishment of a justice system. Thus, in their view, upholding 

both property rights and a societal justice system.35  

 

The opposite liberal stance is exemplified by Thomas Nagel and Liam Murphy in The Myth of 

Ownership: Taxes and Justice. They argue that property rights as a concept may only exist in 

a societal system that creates a universal system of justice. Without taxation on individuals 

there can exist no property rights. The legitimacy of a tax must therefore be built on the axiom 

that the original taxation – or infringement upon property as market anarchists would view it – 

is legitimate as it enables society to build institutions that can both protect and in the process 

create property rights.36 

 
32 Locke, J, Two Treatises of Government, p. 161. 
33 Hindness, B, Liberalism - what’s in a name?, p. 10-11. 
34 Gaus, G & Kukathas, C, Handbook of Political Theory, p. 132.  
35 Ibid, p. 119. 
36 Murphy, L & Nagel, T, The Myth of Ownership: Taxes and Justice, 2004, p. 14. 
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The expression of the positions sympathetic to these antipoles will be searched for in the 

analysis. This will prove beneficial on two fronts. Firstly, it will offer an understanding of the 

classical liberal stances and secondly, it will demonstrate how these stances position themselves 

within the broader discourse of liberalism. To recapitulate, the exhaustive and opposite 

positions within the dimension of property rights are: 

 

Market anarchism: Property rights are absolute. May not be infringed upon by the state. 

Legitimate taxation: Taxes build institutions. Institutions uphold property rights. 

 

4.3 Liberalism and the rule of law 

For liberalism the rule of law as a dimension can best be understood as a limitation on 

government power. In his essay On The Rule of Law - History, Politics, Theory, Brian 

Tamanaha describes the social contract of liberalism as being one rooted in the understanding 

that ‘’[…] keeping the peace requires laws, and unbiased law enforces and judges’’.37 Such a 

reading of the liberal tradition is much in line with the early musings of John Locke, who 

viewed the existence of the law as intertwined with the concept of freedom. Locke saw the state 

of nature as a place where nobody was secure, and conflicts easily arose.38 Through a societal 

contract agreeing to a set of rules - the rule of law - liberties were protected by a neutral actor. 

In his work On Liberty John Stuart Mill put forth a similar argument. On the concept of 

freedom, he is quoted as following: ‘’The only freedom that deserves the name, is that of 

pursuing our own good in our own way, so long as we do not attempt to deprive others of 

theirs.’’39  

 

As an ideology that puts promoting the liberty of individuals at its forefront, the rule of law 

becomes especially important. It safeguards the liberties of individuals and ensures that they 

cannot be threatened by the state or other entities.40 The rule of law, as a concept within 

liberalism, pits it as not so much a limitation on individuals as a guarantor of those inherit rights 

put forth by Locke. In summary, the rule of law is an essential concept in liberalism. By 

 
37 Tamanha, B, On the Rule of Law: History, Politics, Theory, 2004, p. 32. 
38 Ibid, p. 32. 
39 Stuart Mill, J, On Liberty, 2001, p. 16. 
40 Tamanha, B, On the Rule of Law: History, Politics, Theory, p. 33. 
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establishing a universal system of laws individuals can have both their freedoms protected and 

as John Stuart Mill put it, also be left to (in freedom) pursue their own good in their own way. 

 

So far, the liberal views on the rule of law appear to echo many of the sentiments presented by 

the advocates of ‘’legitimate taxation’’ as they were in chapter 4.2. More than anything, it 

harkens back to the argument that the state cannot uphold the rule of law without taxation. This 

can be viewed as one of the ends on the liberal dimension of the concept of the rule of law. 

 

Unsurprisingly, the opposite argument would be that the rule of law can be provided by actors 

other than the state, as there exists a natural demand for such an institution. The presumption 

is that individuals wish to live in a society with a resemblance of order, and that there exists a 

distinct preference for disputes being solved by a third party.41 Therefore, there would exist no 

reason for the monopolization of the enforcement of the rule of law, as the demand for third 

party judgement exists beyond the mere existence of a state institution. The alternative to the 

state upholding the rule of the law would be that the free market enables multiple establishments 

to take over those responsibilities. Such a system is argued to be functional as individuals have 

no desire to live in a state of nature that exists in a society with no law or order.42    

 

The question for liberals is not so much on the value of the rule of law, rather it is focused on 

what actor is to provide the institution. The two conflating views within the dimension are as 

follows:  

 

State monopoly: The state is to uphold a monopoly on the justice system. 

Market anarchism: The marketplace acts as a provider for the justice system. 

 

4.4 Liberalism and welfarism 

The state as a provider for common good can, in a semantic manner, be seen as equal to the 

state as a provider for certain types of welfarism. Primarily as the goal of welfare services is to 

provide a societal common good. As briefly mentioned in chapter 4.2, liberalism has an 

ideological heritage of separating the state from the domain of civil society. Referring back to 

John Stuart Mill, freedom is the concept that one should pursue one's own good in one’s own 

 
41 Gaus, G & Kukathas, C, Handbook of Political Theory, p. 119. 
42 Ibid, p. 119. 
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way, as long as those actions don’t impede the pursuits of others. Taken at face value, such a 

position would entail that the government ought only to act in preserving the security of 

individuals and not much more beyond that. Let us contrast this position with that of John 

Locke, who supported a system of basic welfare for the entire citizenry. Quoting Locke in Two 

Treatises of government: 

 
[…] it would always be a sin in any Man of Estate, to let his Brother Perish for want of 

affording him Relief out of his Plenty […] so charity gives every Man a Title to so much out 

of another’s plenty, as will keep him from extream want, where he has no means to subsist 

otherwise.43 

  

This argument suggests that man can never be denied those minimal demands that ensure his 

basic needs are met, allowing room for government to take the role of providing at least basic 

levels of welfare.  

 

We have in chapter 4.2 and 4.3 surmised that the existence of the state can be justified on the 

grounds that it ensures the protection of individual rights within a justice system. Likewise, 

liberals with a streak of anarchism argue that the market itself can provide such services. 

Consequently, when it comes to the subject of the state providing welfare services, liberal 

ideologues have throughout the ages taken several – sometimes contradictory – positions. 

Undoubtedly a point of contention within the liberal ideology, there exists no foundational 

liberal answer to what role government should play when - or if – providing such services.  

 

Through readings of liberalism there emerges two liberal ideals on how the state should operate 

within the dimension of welfare services. One which believes that the state should not involve 

itself in the provision of welfare, as doing so would interfere with individuals pursuing their 

own interests and more importantly breach their inherent property rights.44 Whereas the other 

would instead suggest that government has a rule in ensuring that individuals basic needs don’t 

go unmet and that as a collective entity, individuals ought to have the same equality of 

opportunity. In this dimension the opposite stances within liberalism are as follows: 

 

Laissez-faire: The state should not involve itself in the provision of welfare, doing so would be 

a breach of their property rights among others. 

 
43 Locke, J, Two Treatises of Government, p. 31. 
44 Gaus, G & Kukathas, C, Handbook of Political Theory, p. 120. 
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Equality of opportunity: The state must involve itself in the provision of welfare in order to 

secure equality of opportunity for all individuals and ensure that no basic needs go unmet. 
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5. Analysis  

5.1 Preface 

This chapter will analyze the dimensions of this study and investigate how classical liberalism 

positions itself within the three respective areas. This will lay the groundwork for the 

subsequent results chapter whilst demonstrating the core features of classical liberal state 

theory.  

 

5.2 Adam Smith on: 

5.2.1 Property rights 

The state being an arbiter and upholder of property rights is by Adam Smith, in Wealth of 

Nations, described as one of several prerequisites for a prosperous society - as it empowers the 

free market and enables it to produce greater amounts of wealth.45 Readings of Wealth of 

Nations quickly reveal the absence of a defense of the types of property rights other influential 

intellectuals of the Scottish Enlightenment, such as John Locke, presented. For Smith property 

rights are not seen as a natural right that exist independently of the state, rather they are a right 

bestowed – on morally just grounds – by the state.  

 

Such a reading of Smith finds additional support in his Lectures of Jurisprudence - an early 

collection of a series of lectures given at the university of Glasgow - where he outlined the 

principles of which he deems a moral society ought to be built upon. One of which being that 

a prime objective of the state is to secure a person's property.46  

 

Observing the prosperity that arrived alongside economic growth, Smith concluded that the role 

of the state was to secure the necessary conditions that enabled such growth as it proved 

beneficial to all groups in a given society.47 In the context of what the origins of wealth truly 

are, Smith states that it is individuals pursuing their own interest, and not the state, that produce 

such goods and services that benefit society.48 

 
45 Smith, A, Wealth of Nations, 2012, p. 276. 
46 Cannan, E, Lectures on Justice, Police, Revenue and arms by Adam Smith, 1869, p. 107. 
47 Smith, A, Wealth of Nations, p. 276. 
48 Ibid, p. 341. 
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The argument is therefore that the state, in its optimal form, ought not to intrude on the liberty 

of individuals, as it is when they are left to their own devices that societal prosperity is 

maximized.49 Securing property rights is therefore of great importance to Smith as it facilitates 

the creation of his ideal society or as he called it the ‘’commercial society’’. Such a society 

would be one where: ‘’[…] there is tolerable security, every man of common understanding 

will endeavor to employ whatever stock he can command, in procuring either present 

enjoyment or future profit.’’50 

 

’’Tolerable security’’ is in this quote of large importance as it emphasizes that man will only 

reach his productive heights if he and his properties security guaranteed by the state and are 

free from the threat of arbitrary seizure. This interpretation is furthermore supported by Smith’s 

analysis of nations in which the opposite rings true:  

 

In those unfortunate countries, indeed, where men are continually afraid of the violence of their superiors, they 

frequently bury or 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 at all times exposed.51 

 

In summary, Smith makes the point that property rights are not only lawfully just, but also 

favorable in terms of wealth creation. The broader economic point being that the commercial 

society will never produce to its full potential when the property of its main actors can at any 

moment be seized by the state or any other ‘’superior’’. Great emphasis is placed on the benefits 

rather than the principle of strong property rights - even if the judicial principle is raised by 

Smith in his Lectures of Jurisprudence.  

 

Smith leaves us with the argument that property rights are necessary, primarily on the principle 

of maximizing societal economic prosperity. What Smith called a ‘’commercial society’’ is at 

the core of his belief system. Such a society can only exist when the state maintains a monopoly 

on violence, equally important is that the state is reined in by a strong judiciary which ensures 

that frivolous abuse of power is prevented.  

 
49 Smith, A, Wealth of Nations, p. 341. 
50 Ibid, p. 276. 
51 Ibid, p. 277. 
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Smith’s view on property rights is one grounded in both his view on economics and morality. 

As he firstly sees property rights as being a requirement for the growth of a wealthy society and 

secondly as a crucial moral doctrine that a nation ought to be established upon. In the dimension 

of property rights, Smith in large part echoes the stance of the advocates of legitimate taxation. 

Although his views on property are deeply linked to his understanding of economics, his 

underlying argument is that property rights are created when they are upheld by the state. 

Therefore, legitimizing the levying of taxes to uphold the morally just institution of property 

rights. 

 

 

5.2.2 The rule of law 

‘’The first duty of the sovereign, that of protecting the society from the violence and invasion 

of other independent societies, can be performed only by means of a military force.’’52 Quoted 

from the Wealth of Nations, Smith sees the defense of the nation as the first duty of the 

sovereign, broadly interpreted as the first duty of the state.  

 

The ‘’military force’’ as he calls it, play a vital role in upholding the independent society from 

internal and external threats. Smith goes to great lengths in Wealth of Nations in discussing 

historical and those societies he deems ‘’primitive’’ and the ways in which they organize 

security and their respective military forces. One example he lifts is that of his contemporary 

tartars, which in his estimation ‘’[...] all go to war together, therefore, and everyone does as 

well as he can’’ 53. He draws a distinction from these ‘’primitive’’ societies in which, when 

under threat, all sectors of society must be mobilized in order to defend it and the modern 

industrious nations. Which only requires a small percentage of society to be enlisted in the 

military force in order to uphold order. Without order and security there can be no rule of law, 

Smith sees primitive societies, as well as unproductive individuals in industrious societies, as 

a threat as they will always seek to enrich themselves through conflict.54 Naturally, in such an 

arrangement, nations must develop systems to protect their established order. 

 

 
52 Smith, A, Wealth of Nations, p. 692. 
53 Ibid, p. 691. 
54 Ibid, p. 698. 
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Maintaining the position that the first role of the state is to protect its citizens from violence, 

Smith argues that there are two primary ways the state can muster the necessary military force. 

The first is through the conscription of a general militia, who are called upon in time of need 

and disperses accordingly. The second is that of a creation of permanent military force - a 

standing army.55 Smith offers in Wealth of Nations a defense of the second alternative, in his 

own words the military force of a society must be ‘’maintained by him [the sovereign] in time 

of war, and afterwards even in time of peace’’.56 However, in modern terminology there is no 

direct translation of what Adam Smith constitutes as a ‘’military force’’. For instance, in his 

Lectures on Justice the point is made that a standing military force is necessary also to deal 

with internal threats to the nation in times of peace.57 Perhaps a modern similarity would be to 

compare the ‘’military force’’ of Smith as encompassing both a police force and a traditional 

wartime military. In conclusion, the first duty of the state would be maintaining internal order 

and protecting the nation from external threats. 

 

 The second duty of the state according to Smith is deeply linked to the first. In Wealth of 

Nations he says: ‘’ The second duty of the sovereign, that of protecting, as far as possible, every 

member of the society from the injustice or oppression of every other member of it, or the duty 

of establishing an exact administration of justice.’’58 

 

Similar passages in the Lectures on jurisprudence stress the importance of the state 

administering and maintaining a form of justice.59 The correlation between a just system of 

government - which the society can see a both righteous and predictable - and the financial 

success of society is naturally also an important aspect of Smith’s stance on the second duty of 

the state. The reasoning used by Smith in many ways echoes his outlook on property rights, 

where a principle moral stance is combined and reinforced by economic reasoning. As Smith 

puts it regarding justice: ‘’Commerce and manufactures, in short, can seldom flourish in any 

state in which there is not a certain degree of confidence in the justice of government.’’60 

 

 
55 Smith, A, Wealth of Nations, p. 698. 
56 Ibid, p. 707. 
57 Cannan, E, Lectures on Justice, Police, Revenue and arms by Adam Smith, p. 107. 258 
58 Smith, A, Wealth of Nations, p. 686. 
59 Cannan, E, Lectures on Justice, Police, Revenue and arms by Adam Smith, p. 10. 
60 Smith, A, Wealth of Nations, p. 915. 



 22 

Again, this reiterates that a system of justice, or courts, must be in place in order to facilitate 

the necessary conditions that eventually lead to societal wealth creation. Smith’s system of 

justice is based on the protection of individuals not only from themselves and ensuring that 

contracts amidst them are upheld, but also protecting them from what Smith defines as their 

‘’superiors’’, mainly in the form of the state. The reigning in of arbitrary, unjust actions of the 

state is a notable aspect of Smith’s vision, as the alternative would be a hindrance to the 

establishment of the commercial society, as he states – in the context of the state acting 

arbitrarily - in Wealth of Nations: ’’The profusin of government must, undoubtedly, have 

retarded the natural progress of England towards wealth and improvement.’’61 

 

Smith’s system of justice is therefore one that runs on state sanctioned administration of justice 

- courts – which guarantee that contracts between individuals are upheld, and the state cannot 

on a whim threaten individuals. Without such insurances the natural progression towards a 

commercial system is interrupted and societal progress impeded. 

 

In the discussion of the rule of law, Smith holds that there are two sides to guaranteeing its 

preservation. One being the existence of a state-run military force which provides that order 

within the country is upheld and concurrently protecting the nation's citizens from any external 

threats. The second is the existence of a judiciary system that both solves disputes between 

individuals and protects them from arbitrary exercises of power from the state.  

 

This puts him in opposition to the system of market anarchism within the dimension of 

liberalism, which argues that the most effective and legitimate system would be one that allows 

the market to facilitate the justice system. Smith is clear in his support of a state monopoly in 

both upholding and enforcing the rule of law. 

 

5.2.3 Welfarism  

This chapter will showcase that Adam Smith was a proponent of the state in certain cases 

involving itself in what would otherwise be left to the market in a fully laissez-faire economic 

system. As is the case with most of Smith’s arguments, his stance is firmly rooted in the 

appreciation that the state ought to pursue such policies that create the greatest amount of wealth 

 
61 Smith, A, Wealth of Nations, p. 915.  
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for society at large. His main concern is therefore not on the redistribution of existing resources, 

rather his focus lies on the creation of more resources or, in other words, more wealth. This is 

not to say that Smith rejects all forms of welfarism, for instance he supports financing of certain 

types of public works and public institutions: 

 

The third and last duty of the sovereign or commonwealth, is that of erecting and maintaining those 

public institutions and those public works, which though they may be in the highest degree 

advantageous to a great society, are, however, of such a nature, that the profit could never repay the 

expense to any individual.62 

 

As the quotation suggests, the main argument lies in that the state, or sovereign as it is referred 

to, should provide the public works or institutions for which there is no individual demand in 

society, but prove beneficial to society at large. Public infrastructure is a fitting example of the 

types of public works Smith supported in Wealth of Nations, as he writes: ‘’That the erection 

and maintenance of the public works which facilitate the commerce of any country, such as 

good roads, bridges, navigable canals, harbours, etc.’’63 

 

Smith simultaneously builds upon a presumption that the individual who uses the public work 

also pays for the privilege, essentially making the public work self-funded.64 This stance can 

best be understood when one takes into account Smith’s reluctance to interrupt natural market 

developments. Something which would occur when the state levies large taxes to build public 

works.  

 

Public works aside, Smith also promoted the establishment of public institutions. Setting aside 

such institutions as covered in chapter 4.3.1-2, he espouses support in Wealth of Nations for 

those who provide society with an educational value: 

 

The expense of the institutions for education and religious instruction, is likewise, no doubt, beneficial 

to the whole society, and may, therefore, without injustice, be defrayed by the general contribution of 

the whole society. This expence, however, might perhaps with equal propriety, and even with some 

 
62 Smith, A, Wealth of Nations, p. 721. 
63 Ibid, p. 722. 
64 Ibid, 722. 
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advantage, be defrayed altogether by those who receive the immediate benefit of such education and 

instruction […] 65 

 

Just as the case is with public works in that they benefit the whole of society, but individual 

demand is hard to muster for the service, so remains the case with public institutions. Smith’s 

solution remains the same – the state ought to provide the service and those who use it ought 

to pay a fee for the convenience. 

 

When looking at the dimension of welfarism Smith appears partly split between the opposites 

of pure laissez-faire and equality of opportunity. On the one hand, he supports public works 

and institutions, although he advocates restraint when the state interferes in the marketplace. 

On the other, he believes that public works and institutions ought to be funded in the long term 

by those who use such services. On the whole, Smith’s support is better aligned with what we 

called equality of opportunity as he believes certain institutions that are beneficial to society 

cannot be created purely by market forces - as those advocating the laissez-faire stance would 

say. Although his argument is more nuanced than that, returning to his belief that those services 

should be funded by those who ultimately use it. It is therefore hard to place him firmly on the 

equality of opportunity side of the spectrum, although he undoubtedly appears to lean as such. 

 

5.4 Friedrich Hayek on: 

5.4.1 Property rights 

Friedrich Hayek, famed classical liberal and economist, gave in his work The Road of Serfdom 

a passionate defense of individual property rights:  

 
The system of private property is the most important guarantee of freedom, not only for those who 

own property, but scarcely less for those who do not. It is only because the control of the means of 

production is divided among many people acting independently that nobody has complete power over 

us, that we as individuals can decide what to do with ourselves.66 

 

Seeing private property as ‘’the most important guarantee of freedom’’, Hayek contended that 

property rights were the bedrock upon which all other freedoms relied. If individual property 

 
65 Smith, A, Wealth of Nations, p. 5. 
66 Hayek, F.A, The Road to Serfdom, 2007, p. 136. 
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rights were not upheld, the state would have full ownership of all goods and services and be 

allowed to frivolously decide what individuals get a certain product or service and how they 

may utilize them. In other words, the absence of the right to private property would inevitably 

lead to a form of central planning not compatible with the rule of law and individual self-

governance. On the other hand, if property rights are guaranteed it spurs society towards free 

competition amongst individuals and a greater degree of self-autonomy and certainly a greater 

degree of freedom. For Hayek freedom is seen as: ‘’To the great apostles of political freedom 

the word had meant freedom from coercion, freedom from the arbitrary  power of other men, 

release from the ties which left the individual no choice but obedience to the orders of a 

superior to whom he was attached.’’67 

 

As the passage suggests, political freedom leads to individuals acting in their own self-interest 

rather than the interest of their, as Hayek puts it, ’’superior’’. The fallout resulting in a greater 

degree of economic benefits for society than that of a system which relies upon central 

planning.68 Therefore the state ought to act accordingly, ensuring that as much power as 

possible remains with individuals so they are free to pursue their own goals and interest, an 

argument Hayek makes in Law, Legislation and Liberty: ‘’The possibility of men living together 

in peace and to their mutual advantage without having to agree on common concrete aims, and 

bound only by abstract rules of conduct, was perhaps the greatest discovery mankind ever 

made.’’69 

 

Hayek is quite clear with the advantages he sees with markets running their natural course in a 

societal system where individual demands steer the allocation of resources - and not the state. 

However, all these benefits rely on the existence of private property rights, a case made by 

Hayek in The Constitution of Liberty: ‘’The recognition of private or several property is thus 

an essential condition for the prevention of coercion, though by no means the only one. We are 

rarely in a position to carry out a coherent plan of action unless we are certain of our exclusive 

control of some material objects.’’70 

 

 
67 Hayek, F.A, The Road to Serfdom, p. 77. 
68 Ibid, p. 80. 
69 Hayek, F.A, Law, Legislation and Liberty, 1998, p. 136. 
70 Hayek, F.A, The Constitution of Liberty, 2006, p. 123.  
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In his view the mere absence of central planning is not enough, rather there needs to be clear 

judicial rights in place that protect private property in place. As these further the spontaneous 

order of individuals acting in their own rational self-interest, eventually leading to greater 

prosperity for the society at large. 

 

In relation to the dimension of property rights Hayek argued that they constitute the freedom 

upon which all other freedoms rely. Without the existence of property rights, the power 

structure of society is wholly centered around the state, as they can on a whim confiscate any 

and all individual belongings. But when property rights exist, power is divided in such a way 

that individuals are free to pursue their own goals. Property rights are, in short, the precondition 

for the existence of the market economy and a free society.  

 

Looking at the opposite ends of the dimension, we can place Hayek closer to the stance of 

legitimate taxation. Primarily as he argues that the state must be dedicated to upholding the 

right to individual property. At the same time, he highlights that one of the biggest threats to 

property rights can be a state which does not respect such rights. Although, he is clear in his 

assertation that property rights can only exist when instituted by the state, thus echoing the 

argument of legitimate taxation as a way to ensure that such a right exists. Taxes are not so 

much a breach of property rights as the state is the true creator of property rights, and the state 

needs taxes to function. 

 

5.4.2 The rule of law 

As described earlier, in a society which there exists no freedom and subsequently no property 

rights, man is not free to pursue his own interests. As a consequence, general levels of welfare 

are lowered. By protecting individual freedoms within the rule of law, the liberty of individuals 

is secured against arbitrary abuse of power by government actors, and contractual obligations 

between individuals are to a larger extent upheld.71 Hayek saw the states maintenance of a 

system of justice upholding the rule of law and legislation - that promotes the natural order of 

markets - as a necessary aspect of the role of government in a free society.72 His definition of 

the rule of law is one in which the government is: ‘’[…]in all its actions is bound by rules fixed 

 
71 Holm, C, F.A Hayek’s Critique of Legislation, 2015, p. 225. 
72 Hayek, F.A, The Road to Serfdom, p. 113. 
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and announced beforehand - rules which make it possible to foresee with fair certainty how the 

authority will use its coercive powers in given circumstances and to plan one’s individual 

affairs on the basis of this knowledge.’’73 

 

Hayek makes the point that in the absence of the rule of law the government is free to act in 

any way in which it deems fit. Such a state of affairs will eventually lead to central economic 

planning - hindering the natural development of markets.74 But when the central authority 

establishes a system of fixed rules, which leaves little to arbitrary interpretation, individuals 

will to a greater extent be left to their own devices.  

 

So far, Hayek's argument when it comes to the administration of justice is that is ought to be 

run by the state and be embossed in the rule of law. Primarily in regard to the limiting of state 

actions, so that arbitrary actions against individuals are prohibited. Additionally, this system of 

justice ought to be based on protecting the freedoms of individuals and therefore also the natural 

progression of resource allocation. It is important to note that Hayek distinguishes between a 

type of rule of law that respects individuals and leaves them free to pursue their own goals, and 

rule of law in its purely conceptual form. As he writes in The Road to Serfdom: ‘’The law can, 

and to make a central direction of economic activity possible must, legalize what to all intents 

and purposes arbitrary action.’’75 

 

The important point being that government action being strictly legal in itself, is not enough. 

Rather the state must limit itself to: 

 

The state should confine itself to establishing rules applying to general types of situations and should 

allow the individuals freedom in everything which depends on the circumstances of time and place, 

because only the individuals concerned in each instance can fully know these circumstances and adapt 

their actions to them.76 

 

In summary the state must, to an acceptable degree, separate its exercise of power from that of 

the private sphere. Hayek’s suggested judiciary system is therefore one that operates upon a 

 
73 Hayek, F.A, The Road to Serfdom, p. 112.  
74 Ibid, p. 113. 
75 Ibid, p. 119. 
76 Ibid, p. 114. 
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predictable set of laws and regulations that protect the freedom of individuals from arbitrary 

exercises of power from the state whilst at the same time promoting the free reign of markets.  

 

In discussing the dimension of the rule of law Hayek argues that when the state establishes a 

fixed regulatory framework - built on the principle of maximizing individual freedoms - society 

will move towards higher levels of general welfare amongst the populous. The law must also 

be of a predictable nature so that individuals can adapt their actions to it, as uncertain 

regulations tend to leave individual actors taking unnecessary precautions that hinder the 

development of an effective market economy. Summarized, Hayek adheres to the idea that 

there should exist a state monopoly on the laws of society. Competing sets of law as put forth 

by market anarchism is not a concept Hayek expresses much sympathy for. One can deduce 

that this is affected by the fact that such a system would not be predicable in nature, something 

which Hayek values highly. 

 

5.4.3 Welfarism 

In order to better understand the relationship between the state and the private sphere one ought 

to first have an understanding of what Hayek deemed appropriate actions the state could take 

in interfering with private markets. Though popularly associated with an laissez-faire approach 

to government regulations, Hayek makes the point in The Road to Serfdom that ‘’In no system 

that could be rationally defended would the state just do nothing’’.77 Juxtaposing this statement 

with his insistence that the increase of government powers inevitably leads to the depreciation 

of individual freedoms, the role of the state on issues related to welfarism is presented in a 

multi-faceted fashion with many aspects to consider by Hayek. 

 

The guiding principle for Hayek is that the government ought never to interfere with the free 

market in cases where the marketplace in itself can facilitate the necessary services to meet 

societal demand. As doing so would fundamentally result in alternating the natural 

developments of markets and the spontaneous order that arises from them.78 As professed by 

Hayek in The Road to Serfdom: ‘’The fundamental principle that in the ordering of our affairs 

we should make as much use as possible of spontaneous forces of society[…]’’79. 

 
77 Hayek, F.A, The Road to Serfdom, p. 88. 
78 Ibid, p. 70. 
79 Ibid, p. 70. 
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For Hayek there exists adequate justification for the state to involve itself in certain aspects of 

the market, that theoretically would impede the spontaneous order. As long as such 

interferences are sealed in a regulatory framework that prevent the slip towards central planning 

- a great worry of Hayek when the state involves itself in the free market. At the same time in 

The Road to Serfdom, Hayek makes the argument that the state cannot reserve itself to total 

hands-off approach: ‘’There is no reason why, in a society which has reached the general level 

of wealth ours has, the first kind of security should not guaranteed to all without endangering 

general freedom; that is: some minimum of food, shelter and clothing, sufficient to preserve 

health.’’80 

 

As the quote suggests, Hayek was a believer in the state providing what could be called a 

‘’minimum’’ level of adequate welfare. Or a welfare level that guaranteed citizens the types of 

amenities that ensured, at least, their survival. This minimum level of welfare that the state may 

provide - without threatening the natural state of markets or the freedom of individuals - is 

expanded upon in his later work The Constitution of Liberty. In it Hayek lays out several 

services the government may provide without endangering the aforementioned. Beyond the 

bare minimum that state ought to offer, as detailed above, the government may also provide 

services such as: public education, military and police forces and infrastructure in the form of 

roads and other public works.81 He makes it clear that such programs necessitate that the state 

administer them as private enterprise cannot provide such services seeing as: ‘’ […] it would 

be impossible or difficult to charge the individual for them’’.82 Additionally Hayek makes the 

argument that such programs, administered correctly,  may actually further the spontaneous 

order of the market economy.83 

 

Hayek is also a friend of certain government regulations on the market economy, as long as 

such ventures of state planning are based on the principle of furthering competition rather than 

inhibiting it. Regulations imposed on industries, or individuals, must therefore be applicable 

across the board and not - be it in a positive or negative form – be discriminatory against any 

one actor. Whilst pleading the case for certain regulations, Hayek is quick to point out the 

 
80 Hayek, F.A, The Road to Serfdom, p. 148. 
81 Hayek, F.A, The Constitution of Liberty, p. 332. 
82 Ibid, p. 194. 
83 Ibid, p. 333. 



 30 

importance of the state exercising restraint in its regulatory activities. In order for regulations 

to be compatible with a free society they must therefore be universal in nature and carefully 

considered, as their effects on the natural order of the market are unpredictable.  

 

In conclusion, when Hayek talks about the dimension of the state providing a certain degree of 

welfare, he admits that the state simply doing nothing is not a viable alternative. Instead he 

proposes that the government provide services that ensure that individuals never are found in 

such situations that their very livelihood is threatened, prominent examples including food and 

shelter. The state may also administer services that civil society realistically cannot charge 

individuals for, even though they provide a public good, such as schools, military forces and 

public infrastructure. It is quite clear that Hayek is more associated with the strand of liberalism 

that advocates equality of opportunity. Predominantly as he argues for the state to provide 

welfare services to those in dire need and establish state services that provide a common good. 

This is in contrast to the advocates of a purely laissez-faire system which argue that a state 

embracing such a role would be placed in jeopardy, as such actions would be immoral and in 

breach of natural property rights. 
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6. Results 

6.1 Preface  

This chapter will answer the research questions of this study. This will be done by relating the 

dimensions, or areas of study, that have been analyzed and connecting them to the research 

questions themselves. 

 

 

6.2 The role of the state in classical liberal state theory 

Looking at Smith and Hayek one can deduce that the principal role of the state rests on two of 

the dimensions that have been analyzed. Namely property rights and the rule of law. Together 

they form the basis of the classical liberal state theory, as without them the state can neither 

pursue other objectives nor guarantee any freedoms of the citizenry.   

 

According to Smith, property rights lead to society maximizing its economic potential. As when 

individuals have the right to their own property secured, they will allocate their resources in 

such a way that they not only maximize their own utility but also that of entire society. Hayek 

replies with a similar point, in that property rights decentralizes society’s power structure across 

all individuals, rather than having it concentrated on one leviathan. This leads to individuals 

acting in their own self-interest, which leads to the research allocation being steered by demand 

rather than by the arbitrary exercise of power.  

 

The strain of classical liberalism represented by Smith and Hayek is clear in its support of 

property rights. It makes a strong moral and efficiency-based case for why the government has 

a role in securing its existence. Additionally, as the analysis demonstrated, they both argue that 

property rights are not a pre-existing phenomenon. Rather they are created by and maintained 

by the state. This places classical liberalism soundly on the side of legitimate taxation on the 

liberal dimensional scale of property rights. As their belief is that property rights cannot be 

infringed upon by the taxation necessary to secure the maintenance of the state, as without the 

stance there would be no property rights to begin with.  

 

Another role of the state, according to Hayek and Smith, is the protection of individual rights 

under the rule of law. This leads us to the dimension of the rule of law. By having the state run 
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a judiciary that applies the law of the land on a universal and equal scale, society is guaranteed 

a certain level of predictability from their state institutions. Allowing them to pursue their own 

interests without taking the unnecessary precautions required of individuals living in 

totalitarian societies. In this context an important aspect of the classical liberal defense of the 

rule of law, is that the fixed regulatory framework must be based on the principle of maximizing 

individual freedom. Laws have no value if they are not predictable but neither do they have a 

moral value unless they follow the principles of freedom.  

 

Predictability is a recurring theme amongst Hayek and Smith when discussing the dimension 

of the rule of law. This is also the reason why they are opponents of a system of market 

anarchism providing such an institution. Rather they envision a state monopoly being the actor 

that upholds the rule of law.  

 

6.3 The state as a provider for welfare services in classical liberal state 

theory 

As we have observed, classical liberalism tends to draw a line between what the role of the state 

is and what is best left to the private sphere to develop and administer. But Hayek raises the 

point that there exists certain services which benefit all individuals in society yet cannot be 

charged for on an individual level. Therefore, the market is unable to satisfy the societal 

demand, thus justifying the state to assume such responsibilities. Providing such services would 

qualify the state as being an actor which provides general welfare to the populous. Smith is 

equally concerned with services that he believes to be necessary in upholding a prosperous 

society but would not exist without state sponsorship. Let us look at some of these services that 

Smith and Hayek were advocates of.  

 

Firstly, they both support a system of base-line welfare for all citizens in society. This would 

include providing the necessities for survival, such as food and shelter for those in need. Hayek 

sums up their stance quite well, implying that the state simply not doing anything - beyond the 

functions mentioned in chapter 5.2 – is not a viable alternative.  

 

Past the state upholding a system of justice, Hayek and Smith both support what the latter 

named ‘’public institutions’’ and ‘’public works’’. Public works primarily referencing public 

infrastructure, and public institutions being those establishments that further education. When 
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discussing these services, the classical liberal approach relies on establishing clear limits on 

such a function of the state, as the underlying principle still remains that individuals are to steer 

societal resource allocation - not the state. Smith suggested that certain fees should be levied 

on those who benefit from public works, so that the consumer pays for them - even if the state 

is the provider. In reference to what he saw as ‘’public institutions’’ he instead envisioned that 

these should be funded through compensation from both public and private funds. Hayek 

suggests a similar system, where the state should embrace the role of administrator and provide 

basic schooling and the public infrastructure necessary to further societal public good.  

 

In closing, the classical liberalism of Hayek and Smith, within the dimension of welfarism, 

holds a certain type of sympathy for different types of state-run welfare services. As distinctly 

showcased, they do not advocate the laissez-faire stance within the dimension. Their concern 

for public good and ensuring that individuals basic needs are met are more aligned with those 

aligned with the stance of equality of opportunity.  
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7. Conclusion 

7.1 Final thoughts 

This essay has aimed to examine the role of the state in accordance to classical liberal state 

theory and what welfare services such a state is justified in providing. Using the idea analysis 

method of dimensions, an expansive theoretical framework was constructed to display the 

larger tent of liberalisms view on three guiding areas that shape the functions of state power. 

The classical liberalism of Adam Smith and Friedrich Hayek was subsequently placed within 

these dimensions, showcasing both the stance of classical liberalism and also its relation to the 

entirety of the broader liberal ideology.  

 

The works of Smith and Hayek represent a certain strain of classical liberalism, and as the 

analysis shows, their views beyond the primal role of the state are decidedly not sympathetic 

to a hands-off approach to the market economy. Rather they support the state in advancing 

programs that benefit public good; such as certain types of public infrastructure, education and 

a minimum level of welfare. 

 

Chapter 1.2 discussed the ways in which mainstream discourse has come to frame classical 

liberalism as closely aligned with modern libertarianism. As briefly discussed in that chapter, 

libertarianism is a tradition that values the laissez-faire nature of an unregulated market 

economy where the state does not take responsibility in providing welfare or redistributive 

services. This is in stark contrast to the classical liberalism of Smith and Hayek that both 

support programs that they deem benefit the public good. Additionally, they make the argument 

that there exist certain programs that society as a whole has a demand for, but on an individual 

level those services cannot be charged for. Yet another point of distinction between the two, as 

libertarianism fundamentally holds that all demands can be facilitated through the functions of 

the free market.  

 

This essay has investigated the state functions of classical liberalism and subsequently 

demonstrated that the term classical liberal insinuates stances that are not compatible with those 

of libertarianism, in particular regard to issues revolving welfare and public good. Because of 

the supposed relation between the two, research that looks into different aspects of the 

connection is of relevance to our understanding of these traditions. Classical liberalism, as 
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investigated in this essay, is a tradition that not only advocates that the state provides the 

functions necessary to protect individual rights, but also administers welfare services in areas 

such as education, infrastructure and ensuring that the basic needs of individuals are met. As 

such, drawing extensive parallels between the two and presenting them as one unit becomes 

problematic. Rather it would benefit the field of research if classical liberalism and 

libertarianism were hailed as separate entities within the extensive church of liberalism. 

 

7.2 Further research 

The research questions of this essay were solely focused on classical liberalism. Although the 

theoretical framework provides a broader understanding of the fundamentals of liberalism, the 

connection between classical and social liberalism remains, in part, unexplored. As this essay 

has shown, classical liberalism does not entail automatic opposition to all welfare services that 

social liberalism tends to be synonymous with. Comparatively analyzing the differences 

between the two traditions, and in what context they arose, would make for an interesting study. 

 

As illustrated, there is a tendency to use moniker of classical liberal and libertarian 

interchangeably. Although this study has investigated classical liberalism and how it is 

separated from libertarianism, investigating the popularization of libertarianism and how it 

became inherently associated with classical liberalism would provide a deeper understanding 

of the background of this phenomenon.  
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