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PREFACE.

As its title imports, this Essay is but the Outlines of
the subject on which it treats. It has also been rather
hastily written, and is not so perfect as the Author
could have wished. As anapology for its imperfec-
tions, therefore some account of its origin may not be
unnecessary.

Most writers imagine that they add something to
the general stock of knowledge; and the Author is not
without his hopes, that there are views in this Volume,
which may be useful. But it is the matter, and not
the mauner in which they are conveyed, upon which
he founds any claim they may possess, 1o the reader’s
attention. He is & man of business, to whieh-he was
early brought up; and he has not poxsmscd thosc ad-
vantages which are usually considered ,m;cew&ry fa"
good writing ; nor is it probable, thatin the. p!escnb-
stage of his life, he would have \\nttcn zrbau, e\.cept :

for a practical object.
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His motive for writing the Essay on the Principles

of Banking, the fourth edition of which this Volume

contains, was entirely interested. If the charter of the
Bank of England is altered, and Joint Stock Com-
panies, on the principles he recommends, are establish=
ed, he proposes to tuke such a share in each of them
as individnals ave allowed to hold ; and requests each
bank to open an accoint with him, hold his share as
security, and ‘charge kil interest upon the advance
required. 'He might open an account with some one
or motre banks, and get them to take up the shares for
him; as they must upon ‘the average be-ample security
for their original value; but if the banks which may be
established acknowledge any obligation to him, he has
not any apprehension’that this will be necessary.

Having “thus, however;' a ‘practical object in view,
the 'Author d#d not allow his pamphlet to sleep in - the
hands of the booksellers; but at once madea considerable
distribation of it in-Newcastle, the towns comprised in
the plan, and in”the counties of Durham ‘and North-
umberland,” and sent copies to leading persons in
other places,

It was quite clear from what had ‘been said by
ministers upon the subjeet,  that they only desired
some plain busitiess view of ‘the question, ‘by'any one
whosé situation i life ‘enabled him to giveit, in order
to make some change in the present system of Bank-
ing. But the change recommended struck very deep at
the interests of' a powerful body ; and it appeared ex-
tremely desivable, if it were practicable, that the pub-
lic' should™ express their wishes on the subject, in
order to shew ministers that if they did put their

shoulders to the work, and procure an alteration of
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the charter of the Bank of England, Public Banks
would actually be set up in consequence.

The pamphlet made as great an impression as could
have been wished, and the principal persons in New-
castle seemed disposed to meet and petition Parlia-
ment immediately ; but a leader was wanting :.no per-
son seemed willing to do any thing but second. It

was thought that some country gentleman ought to

take the chair.  Parliament, however, had assem-
bled; most of the gentlemen were out of the county,
and none that remained seemed willing to do so except
one, and he afterwards declined.

The argument against moving in the business, ge-
nerally used by merchants is, that they are so intimate-
ly connected with the Banks, that they cannot be seen
in: it, and that the subject ought to be taken up by
the country gentlemen ; and with the country gentle-
meny that it ought to be taken up by the mercantile
meny: who haye so much to do with Banks, and are
more itnmediately interested in the question.

In the county of Durham, however, there was less
difficulty. Five Banks out of seven had failed within
a- few ryearsys and Lord Barrington, though he: in
general declines to take any lead in public mat-
tes, thought the establishments recommended so ob-
viously desirable, and. even so absolutely necessary in
that part of the country, that on being applied to, he
did not hesitate to take the chair at a meeting of coun-
ty. gentlemen held on the subject. At this meeting
& committee was appointed, and the resolutions were
passed, which will be found in the Appendix.

A few of the principal men in Liverpool were dis-
posed to take up the question. By the accounts of
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gentlemen from Northumberland who were in Liver-

pool after the pamphlet had been published there, it
appears that it had produced a great sensation. Some
meetings took. place in consequence, and resclutions
were passed and published, and ministers memorialized
upon the subject.

A gentleman of talents and great perseverance,
though not of sufficient influence to take a lead, under-
took to. establish the principles of the pamphlet
at. Manchester. = This he did so completely, that
it seems if the bank charter had been altered last
session, three Banks, by different classes of persons,
would have been started /immediately. No expres-
sion of public opinion, however, took place. But were
it necessary, more reliance might perhaps be placed
on Manchester than any other town. The manufac-
turers-are in. general rich and independent; and it
has one of the best Chambers of Commerce in the
kingdom, During the session of Parliament, this cham-
ber meets regularly to discuss all questions relative
to- trade and commerce, but more especially those
which relate to the trade of Manchester, and it takes
steps to carry the result ofits deliberations into ef-
fect. A very important act of Parliament was obtain-
ed by it last session, for the registering of warrants
of attorney; and the transactions of the Banks,
so important to commerce, receive its particular at-
tention. It resisted the issue of local notes, by calling
the meeting of the inhabitants of Manchester for that
purpose, mentioned in the Essay on Banking ; and it
makes other regulations respecting them whenever it
is necessary for the interests of commerce. A measure
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of this importance, therefore, could not consistently be
overlooked by it. Almost all of its members are
known to think well of the scheme, and some of them
to be very desirous of promoting it. It is therelore ex~
pected by the people of Manchester, of whom they
are the commercial representatives, that they will take
such steps as might be expeeted from the town of Man-
chester, in such'a question.

Although there is no place where a public Bank is
more desired, yet this does not arise from any
dissatisfaction with the existing Banks. Messrs Jones,
Lloyd, and Co., and Messrs Heywood and Co. are
both liberal and wealthy bankers; but the principle
of the Scotch Banks is preferred by all commercial
men, as well in Manchester as in every other place.

The Author made some attempts to bring the sub-
jeet into notice in other commercial towns, but his
endeavours were not suecessful. Banks, it was said,
would be set up when there was liberty to do so, but
no encouragement was held out that any public steps
would be taken in order to procure that liberty:

Ministers, however, soon rendered the exértions
of the Author perfectly unnecessary. They made
an arrangement with the Bank of England for an
alteration . of'. its charter; ‘and/ there  seemed / no
doubt  that it would be completed’ as a -matter -of
course. During the dependance of the question, the
Author was in London for a couaple of months, and
after his return, addressed the following Letter to the
Editor of The Neweastle Courant; in order to ex-
plain how the matter stood :—
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THE PROPOSED PUBLIC BANK.

SIR.—As this has become a question of considerable local interest
swith this part. of the country, the following information respecting
it, may, perhaps, not be unacceptable to the public:—

Your readers; who have given attention to the matter, are, no
doubt aware, that two or three months after the publication of
the Essay-on Banking, the question was taken up by governn
witheut any petitions to parlinment; which that Pamphlet recom-
mended. Tt had been circulted very freely in Lancashire, and had
produceda considerable sensation there, as well as here; of this, the
whinisters were fully apprised, not only. by communications constantly
forwarded to then, but by a deputation of bankers interested in the
inatter, haying waited upon the Chancellor of the Exchequer, to as-
certain:the views of government upon the snbject.

At the eommencement of the session, ministers proposed, that four
millions should he'advanced by government to the agriculturists, but
that plan was dropt, and the alteration of the bank charter, w
view to the establishment of public banks,"adopted, as a much more
effectual application of thet mode of relief; as well as being an m-
provement imperatively required in:the banking system of the coun-
try.

A bargain was made with the Bank of England, by which, m con-
sequence of allowing the immediate establishment of public banks, in
the country, at a distance exceeding 65 miles from London, its char-
ter was to be renewed for 10 years longer. This arrangement was
confirmed by a general meeting of proprietors, and a bill was to have
been submitted to parliament, by ministers, accordingly.

In the mean time, however, considerable difficulties arose. It was
tontended, by the opposition, that the bargain with the bank was im-

provident. Tt ought to have given up its privilege for nothing ; what

sas gmned by it was enly worth having,’ but not worth paying for.

Lord Grey stated, that “as far as he could learn, there was no call
for the measure ; at least, in the part of the country with which he
was more immediately connected, there was no complaint respecting

y of banks, nor any distrust as to the property by which
their credit was sustained.” Truth, howevyer, fequires it to be stated,
that, at this very time, Sir Francis Blake, Reeds, and Co.’s bank had
stopped payment, for nearly half'a million of money and their notes
were them at a discount of from 5s. to 7s. in the pound. There ar
however, so many bankers, and such banking interest in parl

that this doctrine went very well down with 2

gides of the house. And it is extremely probable, that had ministers
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brought the measure forward, they might have had some difficulty in
carrying it: more especially, as they themselves thought that the
bank ought to have consented to the alteration without purchase.

At the same time, the bank divectors also had as little relish for
the matter, on their part, and would, by no means, consent that the
arrangement should be concluded on any thing like a sensible basis,
No public bank can be set up without a law to render it liable only
for the acts of its divectors. As the law of partnership now stands,
any partner, if there were a thousand, ¢ould either raise money or in-
dorse hills, or do any act of that kind, in its name; and if' fraud could
not be legally proved and brought home to the holders of the bills or
other securities, the bank would be bound to pay them. That the
privilege, thus necessary, should be granted, however, the directors
waould not consent, which put an end to the business, and rendered
the meeting of the bank proprietors and the whole proceedings, quite
a nullity.

A correspondence that teck place m the Times paper, which exhi-
bits the peculiar views or the apology of the directors in this extraor-
dinary proceeding, you have below; and though long, it will probably
possess interest to those who feel an interest in the sulject.

In consequence of the representation of the merchants of Liver-
pool, who had stated their views in a memorial to Lord Liverpool,
ministers thought it expedient that charters to a limited extent
should be granted, to svhich the bank ‘had previously objected ; and
they proposed to the directors, that'a more limited extension of their
charter, with the power of conferring charters where it appeared ne-
cessary, and the other regulations required, should be granted. This
also fell to the ground; and the Chancellor of the Exchequer stated
in parliament, that swhen the bank applied for a renewal of its char-
tery the proposed extension of it would be made.

That the bank directors should offer such epposition, seems alinost
incredible; and yet it 18 at least tacitly avowed in' the subjoined cor-

yondence. It is not unlikely, however, that finding the interested
fecling and probable difficulty the measure would encounter in par-
liament, even amongst their own friends, ministers were disposed to
weit until public opinion: was mare decidedly expressed in its favour.
Besides the measure had assumed a new character,—merely throwing
open the charter, so that banks might have whatever number of part-
ners they thought proper, invelved none of that time, attention, and
consideration, which would be necessarily required, if charters were
to be granted ; and at the late period of the session, when this altera-
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tion of the views of ministers took place, they probably could not;
with the business they had on hand. give that attention to the subjeet
it required.  Hence any opposition or apology for putting it off would
perhaps be the more readily embraced.

Next seszion of parliament;.it is probable that petitions from differ-
ent places, will be set on foot, ‘and the measure will be agein brought
forward by ministers, who are not only pledged to carry it, but have
an honest convietion of its utility, and & sincere wish to see it adopt-
ed, as friends to the true interests and welfare of their country.

Of'its necessity. and advantage; the publie are universally convine-
ed ; and if Lord Grey will enquire, he'will find that his statement in
parliiment was not at all correct-

It need not, howevery; be expected, that.any petitions to parlia-
ment, will be. yery- generally signed by that class of persons who,
having most t0 do.with the banks, are most interested in the ques-
tion. This/class will much more readily subseribe to a bank when
about ta be set up, and they do not hesitate to say so, than do the
slightest act that might seem to imply dissatisfaction with/ those st
present established. But as this will be obvicus to parliament, the
very deficiency of such signatures will prove the trammels of the
country, and be an argument for the dlteration of the law which in-
flicts them.

There aresome other circumstances also which render it extremely
probable that the opposition of the bank directors will be considerably
abated next session of parliament ; independent of which they will be
undér the necessity of applying early for a renewal of their charter,
in order to keep up the value of the bank stock. Were any difficul-
ties to avise respecting the renewal of the charter, thie stock would
necessarily fall. It is now at 252, and its intrinsic value, were the
cherter not to be renewed, including any veserved fund or a’i\‘.'?ngs
whichithe bank may possess,.is not probably more than 110 or 120.*
Tt is the soundest policy, as well as the practice of the bank, to get
its charter renewed in good time. The present charter was granted
in 1800, 12 years before the last expired, and this has now not more
than 11 years to run. Any further delay in getting it renewed might
be dangerons, and; on the part of the directors, inexcusdble. Public
opinion-is making vapid invoads into the territory of that prejudice,

§

which, as a national institution, has run rather high in favour of

" the
Bank of England; and though the directors may be at the head of a

* This ydlue, it appears, is too low by at least twenty or thirty per cent,
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regiment of clerks, the nation would prove too strong for them, were
they to provoke an encounter, or injudiciously court it, by leaving
the policy of renewing their charter open to that freedom of enquiry
which is taking place on the su [ i
[The letters from The Times referred to, will be found in the Ap-
pendix to the Essay on Banking:]

The high character of Lord Grey leaves no room
to doubt the purity of his motives; or the truth of the
statement quoted from his speech in the above letter,
so far ashis lordship’s knowledge went. The proba-
bility is, that as Sir Francis Blake, Reeds and Co.’s
bank, which had not been in the best credit for some
time, had stopped payment, his lordship presumed
that all the rest were now good. This presumption
was perfectly correct, But when his lordship stated
that there was no distrust as to the property by which
their eredit was sustained, he proved that he had not
a very accurate loeal knowledge on the subject. It is
one thiag to say that a bank has good credit, and
another to say that it has property enough to sustain
it. Its eredit may depeund upon the known prudence

with which it is managed, more than upon the proper-

ty with_which it is sustained, It may be perfectly
safe to take a single voyage in a bad ship well navi-

gated, while it.would be madness to engage to do so
annually for twenty years, whether it was well nayi-
gated or not. The fair way to put the question is
this: would Lord Grey, or any other person, think it
prudent to guarantee the stability of all the present
banks in Northumbeérland and Durhamy for that time,
respectable as they at present undoubtedly are?

The Author does not mean to say, that so far as he
could learn, the opposition generally were against the

principle of the measure ; he believes, on the contrary,
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that the majority were very decidedly in its favor. Tt
is probable that even Lord Grey merely thought that
the bank had too good a bargain; but to contend that
the country ought to be afflicted with the present sys-
tem ten or twelve years longer, in order to punish the
bank, was evidently pushing the argument too far.
With respect however, to the present Essay: the
Auithor, when in London, had an interview with Mr
Huskisson, on the bank subject ; at which he ventured
to state, that he entertained some opinions on the cause
of the present agricultural distress, which he had ar-
ranged in the form of propositions; and that if Mr
Huskisson wished it, he would leave them to be con-
sidered at his leisure, should he find them worth his
attention. He consequently left those which follow :—

A feud" conseoutive Propositions in Political Eeonomy,

which are capable of Proof.
CONSUMPTION.

1. That the monied income of society is and must
annually be spent.

9. That all income is derived from the soil.

8. That the produce of the 'soil, and the demand
for it are upon the average equal.

4. That it is the supply which creates the demand,
and not the demand which creates the supply,

5. That the cost of all commodities, thongh it may

be nominally stated to consist of profits, taxes, &c. as
well as materials and labour, does consist of materials
and labour solely.

6. That the relative prices of the produce of the
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soil are determined by labour, and if the soil was 20
times more productive than it is, it would preserye the
same relative price to labour and other commodities
which it does at present.
From this chapter it ought to appear, as. a matter
of course, that with respect to the national prosperity,

the taxes are neither an evil nor a good.

CURRENCY.

7. That every state of prices which is average and
general, is determined by the amount of currency in
circulation.

8. That it is thrown into or abstracted from circula-
tion through the medium of an increased or diminished
consumption.

9. That the total value of curreney in the world can-
not be altered by an alteration in its quantity.

10. That its value depends upon the exchanges it is
required to perform.

11, That the same is the case with any particular
nation. By an importation or exportation of gold, the
price of it is altered, but no difference is made in the
total value of the money in the country.

FOREIGN TRADE.

12. That the foreign trade of ‘a country consists in
an exchange of its commodities for those of other na-
tious.

5. That the value of such commodities is computed

in money.
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14. That if the commodities of any nation are supe-
rior to those of others, the demand of the other coun-
tries for its commedities will be superior to its demand
for theirs, and the balance will be paid in money.
That prices will |in consequence be raised in the coun-
try to which the balance is paid, and reduced in the
countries by whieh it is paid, and by this means, the
demand for commodities will'be \reduced on the one
hand and increased on the other, until they are equal
in money, though more unequal-in quantity.—That
in-propertion to this inequality in the amount of com-
modities exchanged will be the advantage of the nation
in whieh prices are high, over those with which it deals.

15. That if a country with great mapufacturing su-
periority, were to prevent the (importation of provi-
sions, and were 10 confine its foreign trade to the im-
portation of such commodities as it required for the
population which its own soill would support, ‘the ex-
change .might. ‘be. conducted . on . very advantageous
principles.

16, That if the importation of foreign provisions
were freely admitted, the effect would be merely an
increase of manufacturing population.

17. That both an increase of populationy and an ad-
vantageous exchange may be produced by ‘ajtax upon
foreign provisions judiciously imposed.

18. That the amount of this tax must be determined,
not by an enquiry into the cost of production by our
agriculturists, but into the extent of our manufacturing
supetiority.

19. That a tax upon foreign provisions would not

in the least degree be a tax upon the people of this

country, nor upon the countries where they are pro-
duced, except to the extent of actual British labour or
produce received in return for them; but upon the fo-

b.4

reign consumers of the produce of British soil and la-
bour all over the world.

THE PRESENT SITUATION OF TH1S COUNTRY.

90. That the corn bill alone would not have pro-
duced the effects to which it has led, uncornected with
other causes.

21. That the present state of the country is the effect
of the want of consumption, produced by the sudden
¢hange in the value of property from the altered value
of the currency; and by the reduction of the expendi-
ture of government.

99, That the reduction of the expenditure of go-
vernment creates the evil which it is intended to cure.

93,/That the present situation of the country could
not have been brought about with a metallic currency,
or-with a paper cutrency upon different principles.

24, That the economy of the nation and govern-
ment has no ‘other effect at present than to contract the
circulation, ‘and instead of reducing the™interest of
money, to reduce the price of provisions.

25. That this might be prevented by such altera-
tibnsin the principles upon which paper was issued, as
would put it upon the footing'of a metallic currency:

These propositions appear to have been thought by
Mir Huskisson to possess matter of some interest. He
returned ‘them in a few days with a note, which the
author will erave his indulgence for inserting; as it will
serve for a warrant to the reader that the following at-
tempt to develope the principles they contain may be-at
least worth examination :—

C
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“ Mr Huskisson presents his compliments to Mr
Joplin, and bhaving had an opportunity of looking
over the propositions on Political Economy, which
he left with him for perusal when he had the plea-
sure of seeing him a_few days ago, now begs to. re-
turn the several papers herewith,

% Mr H. is persuaded Mr Joplin must be aware
that the propositions in question comprehend a very
extensive and important range of subject, combined
with matter of great general interest, and will re-
quire the utmost attention and. consideration  to
their;developement ; but he is not:prepared at pre-
sent to offer any conclusive opinion upon the points
adverted to.

“_ Whitehall Place, 6tk July, 1822.”

It was not until two months after this, that the Au-
thor determined upon undertaking the work at the
present. moment. It will be afterwards seen by. the
reader, that the arrangement of these propositions is
imperfect. The first and second form the subject of
the eighth and eleventh chapters of this work, and the
fifth proposition is erroneous. Consequently his views
were more obscure, and the undertaking more difficult,
and likely to require much more time and attention
than he could conveniently give to it. . When, how-
ever, the arrangement which has been adopted occur-
red to him, and he discovered that deduction which
he has termed the Fulerum of the Argument, the diffi-
culty; seemed at once to vanish, and the undertaking
become more practicable.

In order to have it out before the ensning session of
Parliament; if possible, as well as for the purpose of
forwarding it to Mr Huskisson, the chapters were
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sent to the prinfer as they were written ; but owing to
constant business interruptions, which tend to disturb
the current of thought, and of course to retard a work
of this description, at the end of two months not more
than a third of it was completed.

The Author, however, had, by ‘this time, sent the
first eleven chapters to Mr Huskisson.  His object
was to render his views, if they were true, as useful
as possible; and as ministers, he was aware, were
preparing some plans to sebmit to parliament the en-
suing session, ‘any light that could be thrown upon
the subject would of course be desirable. Mr Hus-
kisson, he had no doubt, would at once see whether or
not his general principles were correct, and"if so, de-
duce from them measures of practical utility, and if
not, no harm could arise from submitting them to his
consideration.

As, however, the Author got slowly on with his
work, which, if his views were correct, ought to be
out by the meeting of Parliament, he now absented
himself from business altogether for a shert time, and
in six or seven weeks of perfect seclusion, was en-
abled to complete it.

The brevity with which he has discussed many of
the principles laid down, renders ‘it necessary for him
to state; that he considers himself only addressing
such as possess some previous knowledge of the sub-
ject, or will take the trouble to understand him. The
multitude can never be political economists. “But if
his general principles are approved by those who are
capable of appreciating them, he will probably at some
future” period of leisure, endeavour to furnish a more
enlarged and elementary work on the subject.

This Essay, thereore, having been hastily written by

c 2
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an unpractised writer, and sent to the press as the
chapters were completed, by which any corrections,
alterations, or improvcment that must nlwn_vs suggest
themselves in the course of a.work of this nature, were
prevented, considerable allowances ought to be made
by. the critical reader. + It is the author’s object to
show, that the present agricultural distress might have
been prevented by a different system of currency, and
may now be cured; and if he-has done that, he has
done all he aimed to do; though he may have deemed
it requisite to go through a wider range of subject
than might at first appear necessary.

Since this work was completed, and even iprinted,
all but three or four pages, the Author has read, for
the first time, Mr Rieardo’s Pamphlet on Caurrency,
entitled “ The high Price of Bullion; a Proof of the
Depreciation of Bank Notes.” He was not! before

nor does he believe, that the world in general'aze suf-

ficiently aware of the obligation they are under te that
gentleman for this able little production. Treating
merely.of general principles, it has been smothered in
the discussion to which it gave rise. He is anxious to
explain that he had not before seen ity perchance it
should be supposed that some of the ideas contained
in the following work, had been taken, without ac-
knowledgment, from that, sofar as the subject is deve-
loped, perfect theory, of the currency.

CONTENTS.
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in the following work, had been taken, without ac-
knowledgment, from that, sofar as the subject is deve-
loped, perfect theory, of the currency.

CONTENTS.

PRrEFACE = - L 2 8 L
Cuar. L. Definition of a few Terms employed in
the following Essay
Cuae. I1.: Use of Money. - -
Cuap. II1. Balance of Trade -
Cuav. IV. The Fulcrum of the Argument -
Cuar. V. National Wealth not increased by Na-
tional Lconomy - - -
Cuare. VI. Nutional Wealth composed of Aunual
Income - - - -
Cuae. VII. Real and Nominal Income of Society
Cuar. VIII. The Income of Society is consumed
Cuar, IX, Capital - - - - - 46
Cuar. X, Principles which regulate the Saving
of Money - - - - 57
Cuar. XI. Corn creates its own Demand - 71
Cuare. X1I. Labour - - - - - 85
Caap. XL 7%he Soil is the original Source of
Wealth - - - - 101
Cuar. XIV. Cost of Commodities in Profits of
Capital - - - - 105
Caar. XV. Rent - - - - - - 113




PAGE
Cuar. XVIL. Tazes SRR S . IV. Table of the Prices of three per cent.
Cuap. XVIL. Taxes upon Foreign Corn - Stock from 1781 ta 1822 - I L
Cuar. XVIIL. Money - - - - - No. V. Amount of the National Funded Debt at
Cuap. XIX. Paper Currency - 4 the Revolution ; and at the Com-
Cuapr. XX. The Price of Corn not subject to mencement and Termination of each
material Fluctuations from the War, to 1812 - - - -
Supply 4 - - - lo. VI. Account of the Amount of Bank of Eng-
Cuxp. XX1. Probable Causes whick have pro- land Notes in Circulation, from 1792
duced the leading Changes in to 1819 - - = = -
the Prices of Corn, during the lo. VIL Adeccount of the Duties on Promissory
last thirty Years = - - Notes re-issuable, from 180570 1808,
Ciar. X X11. With a Paper Currency, Impor- inclusive = = - - = -
tations of Forcign Corn cannot , . VIII. 4 Tableof the Issues of the Country
materially reduce Prices - ' Banks, calculated from an Account
Cuar. XXIII. The present Price of Stocks, @ of  Stamps. for their Promissory
Proof of a Contraction of Cur- Notes, delivered from the Stamp
rency - - - - Office, from 1810 to 1818, inclusive
Cuap. XXIV. Sinking Fund u a & . IX. The Amount of Advances made by the

Cuar. XXV. Plan for the Government of the Bank of England to Government,
Currency - - - - Jrom 1792 to 1819 - - -

Criap. XXVL Bank of England - - (o 0. X. An Account of the aggregate Value-of all
Corn, Grain, Meal, and Flour, im=

: ported jfrom Foreign Parts into
Arkeiois’ T2 4 i i X = Great Britain, from 1813 to 1818,
No. I An Account of the Quantity of British inclusive, | ==\ dEe b BT
Wheat and Wheat Flour, export- . X 1. Account of the Finances of the Bank of
ed from England, and of Foreign England on the 26th Feb., 1797 -

Wheat and Wheat Flour, imported . XIL dn Account of the total Amount of

into England from 1697 10’1 812 - Ouistanding Demands on the Bank

No. IL. Prices of Wheat, per Quarter, at Wind- of England, and likewise the Funds
sor Market, from 1646 to 1813 - JSor discharging the sames 30th Jat.,
No. ITL. Yearly and Monthly Averages of Wheat 1819 G UR I BT O g §

from 179201822 - - - 12




XXii

No. X1IL. Account of the Market Prices . of
Standard Gold, and vrate of Ea-
change-with Hamburgh, from 1760
f0.1809 - - - - -

No. X1V, Extract from the Evidence of David
Hodgson, Esq. before the Agricul-
tural Committee gf 1821 - - .48

Essay ox Baykine.

SUPPLEMENTARY OBSERVATIONS,

AppeNDix 10 Essay on Bankine,

OUTLINES

oF

Political CTconomy.

CHAPTER L

Definition of a few Terms employed in the following
Fissay.

Ir is generally admitted that political econo-
my is a science not yet fully understood. In
which ease, nothing is more natural than to sup-
pose that terms may be required to express
discriminations:of meaning, which, in fact, may
never before have been made. I trust, there-
fore, that there can be mo objection to my
adopting language to ‘express such distinetions,
as it may appear in the course of this Essay
either necessary or desirable to establish, or
even; for the sake of' precision, to-define for
myself (the meaning in which I may employ
words already in use. The following are a few
terms that I shall take the liberty of using in
the sense which they are explained to convey :
B
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VALUE, in common language, has two
meanings : it either refers to the price of a
commodity, or ifs usefulness. Water, though
not worth money, is valuable ; such a person is
also a valuable man, &c. In this sense it has
no refetence to price. *On the other hand, it
is usually said, that the value of a thing is what

it will bring: we value our' goods at' the price
for which we think they will sell. In this case
it is synonymous with price. = Value, in use,
however, is not a term required in political
economy, which treats only of the exchange-
able value of commodities, while price express-
es exchangeable value ‘as' well as any other
term. I shall, therefore, use the term value,
to express the cost of a‘commodity, in labour,
mateérials, profit of capital, &c.; the price at
which it can be produced to indemnify the cul-
tivator or manufacturer, after paying for: the
labour, rent, profit, and other charges incident
to it; or in speaking of any thing not the pro-
duce of materials and labour—such as land,
I shall employ it, ‘as it commonly is used,
to express its price'at par, or its'average va-
lue according to the interest of money, or by
whatever general principles its value is deter=
mined. A person will sometimes'give more for
an estate than it is worth, or may sometimes
purchase it for less. " Its value,” however, by
judges, is estimated according to the current

3

price of land. Tf a person choose to give more,
or take less for an estate than it is worth, that
does not alter its real value. Also in mentioning
money, value is used. We never speak of the
price, but always of the value of money.

PRICE.—Commodities are very seldom sold
for their precise value in the market, according
to the foregoing definition ; though they may
be so upon the average. They are continually
fluctuating, like the pendulum of a clock, on
one side of their value or the other, and yet
constantly gravitate towards it. The market
value of a commodity we shall, therefore, term
its price ; thus distinguishing it from yalue,
the cost of its production : the price and value
being the same only when the commodity is at
par, and sells for the fair remunerating price
necessary to pay its producer. =By the same
rule, the price of an estate is what it sells for;
its value, what it is worth ; and only when it
sells at its value, is its price and value the
same.

COMMERCIAL CONSUMPTION.—It is
of no importance to the manufacturer or grow-
er of 2 commodity what becomes of it after he
sells it. . It is, so far as regards the commodity
sold, as much consumed to him if put into a

-warehouse as if it were put into the fire ; con-

sequently all commodities in the hands of mer-
chants, shopkeepers, &c. so far as he is affect-
B 2
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ed, are consumed. That demand which in-
fluences his production has taken place; and to
distinguish, this from actual, I have termed it
commercial consumption.

PRE-EXISTING - MATERIAL - PRO-
DUCE.—The materials of which the manufac-
tures and commodities that we consume are
composed, are of two descriptions : those which
are the produce of the soil, and those which
pre-exist.in nature, and are abstracted from it
by labour orart. ; All experience points out
that the former is the basis of wealth, and the
latter its superstructure.  The richest mineral
productions are of no value in a country with a
barren soily except in so far as they will ex-
change for the productions of one more fruitful.
In political economy their value is of course
determined by different principles; hence it
will not be improper to give them separate de-
signations. Those materials, therefore, which
pre-exist in mature, and are by some mecha-
nical or chemical application of labour or art,
extracted from it, are termed pre-ezisting ma-
terials, or pre-ezisting material produce.

VICTUAL PRODUCE.—The produce of
the soil may be divided into two descriptions:
that which is used for food—such as corn, beef,
rice, coffee, sugar, fruit, &c. and those materi-
als which form the basis of manufactures, and
other articles of convenience—such as hemp,
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flax, cotton, wool, wood, &c. In speaking of
the former, it is not unusual for political eco-
nomists to express them under the general head
of corn. In doing this, however, a particular
explanation is always necessary, to avoid which,
the term wictual produce is employed.
MATERIAL PRODUCE consists of those
materials, the produce of the soil, which form
the base of manufactures as above described,
and which are thus distinguished from victual
produce on the one hand, and pre-existing ma-
terial produce on the other. Material produce
also naturally divides itself into animal and ve-
getable. This distinetion, however, is not ne-
cessary for the purpose of our argument.
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CHAPTER IL

Use of Money.

Mongy is not wealth. It only conveys the
power of obtaining those things which compose
it. . Wealth consists in the necessaries, com-
forts, conveniences, and enjoyments of life.
This nation is the richest in the world, yet the
principal part of its money consists of a paper
currency, which is intrinsically. not worth the
ten-thousandth part of the value it represents.
When in its greatest prosperity, it had the least
amount of the precious metals in circulation.
Paper, however, answered the purpose quite as
well, and proves, if proofs were wanting, that
wealth ' does not conmsist in gold and silver.
This country was never more rich and flourishs
ing than a few years ago, when it had the least
of them. If wealth had consisted in gold and
silver, instead of the richest; we must then
have been one of the poorest nations, in, the
world.. No nation, not entirely barbarous, had
at: that time less of them than we had. We
still, however, have an itching palm for gold ;
we parted with what we had reluctantly, and
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are extremely desirous to have it back, though
we are certainly not the richer since it became
more plentiful.

The wealth of a country consists in the a-
bundance which it may possess, of those neces-
saries and conveniences, the produce of land
and labour, which furnish the support, and
contribute to the enjoyments of life. =~ That
part of the aggregate wealth of a nation which
forms the wealth or income of ‘each individual,
consists of some particular deseription of the la:
bour or produce; of which thewhole is‘compos-
ed.  The income of one person is derived from
land which produces corn, another from' land
which produces cattle.'One has'a tin"mine,
another a mine ‘of coal, one man makes nails,
another shoes, &e. ' Thus the income of each
individual is generally derived from contribut-
ing tosome particular want of a great ‘many
different persons.  On'the other hand, the ne-
cessaries and luxuries’ which ‘each individual
requires; “take some portion’ of the' labour “and
produce'of as great a variety of persons to ‘sup-
ply. ' And'it is necessary for him to exchange
that in which his income consists, with all
those who' may desire a part of it, in order
that hé' may procure from them 'that portion
of each of their labour or produce which he
requires for himself. In order to facilitate
these exchanges, money is necessary. “ When




“

8

the division of labour’ (says Smith, in his

Wealth “of Nations) * has been 'once tho-
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roughly established, it is but a very small
part of a man’s wants, which the produce of
his own labour can supply. He supplies the
far ‘greater part of them by exchanging that
surplus-part of the produce of his own la-
bour which is over and above his own con-
sumption, for such parts of the produce of
other men’s labour as he has occasion for.
Every man thus lives by exchanging, or ‘be-
comes in some measure a merchant, and the
society itself grows to'be what is properly a
commercial society.

¢« But when the division of labour first began
to take-place, the power of exchanging must
frequently have been very much clogged and
embarrassed in its operations.  One man, we
shall suppose, has more of a certain commo-
dity than he himself. has occasion for, while
another has less. The former consequently
would be glad to dispose of; and' the latter
to purchase a part of this superfluity.  But

if the latter should chance to have nothing
that the former stands in need of, no ex-
change can be made between them. The
butcher has ‘more meat in his shop than he
himself can consume, and the brewer and
the baker would each of them be willing to
purchase a part of it. But they have nothing
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to offér in exchange except the different pro-
ductions of their respective trades, and: the
butcher is already provided with all the bread
and beer which he has immediate occasion
for. No exchange can in this case be made be-
tween them. He cannot be their merchant, nor
they his customers, and they are all of them
thus mutnally less serviceable to one another:
In order to avoid the inconveniency of such
situations, every prudent man, in every pe:
riod of society after the first establishment
of the divisionsof laboury; must-naturally.have
endeavoured to manage his affairs in such a
manner as to have at all times by him, be-
sides the peculiar produce of his own'indus-
tryy ' certain quantity of some one commo-
dity‘or other; such as'he imagined few peo-
ple would be likely to refuse in exchange for
the produce of their industry.

¢ Many different’ commodities, it is proba-
ble, were successively both'thought of and
employed for  this-purpose. . In' the rude
ages of society, cattle are/said to have been
the commion instrument of' commerce; and
though they must have been a most ineonve-
nient one, yet, in old times, we find things
were frequently valued: according to. the
number of cattle which had been given in
exchange for them.

¢ The armour of Diomede, says Homer,

C
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cost only nine oxen; but that of Glaucus
cost an hundred oxen. Salt is said to be the
common instrument of commerce and ex-
changes in Abyssinia—a species of shells in
some part of the coast of India—dried cod
at Newfotmdland=—tobaceo in Virginia-—su-
gar in some of the West\ India colonies—
hides, or dressed leather, in some other coun-
tries; and there is at this day, a village in
Scotland, where it is not umcommon, I am
told, for'a workman to carry nails instead of
money to the baker’s shop, or the alehouse”
¢ Jn “all countries, however, men seem at
last to have determined, by irresistible;rea-
sons, to give the preference, for this employ-
ment, to’metals, above every other commo-
dity.  Metals can‘not only be kept with as
little ‘loss ‘asany other commodity, scarce
any thing being less perishable than . they
are ; but they can likewise, without. any loss,
be divided into any number of parts, or, by
« fusion, thoseparts can easily be united again,
«.g+ quality which. no. other equally; durable
«: commodities possess, and which, more than
¢ any other quality, renders them fit to be the
« instruments of commerce and circulation.
¢'The man who wanted to buy salt, for exam-
« ple, and had mothing but cattle to give in
« exchange for it, must have been obliged to
¢ buy 'salt to the value of a whole ox, or a
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s¢ whole sheep at a time. He could seldom
¢ buy less than this, because, what he was to
s give for it, could seldom be divided without
« loss; and if he bad a mind to buy more, he
¢ must, for the same reasons, have been. obli-
s ged to buy double or triple the quantity, the
« value, to wit, of two or three oxen, or of two
«¢ or three sheep.

« If, on the contrary, instead of sheep or
oxen, he had only metals to give in ex-
change for it, he could easily proportion the
quantity of the metal to the precise quantity
of the commodity, which he had immediate
occasion for.  'Different metals have, been
fmade use of by different nations for this pur-
pose. = Iron-was the common instrument of
commerce among ~the ancient 'Spartans—
coppet! amoung  the ancient Romans—and
gold and silver among all rich and commer-
cial nations.”’

By a modern improvement, however; in com-
meree, a paper Currency, founded upon pub-
li¢" confidence," is found to ‘answer the same
purpose as the precious metals, and in this and
sther countries has been principally substitu-
ted for them.

The comparative value of commodities is de-
termined through the medium  of money;; on
the 'axiomatic  principle, that things which are
equal to the same thing are equal to each

c?2
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other. Thus if my labour or commodity be
worth-a. pound, it is of equal value, and will,
through the medium of the pound for which
I sell it, exchange for any other commodity
worth a pound, which I may require. The
object of every individual, therefore, is to get
as much. money. for his labour or commodity as
he can, not-that the mouey,is of itself’ of any
value, but. that the exchangeable value of his
commodity or labour is thereby determined.
If it is equal to, or worth, a given sumof mo-
neysy it is equal to, and will command any; other
quantity of labour or commedities of the same
value in money, whether such quantity be great
ox;small,~ Hence, as.most people have a gene-
ral idea of the present value in money, of such
commodities or luxuries as they require, by as-
certaining the value in money, of their own
produce or labour, they can form a tolerably
correct estimate of the share of the general
wealth of society which they possess.

Money is thus a scale, by which wealth is es-
timated, ‘and-though it is not wealth,' more

than a barometer. is weather, yet it is cur only

mode of computing it, and nothing, perhaps,
ig- more natural than that the shadowrshould
sometimes have been over-valued, or -even
taken for the substance.

The Money in the World is always sufficient for
the Use of it.

If there were twice the quantity that there is
at present, it would not purchase more com-
modities than the amount now in circulation 3
or if there were but half the quantity, it would
not purchase less. No alteration in the amount
of money in the world, can alter its total value
im that which composes wealth, the necessaries,
comforts, and conyveniences of life. - If there
were twice the quantity, the nominal price of
commodities would be altered; they would be
twice the price/all over the world. It 'would
take double the sum of money to purchase the
same quantity of wealth; but that being the
case, the whole money in circulation would
only then be worth the same commodities as
now. By the same rule, 'if there were but half
the present ‘money in the world, commodities
would bé half the price, and it'would still com-
mand precisely the same amount of the enjoy-
ments of life. The world, in neither case,
would in the slightest degree be either richer
Or pooTer.

What is the case with the world at large, is
also the case with any particular nation, in so far
as the commodities of that particular nation are
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concerned.  As the quantity of money in-
creases, the value of it depreciates, and the
prices of the national commodities rise ; the
additional quantity. of money brought into
circulation, merely altering its nominal value.
In countries, also, where the quantity is re-
duced, its nominal value is increased, and its
total value, with respect to the commodities of
the eountry, is the same.

In neither case are the. respective mnations
richer. or'poorer by the stock of money increas-
ed or reduced, in so far as the value of the mo-
ney itself is concerned.

Such alterations, however, continually take

place. They are generally produced by the
foreign trade of mations, and though with re-
spect ‘to the produce of the respective coun-
tries in which such changes take place,, the
effectis'a mere alteration of prices, yet if.is
attended with important consequences, in.Te-
gulating the trade of nations with each other,
which will form the subject of the next chapter.

CHAPTER IIL
Bualance of Trade.

Tur monied price of the produce of a nation
determined by the quantity of money in it; not
only affects the price of that which is consumed
at home, but that which is sent from home and
consumed by foreign nations. « In trading with
each other, nations compute the value of itheir
respective commodities in money the same as
individuals. ' The commerce of nations is; in-
deed, merely a number ofindividual transac-
tions. ' In the international account, the value
of commodities, whatever the respective quan-
tities ‘may be, is ‘only known by their monied
price.
Dr Smith says, ¢ though ‘at distant places
there is no regular jproportion. betwixt the
real” (which he establishes to be their value
computed in labour) ¢ and the money price
of commodities, yet the merchant who car-
ries goods from one to the other has nothing
to consider but the money price, or the dif-
ference between the quantity of silver for
which he buys them, and that for which he
is likely to sell them. Half an ounce of sil-
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ver at Canton, in China, may command a
greater quantity both of the labour and of
the necessaries and conveniences of life than
an ounce in Londen. ' A commodity, there-
fore, which sells for half an ounce of silver at
Canton, may there be really dearer, or of
more real importance to the man who pos-
sesses it there, than a commodity which
sells for an ounce at London, is to the man
who. possesses it at London.  If a London
merchant, however, can buy at; Canton for
half an ounce of silver a commedity which he
can afterwards sell at London for an eunce,
he gains a hundred per cent. by the bargain,
just as much as if an ounce of silver, was at
London-exactly of the same value as at Can-
ton. It is of no importance to him that half
an ounce of silver at Canton would have
given him the command of more labour, and
of a greater quantity of the mecessaries and
conveniences of life, than an ounce can do
at London. An ounce at London will al-
ways give him double the command of all
these, which half an ounce would have deone
there, and this is precisely what he, wants.
¢ It is the nominal or monied  price; there-
fore which finally determines.the (prudence
or imprudence of all purchases and sales,”
The profits of trade, however,,are equal, up-
on the average, and are determined by :the
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capital employed, in importing the commodity,
which is again determined by its original cost
in'money. If commodities, therefore, sell for
little money at home, they sell proportionably
low all over the werld.

The Trade of Nations, upon the Average,
balances.

The commodities which go out of a coun-
try pay for those which come in. The value of
its exports and imports are “equal’; when they
are not so, the balance is paid in money. By
this means, as we have already stated, the

price of commodities is raised in the country
by which the balance is received, and reduced
in that from which it is sent.

The prices of commodities influence their
consumption ;‘when they are high, their con-
sumption is reduced ; when low, increased.
Consequently by the diminished value of mo-
ney and increase of priceson the one hand, and
increased value of money and decrease of prices
on the other, the demand is reduced on one
hand, and increased on the other, until
computed-in money, théy become equal. To
illustrate this prineiple we shall imagine an ex-
treme case, by way of example.

Suppose a nation was to forbid, entirely, the
importation of foreign goods, but to allow the

D
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exportation of its own, for payments in money 3
and the nations trading with it were still, un-
der these circumstances, to allow the trade, on
their parts; to be  continued, the effect, it is
obvious, would be, that, in time, the prices of

all commodities would rise so high in the ex-
porting country, that the trade ‘would be put a

stop to by their mere exorbitancy.

The policy or impolicy<of' admitting a trade
under such circumstances, would never enter
snto the calculations of the merchant. So long
as the goods which could be boughtin-one
country for money, could be sold for money
in the other with a profit, he would continue the
¢rade. ~While he could gain money by any one
commodity, he would continue to export it
from one country to the other.

Such a trade; however, must come to an end
at last, or in time the whole money of the one
nation would be sent to the other.

By the operation of this principle, the trade
of all nations. is brought toa balance.  Should
a ‘country possess manufacturing  superiority,
and a greater demand exist for its commodities
than it has for those of other nations, it creates
a balance of trade in its fayour. — This balance
is paid in money, by which a rise is produced
in the price of its manufactures, and this rise
progressively continues until they are sufficient-
ly high to reduce the demand for them to a le-
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vel with ‘that demand, which it has for the
commodities of other nations. -Thus the ma-
nufactating superiority of this country elevates
its ‘prices above those of every other. Our
consumption of foreign commodities is restrict-
ed to the wants of our own populatien, while
the demand of all the world for our manufac-
tares can hardly be said to have limits except
those ‘which are imposed by price.

The general state of prices at which the fo-
reign trade of a nation balances, we shall term
sts National Prices, in contradistinction to Mar-
fet Prices. The average market price of @ com-
modity is of course its national price. But ac-
cording ‘to the scarcity or abundance of the
supply, the market price continually diverges
from, and gravitates towards the national price,
which has reference to the quantity of money
in ‘the'country, ‘and- not to superabundance or
scarcity in the markets.

The Accounts of Nations, and their National
Prices, have only Reference to Metallic Mo-
ney.

When the trade between countries balances,
or those payments, when that is not the case,
which ‘are not made with the precious metals,
are settled by means of bills of exchange, a

D2
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merchant of one country, who ships goods to
his-correspondent in another,  if he does not or-
der his correspondent to ship for him goods to
as great an amount in return, draws a bill upon
him for the value of the commodities which he
ships; This is sometimes done: by the mer-
chiants of .both nations. - Bills are drawn indis-
criminately at. both ends, as with this country
and Holland ; and sometimes it is the practice
to draw from one end only; as in the trade with
America.

In the former case, there are foreign bankers
or dealers in foreign bills, at both places, who
have correspendence with each other. To
these bankers the bills at both ends are sold, and
remitted by them to each other to be received.
If the bills drawn at both ends are of the same
amount, saving the banker’s profit for his trou-
ble, they are worth the value in money  for
which they are drawn, and the price of bills, or
exchange as it is called, is at par. = But if the
bills : drawn. in - one “country 1are-of -greater
amount. than these drawn in the other; the

banker who purchases them will have to receive

the balance in'money. The expence of trans-

porting. this ioney, however, will amount in
freight, | insurance, &c. to!4, 5, 6, or 7 per
cent.  Independent, therefore, of the regular
discount for, his trouble, he cannot purchase
the bills, without he has them for as much less
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as will cover the expence of importing the
money to be received for them. The variation
in the exchanges or price of bills can never, of
course, much exceed the expence of transport-
ing money from one country to the other.
When there are, to any extent, more goods
ordered of a nation than by it in return, bills
upon it usually attain this premium. The ex-
changes are stated to be in its favour, and
money is remitted in settlement of the national
balance, until from the increased price of com-
modities, a eheck is given to that demand for
them by which it was created, ‘and bills fall be-
low that price at which money can be remitted.

When there are no regular bankers establish-
ed in countries trading with 'each other, the
bills are all drawn one way. In the trade be-
tween this country and America, bills are all
drawn upon, England. ' In that case, one. bill
settles two transactions. - A. in New York,
ships a quantity of flour to A. in Liverpool,
without ordering 'goods in return. © B. in
Liverpool, also, without receiving goods in
return, ships an equal value of British manu-
factures to B. in New York. The established
practice being for all bills to be drawn upon
England,, A. in New York draws on Liverpool
for his flour, and sells the bill to his neighbour
B. who remits it to Liverpool, in payment for
his goods. If bills are scarce, B. in New York
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might have to remit money at a certain ex-
pence, in payment of his goods ; he will, there-
fore, rather give as much extra price for a bill
as this expence amounts to, than incur the
trouble of sending money. If they are plenti-
ful, and cannot be sold, A. may have to be at
the expence of transporting the money from
Liverpool to New York, for which his flour
sells. | Rather than do this, he will also take as
much less for his bill, as the expence of trans-
porting the money amounts to. If, however,
the shippers at both ends were to draw bills,
and there were no bankers to buy them, neither
of the bills would sell. Wherever, therefore,
bankers ‘are not regularly established, all bills
must necessarily be drawn only one way.

Thus the exchange is the price of 'bills, and,
the weight and fineness of the coins of different
countries being determined, it is at par when'a
bill will sell in the country where it is drawn,
for as many pieces of money of whatever de-

nomination, as shall be equal or equivalent m

weight and fineness, to the number of pieees of
money for which it is payable in the country
upon which it is drawn. Thus we shall say, if
six silver rix dollars, current'in St Petersburgh,
have as much value of silver in them as one
pound sterling, a bill drawn in St Petersburgh
upon England for £100, will sell, when the ex-
change is at par, for 600 rix dollars. Should,
however, the coin of St Petersburgh become
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clipped or defaced, and reduced in weight by
wear, it may take 6% or 7 rix dollars to make
one pound sterling ; consequently, before a re-
mittance of such money could be made to Eng-
land, bills upon England must not only be at
such a price as would cover the expence of
transporting the money with a profit, but make
up this deficiency in the weight of the rix dol-
lar also. The real par of exchange would be
650 or 700 rix dollars for #£100, as it would take
that quantity coined into English money to
make one hundred pounds sterling. The pﬁr
of the exchange, however, having been previ-
ously  determined, before the rix dollars were
defaced, at six to the pound sterling, in all
tables of exchanges, the exchange would no-
minally appear to be in favour of England, by
the amount of this depreciated value of the
Russian currency. The same is the case when
the bills are drawn payable in a paper curren-
cy, which does not bear the value it represents.
During the existence of the bank of England
restriction act, bank notes, in which all pay-
ments were then made, became considerably de-
preciated in value, compared with metallic mo-
ney. The consequence of course was, that a
bill- upon England, drawn in St Petersburgh,
would sell in St Petersburgh for ‘as much less
in metallic money, as the paper currency, m
which. it. was payable, was depreciated below
the value of metallic money in England.
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By these means, the original par, as deter-
mined in books, tables, &c. often ceases to be
any measure of the actual par of exchange, and
only serves to embarrass and confuse the sub-
ject. 'The proper way to come at the true state
of the exchange, is to ascertain what weight of
gold and silver a bill is really worth in the coun-
try where it is drawn, and the weight of gold
and silver it is worth where it is payable ; and
the comparison of its value will exhibit how the
exchange really stands. In determining also
the national prices, it is necessary to ascertain
whether the currency, if paper, is worth the
metallic money it represents, or if gold and sil-
ver, whether it contains its original weight in
bullion, and if not, to make an allowance ac-
cordingly.

The Effect of an Importation of Money into a
Nation being merely to raise the Price of
Commodities in. that. Nation, until the De-
mand jfor them is checked, and the Trade
brought to a Balance, this might be just as
well done by the Price of Commodities being
raised in any other Way. "

; The Money of a country may altogether cons
sist of a paper currency, though convertible into
gold. As banks increase, the issue of their paper
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they diminish the value of money generally. 1f
a guinea note will answer the purpose of one
guinea; two guinea notes will answer the pur-
pose of two; and if there are two guineasin
paper and gold ‘in circulation' before, by add-
ing ‘another, ' the 'value of money would' be
depreciated, and prices increased above the
national ‘standard, just the same by the issue
being paper ‘as if it were gold. A rednced
foreign demand for commodities ‘would follow,

‘and the balance of payments would be deter-

mined against the country, which would conti-
nue until prices were again brought down to
the national level, by gold being sent ‘out of the
country, equal to the iicreased 'issues of paper
that had  taken place. "/ This might continue
until almost all the gold was sent out of the na-
tion ; but when it had nearly disappeared, the
banks would-be -compelled to make their ad-
vanees with: greater caution. Any demand
which their issties’ might “create for’ gold to be
sent abroad; for want of gold they would be
unable to supply.  While there was plenty of
it in'the country, they might “increase them
with' confidence. But'when the principal ‘part
of the gold had left it, any increase of'issues,
which would elevate prices above the national
level, ‘would' create ‘a’ demand for gold in ex-
change for their  notes, which they could not
answer without loss, and which would render a
E
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contraction of their issues, so as to reduce the
prices to the national standard, necessary.
With such a tendency in the banks to in-
crease their issues as far as could be done
with safety, a balance of trade, in favour of the
country, would not be the means of bringing
much money into it. The effect would be to
allow the banks the opportunity of increasing
their issues without producing a balance the
other way. By elevating the standard of the
flational prices, it would admit and produce an
mcrease of local currency. Prices would rise
more rapidly, and the trade would be brought
to a .bulaucc without any considerable, if any,
ad(}xtmn to the precious metals in circulation;-
or if' such addition were made, in the first in,-
stance, it would be forced out of the country
again, by a subsequent issue of bank paper.
which would raise prices still higher, Thf,z
§amc tendency in the banks to increase their
1ssues, which would render gold unnecessary to

the circulation of the country, would. also ex-
pel it.

If in this manner the trade might be brought
to a balance without the aid of the preci:))us
me.tals, or without their, continuing in  ecircu-
tatlon, it might be much more easily done

y the state of the exchanges. We will sup-
pose,. for example, that with all nations, the
transit of money is so effectually prohil;ited,
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that it could not be exported from one country
to another.

This being ‘the case, any balance of trade
would produce an excessive demand for bills.
No transportation of the metals being allowed,
the national prices would remain, in both na-
tions trading with each other, unaltered. The
respective demands, therefore, of the two coun-
tries for the goods of each other, so far as their
original cost determined it, would preponderate
as before. This preponderance, however, would
be checked, and the trade brought to a ba-
lancé by the price which the bills would attain ;
and as any reduction in the price of bills, by
which 'this c¢heck was produced, would again
create the original preponderance of demand,
the bills would remain at the price to which
they had risen.

Thus if, in the trade between this country
and’ Russia, we suppose the demand for Bri-
tish manufactures to far exceed our demand
for Russian produce, instead of bills drawn in
St. Petersburgh upon England being worth,
upon the average, six silver roubles per pound
sterling, they might rise to perhaps twice
that, and remain at that price, so that a mer-
cliant | i St. Pétersburgh, importing goods
which cost ‘£100 in England, would have to
sell them for twelve hundred silver roubles in
St Petersburgh, independent of what would

E 2
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cover his profit and expences, in order to en-
able him to purchase a bill upon England with
which to pay for them. In this transaction
there would be mationally no more gain or loss
than with an interchange.of payments in a me-
tallic money ; for, if the inhabitants of Russia,
or other parts of the world, would rather give

such prices for British goods, as this state of

the exchanges would bring them to, than want
them; the national prices .in Great Britain,
from the balance of payments, produced by
such a demand, would necessarily rise.to pre-
eisely a corresponding level,

While by this state of the exchanges British
goods would be double the price in St Peters-
burgh.which they ‘cost in England, Russian
produce would be half the price in England
which it cost in St-Petersburgh., A merchant
shipping. Russian produce to England, wonld
be enabled to sell the bill he drew for it, for
twice the money which the goods cost him.
Consequently, if he got half the price in Eng-
land {which they cost in, Russia, besides what
was necessary to cover his profit and expences,
ity would pay him.

In the case thus supposed, the national prices
would not be altered, while the price of foreign
commodities would. = Instead of the national
prices doubling in 'this country, the prices of
foreign commodities would be reduced one
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half. Whereas in Russia the consumers would,
perhaps, know no perceptible difference, and it
would be perfectly immaterial to them whether
the high price of British goods arose from the
price of bills upon England, or the general
state of prices in it.

When the national prices of any particular
country are raised by an importation of gold
and silver, they will be met by a corresponding
reduction in the price of commodities in the
countries trading with it. But, as with Eng-
land, which trades with all-the world, its na-
tional prices might be raised very high, by the
importation of the precious metals, without any
perceptible reduction in the prices of all the
world. . Hence, it is probable, that in the case
supposed, there would be mo perceptible dif-
ference between the prices at which British
goods would be sold in Russia, whether they
arose from the metallic currency of the rest of
the world being poured into Great Britain, or
from the state of the exchanges.

If, by any improvemient in the monied sys-
tems of Europe, paper currencies were alto-
gether substituted for metals, the commerce of
the respective countries would be brought to a
balance in the manner described. ‘The nation-
al prices would remain steady, and the fluctua-
tions of foreign trade would merely affect the
prices of foreign commodities.
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By the foregoing, it at least clearly appears,
that the foreign trade of nations always, upon
the average, 'balances. The exports of every
country pay for its imports.

Now, if T were to 'make a piece of cloth,
which took me the labour of a month, and ex-
changed it with another person for any other
eommodity, having made the best exchange I
could, it would be of no importince to me
whether the commodity I purchased took six
months, or six ‘days labour, to produce it. ' Its
cost to me would be one month’s labour. ' The
same with the produce of land.” Were I to ex-
change a given quantity of the produce of 'ty
land for a given quantity of ‘any other produce
of land, the cost to me would not consist in
the land and labour which the commodities I
purchased took to produce them, but of the land
and labour which it cost me to produce those
commodities which I gave in exchange for
them.' Did T make these exchanges through
the mtervention: of" moeney, it would be the
same as if by direct barter of commodity"for
commodity.

What is the case with individuals is also the
case with nations. The original cost of foreign
commodities, in the land and labour which it
took to produce them, is no part of their cost
to the nation importing and consuming them.
Their cost, to it, is the produce of its own land
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and labour, with which they have been pur-
chased. Consequently, in consuming foreign
commodities, a nation does but indirectly con-
sume its own.

The expenditure of a country is regulated by
its income in money, and every individual in
this country who consumes one pound’s worth
of foreign commodities, consumes one pound’s
worth. of British land and labour, which was
given in exchange for them.

Hence, in the reasonings of political econo-
my, it is unnecessary, in computing the expen=
diture and consumption of the income of a na-
tion, to refer to its consumption of foreign pro-
duce, which is only an indirect consumption of
its own.  In speaking, therefore, of the expen-
diture of British income, we speak of the con-
sumption of British produce, which, though in-
directly, is, in reality, as much consumed when
we consume foreign commodities as if we had
no foreign trade and foreign luxuries, but con-
sumed the produce of our own land and labour
at home.
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banking profits are a creation of national pro-
perty, whatever they may be of individual, we
shall, for the sake of argument, assume the
CHAPTER 1V. statement to be true.
Now, the first thing necessary to the an-

The Fulctun of the Argument nual production of any commodity is, that there
should be an annual consumption and demand

It is the produce of the land and labour of a for it. Its production is, in fact, a proof of

pseey ST g R Syt its consumption. Without consumption no
country, in which its w ealth consists. I : _1

demand could exist, and no production would
take place. Demand, on the other hand, pro-

ceeds from income. Without inecome; the in-

Dr Colquhoun sums up the annual income

of the nation, expressed in money, at a scale of

'
\r

{,:

value corresponding to 70s. 6d. per quarter for b N
clination to consume may be strong enough,

wheat, in the following table :—

- ;&A_Aﬁ ==

but not being accompanied with the power of
Property created in Great Britain and Ireland, in p urchase, the inclination is not sufficient. It
the Year 1812—18. is, therefore, from the expenditure of income

only, that this demand arises.

This conclusion is, therefore, obvious,—that
R o 114,980,000 if to the existence of an annual income of 430
Vs Fage, il its raviches 31,500,000 millions, an expenditure of 430 millions be ne-
Foreign commerce and shipping 46,373,748 cessary, in order to cause that demand which
Coasting trade i s - | 12,000,000 gives rise to it, and thereis no other source of
Fisheries, exclusive of the Colonial Fish- income from whenece this consumption can pro-

. P Nowh = N - 9 gy 13
eries of Newfoundland 2,100,000 ceed, every shilling of the 430 millions must be
Chartered and private bankers 3,500,000 annually spent.

Foreign income remitted 5,000,000

S

S

Agriculture, in all its branches £216,817,624
Mines-and minerals, including coals 9,000,000

—_——

==

|
o e
===

T

£430,521,372

Without subscribing to the perfect correct-
ness of this estimate, as we cannot see how




CHAPTER V.

National Wealth not increased by Nationak
Lconomy.

Ir the whole income of society must be spent,
and if the whole annual produce must be con-
sumed, in order to its being produced, mo in-
crease’ of national wealth by mere accumtlation
can take place. 'There must, no doubt, at all
times, be a stock of commodities in the hands
of the merchant, manufacturer, and dealer, in or-
der that consumption may be regularly suppli-
ed. This stock, however, must have been ‘accu-
mulated previous to the establishment of that
consumption to which it administers. Thus, cot-
ton, which comes from the East and West In-
dies, has to go through such various manufac-
turing processes, that with the voyage, “and
the time occupied in preparing it for use, a se-
cond crop, in all probability, will be off the
ground before the first reaches the consu-
mer. Hence, of necessity, there must be gene-
rally a stock equal to one crop on hand, before
consumption can take place. This stock may
be sometimes larger, and sometimes less. But
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it must always be sufficient to supply consump-
tion, and can never, to any very great extent,
exceed the amount necessary for that purpose.
A merchant or manufacturer very soon disco-
vers when his stock is too large, by his being
unable to dispose of it. He consequently
ceases either to import, or to manufacture what
he cannot sell. Tt is the same with every other
commodity. A stock of it must exist previous
to..consumption, and though it may vary in
amount, can never very far exceed the limits
that the object for which it exists prescribes. to
it.* Not only will it not pay to have capital
invested in an unsaleable stock, but most com-
modities are perishable, and if they do not en-
tirely spoil, lose their saleable value by keep-
ing.. Thus there can be no great accumulation
of national wealth by the saving of stock-on its

way to consumption. Neither can there be any
saying of buildings and machinery. They must
also exist previous to. the consumption which
they aid in supplying. The manufacturing ma-
chinery at any one time in use, is generally
equal to supply the demand to which it admi-
nisters, and if no improvement take place in it,

10 Very considerable stock of machinery beyond
what is wanted can accumulate. By an im-
provement in machinery, an additional capital
is sometimes rendered necessary. This, how-

F 2
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ever, is not the result of an accumulation of
capital; but of ingenuity ; and sometimes by
simplifying machinery, less capital is rendered
necessary, as well as.more. When, however,
an additional capital, in consequence of any
sach improvements, is required, it must accu-
mulate before consumption through the medium
of the new machinery can be supplied, and
when a sufficient quantity of it for that purpose
is set agoing; no further increase can take place.
The same ‘may, be said of almost every other
description of what economists call productive
capital. ~ Its wear and tear will require to be
kept up. - This forms part of the annual expen-
diture of 2 nation, but it/ never can materially
increase beyond the demand for it.

That this is the case will be sufficiently evi-
dent upon an -examination of the amount of
productive capital which this country is esti-
mated to possess. . The following is from Dr
Colquhoun’s Tables, and includes Great Britain
and Ireland :—

Mines and Minerals. ——This valuation, I
apprehend, not only includes the capital
which they cost, but their value, accord-
ing to the rent or profits which they yield,
which, with the best mines, must far ex-

ceed their cost, - - - - £75,000,000

Carried forward £75,000,000
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Brought over - - - - - £75,000,000
Canals, tolls, and timber, estimated probably

upon the same principles, - - - 50,000,000
Dwelling-houses, including warchouses and

manufactories, £400,000,000, one quarter

of which we shall suppose to constitute the

value of the warehouses and manufactories; 100,000,000
Manufactured goods in a finished state, depo-

sited in manufactories, warehouses, and

shops for sale, - - - - 140,000,000
Foreign merchandise, deposited in ware-

houses, shops, &c. either paid for, or vir-

tually paid by debts owing to' this country

by foreigners, - - - - 40,000,000
British shipping of every description employ-

ed in trade, including vessels on the stocks, 27,000,000
Agricultural property, consisting of grain,

hay, straw, cheese, butter, and other pro-

ductions of farms, including implements

of husbandry, - - - - - 45,000,000
Animals, viz. horses, horned cattle, sheep,

hogs, goats, asses, deer, wild animals, and

poultry, - - - - - - 188,000,000

£660,000,000

This table contains all that description of ca-
pital, by the accumulation of which, according
to the theory of Dr Smith, the wealth of society
is, and may beincreased ; yet it is little more,
by Dr Colquhoun’s ealculation, than “equal to
one year and a half’s amount of property annu-
ally created, though it has been accumulating
from the first dawn of civilization. That such
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capital is necessary and essentially conducive
to mational wealth, there can be no question.
A spade is necessary and essentially conducive
to the annual produce of the garden which
is dug with it.  But, that public wealth can be
increased, by jany parsimonious savings of it
is; quite impossible. 'When you have spades
enough, and to spare, more would not be
wealth but waste. If you build a mill upon

your estate, it may improve its value. If

you build another, with only employment for
one, you throw away so much money. You
do not increase your wealth by it. The same
with a nation. A stock of goods, machin-
ery, &c. is necessary, in order to the produc-
tion and advantageous distribution of wealth,
but no merely parsimonious increase of it can
be of any service.. This country has much
more rapidly improved, and increased its stock
of this description of wealth, during the last
thirty years, than at any former period of our
history ; yet during the principal part of that
time, we have been engaged in expensive wars,
which have drained the country of its surplus
capital. Little or none was left to accumulate
and spread over the land, to irrigate its agri-

culture and commerce, according to existing
theories. No deficiency of capital, however, has
been observed: it has always been found where
it has been wanted. And from this it may,
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perhaps, not be incorrect to infer, that where
the spirit of improvement and enterprise,
(which are the children of freedom and intelli-
gence,) exists, want of capital is seldom expe-
rienced. It may, at least, be very safely as-
sumed that it never can accumulate where it is
not wanted ; and that natiomal parsimony, to
any extent, is neither particularly advantageous
nor possible.




CHAPTER VI
National Wealth composed of Annual Income.

A rixe house, fine furniture, a good stock of
cloaths, and other consumable commodities,
are the usual symptoms of wealth; but we
should not consider an individual rich who had
no other property. We shonld think him, on
the contrary, excessively poor, for the show he
exhibited. He would enly be rich in propor-
tion to this appearance, if his annual income
corresponded with it. A nobleman with a
splendid house and no estate, would be an
exceedingly -poor nobleman. He would, in
fact, be only worth what his house would sell

for, and purchase him in annual income. If

he could not sell it, and purchase annual in-

come with the produce, he would be worth
nothing.

What is the case with an individual, is the
case also with a nation.

Its buildings, furni-
ture, stock in trade, manufactures, shipping,
&c. though important instruments and undoubt-
ed proofs of wealth, form but the surface of it.
It is the annual amount of commodities produ-
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ced for actual consumption in which the wealth
of a nation principally consists. Though stock,
manufactories, canals, &¢. like a mill upon an
estate for grinding its produce into flour, ware-
houses for storing it, and conveyances for car-
rying it, are necessary for preparing and diftr'i-
buting its wealth for consumption, yet as it 1s
the corn, and not the mill, warehouses, carts,
&c. which constitutes the value of the estate—
for without the estate they would be worth no-
thing,—so is it the annual produce of a nation,
\\'hiéh forms its wealth, and not the instrnments
by which that produce is fitted for consump-
tion.




CHAPTER VIL

Real and Nominal Income of Sociely.

1 4 - - -
T'ue income of society, as expressed in money,

may be divided into two descriptions, the no-
minal and the real. A person with an estate,
which will yield him ten thousand pounds per
annum, may have it mortgaged to half its va-
lue : "his income, however, will still be ten
thousand pounds per annum, though the mort-
gagee may receive one half of the rental for the
interest of his mortgage. The two incomes
united, in that case, would amount to fifteen
thonsand pounds per annum, while the income
from which they were derived would only be
ten thousand pounds. The proprietor might,
with the remainder of his income, and the mort-
gagee with his share of it, employ servants and
labourers, purchase commodities which repre-
sent labour, materials, and profits of manufactu-
rers and tradesmen, hire teachers, reward play-
ers, go journies, &c. and those persons who
thus received the money might in their turn
do the same. By passing in this manner from
hand to hand, it might entirely compose the
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incomes of many, and form a part of the in-
comes of many more ; and were the whole add-
ed together, would present an enumeration of
income to many times its original amount. The
real income, however, from which the whole
proceeded, would be that which was, in the
first instance, derived by the owner of the
estate from the produce of the soil.




CHAPTER VIIIL
The Income of Socicty is consumed.

Ix whatever way a person acquires the money
he receives, he must do one of three things
with it, . He must either hoard it, lend it at
interest to others, or expend it himself,

If he hoard it, he contracts the amount of
currency in circulation, and reduces the prices
of commodities below the national standard. All
changes-of price are produced by an increased
or diminished demand for commodities in ' the
market, and the effect of hoarding is in the first
instance to reduce the demand for commeodities
to the extent of the money hoarded, By this
means their price is reduced ; and by this re-
duction the foreign demand for them is in-
creased, and the surplus quantity which ‘the
money hoarded left without a demand, is car-
ried off. A balance of payments is thus cre-

ated in favour of the nation, and a quantity
of money brought into.it equal to that which
by hearding was abstracted from circulation.
When the money that has been hoarded is

brought into circulation again, precisely the
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opposite effects are produced. I-Inarding mo-
ney, therefore, does not diminish the ultimate
dc.muml for commodities, it only alters the
channel of their consumption.

If he lend it to others at interest, they give
him interest for it, either to expend it com-
mercially or actually. They employ it either in
bui!ding: houses or ships, or digging mines, &c.
from which an annual profit is expected, or in
the manufacture of goods, or in the purchase
and sale of them, or in some way in which the
transit of commodities from their first produc-
tion to their final eonsumption is promoted, in
all of which commereial or actual consumption
is produced ; or otherwise they expend it in the
actual purchase, consumption, and enjoyment
of the necessaries, conveniences, and luxuries
of life.

If he expend it himself, it must either be in
actual or commercial consumption as above de-
scribed : so that whether he saves the money,
or whether he spends it, consumption is equally
produced.




CHAPTER IX.

Capital.

Caprrazr, in common language, is understood
to be money. By political economists it is
defined to be not only money but stock,
buildings, and machinery. Properly, however,
it is neither money nor stock, buildings and
machinery.

In speaking of capital, we say that it is in-
vested in stock, 'buildings, and machinery;
but we equally say that it is invested in' land.
It would be evidently improper to say, of the
latter, that eapital was land, or land capital—
and it is equally so with respect to the former.

Neither is it proper to term money capital
We speak of a miser’s money, but not of"his
capital. "It is only capital when it bears inte-
rest, or is otherwise profitably employed. Be-
fore it can be so designated it must be spent,
or lent to others who will ‘spend and consume
its value either commereially or actually.

It is the power of acquiring the means of an-
nual consumption which gives value to proper-
ty, and ‘money is the medium by which this
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power is conveyed. Hence the value of all
property is computed in money. If two persons
wish to exchange properties, they each esti-
mate how great a quantity of consumable com-
modities they will command, that is, how much
money they will sell for, and they regulate
their bargain accordingly.

The value of money varies both with respect
to the commodities it will command, and the
interest which is given for it; the former being
determined by the quantity of money in circu-
lation, the latter by the demand for it on the
part of those who wish to bortew, compared
with the supply by those who have it to lend.

If property were subject to no changes (3f' va-
lue, from alterations in its own powers of pro-
duction or means of administering to the ens
joyments of mankind, it would be constantly
.subjcct to' fluctuations in yalue, as computed
in money from the variations in the value of
money itself.  When money will only com-
mand 2% per cent. interest, an estate is. worth
twice the sum that it is when money will com,
mand five 3 -and when money is depreciated. in
value, the price of the annual produce of the
estate being increased, its total value in money
is increased with it,. and wice. versa. Hence
the value of money, and of property, the annual
value of which is not regulated by the value of
money, continually varies. Houses and pro-
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perty created by the expenditure’ of money,
progressively change their value with it.

Many of those who save money have no de-
sire to purchase property ; partly because they
do'not wish to incur the trouble of managing
property, the nature of which they probably do
not understand, and partly. because they think
they ‘can get better interest for it than any pro-
perty that they can purchase will afford. They
prefer, therefore, lending - their savings at a
given rate of interest to these who will engage
to repay them in money when it shall be: re-
quired ; and as they, at all times know the va-
lue of money in property, by knowing the
amount of the obligations which others are un-

der to them, that is, the money which they
have out at interest; they know the property
they are worth. !

On the other hand, men of landed property
are seldom willing to sell their estates until
they are so much in debt that they cannot
avoid it. - They will rather pay a rate of inte-
rest for money somewhat higher than the in-
come of their estates will leave, compared with
their value in money. For the repayment of
this money when it is required, and ‘the inte-
fest of’ it in the mean: time, ‘they pledge their
estates. By this means, though they have vir-
tually dispesed of as much of them, as at their
value, would be required to discharge the mort-
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gage, yet they still retain them in their own
hands, with the power of discharging it at their
pleasure; possess the entire management of
them, and lose or gain by any alteration which
may take place in their value. The lender has
no further concern with them than to know
that they are a sufficient security for the princi-
pal and interest of his loan.  Dwelling-houses,
buildings of different kinds, mines, and pro-
perty of a commercial nature, generally possess
a greater annual value than the common rate of
interest ; and the owners of such property,
rather than sell it, will often prefer borrowing
money when in ‘want of it, as they find it will
be more profitable to do so.

The money thus acquired amounts virtually,
on the part of the borrower, to a sale of proper-
ty to the value of the sum borrowed, and the
lender of ‘the money, if his security be good,
is actual possessor of as much property as it
would take, computing its value in money, to
satisfy the debt. But it has no reference what-
ever to the particular nature of the property
pledged for its security. Mortgages are.merely
a precaution to which creditors think it meces-
sary to resort, in order to prevent persomns get-
ting into more debt than their property will re-
deem, or from the state of the laws, which
make it difficult to compel a person to sur-
render his estate for the payment of his debts,

H
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if he be not in trade, without he does so volun-
tarily. . If the lender has no particular security,
the property of his debtor, to the value of his
debt, is still virtually his.

The debt which an individual contracts has
reference to, his property generally ; and it is
not unfrequent in trade to credit individuals to
considerable amounts, without a guarantee of
any kind ; but it is always upon the presump-
tion that they have property sufficient to meet
their engagements. = After the money is bor-
rowed, it i3 spent and disappears, -and the
produce of it is either totally consumed, and
the property of the party,to the value of the
debt, is virtually sold to the lender, or an
accumulation.of stock, buildings, machinery,
or some property of value takes place, which
is pledged, with the general property of the
borrower;- for the repayment of the money
when it is called for. = But whether the money
be spent in actual or commercial consumption,
i quite immaterial to the lender, if there be only
property of one kind or other to repay him. If
his security be good, it is the same to him whe-
ther the property of his creditor consists of
stock, of buildings, or of land.

Money thus lent, is, properly speaking, capi-
tal. Capital is to property what a pound ster-
ling is to money. Though there is no such
coin as a pound sterling, its value in money is
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clearly understood. An obligation to pay a
pound sterling, is an obligation to pay its
amount in British coin. In the same manner
there is no such identical property as capital.
It is the value of property expressed in money,
and a person with capital possesses either di-
rectly or indirectly property equal to its value.

Capital, no doubt, often exists without re-
presenting any property that is tangible, and
yet is still capital. Thus tradesmen often have
considerable sums in book debts, due by per-
sons who depend upon their labour, or life in-
comes alone, for the means of repaying them
yet if these debts are safe and will be repaid,
they are as much capital to the tradesman to
whom they are owing, as if the amount of them
were vested in lands, buildings, or stock, or
rested on the most unquestionable securities.
In this case, however, the laws give the trades-
man a mortgage upon the future labour or in-
comes of the persons thus credited.  His capi-
tal becomes vested in the lives of the parties he
trusts 3 the same as capitalis vested in slaves,
who out ‘of their labour repay the principle and
interest of their cost.  He has a life interest
in the labour or income of his debtors, the
same as| they may have in -estates or other
property.

Money:lent by banks in their own notes be-
comes capital on the same principles. It is
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employed in actual or commercial consumption
by those who borrow it, and their personal la-
bour, stock in trade, debts, or property of what-
ever deseription, is mortgaged for its repay-
ment, independent of any particular mortgage
or sureties' which may be given.

Tradesmen, merchants, manufacturers, mi-
ners, &c. in estimating their capital, pay
no  respect to whether it|consists of book
debts, stock, buildings, machinery, money, or
land, if land be necessary to their business.
The value of each deseription of property in
money is estimated, the-whole is summed up
together, and the total is the capital employed.

Nothing, perhaps, has contributed to greater
confusion of ideas, than the want of a proper
definition of capital. To common observation, it
appears to be a mixture of property and eredit,
which eludes deseription. It is one thing to-
day, and another to-morrow. Its value is bet-
ter understood than its nature. Upon looking
into political economy, however, for an analysis,
it is found ito be stock, buildings, and machine-

ry. Whereas it is very well known, that many
great capitalists have neither stock nor machi-
nery, nor even buildings. “¢ It has been usual,”
says a political economist of great celebrity, to
whom the world is under great obligations,
%,in speaking of ‘that portion of the national
s revenue which goes to the capitalist in re-
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turn for the employment of his capital, to
call it by the mame of the profits of stock.
But stock is not so appropriate an expression
in this case as capital. Stock is a general
term, and may be defined to be all the mate-
rial possessions of a country, or all its actual
wealth, whatever may be its destination ;
while capital is that particular portion of
these possessions, or of this accumulated
wealth, which is destined to be employed
with a view to profit. = They are often, how-
ever, used indiscriminately ; and, perhaps,
no great error may avise from it, but it may
be wseful to recollect that all stock is not, pro-
perly speaking, capital, though all capital is
stock.”’

This is the generally received definition of
capital by political economists, and I only give
it in the language of the author I have quoted,
because it is briefly and clearly stated. No-
thing, however, can be more erroneous. Stock
is the particular, and capital the general term.
The stock of a tradesman is the commodities
he has for-sale. The stock of a farmeris the
produce which either is ready, or is preparing
for sale. ~ The stock of a manufacturer the
same. A stock of cattle must be kept up, in
order to consume the herbage of the land on
which they are fed; so must a stock of raw
materials by the manufacturer, in order to keep
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his men and machinery employed. In both
cases, however, they are a stock preparing
for.consumption. When we speak of a per-
son’s stock simply, we always mean the stock
which he has on hand, of the commodities he
deals in, or produces for sale. It is also ap-
plied to machinery, to implements of husband-
1y, &c. but, in that case, the particular articles
to which it refers, are mentioned. We thus say,
his stock of implements of husbandry, his stock
of machinery, his stock of carts and horses, &c.
We also, no doubt, speak of a person’s stock in
trade, by which we mean his capital, or the va-
lue of his property in-trade, but this is an
abuse of the term, which political economists
have aided to perpetuate.

Stock has reference to the quantity, capital
to the value of the commodities. A trades-
man’s stock of commodities may be large, while
the capital, which his stock is worth, is small;
whereas if a scarcity of the particular commo-
dity he deals in, were to occur, his capital
might be rendered comparatively large, while
his stock was small. Thus stock is the term
of particular application, while capital is the
general term ; and so far from their being in
the least degree synomymous, they are in di-
rect opposition to each other.  There is mo
manner in which the term capital is more cor-
rectly applied than to the capital of a public
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ek, ‘here is nothing unreasonable in
the ‘supposition, that such capital might be

lent out altogether upon the security of land,
in which case it could have no referenee to
stock of any description ; yet by an abuse of
Janguage we call the capital of such banks their
Capital stock, and instead of joint capital, we
call them joint stock companies. It might not
be improper to speak of the stock of capital
possessed by a bank, but in that case stock
would be synonymous with quantity.

Capital is not usually applied to land, except
it be to express the interest which the mort-
gagee may possess in it. That, however, per-
haps, principally arises from its not being so fre-
quently bought and sold for money, as the pro-
perty of tradesmen, and from the value of its
annual produce not depending upon the rate of
interest. But a person’s capital in land, is the
value of his land in money, the same as a
tradesman’s capital in stock is the value of his
stock in money. A person may employ a ca-
pital by speculating in land, the same as by spe-
culating in stock, and some do so.” In which
case it is evident that the amount of their capi-
tals must be determined by the value of their
stock in land.

Hence capital is an abstract term. 'When we
speak of a person’s capital, we speak of his pro-
perty, but it is his property valued or expressed
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in money. Money itself is not capital until it
is converted into property, or exchanged for it,
by loans upon the security of annual income,

or by-the purchase of it.

Neither is landy nor stock, buildings and
machinery, capital. ~Capital is their value in
money. - It is merely the term by which their
value is expressed ; and when we speak of any
description of property; with respect to the
capital it contains, we say that we have invest-
ed so much capital in it,

CHAPTER X.
Principles whick regulate the Saving of Money.

As all the income of society is, and must be,
annually consumed, all the money which is
borrowed, in order to be spent by one person,
class, or body of individuals, ‘must be necessari-
ly saved by another.

If every person himself spent the share which
he received of the 430 millions of national
income, there would be no money to be lent.
Those who are enabled to lend money, or pur-
chase the property of others, are those who have
first saved it out of their incomes; and if nobody
did save, to borrow would be impossible.

On the other hand, if no one consumed more
than his annual income, to lend money, and
écquire property by saving it, would be equally
impossible. No person would dispose of his
property, either by borrowing money upon it,
or by selling it, if he did not want the money,
which he thus gave up his annual means of sub-
sistence to acquire ; and if he neither expend-
ed, nor wished to expend more than his annual
income, he could not want it. In this case, no
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person could acquire property by saving mio-
ney. He could only hoard the produce of his

economy.

In all countries, however, possessing good
laws ; where every person may do with his pro-
perty as he thinks proper; and where the fruits
of every man’s industry and economy are secur-
ed to him, there always is-a demand for money,
more or less, and hoarding is very little prac-
tised. As the whole income of society must be
spent, it is, therefore, equally clear, that the
demand for money on the one hand, and supply
of it on the other, must be equal. The amount
of the savings by those who do not spend their
annual incomes, must be precisely equal to the
wants of those whose expenditure exceeds them.

A demand for money is produced by four
different causes, By the necessity which exists
in an improving country for an increased stock
of buildings, machinery, commodities, &c. in
order to supply the increased population and
consumption -which its increased fertility cre-
ates. By losses in trade and commerce. By
the excess of expenditure of those whose ex-
pences exceed their incomes; and by the wants
of government.

In the cases just supposed, in which we have
stated that no demand for money could exist,
we, of course, presume the fertility and popula-
tion of the country not to be advancing, but
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stationary. In an improving country, there al
ways is, however, a demand for money, for the
purpose of increasing its stock of commodities,
&c. by which to supply the consumption of
its increasing population. But, comparatively
speaking, this demand can never be very con-
siderable.  The productive capital, as it is
termed, of this country, does not exceed, by
Dr Colquhoun’s calculation, six hundred and
sixty millions : little more, as we have before
stated, than a year and a half’s income. When
we consider the immense time that this stock
has been in accumulating, we cannot suppose
the annual demand for it to haye been wery
considerable. Had this kingdom been a bar-
ren waste six hundred and sixty years ago, and
the whole had accumulated since ther, it would
still only prove a demand for money of one
million_per annum upon the average—equal to
the saving of one pound a year in an income of
four hundred and thirty. I apprehend, no in-
dividual, whose demand for capital did not in-
crease at a greater rate; would ever imagine
that any great effort of saving would be neces-
sary, in order to supply himself. Nor does it
seem possible, that with a nation, any very mate-
rial demand for capital can arise from this cause.

A demand for money is produced by losses
in trade. A stock of goods in the hands of the
merchant, manufacturer, &c. is necessary, in
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order to supply consumption, and this stock
has its natural limits. If, however; a manufac-
turer produce and sell his goods to a loss, or a
merchant import and sell his commodities for
less than they cost him, he reduces his capi-
tal by increasing the consumption of the coun-
try, rand a demand for the savings of others, to
make up his loss, is produced. If a person sell
his' commodities for half what they cost, the
amount of his loss is saved by the purchaser,
whose general consumption is increased in that
proportion, or the saving.is lent and consumed
by others.  The commedity, however, still
costing the same to produce, requires twice the
money to réplace it for-which it sold... Hence
a demand arises for the savings of others equal
to this deficiency ; which the losing party must
either borrow, sell property to acquire, or other-
wise; by reducing his trade, allow other persons
who have saved money equal to his loss to step
in with it, supply his customers, and increase
their trade in proportion as he is compelled to
reduce his. I.osses in trade, therefore, which
diminish the price of the commodity to the
eonsumer, are indirectly an expenditure beyond
income equal to the loss sustained, and a de-
mand ' for' money continually arises. from  this
source.

In the third place, a demand for money is
produced by the expenditure of those, whose
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expences exceed their income, and who are
consequently compelled to borrow money, or
dispose of their property for money, in order to
supply this excess of expenditure ; and lastly,
by government, who often raise money by
loans, and pledge the property and annual in-
come of the nation for the payment of the in-
terest of them.

On the other hand, the supply of money
must arise from the inclination to save ; and the
power to save by those who have the inclina-
tion.

By far the greater part of the community
have no inclination to save. Those whose in-
comes are derived from labour, find them in ge-
neral too small to supply their customary wants;
and those whose incomes are derived from pro-
perty, being secure of the annual receipt of their
incomes; and in consequence removed from any
anxious cares respecting the future, live in ge-
neral to the full extent of them.  The econo-
mists of society principally consist of the mer-
cantile classes, who, being. dependant upon
trades of precarious profit for their -support,
learn the inclination of acquiring money from
the habit of doing so. - It is necessary for every
tradesman who means to do well,, to_save meo-
ney, in order to provide against a future evil
day, which the uncertainty of trade often pro-
duces. - This necessity, the desire of indepen-
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dénce, and the ambition to be rich, which the
pursuits of trade usually generate, render this
class, in general, economists, and the savings
of society are principally made by them.

The amount of savings by this class must,
however, altogether depend upon their power
{6 save. When the interest of money, and pro-
fits of trade are large, their power of saving is
necessarily greater than when the profits of
trade, and interest of money are small. “When
their income is great, they can of course save
more than when it is little.

Now, the profits of tradeare regulated by the
interest of money, and the interest of money
by the demand for it.

When the supply of money is greater than
the demand, it falls in-price ; and rises when it
is less. | If a person have money, and he cannot
get five per cent. interest for it, he must take
four 3 if not four, three, &c. Any rate of inte-
rest, with good security, will be better than
hoarding it.. On the other hand, if an unusual
demand for money arises, the only way to pro-
cure it, by those who have the means of doing
so, is to give a higher rate for it; and those
whio are willing to give most will have the pre-
ference. Thus the rate of interest fluctuates
with the supply and demand, upon the same
principle as with other commodities.

The effects are also precisely similar. An
increased demand for other commodities pro-
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duces an increased supply, and a reduced de-
mand diminishes the supply. And with money,
when the demand is reduced, the power of pro-
duction, or of saving it, is also diminished ; and
when the demand is increased, the power of
production or of saving is increased with it.
The interest of money and profits of trade, by
which the power of saving is determined, rise
and fall accordingly.
¢« As the market rate of interest varies in
any country,” says Dr Smith, ¢ we may be as-
¢« gured that the ordinary profits of stock must
« vary with it, must sink as it sinks, and rise
% @as/it rises.”’
He also says, “ As capitals increase in any
country, the profits which can be made by
employing them necessarily diminish. It be-
comes gradually more and more difficult to
find within the country a profitable method
of employing any new capital. There arises,
in consequence, a competition between diffe-
rent capitals, the owner of one endeavouring
to get possession of that employment which
is occupied by another. But upon most oc-
casions he can hope to justle that other out
of his employment by no other means but
by dealing upon more reasonable terms.”
On the other hand, profits are raised with
the demand for money, by part of that money
being lent for consumption, which would other-
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wise have gone to replace the stock of the deal-
er. By this means the consumptive demand
is “increased, “and the prices of commodities
raised ; while, by the diminished capital in trade,
stocks are kept low, and the prices kept up.
Much of the capital employed in trade is bor-
rowed of bankers, and others, by persons in
trade, at the market rate of interest; and the
first effect of any increased demand for money,
is to induce these bankers to abstract it from
its ‘ordinary channels, in order to lend to those
who offer better terms for it.

Thus, with the increase or decrease of the
demand for money, do interest and profits of
trade rise and fall, by which the power of eco-
nomizing, in order to supply the demand, is
exactly proportioned to it.

The savings of a nation, therefore, diminish
the power to save. The incomes of those being
reduced, who are the principal economists of
the country, their power of economizing is re-
duced with the excessive supply of money, by
which the value of it is diminished.

The Dutch are the most saving people in
Europe ; and with them the profits of trade, and
interest of money, are always at-a very low ebb.
When the bulk of a nation are economists,’ the
difficulty of making money becomes excessive ;
and the commercial part of it are ground down
to penuriousness by the national parsimony.
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Precisely oppesite are the effects produced
by ‘an increase ‘of national expenditure. = The
profits of trade are‘good, and a free stile of liv-
ing pervades the mercantile classes ; they not on-
ly'save ‘more money, but they ‘also spend more.

Stch an unusual 'increase of expenditure as
to raise’the interest of ‘money, rarely, however,
perhiaps never, happens''from '‘the expenditure
ofiindividuals. It mostly, if not'always, arises
fromythée demands of governments.

The'government of this country has, during
war, “not un‘frequcnﬂy botrowed thirty - or
forty millions ‘of 'money, in' one year; whereas
during peace; instead ‘of borrowing, it has been
usuél to discharge ‘some part at'least 'of the
debt,“which during the war had been contract-
ed.”"“The 'interest of money, and the profits of
trade, have, ‘of course, corresponded with this
wide 'difference in the acts of government.
Interest of money has been double at one time
what"it"'was "at"the other; and the profits of
trade even more than double. It is not unusu-
al ‘for 8 per centi consols to' be at from 95 to
100-turing peaece.  They have been even' at
106, as will be seen by a table in the Appendix 3
while during the war, when these great loans
weére ¢onttacting, they have been at or under
50.7 That is, intérest of money on the security
of government, is ‘often 3 per cent. in peace,
and’ 6 per cent, in' war.
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The average profits of trade are affected in
even a greater degree. The legal rate of inte-
rest in this country, is 5 per cent. ; above which
individuals are not allowed to receive. When 8
per cent. stock is, therefore, under 60, and go-
vernment, pays more than the legal rate of inte-
rest, individuals cannot give equal terms. The
expectation of profit by the future rise in the
funds also holds out temptations so great, that
the country is almost drained of its capital, in
stock, to supply the demands and consumption
of government. When this is the case, trade is
greatly carried on upon credit, and its profits
far exceed thatproportion to the interest of mo-
ney which they regularly preserve when inte-
rest is below the legal rate. Most persons who
have been in trade within the last dozen years,
will be able to vouch for these facts.

Government securities are not now so high
as at any previous interval of peace of the same
duration ; but this has arisen from a cause which
we. shall hereafter explain,

At the same time that the power of saving
is greater or less, the power of spending in
those who have the means and inclination,
will be affected in an inverse ratio. ~ When
the interest of money rises, the value of land
falls. An estate which would be worth forty
years purchase with the interest of money at
2. per cent., would be worth only half that
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with the interest of money at five, and would
enly have half the spending in it.  For this
reason, as the demand for government increas-
ed, the power of spending by individuals would
be diminished. On the contrary, when there is
a superior tendency in a nation to save, either by
the economy of its government, or of individu-
als; temptations to expenditnre are held out by
the increased value of landed property. If a
person will run through his estate, with money
at 5 per cent, when it is comparatively so easily
dong, he will be much more disposed to do so
when there is so much more spending in it, and
his ruin is at so'increased a distance: or if
living to 'a small .extent above his income will
not materially affeet it, many may be tempted
to exceed a little, who would be restrained
when the interest of money was high, and land
of comparatively small value. With small pro-
fits, the employment of a greater capital in trade
also becomes necessary, and leaves room for a
greater accumulation. ~ When profits are high,
credit is very generally given and received, and
merchants are often enabled to make money on
transactions in which no capital is employed.
They will often be able to purchase on credit,
and effect sales of the commodity so purchased
in sufficient time to enable them to meet the
payment with the proceeds of their sales. This
credit, which is attended with risk, must be
K2
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paid for, and must be recovered in: the price
for which .the commodity finally sells.' Bya
general ;system of  credit, which a universal
scarcity of money is the means of establishing;
a tradesman is thus enabled to conduct his bu-
siness with less capital than would be otherwise
necessary. If he get four or six months credit
upon all his goods ; in some trades wherein the
sales are quick, and principally for money, they
may be almost carried on without any capitalj
but in all trades, less capital is necessary than
where payment must be made in money.

When, -however, capital becomes plentiful;
credit is neither required; nor can be afforded.
The profits are. so, small,;that they will not co-
ver the risk attending it;; while, fromithe su-
perabundance of capital in trade, which;eannot
be better employed, credit.is not required. The
tradesman with capital finds it more to his inte-
rest, by way of employing it, to pay money for
his goods, which he gets cheaper in . conse-
quence. . He is disposed . also to. hold larger
stocks. By these means he is able to undersell
his poorer competitor, and in every respect has
the advantage of him., Tradesmen without ca-
pital are, therefore, finally superseded by those
who have it.

Very little business is done in Holland upon
credit. Capitals are required in every trade;
and the experience of most persons now . in
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business will enable them to say, that, taking
trade in all its branches, there is a greater
quantity of capital employed for the value
turned over, than there was a few years ago—
larger stocks on hand, and less credit given, at
least among merchants and traders, with each
other.

It is very usual to consider, that when the pro-
fits of trade are good, the nation is flourishing ;
and it cannot be denied, that to the superior
education and intelligence which wealth has
disseminated, and the spirit of speculation and
improvement to which success in trade has giv-
en rise, the advancement of this country to its
recent state of commercial and agricultural
prosperity must be attributed. But, it 15 evi-
dent, that the profits of trade, which fall upon
the price of commodities, must be nothing
more than a tax paid by the ultimate consumers
of them, and that just in proportion as the
tradesman flourishes the consumer suffers. If
the whole income of society must be consum-
ed, it is‘only ‘a different mode of arranging
that consumption, and nationally there is no
greater prosperity with great profits than with
small ones. Capitalists, however, principally
reside in towns, and the profits of trade influ-
ence every department of business. The news-
papers, the organs of public opinion, feel the
goodness of the times as well as any other
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description of traders, and express them-
selves accordingly. Both feeling and seeing
the great difference which a change in the pro-

fits of trade produces, they are apt to imagine
that the nation is going to ruin when they
are small, and that it-is prosperous when they
are high; because, in the one case they, their
friends, and neighbours are-making money ; and

in the other, a general depression exists, and
they and their neighbours. are losing it, or
making less than before.

L

CHAPTER XI.

Corn creates its own Demand.

In well-populated countries, the earth is made

# to produce to its utmost ability, by the best ma-

nagement, which, according to their skill in
agriculture, its inhabitants can apply to the
cultivation of the soil : yet, if we, at each re-
turning harvest, examine the barns, granaries,
and stack-yards throughout the country, we
shall generally find that the produce of the past
year has been consumed. After a year of more
than usual abundance, we may, no doubt, oc-
casionally see here and there wealthy farmers
holding their crops over to another season;
but, by taking an average of two or three
years, we shall find that the annual produce is,
upon the average, annually disposed of.

When the harvest is an average one, this is
more particularly the case. Provisions are then
at an average price. There is no temptation
to hold, unless there is a prespect of the ensu-
ing harvest being particularly bad ; and as this
is happily not very frequent, the farmer gene-

rally disposes of one crop before the other is
fit for the market.
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In those seasons the prices of provisions are
at that level to which the means of expenditure
are accommodated. There is sufficient for all
who enjoy their accustomed means of paying
for it, according to'the existing supply and
wages of labour; and while there is nothing
deficient, there is nothing to spare.

Those countries which regularly export or
import corn may be said to afford an objection
to this rule. They, however, always import. or
export, a corresponding -quantity of commo:
dities representing labour; by which,.as we shall
hereafter more particularly show, the rule, as it
affects the internal produection. and consump-
tion of a country, is not infringed. ' But if we
take inland countries, 'where exportation or im-
pertation is physically.impossible, we shall find
this proportion of the consumption ito the sup:
plys with- respect. to ‘the principal articles:of
food, uniformly preserved.

The provision of nature, by which this paral-
lel is,maintained; might, at first sight, ‘appear
wonderful. | There, are. thousands and millions
of people in every country, many of whom &are
not restrained by any pecuniary consideration
from consuming what they think proper.. They
eat and drink three or four times a'day, with:
out: practically, at' least, taking any thought
whether the crop will last to:the end of the
year or not; and yet, when an average one, it

73

does last to the end of the year, without any
material surplus, at least, and without any de-
ficiency having been experienced.

There are very few families that could previ-
ously undertake to determine their consump-
tion for the ensuing year ‘with any such exact-
ness; yet if ‘nature, in any country, were' to
make a mistake in'its calculation of but one
day’s provision in twelve, that is, of one month
in the year, and the country were to run short,
the inc‘onvenic.nce that would result may be con-
ceived, when-it is considered that the greatest

supply of provisions which' was ever -infported

into this country in years of the severest'scar-
city, never exceeded ‘a month’s ordinary con-
sumption of its inhabitants. ‘

With all commodities, however, the supply
and demand must, upon the average, be equal.
As we have -already stated, production isra
proof of demand, and would not take place
without it. But between food and other com-
modities there is this difference, that with the
former ‘the supply is produced” without refer-
ence to the demand, and yet the demand is
exactly equal to it, while with the latter the
supply is regulated by the demand.

With all commodities, except” food, great
fluetnations in the quantities cultivated or ma-
nufactured constantly take place.  The sup-
ply produced is sometimes much larger, and

L
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sometimes much less than is required, and it is
from the alteration in prices produced by this
fluctuation that they are ultimately accommo-
dated to each-other.

Of every article’ of general consumption
there are naturally a great many growers or
manufacturers, who have mo connexion with
each other, and no knowledge of the quantities
which each intends to produce. Neither in
general have they much knowledge of the con-
sumption s their only mode of knowing the
state of either, with any degree of practical
certainty, being from the state of the market.
When the market is too full, sales cannot be
made, and when!it is short in quantity, they
can.” By this criterion'the producers regulate
themselves.  When there is a brisk- demand,
prices get up; and more land or more labour is
turned ta the production of the commodity,
until the demand is satisfied and the market
over-stocked. While this glut continues, that
which s’ grown or made cannot be sold, the
prices fall, and the quantity produced is again
diminished until it is reduced below the regu-
lar demand. The over stock is consequently
again taken out of the market, and a brisk de-
mand succeeds as before.

From these fluctuations, it will be obvious
that it is the supply which accommodates itself
to the demand. But this cannot be the case
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with corn, or similar effects ‘would be observ-
able. Sometimes without a particularly favour-
able season, the supply would be too great, and
sometimes without a bad season, the supply
would be too small. Whereas we find the agri-
culturist applies his utmost art and labour to
the cultivation of the soil, which he renders as
productive as he possibly can, and he always
finds a demand equal to the supply which he
is enabled to produce. It is, therefore, the
supply which creates the demand, and not the
demand as with other commodities, which cre-
ates the supply.

The skill with which the soil may be cultiva-
ted in different countries, may not be the same,
and one. country, without greater natural ad-
vantages, may be made to produce infinitely
more than another : but this equality of demand
with the supply, is the same, whatever the fruit-
fulness of the soil may arise from.

Any considerable variation from an average
crop, is also accompanied by a corresponding
alteration in the demand. When the crop.is
great, the demand is greater ; when it is small,
the demand is less. This is produced by an
alteration in prices, which the alteration in
the supply creates. - When it is abundant, the
prices fall; when deficient, they rise; and in
every fully populated country, a corresponding
variation in consumption takes place, with the

2
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variations of price. High prices compel its po-
pulation to reduce their consumption, and low
prices enable them to increase it. Unless,
therefore, it is the pleasure of the growers or
speculators to hold their stocks over to another
season, it can always be consumed within the
year. « This the experience of every farmer and
corn. dealer will enable him to substantiate.
Whatever theories he may entertain upon the
subject, or however he may account for it, he
will be enabled to  state, that there never was
a-year in which he could not have sold at the
market price ; or that he could, from his own
observation, perceive any want of consumption,
however he may have lamented the lowness of
prices

That the consumption is always equal to the
supply, even when the demand for labour ap-
pears to be considerably reduced, is evident
from last year’s experience. The necessities of
the farmers, and the lttle prospect of advan-
tage by holding, together with the prospect of
an eacly and abundant harvest, could not bat
have the effect of inducing them to bring their
corn to market ; and this it appears they have
done. Messrs Cropper, Benson, and Co. of
Liverpool, who possess the. only information

that can be relied upon; respecting the crops,

and who may be considered perfect authority
upon the subject, in a most important circular

firk

which they have lately issued -on the state of
the cotton trade, have stated with respect to
corn, as follows :—

« Last year’s crop of corn is generally esti-
¢« mated not to have supplied the country more
s than eleven months ; and though the present

% crop is less than the preceding, and the con-

‘¢ sumption going on at a greater rate than

« ever known, still the price is lower than ever

« remembered. If the present unmercantile

« feeling of holding no stocks is to continue to

¢« prevail, we may be quite run out of all these

¢« important articles before people are general-
ly aware.”

The reason, no doubt, for the consumption
going on so rapidly, is, that the farmers cannot
holdy: and are forcing their.com into the mar-
ket, and the consumption, on the prineiples
stated, keeps pace with the supply. I do not
mean from this to infer, that the present gene-
ral low state of prices.arises from abundance of
supply : the above extract shews that not to be
the case, but merely that there is always a de-
mand equal to the supply at the existing prices,
even though some may for want of employment
be starving ; and if the prices are sufficiently
reduced, the supply will be taken of.

Thus while in'average seasons the demand
and supply are equal, the fluctuations in de-
mand which abundance or scarcity produces,
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by which to accommodate it to the supply, sup-
port the general principle that it is the supply
which creates the demand.

This reasoning only applies of course to well
populated countries: 'In new countries, such
as the back settlements of America, where the
population is thin, the production of corn is
checked by the want of demand. But even
then the demand steadily increases. There is
no fluctuation similar to what is observed in
other commodities, and when the supply be-
comes stationary, the average demand will be-
come so too.

The agricultural committee of 1821, have
laid down a prineiple in their report to which
the above is-in direct opposition, and proceed-
ing from such authority, some notice of it be-
comes necessary.~ The report says,—

s« In the article of corn, however, there is
one consideration to be constantly borne in
mind, most material to enable the house and
the country to arrive at a sound and safe
conclusion on this important subject, name-
ly, that the price of corn fluctuates more
than that of any other commodity of exten-
sive consumption, in proportion to any ex-
cess or deficiency in the supply.

“ The cause which produces this greater

susceptibility in the corn market, cannot be

better explained by your committee, than in
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the following extract from the answers of
Mr Tooke, one of the witnesses who was
particularly examined on this point. Why
should a different principle apply to corn
than to any other general production? Be-
cause a fall in the price of any other commo-
dity not of general necessity, brings the ar-
ticle within the reach of a greater number of
individuals ; whereas in the case of corn the
average quantity is sufficient for the supply
of every individual ; all beyond that is an
absolute depression of the market, for a great
length of time, and a succession of either
two or three abundant seasons, must evident-
ly' produce an enormously inconvenient ac-
cumulation. 'Is there not a greater consump-
tion of corn when it is dear than when it is
cheap, as to quantity? There may be, and
possibly must'be a greater consumption ; but
it is very evident, that if’ the population was
adequately fed, the increased consumption
from abundance, can amount to little more
than waste; and this would be in a very
small proportion to the whole excess of a
good harvest or two. The whole population
of this country and others do not subsist up-
on wheat, therefore when wheat becomes
cheap, those who were formerly fed upon
other corn, may take to feeding upon wheat :
my remark was general as applying to corn.
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There is no doubt that if there is one de-
seription of corn applicable to human food,
which is abundant, and another that is defi-
cient, then the principle does not apply;
my principle applies.to corn generally as ap-
plicable’ to human food. Tt may be observ-
ed, that abundant seasons generally extend
to the leading 'articlés' of consumption, and
that it seldom happensin what are common-
ly called good ‘years, there is a complete fail-
ure in any one great article.”

¢« In the substance of this reasoning” your
committee ‘entirely concur ; and it appears
to them, that it cannot be called in question
without denying -eithér that corn is an arti-
cle of general necessity and universal con-
sumption amongst the population of this
country, or that the demand is materially
varied by the amount of the supply. This
latter proposition, except within very narrow
limits, altogether disproportioned to the fluc-
tuations in production, is not warranted by
experience. - The general truth of the ob-
servation remains, therefore, unaltered by
any small degree of waste on the one side,
or of economy on the other; neither of
which are sufficient to counteract the effect
which opinion and speculation must have
upon price, when it is felt how little demand
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« js increased by redundancy, or checked by
« gcantiness of supply.”

The first principle thus laid down is quite
erroneous. Precisely the reverse is the trath.
% Why should a different principle apply to
¢ corn,” says the report, than to any other
¢ general production? Because a fall in
« the price of any other commodity, not of
¢ general necessity, brings the article within
¢ the reach of a greater number of indivi-
¢ duals.”

Now the fact is, that there is no such differ-
ence in the supply of other commodities, or the
fluctuations would be greater. Qur merely ac-
quired habits of consumption do not so quickly
change.. The demand for commodities gene-
rated by habit is pretty umiform, and the cost
of their production is known. When, there-
fore, the prices fall below it, it is common
sense that those will hold who can, it being
certain that a diminished supply must follow,
since the prices will not pay for the produc-
tion. If an increased quantity of some articles,
which must be sold, as is the case with corn,
were thrown into the market, they would sell
for hardly any thing.

¢« Whereas in the case of corn,” it is further
stated  the average quantity is sufficient for
« the supply of every individual.”

Now this means nothing, if it does not mean

M
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that in average seasons every labourer has em-
ployment, and wages sufficient to purchase food
that will fully supply the wants of himself and
every individual of his family. As this, how-
ever; as much depends upon the supply of la-
bour  as. of corn, it cannot go thus far, and
therefore must go for nothing.

¢ All beyond that,” the report goes on to
state, ““is/an absolute depression of the mar-
¢ ket for a great length of time, and a succes-
¢ sion of even two or three abundant seasons
¢ must evidently produce.an enormously in-
‘“ convenient accumulation.”

On this principle, therefore, whether the ex-
isting low prices arose from excessive supply
might have been at once determined, by as-
certaining the fact of whether or not there
was an enormously inconvenient accumulation,
This, however, the committee neglected to
do, or, it is probable, they would have disco-
vered the error into which they and Mr Tooke
had fallen,

It next says, “ Is there not a greater con-
sumption of corn when it is cheap, than when
it is dear, as to quantity? There may be,
and possibly must be a greater consumption
of corn when it is cheap, than when it is
dear, but it is very evident that if the popu-
¢ lation was before adequately fed, the increas-
“ ed consumption from abundance, can a-

‘

(19

¢

<

83

« 'mount to little more than waste ; and this
s would be in 'a very small proportion to the
& whole excess of a good harvest or two.”

This last clause widens the principle of in-
convenient accumulation, by laying it down
as impossible, that theexcess of a good harvest
or two, could be consumed. If Mr Tooke,
and the committee, would pardon an attempt
to smile at their expence, we have fairly a right
to assume, that they never rise from table, un-
til they are so satisfied that they can seldom
take another mouthful themselves, and being,
as they conceive, adequately fed, innocently
imagine that the rest of the population have as
little room left in their stomachs for more, as
they have.

Whether it might be waste or not, we shall
not pretend to say. But this I think we may
venture to ' state, that whatever may be the
case with the committee, the labouring classes,
inelhding their families, can consume half as
much more, if not twice as much, as they have
the means of doing in average seasons, with the
present redundancy of our population. And
that in populous countries, there never was a
harvestso abundant, that it was not very easily
consumed, without producing either surfeit or
apoplexy.

In the substance of Mr Tooke’s reasoning,
the committee, it will be seen, entirely concur-
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red, denying that the proposition, that the de-
mand is materially varied by the amount of the
supply, except within narrow limits, altogether
disproportioned to the fluctuations in supply, is
warranted by experience.

What experience 1s shere referred to, I am
unable to discover. It is from our every-day
experience, that we are compelled to draw the
opposite conclusion.

My object in making these observations is to
eradicate an erroneous-opinion which has the
weight of authority with+it ; not-any wish ge-
nerally to find fault with the report, which al-
together is evidently far the most sensible and

able document which has appeared upon the
subject.

From the foregoing, it will at least appear,
that it is not the demand for food which creates
and regulates the supply as with other commo-
dities, but that it is the supply which creates
and regulates the demand. In every country
the supply has created an average demand
equal to itself, and when any temporary varia-
tion takes place in consequence of superabun-
dant or deficient crops, consumption is increas-
ed or diminished in equal proportion, by a rise
or fall in prices.

CHAPTER XIL
.

Labour.

Corn can only create its own Demand by Sur«
nishing Mouths to consume it.

Mg Malthus, in his admirable essay on the
principles of population, has shewn, tha.t it al-
ways keeps pace with the means of subsmte‘nce:'.
When labour is scarce, wages high, and fami-
lies easily maintained, population inereases ;
and when population is too, great, and labour
too plentiful, wages fall below what is. neces-
sary to support a family, and population de-
creases.

These principles are perfectly natural ; but
the genius of Mr Malthus has rendered them
obvious. . Without this, indeed, the right ap-
plication of principles ean seldom be. either
seen or safely adopted. = Men are animals, and
propagate, their species in the same manner as
other animals. | Were jall to. marxy at the age
of puberty, each couple would, on the average,
it has been calculated, produce not less than
eight or ten children. If food and cloathing
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were as plentiful, and acquired with the same
ease at that age by men, as by other animals, it
is probable that we should act like other animals
in that respect. The feeling or sentiment of
love is, perhaps‘as strong, if not stronger, at
sixteen or seventeen, #han at any other pe-
riod 3 and if, at that age, persons could pro-
vide for themselves and ‘families, plenty of
food, ‘shelter, and cloathing, without care or
foresight, there can be little doubt but they
woulld marry, and multiply as other animals do,
under the same circumstances. At this rate,
population would necessarily increase four or
five fold, every twenty or thirty years.

Men, however, 'do" not marry at this age;
ard for this' very obvious reason,—they could
not provide for themselves and families if they
did. Though they are animals, they' are en-
dowed with reason, which has rendered this
evident. ' In an advanced state of society, to
provide for a family requires in general all the
forecast and exertion of a mind and body at
full matarity.

In no state of' ‘society, however, could men
marry so early as at the age mentioned. 'If the
means of human subsistence were ever so plen-
tiful, it is'never acquired, as'by other animals,
without'labour. Both labour, and the exercise of
knowledge and experience in‘its application, are
necessary to the production of'the nécessaries'of

87
life ; for which, the . strength, meither bodily

nor mental, at the ages of sixteen or seventeen,
is sufficiently matured.  As it is, population,
under favourable circumstances, will double it~
self in twenty-five years, as has been proved in
America, if not even ig much less time.

When population has arrived at that point
beyond which it can advance no further,—when
the world, or any particular nation, has as many
people as it can produce food to support, more
children cannot be reared, than are necessary 10
supply the waste of life among its existing in-
habitants. Instead of eight or ten to each cou-
ple, which mankind are capable of producing,
there cannot be more than two brought torma-
turity, upon the average of the whole commu-
nity. - This renders a prudent restraint with
respect to marriage absolutely necessary.

Mr Malthus has shewn, that when this pru-
dence is departed from, the children which are
brought into the world, perish for want of pro-
per ' nourishment. In many countries, wher.e
such restraint is not practised, disease, pesti-
lence, and famine are the periodical consequen-
ces 3 and in all countries, its neglect is attended
with the most baneful effects.

Having, on the other hand, shewn the bene-
ficial results of a prudent restraint with respect
to marriage, he recommends the practice of it}
and condemns our present poor laws, the effects
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of which are to create the evils which they are
intended to cure.

As the law_now stands, if a man cannot pro-
vide for his_family, the parish must. This res
moves the: fear ‘of starving, the only check to
early ,marriages’ which gexists. = The conse.
quences of this are, that more children are
brought into the world than can be supported—
a great part of the lower classes is reduced to a
state of pauperism-—and  the parishes are at a
great annual expence in.dealing out a scanty
and insufficient support,to those wretched be-
ings, who are rendered so, by the miserable and
mistaken system of laws, under which the cha-
rity they receive is granted.

« Poverty,” Dr Smith states, though it
no doubt discourages, does not always pre-
vent marriage. It seems. even to be favour-
able to generation. A half-starved High-
Jand woman frequently bears more than 20
children, while a pampered fine lady is often
incapable of bearing any, and is generally
exhausted by two or three. Barrenness, so
frequent among women of fashion, is very
rare among those of inferior station. Lux-
ury in the fair sex, while it inflames perhaps
the passion for enjoyment, seems always to
weaken, aud frequently to destroy altogether
the powers of generation.

« But poverty, though it does not prevent
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the generation, is extremely unfavourable to
the rearing of children. The tender plant
18 produced, but in so cold a seil, and so se-
vere a climate, that it soon withers and dies.
It is not uncommeon, I have been frequently
told, in the highlands of Scotland, for a mo-
ther who has borne 20 children, not to have
two alive. Several officers of great experi-
ence have assured me, that so far from re-
cruiting their regiment, they have never
been able to supply it with drummers and
fifers from the soldiers’ children that were
born in it. A great number of finer chil-
dren, however, is seldom seen any where
than about a barrack of soldiers.  Very few
of them, it seems, arrive at the age of 13 or
14. In some places, one half of the chil-
dren born die before they are four years of
age ; in many places before they are seven;
and in almost all places before they are 9 or
10, This great mortality, however, will
everywhere be found chiefly among the
children of the common people, who cannot
afford to tend them with the same care as
those of better station. Though their mar-
riages are generally more fruitful than those
of people of fashion, a smaller' proportion
of their children arrive ‘at maturity. In
foundling hospitals, and among the children
brought up by parish charities, the mortality
N
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is still greater than among those of the com-
mon people.
‘¢ Every species of animals naturally multi.
plies in proportion to the means of their sub-
sistence, and no species can ever multiply
beyond it. But in. civilized society, it is
only among the inferior ranks of people that
the scantiness of subsistence can set limits to
the further multiplication of the human spe:
cies; and it can do so.in no other way than
by destroying a great part of the children
which their fruitful marriages produce.”
When Dr Smith made this last remark, Mr
Malthus had wmot written. By thus proving
that improvident marriages are, in fact; nothing
less than premeditated infanticide, such conse:
quences ought to.induce mankind to think;
that prudence . with respect to marriage, is as
necessary as with any other act of their livess
and that it is even in the highest degree crimi-
nal to bring children into the world, for any
personal gratification whatever, with the chance
of starving them to death., The poor laws, as
they now stand, in as much as they promote
these dreadful effects, are little better than le-
gal enactments for the encouragement of misery
and child murder,
In recommending restraint with respect to
marriage, Mr Malthus only recommends that
to be done a little longer from prudence, which
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almost every one does more or less from neces-
sity. Itis not considered any hardship to exer-
cise restraint in this respect, when a departure
from it would mot only be considered want of
prudence but want of sanity. = This restraint 1s
exercised for 6 or 7 years, or longer, perhaps,
upon the average, by every man, without its
being thought any thing more than natural.  If
mankind would voluntarily add 6 or 77 years
more to it; they would probably remove a great
part of that misery produced by abject poverty
at present in the world." This effect the laws
ought surely rather to encourage than destroy.

It is at least obvious, that there is a' suffi-
cient tendency in mankind, to increase up' to
the means of subsistence. ' This means, with
the mass of mankind, consists of the wages of
labour. % The liberal reward of labour™ says
Smith,  * by enabling them to provide better
ss. for their children, and consequently to bring
“up a greater number, paturally tends to
¢ widen and extend those limits,” that is, the
limits to which population is confined.

Now, it is the searcity of labour which in-
creases the wages of it, the same ‘as' the price
of ‘other commodities are enhanced by a dimi-
nished supply, or improved demand for them.
It is, likewise, the over supply by which its
wages are reduced. ' 'When, therefore, labour
is in demand, an additional supply is ‘acquired,
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in the only way in which an additional supply
of men, or any other animals, can be obtained—
by more being produced and reared, from the
encouragement and support which the increas-
ed demand for labour gives. When, on the
other hand, there is more labour than demand
for it, the supply is diminished in the only way
in which the supply of men can be diminished,
by fewer being born, or.brought to maturity;
as well as from the ranks of mankind being
thinned by the diseases-incident to poverty.
The supply of labour is therefore-governed by
the demand, upon the same principles as every
other commodity except food; the supply of
which, as it is our object to shew, creates
the demand. In the present case, they cannot
both be the cause,or both the effect.

¢ It deserves to be remarked,”” says Dr
Smith,* that it necessarily does this,” ihat is,
the liberal reward of labour, enables the labour-
ers to provide better for their children, and bring
up a greater number, ‘ as nearly as possible in
¢ the proportion which the demand for labour
¢ requires. If this demand is continually in-
¢ creasing, the reward of labour must necessai-

(14

ly encourage in such a manner the marriages
and multiplication, of labourers, as may en-
able them to supply that continually increas-
ing demand by a continually increasing po-
pulation. If the reward should at any time

“"
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be less than what was requisite for this pur-
pose, the deficiency of hands would soon
raise it; and if it should at any time be
more, their excessive multiplication would
soon restore it to this necessary rate. The
market would be so much understocked with
labour in the one case, and so much over-
stocked in the other, as would soon force
back its price to that proper rate which the
circumstances of society required. It is in
this manner that the demand for men, like
that of any -other commodity, necessarily re-
gulates the production of men; quickens it
when it goes on'too slowly, and stops it when
it advances too fast.”’

This of course does not refer to' the money
price, but to the wages of labour in the neces-
saries of life. ¢ The power of the labourer,””
says. Mr Ricardo, “ to support himself, and
« the family which may be necessary to keep
« up the number of labourers, does not depend
« upon the quantity of money which he may
« receive for wages; but on the quantity of
¢ food, necessaries, and conveniences, become
¢ essential to him from habit, which that mo.
« ney will purchase.”

Consequently, a)reduction in'the price of
provisions, or of the necessaries and conveni-
ences essential to him from habit, is as much
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an increase of the wages of a labourer as the
increase of his wages in money.

Any increase in the money price of labour;
which is accompanied with a corresponding in-

crease in the monied price of provisions, makes
no alteration in the real recompence of labour ;
nor does any reduction in the price of provi-
sions, which 1s accompanied by an equal reduc-
tion in the wages of labour; in the least improve
the situation of the working classes. It is on-
Ly when the money price.of labour rises, and
the necessaries of life remain the same, or do
not, increase in the same proportion ; or when
the necessaries of life are reduced, and wages
either remain as before, or do not fall in a cor-
responding degree, that the wages of the la-
bourer are improved. But they are just.as much
improved by the necessaries of life falling, and
wages remaining the same, as by wages rising,
while the necessaries of life continue unaltered.
These effects, however, are produced by very
different causes ; the one is the result of a di-
minished supply of labour;.the other of an ius
creased demand for it.

Mr Malthus has shewn, that when the ranks
of mankind are thinned by war, pestilence, or
famine, it is followed by a rise in the . price  of
labour. This must necessarily be the case.
These causes, though they may reduce the po-
pulation, do not decrease the quantity of money

g5

in a country ; and the money price of commo-
dities depends upon the quantity of it in circu-
lation. Neither do they, except in extreme
cases, reduce the demand for provisions. They
only increase the consumption of the existing
inhabitants. The money in circulation, there-
fore, being the same, a greater quantity of it
is applied to the purchase of a smaller quantity
of labour ; ‘and this enables the labourer to pur-
chase a larger supply of the necessaries of
life. Thus the incomes of the proprietors of
the soil continue to be the same in money, but
become less in the produce of labour. The
first and immediate effect of a diminished sup-
ply of labour, therefore, is to increase the
price of it.

On the other hand, an increased demand for
labour is produced by an increased supply of
the means of subsistence. If the necessaries
of life, produced in any country, were to be
doubled,—if the soil was rendered twice as
productive as before, all experience points out
to us, that in time the population would double
itself' also. Now this is always done through
the medium of a demand for labour, and it fol-
lows that such an increase of thc produce of the
soil would produce this demand.

It would produce it, however, not by an in-
creased demand for the quantity of labour.
The income from the soil would command no
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more labour than before, But it would in-
crease the recompence of labour in the neces.
saries of life, and thereby increase the supply ;

and as the supply increased, the power of com-
manding it by means of the income from the
soil, would increase in proportion. Though
the money in the country would not command
more labour than before, the price of provisions
would be reduced one half at least, if not more,
by which the real recompence of labour would
be increased in nearly, though not quite the
same proportion.

" Part of the necessaries required: by every
person, consists in the produce of labour, capi-
tal, &c. not immediately dependant upon, the
price of provisions., The wages of labour,
therefore, must not only be, equal to the purs
chase of provisions, but of  other  articles,
formed of materials which every, individual, con-
sumes. That part of those commodities, the
value of which was determined by labour and
profits, would continue at the same price, as be-
fore, 'The. recompence of labour would only
be increased in proportion to the reduced price
of provisions and -.commodities the produce of
the soil,

As the supply of labour increased, .the,mo-
nied price of it would fall. By this means the
monied income from the soil would command a
larger quantity. In all cases, as we haye shewn,
the whole income of society is spent; and it
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will command labour, not in proportion to the
supply of provisions, but in proportion to the
price of labour; and this price is regulated by
the supply. If the produce of the soil was
doubled, and the quantity of labour in the first
instance was the same, as it commanded all
there was before, it could not command more
by this increase; but there would be an in-
creased natural demand for labour, the real
wages of it would rise, and this would imme-
diately have the effect of promoting an increase
of supply.

Although in the event of a war, pestilence, or
famine thinning the ranks of mankind, the first
effect would be an increase in the monied price
of labour, this effect would be only temporary.
The causes which reduce the supply, and in-
crease the demand for labour, in any particular
nation, do not operate in the same manner with
the other nations that trade with it. It is of
no consequence to them what a change in the
price of labour arises from. If the wages of
labour are increased, the price of commodities
will rise with it, and their demand will be di-
minished in proportion. The balance of trade
will be determined against the country, and
moniey will be abstracted from it, until the
price of commodities fall so as to restore the
balance of trade to its equilibrium. This re-
duced demand for commodities would reduce,

o
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in'the first instance, the demand for labour; and
thisagain would rednce the demand for pro.
visions. /| The-price of labour and of provisions
wonld | consequently both fall, but they would
fall’ parallel - with each  other, and the: real
wages of labour, ingreased by the diminished
supplyof it, would remain: the same. The
same quantity of labour would: still command
the increased quantity of the necessaries jof life,
until aii increase of population took place.  As
this, however, oceurred, the money price of la-
bour would fall, which wounld reduce thesprice
of commiodities; increase the for¢ign. demand
for them, produce an anflux of money into the
country, and.gradually restore, with the increas-
ed  supply 'of labour,! the: price of hoth inimo-
ney to.what they were previous to. the: loss of
population which had been sustained.

An increased demand for labour by an in-
creased | supply iof provisions -would, -on  the
other hand, have no immediate effect upon fo-
feign teades The price of/labour; and the price
of commodities, the produce of labour, would
remain as before. . The foreign demand for
commodities, by which the national prices and
money in-circulation are determined; would not
be altered. - As,-however; the supply ‘of labour

increased, and the wages of it and the price of

commodities fell, the balance of trade would
be determined in favour of the country, and an
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increased supply of money would be brought
into it.” This would continue until population
had increased to its matural standard, when in
the case supposed the monied income from the
s0il would ‘be doubled, ‘and its real inconie in
the necessaries and luxuries of life would: be
doubled also.

Thus corn creates its own demand. Popu-
lation is necessary to wealth. No country can
be rich until it is populous. When populaticn
is thin, as in the back settlements of America,
the land is in'reality not worth any thing. The
present price which it bears is a speculative
one, in anticipation of an increase of inhabi-
tants. « On the’ contraryy countries which are
thickly populated are always rich.

The advantage of increased fertility, how-
ever, is always immediately felt. ~Population
keeps so closeaipon-the means: of subsistence,
that an increased demand for labour is very
soon supplied.

But /individuals would, always immediately
gain by ‘any' improvement which they might
make in the fertility: of their estates, even
were this not the case; unless all improved
alike, which never happens. Suppose two per-
sonsare each in the habit of bringing a bushel
of ‘wheat 'to ‘market, and selling it for one
pound per bushel. ' If one of them is enabled
to double his quantity, and the three bushels
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sell only for the same money that the two did
before, on the aggregate they are not richer,
but he who has the two bushels gains 6s. 8d.
out of his neighbour’s income. The wheat
sells for 13s. 4d. per bushel, and the one is 6s.
8d. richer, and the other 6s. 8d. poorer by the
increased supply. The condition of the con-
sumer 18, however, improved fifty per cent. in
the quantity of provisions which his money will
command.

The present agricultural distress has been at-
tributed to over production, while, at the same
time, in part of its progress at least, it has been
accompanied by a diminished demand for la-
bour.  This eircumstance alone proves it could
not have proceeded from that cause. Although
the increased foreign demand for commodities
has of late partly relieved the labouring classes
from the depression under which they in the
first instance suffered, yet still a reduced de-
mand for labour is the subject of complaint.
A general distress, in fact, such as the present,
from over production, could never happen. In
the case just supposed, where one party loses,
another gains. ~ But now there is a universal
loss. ' It began, not by increasing the comforts
of the poor, but by starving them in the midst
of plenty, and ends in the ruin of the agricul-
turists, with a consumption greater than the
annual supply. That such dre not the effects
of over production, may be very safely assumed.

CHAPTER XIIL
The Soil is the original Source of Wealth.

I¢ we admit the conclusions at which we at-
tempted to arrive in the last two chapters, they
will go far to establish the proposition which -
forms the title of this.

Experience of itself, however, establishes. it.
Where was there ever a rich country with a
barren soil ? - Gold is valuable, but only in fer-
tile districts, where it will exchange for labour,
or ‘commodities more useful.. It is worth no-
thing in a desolate country.

Labour and art are necessary to wealth ; and
gold, the produce of labour and art, in general
forms part of it. - But it possesses no inherent
value. Its value is entirely an exchangeable
one 3 an alteration of fashion or opinion might
reduce it below that of iron.

The produce of the sail, on: the contrary,
possesses an inherent value—a value derived
from itself. . It produces men, and men pro-
duce gold. It creates its own demand, which
gold does not. Gold, no doubt, possesses in-
trinsic value. < As a commodity, it is actually
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worth the value it represents ; which is not the
case with Bank paper, though it answers the
same purposes and.is, where it circulates, as va-
luable to those who possess it. But the value of
gold is not self derived. "It is an exchangeable
value, and therefore, dependant upon a demand,
the result, mot of necessity, but of fashion and
convenience. It will, perhaps; not be an inap-
propriate distinction to say, that gold possesses
an ingrinsie, but not an inherent value ; whereas
the produce of 'the soil possesses both.  If the
soil was a hundred times mere productive, it
would be a hundred times more valuable to the
proprietors; it would 'suppert a hundred times
the population; and/‘command a hundred times
the labour, and-commodities, the produce of
labour, which' it did before.  If gold mines
were a hundred times more productive, gold
would pessess-a hundred times less value in ex-
change ; and, as it is not probable that the de-
mand would increase in proportion, the niftes
would ' be probably much less profitable to'the
proprietors than they are at present.
Wealth may be said to resolve itself into the
produce. of the soil, labour; and commodities
the produce of both. '

: Horses, dogs, and animals of every deserip-
tion, which contribute to the luxurics; and form
part of the wealth of society, receive their sus-
tenance exclusively from, and are in fact the
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produce of the soil: All persons who maintain
them, must:either possess land, or acquire suffi-
cient of its produce for that, purpose.

On the samé principle, labour isalso the pro-
duce. of the soil, which furnishes the necessaries
of life for. its;support. . The necessaries of life
consist. ot only of food, but of cloathing, and
other articles which are composed of matérials,
or pre-existing materials and labour.' Now, ma-
terials are. the produce ofl the soil, and pre-
existing materials are the. produce of labour,
which: is, derived, from the soil, so that ulti-
mately., the . wagesjof,labour entirely resolve
themselyes into the prodace of the soil. - If you
purchase the entire. labour of one man, 'you
must pay him in the produce of the soil, or in
that which will command it, sufficient perhaps
for the support of two. One half he consumes
himself, and with the other half purchases such
other necessaries, the produce of the labour of
others, as he requires. The last half,. though
distributed in the purchase, in more or less
minute proportions, of the labour of probably a
hundred others, united, will perhaps, amount
only to the labour of one; and for the sake of
illustration, we may suppose he employs: only
one individual. One man, therefore, by his
labour, may acquire, as we have stated, pos-
session of the produce of the soil, material, and
victual, equal to the support of two, which he
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divides with another, who, by his labour, ma-
nufactures the cloathing, and furnishes the
other necessaries required by both.

Besides labour, the cost of all commodities
is more or less composed of profits of capital,
taxes, &c. and with pre-existing materials, not
only of profits of capital and taxes, but pro-
fits which are termed rents. The value, how-
ever, which they thus acquire, may be consi-
dered artificial, and only a mode, as we shall
endeavour to explain in the mext chapter, by
which the original income derived from the
soil is distributed amongst the class of persons

CHAPTER XIV.
Cost of Commodities in Profits of Capital,

A greAT part of the value of all manufactured
commodities, consists in the profits of capital,
employed in manufacturing, and transferring
them from the original producer, into the hands
of those who finally consume them. Though

this cost, for the sake;of distinction, may:be
called artificial ; yet, by this employment of
capital, the powers of labour are magnified,
the facilities of transportation increased, and
the price of such commodities reduced m a
very extraordinary degree. Capitalists 1 con-
sequence, however, acquire a very consider-
able share in the income derived from the soil.
We shall take the article of corn for example.
A capital is employed in its production by the
farmer; by the individual attention of whom,
and the skilful application of which, the soil is
rendered much more productive than it would
otherwise 'have beén. ~ His average (profits
we shall state at 10 per cent. upon his capital.
He sells his corn, we shall say, direct to the
miller, whose profit, for the capital he has em-
P

who receive these profits, and paid to govern-
ment, by whom the taxes are levied.
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ployed in his mill and trade, we shall state at
7% per cent. Next itis sold to the baker, who
charges, say, 10 per cent. From him it comes
into.the hands of the manufacturing labourer,
and is consumed; and the value of his labour is
added to the material which he is employed in
manufacturing. = By this operation it preserves
the same value, but changes its nature, and is
now represented by labour, added to some ma-
terial which it is employed in manufacturing,
the value of which is increased by the labour
added: to it. For the machinery and capital
employed in the various processes of manufac-
turing the commodity, of which the corn in
the shape of labour, now forms a part, we shall
say 25 per centi  The profit of the wholesale
dealer we shall state at 7% per cent. ; of the re-
tailer at 15 per cent.s and it will stand thus:—

£,
Capital’ " = o= eres
Farmer’s profit, 10 per cent. 10

110 0
Miller’s 7% per cent. 8 0

118 5 O
Baker’s 10 per cent. " - 11 16 6

130 1 6
Manufacturer’s 25 per cent. 82 10 4

Carried forward, 162 11 10
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£. 5. D
Brought over, - 162 11 10
Wholesale dealer 7% per cent. - 12 3810

—

174 15 8
Retailer 15 per cent. = 2 4 8

£200 19 11

—

By processes similar to this, some longer and
some shorter, all commodities come into the
hands of the original proprietors, or those who
in some way acquire a share of the income de-
rived from the soil, surcharged with the profits
of capital employed in ecarrying them through
the different channels of trade, often times fully
equal to the value of the materials and labour
which the commodities contain, and when pro-
fits are high, sometimes far exceeding it.

In this country most commodities, in the
process of their manufacture, are subject to
taxation, which enhances their price, by in-
creasing their cost in the same manner. To
the consumer, therefore, there is no difference
betweentaxes and the profits of trade. The
profits -of trade are just as much a fax upon
them, as the imposts of government. They
equally. enhance the cost: of the commodity,
and are equally paid by the purchasers of it.

The great amount of government imposts n
this country, levied by taxing consumable com-
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modities, sufficiently proves that they ultimate-
Iy fall upon the only source of income which
could bear them; the soil. - This, in fact, as a
general principle; is hardly disputed.

Those whose incomes are derived from trade,
therefore, derive them from the soil also. In
order to shew more clearly the manner in which
this is done, we will suppose a case by way of
“example.  We will imagine the soil to be re-
presented by an income of £2000, the manu-
facturing labourers to be represented by 100
men, and the capitalists by ten, each of whom
has ten of the hundred men under him. ~That
the necessaries of life, independent of food,
consist of ten different articles, the produce
of labout alone, ‘'one of which each of these
capitalists manufactures.” We shall suppose one
quarter of the income from the soil to be spent
in victualling the families of the proprietors,
supporting their establishments of horses, &c.
or in that part of the hire of personal labour or
seryices, which is consumed in provisions, and
immediately returned to the proprietor in a de-
mand for them ; and the other #£1,500 to be
spent either by the proprietors themselves, or
by those who receive their wages, or by such as
in some way come into possession of a'share of
this income, in consumption of those articles
which ‘these ~manufacturers produce. ~ We
shall suppose that £1000 represents the pro-
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visions mecessary for the support of the 100 la-
bourers, and the profits of the capitalists to be
at least 100 per cent. That is, that their pro-
fits, or the artificial value of the commodities
manufactured to be equal, or more than equal;
to their value in the labour bestowed upon
them.

In addition to this, we shall suppose that one
third of these labourers were employed in ad-
ministering to the wants of the other two-
thirds; or in other words, that they consumed
one-third of the produce of their own labour
themselyes. Eachman would thetefore receive
for his'wages, besides a sum equal to the pur-
chase of provisions for himself and family, a
sum sufficient to purchase that share in the ten
different commodities manufactured, which he
required. - As this share would be charged to
him with the profits of capital upon it, we shall
suppose that it would take as much money to
purchase it as to buy provisions. Hence his
wages must be twice the sum his provisions
cost him. ‘This would make the wages of the
whole in money £2000. Now we shall sup-
pose that the commodities manufactured sold
in the gross for £4.500, with the profits of
capital upon them. - The £1,500 income from
the soil applied to their purchase, would there-
fore only command three-ninths of them ; two-
ninths would be consumed by the labourers,
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and the other five-ninths would be the profit of
the capitalists. They would unitedly have an
income of £2,500, five hundred of which would
be made in the'commodities sold to the manu-
facturing labourers. Whatever share of income
the capitalists received, they would directly or
indirectly have to spend. | ‘The other £2000 of
profit, therefore, would be made upon the com-
modities sold to the proprietor of the soil and
to each other. This £2,500°would go in sup-
porting themselves and families; in maintain-
ing what is called unproductive labour, and in
keeping horses, &c. Five hundred pounds of
it would be spent in provisions, and the other
two thousand in'the consumption of the re-
maining preduce of the manufacturing labour-
ers. The consumption of the produée of the
soil, ‘and the labour of the 100 men would
therefore stand as follows :—

PRODUCE OF THE SOIL.

Consumed directly or indirectly by the pro-
prietors themselves - -

By the manufacturing labourers -

Direct or indirectly by the capitalists
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PRODUCE OF MANUFACTURING LABOUR.

£. S. D,

Consamed by the labourers themselves - 1,000 0 O
Directly or indirectly by the proprietors of

the soil - - - - 1,500 O

Directly or indirectly by the capitalists 2,000 0

0
0

£4,500 0 O

Thus the proprietors of the soil would com-
patatively enjoy the consumption of but a small
part of the produce of man ufacturing labour to
which it would give rise ; yet, nevertheless, its
produce would be the foundation of the whole,
and this accumulaticn of prices no more than
the manner in which it and the labour it com-
manded were distributed by nature amongst
the different orders of the community.

This case is-a mere hypothesis for the sake
of illustration. The produce of the soil con-
sists of materials that are required to clothe
and support labour, as well as food, of which
every individual ‘must’ either grow a portion
himself, or if he does not, must, indirectly at
Jeast, exchange the produce of his estate, with
either some home or foreign proprietor who
does. This is generally effected through the
medium of manufactured commodities. I have
little doubt, however, that the proprietors of
the soil get but a small part of its produce back,
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in the labour which many of the commodities
they purchase contain. Labour is NOW SO eco-
nomized, and machinery so much introduced
in every branch-of manufacture, that a great
part of the cost of most commodities consists of
the profits of capital. That part of the income
of society which is gained by the capitalist in
trade, is spent in the luxuries of life, and gives
employment to what economists call unproduc-
tive labour, instead of manufacturing labour,
which this employment of capital has super-
seded. Hence the quantity. of unproductive
Iabour in a country, is probably the best proof
of its improvement and prosperity.

CHAPTER XV.

Rent.

Tue rent of land consists of that part of its pro-
duce which is received by the landlord, after
paying the expence of labour, materials, and

profits of capital employed in'its cultivation.
The produce of the soil, as we have shewn,
creates population, which multiplies with the
increase of it. As the value of labour becomes
less, the surplus produce of the soil becomes
greater.

Rent from mines is also their surplus pro-
duce, after paying for the labour, materials,
and profits of ‘capital employed in working
them. The principles, however, which govern
the demand, by which rent from mines is cre-
ated, are different from those which regulate
the rent of land.

There is always a given demand for every
commodity of necessary, luxury, or conveni-
ence, in use. This demand is regulated by its
price. If a carriage could be had for six-pence,
beggars would ride. It is only the high price
of the luxury which confines it to comparative-
ly so few.
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in the labour which many of the commodities
they purchase contain. Labour is NOW SO eco-
nomized, and machinery so much introduced
in every branch-of manufacture, that a great
part of the cost of most commodities consists of
the profits of capital. That part of the income
of society which is gained by the capitalist in
trade, is spent in the luxuries of life, and gives
employment to what economists call unproduc-
tive labour, instead of manufacturing labour,
which this employment of capital has super-
seded. Hence the quantity. of unproductive
Iabour in a country, is probably the best proof
of its improvement and prosperity.

CHAPTER XV.

Rent.

Tue rent of land consists of that part of its pro-
duce which is received by the landlord, after
paying the expence of labour, materials, and

profits of capital employed in'its cultivation.
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increase of it. As the value of labour becomes
less, the surplus produce of the soil becomes
greater.

Rent from mines is also their surplus pro-
duce, after paying for the labour, materials,
and profits of ‘capital employed in working
them. The principles, however, which govern
the demand, by which rent from mines is cre-
ated, are different from those which regulate
the rent of land.

There is always a given demand for every
commodity of necessary, luxury, or conveni-
ence, in use. This demand is regulated by its
price. If a carriage could be had for six-pence,
beggars would ride. It is only the high price
of the luxury which confines it to comparative-
ly so few.
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Beneath the cost of its production in' labour,
materials, profits of capital, &c. no commodity
can, for any length of time, fall. If it could
not be sold for what it cost, it would cease to
be produced altogether. But if, on the contrary,
the supply of any commodity is unlimited, ex-
cept by the cost of production, as salt for in-
stance from sea water, the price of it never
can exceed that cost upon the average, as an
increase of supply would always follow an in-
crease of demand.

Should, however, the supply of any commo-
dity be limited, and there is a demand for much
more than can, by the application of labour and
capital, be produced; this demand must be
brought to an equality with the supply by an
increase of price, which will reduce either the
inclination, or confine the power of consuming
it to a less number of persons. The difference
between the cost of production, and this price,
constitutes rent.

Thus there is no limit to the rent of mines,
the quantity of whose produce is beneath' the
demand at its cost price, but the inclination
and power of purchase by the consumers. On
the other hand, they may leave no rent at all, if
they are so extremely productive, as to yield
upon the application of materials, capital, and
labour, as great a supply of their produce at
their cost price, as there is a demand for.
But the rent of land, which derives its value
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from producing the necessaries of life, can
never, in an old country, be any length of time,
as we have shewn, below, nor yet above, its
natural value in commodities.

The rent of mines is also a consequence of
the rent of land. It is not until the soil will
command considerably more labour than is ne-
cessary for its own cultivation, that a great de-
mand arises for the luxuries of life; and it is
probable there will be seldom much rent from
mines until there is a considerable rent from
land ; unless it be for the purpose of exporting
to richer countries, where rents are greater,
and its inhabitants consequently more wealthy.

Though the causes of the demand which
creates the rent of land and mines, be differ-
ent, the principles upon which the increase of
it takes place and is determined, are the same
with both. These principles, however, are so
very clearly explained by Mr Ricardo, that I
shall claim his indulgence for the liberty of co-
pying the principal part of his chapters on the
subject.

& Rent* is that portion of the produce of the
& earth, which is paid to the landlord for the
« use of the original and indestructible powers
<« of the soil. It is often, however, confounded
« with the interest and profit of capital, and in
« popular language the term is applied to what-

* Principles of Political Economy, Chap. 2, on Rent.
Q 2 :
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« ever is annually paid by a farmer to his land-
“lord. If, of two adjoining farms of the same
 extent, and of the same natural fertility, one
“ had all the conveniences of farm buildings,
s were, besides, properly drained and manured,
¢ and advantageously divided by hedges, fences,
« and walls, while the other had none of these
“ advantages, more remuneration would natu-
« rally be paid for the use of one, than for the
‘“ use of the other; yet in both cases this re-
“ muneration -would be called rent. But it
“is evident that a portion only of the.mo-
“mney annually to be paid for the improved
¢ farm, would be given for the original and in-
¢ destructible powers of the soil ; the other
« portion would be paid for the use of the eapi-
¢¢ tal which had been employed in ameliorating
¢ the quality of the land, and in erecting such
“buildings as were necessary to secure and
“ preserve the produce. Adam Smith some-
“ times speaks of rent, in the strict sense to
“ which I am desirous of confining it; but more
“ often in the popular sense, in which the term
«is usually employed. He tells us, that the
¢ demand for timber, and its consequent high
¢ price; in-the more southern countries of Eu-
‘“ rope, caused a rent to be paid for forests in
¢ Norway, which could before afford no rent.
“ Is it not however evident, that the person
« who paid, what he thus calls rent, paid it in
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« consideration 'of the valuable commodity
< which was then standing on the land, and
« that he actually repaid himself with a profit,
< by the sale of ‘the timber? If, indeed, after
s the timber was removed, any compensation
«were paid to the landlord for the use of the
< Jand, for the purpose of growing timber or
s any other produce, with a view to future de-
« mand, such compensation might justly be
¢ called rent, because it would be paid for the
« productive powers of the land ; but in the
¢ case stated by Adam Smith, the compensa-
< tion: was paid for the liberty of removing and
« selling the timber, ‘and not for the liberty of
“ growing it. ~He speaks also of the rent of
¢ coal mines, and of stone quarries, to which
¢ the same observation applies—that the com-
¢ pensation ‘given for the mine or quarry, is
« paid for the value of the coal or stone ‘which
¢ can be removed from them, and has no con-
% nexion with the original ‘and indestructible
« powers of the land. 'This is a distinction of
‘% great importanee, in an'inquiry concerning
s rent and profits ; for it is found, that the
«¢/laws which regulate the progress of rent, are
< widely different from those which regulate
% the progress of profits, and seldom operate in
“thesame direction. In all improved coun-
“ tries, that which is annually paid to the land-
« lord, partaking of both characters, rent and
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« profit, is sometimes kept stationary by the
« effects of opposing causes, at other times ad-
« yances or 'recedes, as one or other of these
« causes preponderates:. In the future pages
« of this work, then, whenever I speak of the
« gent of land, 1 wish to ‘be understood as
¢ speaking of that compensation, which is paid
« to the owner of land for the use of its origi-
« nal and indestructible powers.

« On the first settling of a country, in which
<« there is an abundance of rich-and fertile land,
« 3 very small proportion of which is required
« to be cultivated for the support of the actual
L population, or indeed can be cultivated with
¢ the capital which the population can com-
«mand, there will be no rent; for no one
« would pay for the use of land, when there
«was an abundant quantity not yet appropri-
s« ated, and therefore at the disposal of who-
« soever might choose to cultivate it.

« (On the common principles of supply and
« demand, no rent could be paid for suchland,
« for the reason stated why mnothing is given
« for the use of air and water, or for any other
« of the gifts of nature which exist in boundless
«guantity.  With a given quantity of mate-
«iyials, and with the assistance of the pressure
¢ of the asmosphere, and the elasticity of steam,
« engines may perform work, and abridge hu-
« man labour to a very great extent; but no
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« charge is made for the use of these natural
« aids, because they are inexhaustible, and at
¢ gyery man’s disposal. In the same manner
«.the brewer, the distiller, the dyer, make in-
« cessant use of the air and water for the pro-
s« duction of their commodities ; but as. the
« supply is boundless, it bears mo price, If
¢ a]l land had the same properties, if it were
« houndless in quantity, and uniform in qua-
« lity, no charge could be made for its use,
« unless where it possessed peculiar advantages
« of situation. It is only then because land is
¢ of different qualities with respect 1o its pro-
« ductive powers, and because in the progress
««.of population, land of an inferior qualitys;or
« Jess advantageously situated, 1s called  into
s¢ cultivation, that rent is ever paid for the use
¢ of it.. When, in the progress of society, land
« of the second degree of fertility is taken into
¢ cultivation, rent immediately commences on
« that of the first quality, and the amount of
« that rent will depend on the difference in the
« quality of these two portions of Jand.

¢ When land of the third quality-is taken in-
« to cultivation, rent immediately commences
« on the second, and it is regulated as before,
s by the difference in their productive powers.
« At the same time, the rent of the first quality
« will rise, for that must always be. above. the
« rent of the second, by the difference between
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“the produce which they yield with a given
“ quantity of capital and labour. With every
“step in the progress of population, which
¢ shall oblige a country to have recourse. to
“land of a worse quality, to enable it to raise
s¢ats supply of food, rent; on all the more fer-
¢ tile land, will rise.

* Thus suppose land—No. 1, 2, 8,—to yield,
“with an equal employment of capital and la-
“ bour, a net produce of 100, 90, and 80 quar-
¢ ters of corn. In a new country, where there
¢ i3 an abundance of fertile land compared with
“ the population, and where therefore ifi is only
‘ necessary to cultivate No. 1, the whole net
¢ produce will belong to the cultivator, and
¢ will be the profits of the stock which he ad-
‘wances.~ As soon as population had so far
* increased as to make it necessary to cultivate

¢ No. 2, from which ninety quarters only can
¢ be obtained after supporting the labourers,
“ rent would commence on No. 1; for either

¢ there must be two rates of profit on agricul-
“ tural capital, or ten quarters, or the value of
“ ten quarters must be withdrawn from the
“ produce of No. 1, for some other purpose.
¢ Whether the proprietor of the land, or any
“ other person, cultivated No. 1, these ten
“ quarters would equally constitute rent; for
“ the cultivator of No. 2 would get the same
“ result with his capital, whether he cultivated
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“ No 1, paying ten quarters for rent, or conti-
“ nued to cultivate No. 2, paying no rent. In
“'the same manner it might be shewn, that
* when No. 8 is brought into cultivation, the
“ rent of No. 2 must be ten quarters, or the
“ value of ten quarters, whilst the rent of No.
1 would rise to twenty quarters; for the cul-
¢ tivator of No. 8 would have the same profits
“ whether he paid twenty quarters for the rent
“ of No. 1, ten quarters for the rent of No. 2,
¢ or cultivated No. 3 free of all rent.
‘It often, and indeed commonly happens,
that before No. 2, 8, 4, or 5, or the inferior
lands are cultivated, capital can be employed
more productively on those lands which are
already in cultivation.” It may perhaps be
found, that by doubling the original capital
employed on No. 1, though the produce will
not be doubled, will not be increased by 100
quarters, it may be increased by 85 quarters,
and that this quantity exceeds what could be
obtained by employing the same capital on
land, No. 3.
¢ In sach case, capital will be preferably em-
¢ ployed on the old land, and will equally cre-
“ ate a rent; for rent is always the difference
“ between the produce obtained by the em-
“ ployment of two equal quantities of capital
‘“and labour. If with a capital of 1,000. a
‘ tenant obtain 100 quarters of wheat from his
R
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¢ Jand, and by the employment of a second
¢ capital of 1,000/, he obtain a further return
« of eighty-five, his landlord would have the
« power at the expiration of his lease, of oblig-
¢ ing him to pay fifteen quarters, or an equiva-
¢« Jent value, for additional rent; for there
« cannbt Be two rates of profit. If he is satis-
« fied with a diminution of fifteen quarters in
t« the return for his second 1,000L, it is be-
&' catise nio employment more profitable can be
e« founid for it. = The common rate of profit
« would be ‘in that proportion, and if the ori-
« ginal tenant refused, some other person would
« be found willing to give all which exceeded
«. that rate of profit to the owner of the land
¢ from which he derived it.
& In this case, as well as in the other, the
capital last employed pays no rent. For the
greater productive powers of the first 1,000%,
fifteen quarters is paid for rent, for the em-
ployment of the second 1,000L no rent what-
ever is paid. ~ If a third 1,000Z be employed
on the'same land, ‘with ‘a return of seventy-
five quarters, rent will then be paid for the
second 1,000 and will be equal to the dif-
ference between the produce of these two,
or ten quarters; and at the same time the
rent of the first 1,000L will rise from fifteen
to twenty-five quarters ; while the last 1,000L
will pay no rent whatever.
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« If then good land existed in a quantity
much more abundant than the production of
food for an increasing population required,
or it capital conld be indefinitely employed
without a diminished return on the old land,
there could be mo rise of rent; for rent in-
variably proceeds from the employment of
an additional quantity of labour with a pro-
portionally less return.

¢ The most fertile, and most favourably. si-
tuated land will be first cultivated, and the
exchangeable value of its produce will be ad-
justed in the same manner as the exchange-
able value of all other commodities, by the
tofal quantity of labour necessary in various
forms, from first to last, to produce it, and
bring it to market. When land of an infe-
rior quality is taken into cultivation, the
exchangeable value of raw produce will rise,

becsuse more labour is required to produce
it.
¢« The exchangeable value of all commodi-

ties, whether they be manufactured, or the
produce of the mines, or-the produce of land,
is always regulated, not by the less quantity
of labour that will suffice for their produc-
tion under circumstances thighly fayourable,
and exclusively enjoyed by those who have
peculiar facilities. of production ; but by the
greater quantity of labour necessarily bestow-
R 2
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ed on their production by those who have no
such facilities; by those who continue to
produce them under the most unfavourable
circumstances ; meaning—by the most un-
favourable circumstances, the most unfavour-
able under which: the quantity of produce re-
quired renders it necessary to carry on the
production.

« Thus, in a charitable institution, where the
poor are set to work with the funds of bene-
factors, the general prices of the commodi-
ties, which are the produce of such work,
will not be governed by the peculiar facilities
afforded to these workmen; but by the com-
mon, usual, and natural difficulties, which
every othermanufacturer will have to en-
counter; The manufacturer enjoying none
of these facilities/might indeed be driven al-
together from the market, if the supply af-
forded by these favoured workmen were
equal to all the wants of the communitys
but if he continued the trade, it would be
only on condition that he should derive from
it the usual and general rate of profits on
stock ; and that could only happen when his
commodity sold for a price proportioned to
the quantity of labour bestowed on its pro-
duction.

¢ It is trne, that on the best land, the same
produce would still be obtained with the
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same labour as before, but its value would
be enhanced in consequence of the diminish- :
ed returns obtained by those who employed
fresh labour and stock on the less fertile land.
Notwithstanding then, that the advantages of
fertile over inferior lands are in no case lost,
but only transferred from the cultivator, or
consumer, to the landlord, yet since more
labour is required on the inferior lands, and
since it is from such land only that we are
enabled to furnish ourselves with the addi-
tional supply of raw produce, the compara-
tive value of that produce will eontinue per-
manently above its former level, and make
it exchange for more hats, cloth, shoes, &c.
&e. in the production of which no such addi-
tional quantity of labour is required.

« The teason then, why raw produce Tises
in comparative value, is because more labour
is employed in the production of the last
portion obtained, and not because a rent is
paid to the landlord. The value of corn is
regulated by the quantity of labour bestowed
onits production en that quality of land, or
with that portion of capital, which pays no
rent. Corn is not high because a rent is
paid, but a rent is paid because corn is high;
and it has been justly observed, that no re-
duction would take place in the price of corn,
although landlords should forego the whole
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of their rent. Such a measure would only

enable some farmers to live like gentlemen,
but. would not diminish the quantity of la-
bour necessary to ¥aise raw produce on the
least productive land in. cultivation.”

st The metals,* like other things, are obtain-
ed 'by labour,  Nature, indeed, produces
them 3 but it is the labour of man which ex-
tracts them from the bowels of the earth, and
prepares them for our service.

¢« Mines, as well as land, generally pay a
rent to their owner ; and this rent, as well as
the rent of land, is the effect, and never the
cause of the high value of their produce.

< If there were abundance of equally fertile
mines,  which any one ~might appropriate,
they could yield no rent ; the value of | their

produce would depend on the guantity of

Jabour necessary to extract the metal from
the mine and bring it to market.

« But there are mines of various qualities;
affording very  different results, with equal
quantities of labour., The metal produced
from the poorest mine that is worked, must
at least have an exchangeable value, not ons
ly sufficient to procure all the clothes, food;
and other necessaries consumed by those em=
ployed in working it, and bringing the pro-

 On the Rent of Mines, Chap. iii.
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duce to market, but also to afford the com-
mon and ordinary profits to him who ad-
vances the stock necessary to carry on the
undertaking. ~The return for capital from
the poorest mine paying no rent, would regu-
late the rent of all the other more productive
mines. This mine is supposed to yield the
usual profits of stock. ~All that the other
mines produce more than this, will necessa-
rily be- paid to ‘the owners for rent. Since
this principle is precisely the same as that
which we have already laid down respecting
land, it will not be necessary further to en-
large on it.

« Tt will be sufficient to remark, that the
same general rule which regulates the value
of raw produce and manufactured commodi-
ties, is applicable also to the metals; their
value depending not on the ‘rate of profits,
nor on the rate of wages, nor on the rent
paid for mines, but on the total quantity of
labour necessary to obtain the metal, and to
bring it to market.

« Like every other commodity, the value of
the metals is subject to variation. Improve-
ments may be made in the implements and
machinery used in mining, which may con-
siderably abridge labour ; ‘new and more pro-
ductive mines may be discovered, in which,
with the same labour, more metal may be ob-
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tained ; or the facilities of bringing it to
market may be increased. In either of these
cases -the metals would fall in value, and
would therefore exchange for a less quantity
of other things.. On the other hand, from
the increasing difficulty of obtaining the me-
tal, occasioned by the greater depth at which
the mine must be worked, and the accumu-

lation of water, or any other contingency, its

value, compared with that of other things,
might be considerably increased.

<« Tt has, therefore, been justly observed, that
however honestly the coin of a country may
conform to its standard, money made of gold
and silver is still liable to fluctuations in va-
lue, not only to accidental and temporary,
but to permanent and natural variations, in
the same manner-as other commodities.*

CHAPTER XVL

Tazes.

As the whole income of society must be spent,
taxes can be no evil to a nation, in a commer-
cial point of view. Those who supply the con-
sumption of the country, or the goods that are
exported in payment, of those:foreign: commo-
dities which the nation consumes, can do no
more, than supply it; and it has never been
contended that the receiyers of the taxes were
in.a different situation with respect to the ex-
penditure of them, than those who derived their
incomes from any other source. Both must
spend them in one way or other, and neither
can do.more.

It may be a very annoying circumstance to
the ultimate payers of the taxes, to have their
property, when there is no danger at band, en-
cumbered with the support of a great many
persons who are of no present use to them ; even
though these individuals may -have spent the
prime of their days in' their service, or may
have hazarded their lives in order to protect
them, their families, and those properties out

s
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of which the taxes are paid, from oppressiomn,
spoliation, and plunder. It may be very pro-
voking also to-pay the interest: of the debts,
which they may have contracted, as without
these incumbranees they would have so much
more to spend in their own personal gratifica-
tions.  But, to those who,supply the articles
which are consumed, by means of the expendi-
ture of the collective income of the nation, it is
quite immaterial whether it is consumed by the
pensioners and national mortgagees, or by the
ultimate payers of the taxes, in administering
to their own gratifications.

To those who have the. taxes ultimately to
pay, they are of course an-evil; as much as an
encumbered estate is worse than one which is
not so. But the labouring classes, who are of-
ten the most clamorous against taxes, have in
fact the least to do with them. The wages of
labour are proportioned to the supply and de-
mand for it, and are not at all affected by the
average monied cost of commodities, whether
high orlow, or whether it proceeds from taxes,
the balance of trade, profits of capital, or what-
ever cause. If taxes are an evil to the lower
classes; so are profits of trade. = A certain de-
mand for labour must be requited by a certain
payment in commodities, by which it is sup-
ported ; and though changes of price, by good
or bad harvests, or other causes which often
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temporarily affect the price of every different
commodity, have the effect of injuring or im-
proving for the moment the situation of the la-
bourer ; yet all permanent changes in the gene-
ral price of commodities, whether they proceed
from taxes or any other cause, are ultimately
followed by a corresponding change in the
wages of labour, as, we trust, has been already
established.

" Taxes, in whatever manner they may be le-
vied, fall ultimately upon real propertys; and
when they are laid on gradually, in the manner
in which they are generally imposed, they fall
so imperceptibly and equally upon every one,
that probably no ill effectsare experienced from
¢hem. ‘After absolute necessaries, the gratifi-
cation-desived from expenditure is the result of
habit and ambition. The former may gradual-
ly be changed without much violence, when the
latter is niot affccted.  There is no great diffi-
culty in laying down a carriage, dispensing with
a servant, &ec. if every personin similar circum-
stances does the'same. It is the rank which for-
tune gives that constitutes. a great part of its
value ; and as the imposts of government fall
equally upon all, according to their incomes,
though they may 'be the means of curtailing
the gratification of 'some artificial wants, they
leave the gradations of rank and fortune undis-
turbed.

52
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With respect to taxation on articles of foreign
trade. The first effect of a tax upon a commodity,
is o increase the price of it ; and the next, to
reduce the consumption in a proportionate de-
gree, of both the home and foreign consumer.
This is intended by it; it is an indirect way
of taxing income, which thereby cannot com-
mand the same quantity of consumable commo-
dities as before. But it does not in the least di-
minish the general demand for labour and com-
modities.  The object of the tax is to acquire
income with a view to expenditure ; and if the
foreign consumer, from having to pay more in
price, consumes less in quantity, the power of
consuming the difference is acquired by govern-

mént, and the foreign consumer thus contri-
butes his share to the expences of the state.

CHAPTER XVIIL

Tax upon Foreign Corn.

Waex the foreign demand, for the commo-
dities of this, or any other country, determines
the balance of payments in its favour, there are
two ways in which the trade may be brought
to'a balance : either by a general elevation of
prices sufficient to curtail the demand ; or by
an élevation sufficient to create an importation
of ‘the produce of the soil that will command
labour'and commodities enough to supply it.

In the latter case, no great rise of the na-
tional prices beyond those of the neighbouring
countries trading with it would take place. In-
stead of the increased demand for commodities
being paid for in money, it would be paid for
with food and materials, by which an additional
quantity of commodities, corresponding to the
increased demand, would be produced. It is
of no importance to a British manufacturer,
for instance, from whence the demand comes
which he supplies ; or where the food is grown
which he eats. If his bread be good, it is im-
material to him, whether it is the produce of
Yorkshire, or of Poland.
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quantity of commodities, corresponding to the
increased demand, would be produced. It is
of no importance to a British manufacturer,
for instance, from whence the demand comes
which he supplies ; or where the food is grown
which he eats. If his bread be good, it is im-
material to him, whether it is the produce of
Yorkshire, or of Poland.
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The advantages which Great Britain would
gain by such an additional trade, would consist
in_the increased manufacturing population it
would support, and the profits of capital which
its merchants and manufacturers would gain.
Not half, it is probable, of the food and mate-
rials; would be embodied in, and represented
by the materials and labour which the commo-
dities that were returned in payment for them
contained. The rest would be retained as pro-
fits .of capital, &c. and be consumed by the
merchant, manufacturer, and capitalist, in the
neeessaries, conveniences, and luxuries of life.

In ‘this case, however, no: great advantage
would be gained by the proprietors of British
soil. The incomes from their estates would not,
as with an elevated standard of prices, command
a greater quantity of foreign commodities than
before. The. trade would be little more thana
commercial extension of territory. A greater
surface of soil would, in the support of labour
and profits of capital, pay tribute to our manu-
facturing superiority. If another county was
added to Great Britain, it would confer no par-
ticular advantage on the rest of the kingdom,
so far as the interest of the landed proprietors
were concerned ; neitherby the same rule, does
bringing the general produce of other soils to
this country do so. Geographical situation is
nothing in the eye of commerce. J. Conolly,
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Esq. one of the witnesses before the agricultu-
ral committee of 1821, stated, that flour could
be sent cheaper to Liverpool from America,
than he could send it from his mills to Dub-
lin, by only 44 miles of canal navigation. The
American proprietor in the neighbourhood of a
convenient place of shipment, is of course in
that case as well situated for the trade of this
country as the Irish proprietors in the neigh-
bourhood .of Mr Conolly’s mills; nor could
the Irish proprietors gain any advantage by such
trade.*”’

Very different; however, would be the case,
were the importation of victual produce not al-
lowed: Our demand for materials would then

* « James Conolly, Esq. again called in and examined.”

« You were asked on your examination, respecting. the

¢ power of this country to compete with America in the

¢ article of flour, in the general markets of the world ; have
you any thing to add to your answer upon that subject ?
My object is to shew the effect of the importations of
American flour upon these countries ; America possesses
a prodigious advantage over us in, respect-of freight, so
much so, that at my mills, 44 miles from Dublin, which
are very extensive, and from which there is a water car-
riage the whole of the way from the mill door to Dublin,
and which water carriage, has cost at least 400,000l (the
grand canal goes about 33 miles, and’ there iz 4 barrow
navigation which takes up the remainder of it) notwith-
standing that, flour comes from America to Liverpool, at
a lower freight than it can be put on board ship (from
that mill) in Dublin.”—Report, page $19.
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be necessarily confined to the consumption of
that population which our own soil would sup-
port ; the balance of trade in our favour would
elevate the national prices; a less quantity,
though an equal value of, British goods would
be exported, and the rest would be consumed
at home ; foreign 'commodities would become
comparatively cheap, and the incomes of pro-
prietors would go ' further, in commanding all
the luxuries of life. | The higher the national

prices, the richer of course a nation becomes ;

its income will command a greater quantity of
foreign commodities. Almost all our luxuries
ate of foreign production, and would rather be
relhiced than increased in price, by any balance
of payments which raised the general prices of
the country.

The sitnation of the labourer, with a high
state of national prices, would also be improved.
Dearness and cheapness are relative terms, and
only applicable to prices, which are raised above
the national level, by scarcity, or reduced be-
low it by abundance. When the average wages
of labour, and prices of the necessaries of life,
are rightly apponioned to each other, accord-
ing to the existing supply of labour, the la-
bourer is enabled to say when necessaries are
dear and when they are cheap. But it is by
comparison with a standard, determined by the
quantity of money in circulation, that he is
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enabled to. make this deduction. . This stand-
ard is of course quite arbitrary, so far as the
supply and demand for necessaries are Concern-
ed, and his wages, according, to the supply of
labour, are always accommodated to it. A la-
bourer considers. only those prices dear, and
those cheap, which are above or below the
national level, whatever that level may. be.
A state of prices which may mark scarcity
in one country, may denominate plenty in an-
other. If the inhabitant of a country with a
low standard of prices, comes to spend his in-
come in a country with the reverse; he consi-
ders all the necessaries of life dear, because
they are at prices which would betoken scar-
city at home.  On the other hand the inhabit-
ant of a rich country, spending his income in
a, poor one, considers the ‘necessaries of life
cheap, because they are what he would consi-
der, cheap at home ; "on the same principles that
Gulliver found himself a giant in Lilliput and a
dwarf in Brobdingnag. In neither case,however,
would they be either dear or cheap, but only
in both cases be measured by a wrong scale.
Gulliver was neither a dwarf nor a giant. in_his
own country; and it would have been absurd
to have considered him either the one or the
other, becanse he was thought so in, countries
to: which his natural standard of admeasure-
ment did not apply.
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In countries with high national prices, it i
found, in general, by experience, that the
lower classes-are in better circumstances than
in countries where the national prices are low.
Now the necessaries of life must always be the
first and principal object with every labourer;
and Iuxuries and conveniences only a matter of
secondary consideration. When, however, the
latter are easily acquired, and it takes no great
quantity of labour, or sacrifice of articles of
more absolute necessity, to purchase them, it is
natural to suppose that more will be consumed
than if they were of more difficult attainment.
In a high state of mnationdl Pprices, therefore,
to which wages are accommodated : when mo-
ney will command a much greater proportion
of luxuries than of food; or where luxuries are
comparatively low, while the money price of
food is high,—the lower classes will be able to
increase their comforts by the comparative ease
with which they can be procured. ,

In countries, on the other hand, with a low
state of national prices: where foreign luxuries
are comparatively dear; to acquire them' will
take a greater sacrifice of labour and the more
absolute necessaries of life, than the working
classes probably would make if they could; or
could make if they would. They, therefore,
learn to dispense with those articles of comfory
which are common to the poor in richer coun-
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tries, or rather never acquire a taste for them,
and often live in a miserable and degraded state
of abject poverty.

A high state of national prices, so far, in
fact, from denominating dearness or scarcity,
is the means and proof of abundance. A mere
extension of trade, by the importation of corn,
may increase the numbers, but high national
prices increase. the comforts of the poor, and
are as much to be desired by them as by any
class of the community.

If, however, a great manufacturing country
were entirely to prevent the importation of corn,
prices. would probably rise so high as to foster
a competition by other countries, which, in the
end, might rival and reduce its manufacturing
superiority beneath what, by the exercise of
better policy, it might continue,to uninterrupt~
edly maintain. By a total exclusion of victual
produce it might have a greater advantage for
a time, but in the end gain less than by pre-
serving its national prices at a more moderate
standard.

That a country, however, should throw away
its manufacturing -superiority altogether, and
by unlimitedly permitting the importation of
corn, render itself dependant upon other na-
tions for this principal necessary of life, merely
for the sake of increasing its manufacturing po-
pulation, will never, I should think, be con-
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tended. ‘That it is entitled to make a fair ad.
vantage of its manufacturing superiority, is too
reasonable a proposition to be denied.

This may be ‘done in a most advantageous
manner, without going to either extremes, of a
free importation, or an entire ‘exclusion. A
tax upon foreign ¢orn, and other victual pro-
duce, would-have the effect of maintaining the
national prices at any level that might be de-
sired, beneath what would be attained by com-
plete prohibition. | If a tax were laid upon fo-
reign corn in this country, our national prices
must attain an elevation above those of the
country from whence the corn came, sufficient
to cover the tax upon it, before it could be im-
ported, The tax would amount to prohibition un-
til this were the case.. -But this level we should
be ceitain to attain-ultimately, if our manufac-
turing supericrity would command a favourable
balance of trade at the elevation ; while at the
same time the tax would possess the adyantage
of being no burden on this country, but exclu-
sively. a tax apon foreign nations :—To illus-

If, for instance, corn imported from = th

‘Baltic, the prime cost of which, to the import-
‘er, iwas ong million; were subject to a tax of

another; its selling price in- this country must,
at least, be two millions: The price of British
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labour and commodities would  consequently
have to bear a price in proportion.

It is unnecessary, perhaps, to remark, after
what we have before said, that the price of
corn governs theprice of labour, and wvice ver-
sa ; and that the prices of corn and labour go-
vern the price of every thing else. If they
are doubled, the amount of capital in trade is
doubled, and the profits expressed in money
are necessarily twice as great as before, &ec.;
although the merchants and manufacturers may
be no richer, except in the additional command
of foreign luxuries, which, by the altered state
of the national prices, they acquire; and that'con-
sequently doubling the'price of corn, doubles
the price of all commodities so far as they re-
present British labour and British produce.

The prime cost, therefore, of this corn, would
only command half the quantity of Briish la-
bour and produce in return, that it would have
done without the tax ; while the million levied
by government would command the other half,
which ‘would; either +directly or indirectly; be
consumed by those to whom the ‘money thus
levied was paid.

Neither is it probable that the tax would fall
in“any great degree wupon the nation from
whende the corn eame.” The'returns which are
asually made to the Baltic for goods imported
from thence, consist principally of tea, coffee,




142

sugar, cotton, and generally the produce of the
East or West Indies, and of wines, gold, silver,
&c.-in the price of which there is but little Bri~
tish labour or produce represented. ' The value
of these commodities is only affected by the
state of national prices in the countries from
whence' they come'; they are as cheap as they
would be with-any state of prices in England.
The national prices in England, however high,
have no other effect' than' to lower those of
every other country. ~In the purchase of these
commodities, British' labour or preduce, how-
ever, has been exchanged; and it is the con-
sumers in those countries; or deriving their in-
comes from those countries where these.com=
miodities are produced; who pay the tax levied
upon the corn, in the payment of which they
are returned.

By brandies imported ‘into the Baltic direct
-from France, or tobacco from America, or: tea
from China, corn imported into England may
also be paid for, the same as if they came
through England.. Goods, we shall ;say, are
imported into France or America from Britain
and France and America having exported goods
to:the Baltic, for which we shall suppose they
do ot import an requal value in return, draw
bills upon the Baltic for the balance. In Eng:
land, in consequence of the importation of
corn, there is a demand for bills upon the Bal«
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tic. America and France, therefore, pay their
debts to Great Britain with the bills they have
drawn upon the Baltic, and these again are re-
mitted to the Baltic in payment of the corn.
The result consequently is, that the tax up-
on the corn is paid in the increased. price of
the goods sent to France and America, while
the corn sent to England is paid for by the
brandies and tobacco imported intq the Baltic
direct from those countries.

Teas imported into the Baltic from China,
are often paid for in gold and silver, to pur-
chase which England ships ‘goods- to.South
America. ‘The gold and silver thus received,
may besent to the Balticin payment of the corn,
and from thence to China, or be shipped. to
the order of Baltic merchants direct for China.
By these means the South American consumer
of British labour and produce pays the tax up-
on' the corn; while the corn itself is.paid:for
by the teas imported into the Baltic direct from
China. ' If imported by way of America, or any
other channel not - British; the :American mers
chant who imports the teas from China; and
ships them to the Baltic, draws upon the Baltie
for them, and sells his bills in England for gold
and silver brought from South America. Thus
British goods ‘are sent 'to pay for the gold and
silver, it is remitted to pay for the tea, and the
bills are sent to pay for the corn.
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The amount of the tax proper to be imposed
upon corn, is altogether a question of mercan-
tile superiority, and ought to be determined on
precisely the same principles as would govern
a prudent manufacturer in similar circumstances,
Tt can never be «correctly determined by en-
quiries addressed to agriculturists. If it was
too heavy, it would defeat its object as a tax
by which fo raise money. - Were it to elevate
the national prices so high as to enable other
nations to undersell us, it‘would drive oft into
oflier ¢hannels that demand for commodities by
which the demand for foreign corn was created.
Tt must always be sufficiently low to preserve
the demand for our labour and produce beyond

what otir own soil can ‘support and furnish..

Were the duty too high, as we have before
stated, ‘it would merely operate as a prohibi-
tion.

If a manufacturer could make so good and
cheap a commodity as to prevent all competi-
tion, he would be anxious to make as much of
his manufacturing skill as possible, and yet not
raise his prices so high as to foster competition.
In determining the price which he would set
upon his commodity, his first point would be
to ascertain the extent in lowness of price, and

goodness of quality, in which: he could exceed
his neighbours, in any attempt which they
might make to rival him. Having done this,
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he would next ascertain how much of this arose
from local circumstances, in which they could
not compete with him, such as in cheapness of
coal, facilities of carriage, &c. ‘A price ade-
quate to this he would lay on without any hesi-
tation, as he never could be rivalled in these
advantages. 'That superiority, however, which
merely depended upon skill and capital, he
would perhaps not be disposed to build upon
too far; as if he did encourage his neigh-
bours, by his high- prices, to establish similar
manufactures, practice might give them skill,
and success might give them capital.

Upon principles similar to these, ought a na-
tion t6 determine the amount of the tax it im-
poses upon foreign corn, if it be desirous to make
the most of its manufacturing superiority ; and
that this or any other country should not be so
desirous, it'is impossible to conceive.

Although the parliamentary enquiries upon
this subject'have béen upon the ‘whole unsatis-
factory, so far as they have gone they are ex-
tremely nseful.” It'is evident that with a high
state of national prices, land can be cultivated
which would have to be thrown into pasture
were those prices not maintained ; and it is im-
portant to ascertain the prices at which inferior
land can be preserved in tillage.” As nature has
made us equally carnivorous as well as herbivo-
rous animals, it is perhaps intended that a great

U
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part of the soil should be devoted to the rear-
ing of cattle, in order to keep down its price
to a level with that of grain, so that the labour-
ing classes might be able to command a pro-
portion of both. Itis probably designed, there-
fore, that a considerable part of the soil should
not pay for cultivation, in order to secure this,
We might at the same time remark, that asthe
improved system of farming consists in rearing
turnips and green crops for cattle, where they
had not been reared before,. the proportion of
each, which it is the design of nature to preserve
between animal and vegetable produce,. is, pro-
bably not at all altered by.these improvements.

There can perhaps be little doubt, that in
order to maintain all that land in cultivation
which. had been brought into tillage during the
war, 80s. per quarter would be necessary. But,
in order more clearly to show how this effect.is
produced, let us, for example, assume that the
price of one half of the materials employed m
working the land, and one half the wages of the
labouring population of this country are deter-

mined by the price of foreign commodities. -

Let us also, in the first place, suppose, that
foreign commodities are in all respects on a par
with our own ; that in our trade with foreign
countries, the exchanges are equal in quantity
as well as price ; so that an acre of produce in
Great Britain is only of equal value with an
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acre of foreign produce. We should then have
no manufacturing superiority. In this state of
prices, there would of course be land which
would just clear the expence of its cultivation,
and nothing more. We shall suppose the pro-
duce of 50 acres of this to sell for £125, and
the account of its produce and expence of cul-
tivation to stand thus :—

Rent; by rearing By produce sold
cattle £25 for £125 0 0
To the expence of
its cultivation, de-
termined by the
price. of British
pro:iuce -
o ditto by the pri-
ces of foreign pro-
duce - 50

£125 0 0 £125 0 0

| —_—

Gain for the trouble of tillage, nothing.

But were our prices to rise to double those
of our neighbours, the produce of an acre of
Jand, would through the medium of our manu-
facturing labour, by this means, command the
produce of two acres of any other nation, and
that land which would pay no additional rent
in tillage before, would now leave a rent of
£50. The account would stand thus :—

U 2
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To rent by rear- By value of pro-

ing cattle, which duce doubled £250 0 0
would be dou-

bled with the va-
lue of cattle and
other things £50 00

To expence of cul-
tivation . deter-
mined by the
price of British
producedoubled
also -

To ditto by the
prices of foreign
produce, redu-
ced ifany thing,

but supposed to

be the same 50 0 O
To additional rent

cleared - 50 00

£250 0 0 £250 0 0

Gained for the trouble of tillage, £50.

It is upon this principle that land must be
thrown out of  cultivation, with -a low state of
national prices, which would leave a rent when
prices were high. Our national prices were very
much elevated during the late war, and land
was breught into tillage which will not now pay
for cultivation. The prices, however, at which
the land in tillage would pay for cultivation, it
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was important to ascertain. This has been
done by the agricultural committee, and fixed
at 80s. per quarter, and I have no doubt with
great truth. But how far it may be proper to
maintain the national prices at that standard, is
another branch of inquiry. The particular
cause of the high prices during the war, and
the present low prices, we shall hereafter con-
sider.

Although we should thus gain such consi-
derable advantages by our foreign trade, it
would still be the interest of foreign nations to
trade with us. The cold regions of the morth
of Europe, and British America, can never be-
come manufacturing countries. The extreme
of cold, and even of heat, to which they are
subject, forbid it; while their climate is very
favorable to the growth of ecom. On the other
hand, the excessive heat of the tropical cli-
mates equally renders them unfavorable to ma-
nufacturing industry, but superabundantly fer-
tile in all the vegetable luxuries of life. The
temperate regions less faveured with natural
fertility, but infinitely more so in the manual
energy of their inhabitants, seem destined by
nature to supply the rest of the world with the
produce of jart:and. labour; and be the con-
necting link by which the extremes of climate

administer to the comforts of the population
of each other.
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The other nations of Europe, with climates
equally temperate, and circumstances equally
favourable: for manufacturing industry, may
perhaps object to take our manufactures were
a tax thus to be levied upon them, and endea-
vour to improve their own ; at least to the ex-
tent of supplying their own consumption. Any
laws to this effect, however, it is extremely
probable, if not certain, would be laws which
would rather retard than promote this object.
The first thing to stimulate a nation to indus-
try, is to create a demand for its labour. The
only way to do this is to provoke expenditure
by the introduction of foreign luxuries. By
this means a demand for commodities in order
to-pay for them is produced. The money made
by the trade, and the knowledge gained of the
demand, cost, and quality, of the foreign arti-
cles consumed, foster attempts to produce
them ; to which attempts, however, an exist-
ing 'demand is necessary. Manufactures will
seldom to any great extent, be set on foot, if
the parties have not only to make the commo-
dity, but create a market for it ; and this would
have to be done if the habit of consumption be
prevented by restrictions mpon import. All
experiénce'has in fact shewn that foreign trade
has proved the best mode of giving a taste for,
and  introducing domestic manufactures. It
introduces both ' knowledge and ' enterprise.
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When an individual has made money by the
importation of any commodities, he is apt to
acquire some knowledge respecting its manu-
facture ; from this he is induced to attempt to
manufacture it, and if the country is in that state
to render the attempt practicable; he succeeds.
In the mean time there is a demand for pro-
duce in order to pay for these manufactures,
until the nation is fit- for producing them itself,
which would otherwise not exist.

All decrees to prevent the importation of fo-
reign manufactures may be considered decrees
of present poverty by the nation which jen-
forces them. They destroy the existing de-
mand for those commodities that have been sent
in exchange for the prohibited manufactures, as
well as deprive the country of the power of con-
suming the manufactures thus prohibited. They
thus begin by paralizing the whole system ; and
it is extremely probable that they retard rather
than encourage the growth of that domestic in-
dustry which they are intended to promote. If
a nation possesses natural facilities, for manu-
facturing, with good laws ‘and a free constitu-
tion, by which a stimulus is given to industry
and enterprise, it will become a manufacturing
country 'in time. - It seems, however, most
probable, that prohibitory laws will not acce-
lerate that time, while they.are certain to
involve the nation in poverty, if not distress.
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No judicious government would therefore hasti.
ly pass any laws of this kind. This, however,
ought, I think, to be a matter of perfect indif-
ference to the British nation. By properly en-
couraging a trade with her own colonies, and
those countries-and nations who are her natural
customers, and will at ‘all times be glad to
trade with her, she may be sufficiently inde-
pendent to be entirely ‘indifferent to the po-
licy by which those nations ‘may govern thems-
selves, who wish to be rich before their time.

CHAPTER XVIIL

Money.

TrERE are two things necessary to the price of
commodities, viz. money, and the commodities
the value of which it expresses. Price knows
no. distinction of persons, but is formed by
their conjunction alone. In the market, the
demand is represented by money, the 'supply
by commodities. If there is a smaller quantity
of any particular commodity brought into the
market for sale, but the same quantity of mo-
ney brought to purchase it, its price rises;; the
demand is greater than the supply. On the
other hand, if with the same supply of the com-
modity, a greater quantity of money is brought
in demand for it, a rise in price takes place pre-
cisely on the same prineiples; except that in
the one case, it is produced by a reduced quan-
tity of commodities, in the other by an increas-
ed quantity of money. Just, the reverse is the
case when the supply of commodities is enlarg-
ed, or the quantity of money in the market di-
minished ; in both instances, a declension of
price is the consequence.
X
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What is the case with any particular com-
modity, is also the case with commodities gene-
rally. Any alteration of prices that is universal,
must be the result either of an alteration of the
supply of commaodities, or an alteration in the
supply of money; but it may equally result
from either.

Now, the supply of money may be perfectly
arbitrary, and is at least as much determined
by chance as rule ; whereas the supply of com-
modities is not. Paper money may be created
to any extent ; and the value of gold is acci-
dental.  Had the mines been twenty: times
more productive, the supply would have been
twenty times greater; and that commodity
which is now worth a shilling would then have
been worth a pound. ~ The supply of commodi-
ties, however, is less arbitrary. The soil will
yield, upon the average, a given produce, and
support a given quantity of labour, and united
they will supply a given quantity of eonsuma-
ble commedities. But as neither population
nor the produce of the soil ean be created like
paper money, nor yet depend upon the acci-
dental productiveness of mines, general varia-
tions of price, resulting from variations in the
supply of commedities are not so likely to hap-
pen.

Sudden general alterations in prices are there-
fore more likely to proceed from an alteration
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in the supply of money, at least when that
money is paper, than by an alteration im the
supply of commodities. But at the same time,
if a nation is commercial, and in the habit of
supplying its consumption by exchanging its
commodities with those of other nations, great
alterations in the supply of commodities may
be suddenly caused by political events.

A great and general reduction of prices has
of late taken place in this country, which must
either be the consequence of an increased sup-
ply of commodities, or a reduced supply of
money. That this reduction is not a fall in our
national prices resulting from a diminished fo-
reign demand for our manufactures, is proved
by the fact, that the foreign demand for our ma-
nufactures has and is continually increasing,
and at this moment the balance of trade and
payments in our favour, and the influx of money
into the country, are greater than perhaps were
ever known.  Nevertheless, prices, instead of
rising above, have fallen below the national
level, determined by the present corn law, and
are not now more than half the ameount at
which that law has fixed them.

That this reduction does not proceed from
the supply of foreign corn, is also evident from
the simple fact, that though the prices are now
lower than ever, there is no foreign corn in
the market. Foreign corn might affect the

X 2
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market while it was in it, but after it was con-
sumed, unless there was a reduced quantity of
money in-the market, as well as corn, the price
of it'must rise again.

The present prices might also proceed, 'as
some have supposed, from over-production ; but
as we have already seen, it would in that case
rediice the price of corn, but not the price of
labour; whereas the price of labour has been
reduced as well as the price of corn. Hence we
are brought to the inference that it must be a
question of currency.

This again’ presents considerable difficulties.
Great fluctuations in prices have been known
to'take place without any, at least, apparently
adequate alteration“either in the quantity of
money in circulation, or in the supply of corn
by ‘which to ‘aceount for it; and at present
there does not seem a reduction in the eircula-
tion of London at least, that will at all explain
the low' prices ‘to which agricultural produce
has fallen. A ‘proper acquaintance, there-
fore, with the principles which govern the con-
nection "of money with commodities, and the
laws which regulate its motions, and determine
and restrain the issues of bank paper, become
absolutely’ necessary to any sound'conclusions
on the subject ; and this and the following chap-
ter contain what' I am afraid is but a very im-
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perfect attempt to develope those laws and prin-
ciples.

The money in circulation may be divided in-
to two descriptions ; that which is employed in
exchanges of consumable articles, and that
which is employed in making transfers of capi-
tal and property. The first may be termed its
consumptive, the last its abstract circulation.

Money in Consumptive Circulation composed
of Individual Currents.

From that great lake, if it may be so termed,
ormass of money in consumptive circulation,
each individual has a stream of his own, that
continually flows in to him, and from him. The
magnitude of this stream is proportioned to his
income and expenditure, which it forms. The
stream that flows in is his income, the stream
which flows out his expenditure ; or if he does
not expend it himself, he lends it, which is the
same, to others who do. )

This mass, or lake, is entirely formed of
these streams, which are in continual motion.
It is not all the money that passes through the
hands of a merchant or trader, however, which
forms his-own particular stream of circulation,
In general, only a very small part of it does so.
That part alone which becomes his, in the
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shape of profit, belongs to his own current,
With the rest, he is only an agent, by which it
is.advanced forward in the respective streams
to which it belongs. Thus, a manufacturer,
who employs workmen, is the approximate me.
dium between the ultimate consumer of the
manufactured commodity, and his men, by
which ‘the money that composes their income
comes into their hands. The manufacturer
again receives the money from the wholesale
dealer, who is also his agent, as well as those
of his men, to the amount of the profits that
the goods sold contain, and which form part of
his income. They are again sold to the retail-
er, who, in his turn, becomes an agent in trans-
mitting the money forward that forms the pro-
fits and income of both wholesale dealer and
manufacturer, as well as the workmen ; and he
again sells them to the consumer, from whom
he receives the profits which form his own
stream of circulation as well as the rest.

The streams of circulation may also be di- °

vided into superior and subordinate. A person
of large property expends a great part of his
mcome, not only in purchasing necessaries,
but in commanding a higher description of la-
bour, such as that of stewards, teachers, paint-
ers, musicians, and in those innumerable modes
of enjoying the superior elegancies of life, in
which large fortunes are generally spent, ,  This

*
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which forms the out-lay of one party, forms the
income of another ; is again spent, and again
forms part at least of the income of a third, who
administers to those superior luxuries, &c.
Thus it descends down, step by step, in the
great channel of consumption, forming nume-
rous subordinate currents, until it perhaps
returns to the original proprietor at last, in the
purchase of that produce from whence it was
first derived.

Money in consumptive Circulation the actual
Representative of Commodities.

Now the great and important feature of money
i the channel of consumptive circulation is,
that it must necessarily, and always does, re-
present an equal value with itself of uncon-
sumed commodities in the market. Every
guinea or pound note which a person receives
in the channel of consumptive circulation, may
be said to be the shadow of an actual substance,
or the representative of a constituent value, at
the moment remaining in some shop or ware-
House unconsumed. It is a check upon the
storehouse of society for a particular value of
goods, the possessor of which is virtually the
owner of the goods it represents.

“ When the division of labour,” says Smith,
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as we have before quoted, * has been once
“ thoroughly established, it is but a very small
 part-of a man’s wants which the pro[]uce of
“ his own labour can supply. He supplies the
far greater part of them by exchanging that
surplus produce of his own labour, which is
over and above his own consumption, for
such parts of the produce of other men’s la-
bour as he has occasion for. Every man
thus lives by exchanging, or becomes in some
measure a merchant, and the society itself
grows to be what is properly termed a com-
mercial society.”

¢

That part, we have also stated, of the agere-
gate wealth of a mation, which forms the \\:thh
or income of each individual, consists of
some particular description of labour or pro-
fluce of -which the whole is composed. The
income of one person is derived from land
which produces corn, another from land which
produces cattle; one has a tin mine, another
a mine of coal; one man makes nails, allO;
ther shoes, &c.. Thus the income of each
individual is- generally derived from contribu-
tl_ng'g to some particular want of a great many
different persons. On the other hand, the
necessaries and luxuries which each individual
requires, take some portion of the labour and
produce of as great a variety of persons to sup-
ply ; and it is necessary for him to exchange
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that in which his income consists, with all those
who may desire a part of it, in order that he
may procure from them that portion of each of
their labour or produee, which he requires for
himself, . In order to facilitate these exchanges
money is necessary, &c.

Now, it is evident, that a person maust actu-
ally, before he can acquire the money necessary
to enable him to command that portion of: the
produce or labour of others which he requires,
dispose of his own labour or commodities for it.
As every individual, must do this before he can
gain possession of money in the channelof con-
sumptive circulation, it equally follows' that
every pound so acquired, represents the value
whieh. was given forit. This value is placed
in'the hands ¢f the merchants, traders, &ciof
societyy who have furnished this money ; and,
as this must have been done with every com-
modity in the market, they cannot be con-
sumed until the mouey returns in purchase of
them. 'The original intention in selling  them
for money is merely to facilitate the exchange
of -one -commodity - for another; the money,
therefore, naturally must represent the commo-
dities to be thus exchanged ; nor will the deal-
ér, who conducts these exchanges, dispose of
them again without such money. Whenever
that consumptive demand comes round, how=
ever, ‘which places the mouey again in the

Y
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hands of the dealer, his stock being reduced, he
purchases more to supply its place. The mo-
ney, therefore, goes again into the hands of the
original ‘producer,. to replace the commodity
consumed. It again becomes income ; again
represents the commodity purchased by the
dealer; and is again returned in promoting a
consumptive demand for those which are in the
market. ~The money may not, perhaps seldom
does, return in demand for the particular com-
modity it represents; that is not the original
intention. It goes in purchase of other commo-
dities of equal value, and the money which re-
presents them, comes in purchase of the com-
modity which is represented by it. Thus, there
must necessarily be, at all times, a stock on
hand, of goods, equal to the value of the mo-
ney in consumptive circulation. It never is
spent in a consumptive demand, without repro-
ducing in the market a commodity of equal
value to what has been consumed.

To make the explanation more clear, we
shall suppose society to consist of ten persons,
besides merchants and dealers; that the money
in consumptive circulation be represented by
#£1,000; that each of these persons furnish one
hundred pounds' worth of" different commodi-
ties” for general consumption, and that the
wants of society are confined to the commodi-
ties thus furnished. The object of each indi-
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vidual, of course, is to exchange his commodi-
ties for those of his neighbours. In order to
effect this, he first sells them to the dealer for
a hundred pounds, and each individual does
the same; this absorbs the #£1,000 in circula-
tion. . The money thus received, therefore, re-
presents the commodities sold to the dealer;
and as the wants of each individual, or those
to whom he pays or lends the money, arise, they
come to the dealer with it, and receive for it
that portion of the commodities originally sold
to him, which it will command.

When the dealer receives the money in pur-
chase of any particular commodity for con-
sumption, he of course returns with it to the
original producer of that.commodity, purchases
an.equal quantity in order to replace it ; and
the producer again puts forth the money into
the market, either by lending or paying it to
others, or in order to supply his own consump-
tion. By these means, the supply in the market
is always equal at least to the value of the mo-
ney in, consumptive circulation, and the money
is an order upon this stock for the value it ex-
presses.

It is of no consequence what description of
money; it is 3, its; intrinsic value is totally unim-
portant 3 its value to those who receive it con-
sists in its being the actual representative of a
given quantity of consumable commodities.

Y2




Merchant Stock.

If the wholé ‘income of society had always
been spent in-actual consumption, the stock of
goods in the‘market could never have exceeded
inamount” the value of money in circulation,
though ‘it never could' have been less. ‘But
shopkeepers, manufacturers, and others; find'it
eonvenient to 'keep' larger stocks ori‘hand than
this would amotint 6. 'In order to incredse
them," therefore,! instead of spending their pro-
fits’in’ actual, they asually spend a partof them
in! eommercial ‘consamption. * They purchase
the particular ¢ommodities in' which they deal,
with tiie_ir profits ‘or income, instead of purchas-
ing eommodities*for their ‘own consumption.
By this, proditction is equally promoted; though
consumption does not actually take place. The
commodities thus laid up, however, cease to'be
tepresented by the money in consumptive cir-
culation : ‘so'far “as- regards it, they appear o
ftave been ¢onsumed; the prodicer has placed
a commodity in the market, and though “that
may ‘not be conisumed, money has been return-
ed-apon’ him for ‘a’ fresh supply; to 'be placed
there the same'as if'it had. : :

For the sake'of “distinction, we have termed
that stock"Which' is represented by the money
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in actual -circulation, market stock ; and the
stock which exceeds this, 'we have termed mer-
chant stock.. Commereial stock might at first,
as it is-an-old termy, appear the most proper to
mark this distinction ; but, ‘correctly speaking,
commercial-applies as much to one stock as the
other.

The objeet of the dealer in thus accumula-
ting a merchant stock, is to provide against any
falling off in the regular supply, or market
stock of the commodity in which he deals. The
production: of all commedities, except victual
produce; is regulated by the supply and the de-
mand.  When the original producer brings to
market more/goods than the community wants,
thie 'dealer will not give him the money for them
which! they are actually worth, and he: ceases
to produce so much as' before. Oneextreme
begets the other, and the supply thenfalls be-
neath the regular demand. When this occurs,
the-dealer birings into the market his merchant
stock, puts himself in the situation of the pro-
ducer for, thetime being, and provides for the
regular consumption; without any inconvenience
having been suffered by society from the want
of 'supply, which would otherwise have been
felts! |

This is the legitimate object of 1all stocks of
commodities which are held by dealers. Be-
yond whatis -sufficient, for the attainment of
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this purpose, they can never accumulate to any
amount. In those commodities, the supply of
which is certain and regular, and easily attain-
ed, the stocks held are comparatively small.
In foreign commodities, the supply of which is
received from distant countries, or cannot be
calculated upon with certainty, the stocks are
generally large. = With all foreign trade this
must necessarily be the case. The foreign com-
modities consumed, as we have before shewn,
merely represent home commodities exchanged
for them. When brought into the market,
therefore, they are isold for money, which re-
presents home commodities. As a foreign com-
modity is placed/in the market, a home commo-
dity of equal valueis taken out of it.. The
market. stock is not increased in value by the
exchange.  The foreign commodity only re-
presents ‘the home commodity purchased: for
exportation with the money, or with an equal
sum with that for which it sold. ~ Both the fo-
reign and the home market, however, must be
regularly supplied with ‘the respective ecommo-
dities'exchanged. Inorder to this, a'very large
merchant stock both in ships conveying the
commodities between the two countries, and in
warehouses and shops, at both ends, must be at
‘all times on hand. .

The consumers know nothing of the com-
‘mere¢ial operations by which they are supplied;
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but in the price of the commodity, pay a profit
to the dealers for their trouble, and the stocks
which they thus continually hold.

Effects of an increased Supply of Commodities.

Should a producer bring an additional sup-
ply of his particular commodity to market,
when both the market stocks and merchant
stocks, which the dealers think proper to hold,
are full, if he is determined to sell, he must re-
duce the price of the commodity in order fopro-
cure a demand for it. - In this way, he brings it
within the reach or attraction of the money in
consumptive circulation, which has one of two
effects, or perhaps both : it either increases the
consumption of the commodity, or diminishes
the supply of it by others. If'it is an article of
first necessity, such as food, it increases the
consumption ;. if an article of less, but still of
great necessity, such as cloathing, it may do so,
but in a less degree. 'With most articles, howa

ever, except food, its principal effect is to: di-
minish the supply by others; and, at the same
time, induce the dealers, if they can command
monéy, to increase their:merchant stocks: They
buy up the ecommodity sold beneath the cost
price. - Their stocks, however, being much
larger than usual; they will not purchase more,
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except upon the same or lower terms. The

richer producers, in consequence, being unable

to get the -market price, or what they can sell

their cominodities at with a profit, hold back

their supplies until the additional quantity is

carried off by the regular demand, and the

usual supply is again required. The same is

the case when any particular dealer brings his -
merchant stock into the market, by selling it

off beneath its value; other dealers cannot ef-

foct sales, and therefore will not purchase of
the producer until the stock thus sold is con-

sumed. By this diminished market price of
any particular commodity, the money in con-

sumptive ¢irculation will go further in the pur-

chase of commodities generally, and the con-

sumption will of coutse be increased ; but it is

probable, that a principal share of the increased

consumption will fall upon other commodities,

and not altogether, as has been supposed, upon

the particular commodity whose price is dimi-
nished.

Quantity of Commodities of which the Market
Stock is composed.

Now, the market stock of commodities must
always be equal in quantity to supply consump-
tion, during one revolution of the currency n
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consumptive circulation. The ten persons, in
the imaginary case stated, would furnish a stock
sufficient to supply the consumption, until the
money they received and expended came round
to them again, in a demand for more. Had the
£100 of each individual been the representa-
tive of double the quantity of goods, there
would have been double the consumption, be-
fore this revolution was performed; or had it
represented half the commodities, the consump-
tion of them could not have exceeded that
amount.

The annual preduce of a: nation, however,
and the annual consumption are equal. A per-
son does not take his commodities to market be-
fore they are wanted; and as soon as he does
so, his demand, directly or indirectly, for the
commodities of others, becomes equal fo their
demand for his. Upon receiving the money for
his goods, he sends it forth i a consumptive

demand, by himself or those to whom he pays

or lends it, to the extent of its value. '
Consumption is also regular. - The consump-

tion of one month is, en the average, equal to

the consumption of another. A spendthrift

may get rid of his fortune in a very short time,

but. he can only do so by purchasing the savings

of others.. He may waste his propesty by losing

it at play, or by squandering it in different

ways. Bat, in this manner, it only changes
z
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hands'; he cannot force consumption much be-
yond its ordinary pace; what he himself eats
and drinks, forms but a small part of his expen-
diture. Other people, though they may acquire
his money, will not forget, if he has done it,
that they have to live through the year, as well
as at present; or should they, they can only
throw it away as he has done : it will come in-
to the hands of more prudent people at last.

The consumption being regular, the revolu- -

tions of the currency, on the average, must be
equally so: thus if we take the income of the
society, for the sake of example, at 432 mil.
lions, and the currency at 72, it must necessari-
ly perform six revolutions in the year, or one
every two months; and the market stock of
commodities would in that case always be equal
to two months consumption.

The Money in consumplive Circulation must al-
ways be equal to the Value of the Market Stock
of Commodities.

Whatever be the quantity of money in con-
sumptive circulation, it must always be equal
to the value of the market stock of commodi-
ties; let that stock be great or small. = The ten
persons in the supposed case, who sold their
commodities, would acquire in the money they
received, the power of consumption equal to
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the commodities placed in the market; and by
the expenditure of this money, the whole in
the regular time would be consumed : and this
is the case with society at large. But when
money comes into a country by the balance of
trade, it comes in a demand for commodities
which their cheapness has caused, while the

money previously in circulation, furnishes a

demand equal to the supply. The foreign mo-
ney thus introduced is not the representative
of any commodities in the market. Hence a,
demand is created greater than the supply.
This being the case, commodities must rise in
price equivalent to this increased demand. The
foreign money introduced has the same affinity
for the commodities in the market, as that
which was in previous circulation. But the
supply of commodities being less than the de-
mand, an elevation of prices must take place
in order to bring them to a parallel ; and the con-
sumption of the producers, or those who pos-
sess the money in previous circulation, is of
course proportionately reduced. Every rise in
price is the consequence of increased demand
by those who are willing to pay more, and the
immediate effect is a reduced consumption on
the part of those who-are unable or unwilling
to give the increased price. « When, however;,
the money makes one revolution, the producers
are placed on the same footing as before. The

Z 2
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increased price of commodities has increased
their incomes; and the power of consumption
derived from their income becomes equal to
what it was previous to the foreign money
coming into the market. A general rise in
prices has taken place, by which room is made
for the additional 'money introduced into the
country, to circulate. ~ Tt still therefore repre-
sents the market stock of commodities, or two
months consumptionn ; an alteration in the va-
Ine of money alone has taken place. Just the
reverse is the case when money is exported. It
is originally acquired by a quantity of eommo-
dities for consumption being placed in the
market, which waits the return of i, or an
equivalent value, in order to be consumed. The
possessor of 'the money, however, either from
inclination 'or cheapuness, increases his con-
sumption of foreign commodities; and this deter-
mines the balance of trade against the country:
by which means the money instead of pro=
ducing the consumption of an equivalent value
of commodities in that market where its con-
stituent valae is deposited, is transported to a
foreign market, in order to replace those fo-
reign commodities, the increased consumption of
which'has taken place; or, which is, in effect, the
same, the dealerin consequence of a diminished
foreign consumption, instead of purchasing as
usual, home produce with the money he re-
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ceives, with which to pay for the foreign .com-
modities imported, sends the money out of the
country for that purpose. In this case, the
demand for home commodities is reduced ; the
dealers are under the necessity of selling them
at a lower rate ; and the consumption of those
who possess the money left in circulation is in-
creased. But after one revolution, the income
of the producers begins to fall in equal propor-
tion, and a general reduction puts income and
expenditure upon a par again ; and the chasm
thus caused by the money exported is filled
up: Hence the money in “the world, orany

particular nation, is always rendered sufficient

for the use of it.

Precisely the same are, the effects produced
by.money which is issued by banks. It is ad-
vanced upon the security of property or person-
al sureties, and represents property or eapital,
but possesses, in the first instance, no constitu-
ent.value of commodities in the market. Those
who borrow it, however; for consumptive circu-
lation, 'expend it in consumption, and by a
consequent increase ‘of prices it makes way for
itself. - A contraction of currency produces the
opposite effect : it leaves in the market commo-
dities of equal value tojitself, without the means
of consumption at existing prices; and it is only
by a reduction of prices adequate to the de-
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mand thus reduced, that the market stock can
be carried off.

Abstraet Circulation.

The abstract circulation of a country is that
part of its- meney which is employed in making
transfers of merchant stock, capital, and proper-
ty.. In every country the sales of property,
transfers of capital, and transactions in merchant
stock, must bear some proportion to the quan-
tity of its consumable produce, in the power of
commanding which their value consists; and
money is equally required to conduet them.
In this use of it, however, it is an abstract mea-
sure of value ; it represents no constituent com-
modities in the market. Upon the average, a
given quantity of the money in circulation must
be thus required, and it must have been first
taken out of consumptive circulation, in order
to be so employed ; a reduction of prices must
have consequently taken place. This, however,
would only have the effect of determining the
balance of trade in favour of the country ; and
the money thus absorbed, would be replaced by
a foreign importation. . If at any time the aver-
age transactions in capital should be diminish-
ed, or an economy in the use of money thus
employed be introdneed, it would again descend
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into consumptive circulation, increase prices,
and determine the balance of trade the other
way.

Ally variation in the quantity of money in
consumptive circulation, must also vary the
quantity in abstract circulation. It must drawit
down as it diminishes, raise it up as it increases.
As the value of money increases by the quanti-
ty in circulation being reduced, the value of
property must sooner or later fall likewise ; and
less money be required to conduct the ex-
changes of it; it is the quantity of consumable
commodities it willl command that ultimately
determines the value of all property. On the
other hand, as the quantity of money in con-
sumptive circulation increases, the value of
property in money, for the same reason, must
re-increase with it.

With bank notes the difference is, that the
money in abstract does not descend down into
consumptive circulation, whereas with metallic
money it is taken up from it.

With the same State of Prices, the Quantity of
Money required varies.

The quantity of money required to conduct
the circulation of a country, even with the same
level of national prices, is not always equal.
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When there is a demand, for money, and it )
performs its revolutions quicker, and a less

quantity is necessary. Instead of performing
six revolutions in the year, it may perform se-
ven. ' In order, therefore, to represent a value
of 482 millions, it would require, in that case,
niot quite 62 millions, ‘instead of 72, which with
only six revolutions, would be necessary.
Whether the currency moves quickly or slow-
ly, however, is of no importance to the foreign

becomes scarce, or when the interest of money
and profits of trade rise, an economy in the
useof it begins to take place. If a person can-
not raise money, he will purchase goods upon
credit; by which they are taken out, as it were,
from under the money which represents them,
This has the effect of raising prices, the same
as if an additional quantity of money had been
brought into circulation, ‘The diminished quan-
tity of commodities which the money in . circu-
lation will command, raises the price of them,
determines the balance of trade against the

consumer; therefore as soon as prices, by an ac-
celerated motion, began 'to rise, the foreign de-
mand would diminish, if prices were previously
at'the national level, until by an unfavourable

s
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country, and part of it is remitted abroad, until
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the prices resume theirusnal level. Tradesmen,
under these circumstances, often make large
profits, and, instead of receiving payment in
cash, not unfrequently take a mortgage, or
other securities, fer their debts. Being also in
the habit of selling for credit, they are obliged,
on the other hand, to require it. This leads to
bill transactions, by which, knowing the.day
that their payments are to be made, they are
satisfied if they can acquire the money neces-
sary for the purpose, by the time it is wanted,
and keep none idly by them. As money be-
comes, scarce and valuable, people are thus
more economical in the use of it. If a profit is
sure to be made, by turning it over, none of it
is allowed to be unemployed. It, consequently,

balance of payments, the quantity of money in
circulation was reduced, and prices resumed
their former state. The only difference in this
¢ase'would be, that the market ‘stock on hand
would be reduced in proportion as the motion
increased = if it was increased one seventh, the
market stock would be reduced in that amount:
a greater market stock would not be necessary
than what was equal to the consumption of be-
tween six and seven weeks! A still greater differ-
ence, however, would perhaps take place in the
amount of money in abstract circulation. Bills
of exchange, in the transactions of merchant
stock, are very much substituted for money when
it is scarce. I have heard that in Lancashire,
during the war, there were five bills for one in
2°a
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circulation at present ; and I have no doubt this
was also very much the case in other places.

On. the other hand, property is also much
more valuable, and there is a greater quantity
of capital, when the interest of money is low;
and more exchanges of it are made, at least in
this country : for when government securities
pay the legal rate of interest, there is compara-
tively very little borrowing ‘and lending by in-
dividuals : government itself borrows the bulk
of what there is to lend. Thus both the number
and value of such transactions being greater, a
larger quantity of money in abstract circulation
is required.

When there is a difficulty of finding employ-
ment for money, profits of trade also fall, and
credits are neither given nor received as before ;
the market stock becomes larger, and ' more
money is required to represent it at the national
standard ; there are not so many bills in circu-
lation, and generally there ‘is less economy in
tie use of money, for which it is difficult to
find a profitable employment. Thus in times
of peace, when the interest of money is low,
much more money is required than in times of
war, when the demands of government increase
its value.

With the increase of machinery and capital, a
greater quantity of money in circulation will also
become necessary. Suppose for instance, that by
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the aid of capital and machinery, labour is ten
times more productive than it used to be, and
that for the use of this machinery and capital
100 per cent. profit is charged; the produce of
labour will be now one-fifth as cheap as it was
before, but upon the aggregate, it will be worth
twice the money, and will take twice the mo-
ney to represent it in the market. The same
with commodities which are taxed; taxes in-
crease their monied price, and render a greater
quantity necessary to promote their consump-
tion.

When the foreign trade of a country is ex-
tended or curtailed, a larger or a less supply of
money also becomes necessary. At the time
that we were shut out from all legitimate trade
with Europe and the United States, and our
supplies of foreign commodities were compara-
tively small, less money must have been' re-
quired, and, a smaller amount would then of
course, express a higher state of prices than at
present.

The effect of good and bad Seasons upon the
Circulation of Money.

s« A French author,” says Dr Smith, * of

“ great knowledge and ingenuity, Mr Mess-
2aA2
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« ance, receiver of the taillies in the election
« of St Etienne, endeavours to shew that the
«poor do mere work in cheap than in dear
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years, by comparing the quantity and value
of the goods made upon those different occa-
sions, in three different manufactures; one
of ‘coarse woollens, carried on at Elbeuf’;
one of linen, and another of silk, both of
which extend through.the whole generality
of Rouen, It appears from his account,
which is' copied from the registers of the
public offices, that the quantity and value of
the goods made in those three manufactures,
has generally been greater-in cheap than' in
dear years; and that it ‘has always' been
greatest in the cheapest, and least i 'the
dearest years. -All the three seem to be' sta-
tionary manufactures, or which, though their
produce may vary somewhat from year to
year, are upon the whole neither going back-
wards nor forwards.

¢« Tt is because,” observes Dr Smith, “ the
demand for labour increases in years of sud-
den and extraordinary plenty, and diminishes
in those of sudden and extraordinary scarci-
ty, that the money price of labour sometimes
rises in the one and sinks in the other.

“« Ina year of sudden and extraordinary plen-
ty, there are funds in the hands of many of'the
employers of industry, sufficient to employ
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and maintain a greater number of industrious
people then had been employed the year be-
fore ; and this extraordinary number cannot
always be had. Those masters, therefore,
who want more workmen, bid against one
another in order to get them, which some-
times raises both the real and the money
price of their labour.

¢ The contrary of this happens in a year of

sudden and ~extraordinary .scarcity. ~The

funds destined for employing industry .are

less than they had been the year before. A

considerable number of people are throwniout

of employment, ;,who bid one against another
in order to get it, which sometimes lowers
both the real and the money price of labour.

In, 1740, a year of extraordinary scarcity,

many people were willing to work for bare

subsistence.  In the succeeding years. of
plenty, it was more difficult to get labourers
and servants.”

Men may and will no doubt be excited to
additional labour with the hope of making more
money; but not by the mere effect of, cheap
provisions.  If at their ordinary rate of wages
they can live better, and do not work less, they
will:not: be induced, for the same money, to
work more... They might be induced. to: work
more, did wages fall with the price of provi-
sions 3 but it appears on the contrary that they
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rise—that the fund for the employment of la-
bour or the monied demand for it increases.
A fall in the wages of labour, however, is the
result of an additional supply of labour itself,
and though it may: be the ultimate, is never
the immediate effect of abundance. The diffi-
culty - of procuring provisions, as Dr Smith
states, may induce men to. bid against each
other, and lower their wages for the sake of
additional employment, but abundance never
produces that effect.

At the time that Mr Messance wrote,
as . well as now, the currency of France was
metallic, and asa good harvest does not grow
money as well as provisions, the increased
monied demand for labour must have been the
result of an alteration in the movements' of the
currency.  Were this not the case—did there
not exist a greater monied demand for labour,
there could only be the same monied demand for
provisions : the increased supply would conse-
quently have to be sold at a proportionably less
price, and the farmer would gain nothing by the
quantity exceeding the average supply which he
brought into market ; while it is not improba-
ble that the low prices of the necessaries of life
would induce men to work less instead of more.
This would probably convert a year of abun-
dance, which is considered a blessing, intoa
curse : it would become a year of riot to the
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poor, and of loss to the farmer: instead of be-
ing an advantage to both, it might prove a
moral evil to the one, and a pecuniary disad-
vantage to the other.

Money, as we have already stated, in its pro-
gress to consumption, has in general to pass
through many hands. - The proprietor, we shall
say for example, pays it to his mortgagee; his
mortgagee to his bookseller; his bookseller to
his shopman 3 his shopman to his landlord ; his
landlord to his house-painter ; his house-paintex
to his colour-man ; his colour-man to a foreign
merchant ; the foreign merchant to a British
manufacturer ; the British manufacturer to his
workmen ; from ‘the workmen, through the
miller, baker, &c. it will come into the hands
of the farmer ; and from him again be paid to
the proprietor. It may also ‘be observed, that
it 'would miove much more quickly after it'came
into the hands of men of business ; and while it
would not stop a day with the labourer, it would,
from the quick nature of their returns, probas
bly rest a shorter time with the baker and mil-
ler, ‘than in any part of its progress previous to
its coming into the labourer’s hands. Had this
money, however, been lodged in a bank, in-
stead of ‘making the: circuit through which we
have traced it, it would have most’ likely been
at once lent out.to the manufacturer, and would
have returned in demand for the commodities
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placed in the market, in a tenth of the time,
Now in a year of extraordinary abundance, this
is the progress of that part which exceeds the
farmer’s average gains :—The price of corn
does not fall in proportion to the increased sup-
ply; and the surplus above what is necessary
for his rent is placed in banks, or lent to those
who immediately expend it in the employment
of labours by which means it makes shorter cir-
cuits, more’ labour is employed, and a greater
consumption is' created. The poor thus enjoy
all the advantages of the abundant season ; but
it is in that way best suited to them, in a moral
as well as in a physical point/of view. Money
being more abundant, creates itself employment,
either by the increased facilities' with which it
is lent out, or by the reduced interest which is
charged for it ;; by which means traders are in-
duced to increase their merchant stocks, and peo-
ple in general to enter into undertakings in
which the employment of labour is involved ;
but which, with a greater scarcity of money,
they would not have attempted.

In years of scarcily, on the other hand, the
very opposite effects are produced. ~As with
an increased supply of food, nature thus pro-
vides an increased demand for. labour, so with
a scarcity of food, the demand for labour is re-
duced. By these means, when there is less food,
less is required, A man with little work can
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be supported upon a smaller quantity of provi-
sions than with full employment. If there was
the same employment for labour, and the same
money brought into the market in demand for
provisions, the consumption would have to be
kept down to the supply by their excessive
price, while the farmer would hardly be a suf-
ferer ; his loss in quantity would be made up in
price.

In bad years, however, the farmer cannot
get a price at all proportioned to the deficieney
of his crop, and is unable to ‘pay his rent in
consequence. He is under the necessity, there-
fore, 'of withdrawing money from bankers or
others, which he has saved in better seasons,
or his landlord is obliged to give him credit to
another year, and borrow 'money to meet his
expenditure until his rents'can be paid him.
Thus a demand for money is created, and
bankers are obliged to reduce their accommo-
dations to trade, in order to meet it. It can
only, however, be acquired by placing commo-
dities in the market. This renders it necessary
for tradersto reduce their merchant stocks, in
order to be able to meet their engagements.
The money, therefore, called in by the banks,
and paid to the farmers,” or' lent on “better
terms to their landlords, 'now represents not
the immediate productions of labour, but the
merchant stocks of tradesmen, the production
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of previous years. This necessity of reducing
their stocks prevents them from purchasing
their usual supplies, and labour is thrown out
of employment adequate to the demand for
money thus ereated and supplied. '~ That money
which represents previous labour will not create
a frésh demand. It is only the money in cir-
culation which represents food that can ever do

s0; and there would only be a demand for la-

bour in proportion to the food in the market
for its support. Should the cheapness of la-
bour in any particular trade induce wealthy in-
dividuals to increase their stocks rather than
diminish them, they can only do so by aequi-
ring possession of that money which represents
the ‘market stock of provisions. Hence their
demand for labour must reduce the demand for
some other description, the employment of
which does not hold out equal temptations.
Individuals may alter the channel, but cannot
increase that general demand for provisions
which the failing crop has curtailed. Were
this principle perfect in practice, there would
be no rise in the price of provisions whatever.
A portion of the wages of labour, however,
and of income generally, which had hitherto
been spent in other commodities, is in a scat-
city exclusively appropriated to the purchase of
food. Provisions consequently rise, and other
commodities, the produce of previous labour,
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fall ; but more present labour is in consequence
turned out of employment.

A failing crop, it is thus probablc, has not
so much the effect of raising prices, as of re-
ducing employment ; and this seems a wise dis-
position of Providence. If men are to have
little food, it is evidently better that they should
also have little work. Had they the same em-
ployment, it would not increase the supply of
provisions, while it would increase the necessity
for them, and add to. the. evils of scarcity.
That the demand for provisions is thus curtail-
ed with the supply, and prices prevented from
rising, is consistent with experience. In 1740,
which Dr Smith speaks of as a year of great

scarcity, there was very little demand for la-
bour, but the price of wheat does not appear
to have risen above 30 per cent.: viz. from 34s.
to 45s. per quarter; and as it was then much
more exclusively the food of the rich than now,
other grain perhaps might not have risen in

equal proportion.

At that time the circulation of the country
was. principally metallic. , With the  power
which the banks possess of making mouney or
destroying it at pleasure, very different effects
might be produced ; but this falls more proper-
ly to be considered in the next chapter.




A small Addition lo the Currency may produce
a great Effect upon Prices.

If the carrency makes six revolutions in the
year, it is evident that the addition of one mil-
lion must make six in the annual income. But
should it make on the average twelve, which I
think is at least as probable; then an addition
of one million would make a difference of twelve.
The very great difference in prices which occa-
sionally does take place, without any compara-
tively great alteration in the amount of money
in circulation, -seems to warrant the inference,

that the proportion of money in consumptive
circulation is less, and the number of revelu-
tions which it performs in the year greater, than
might be at first supposed. But I am not aware
- of any correct data by which to come at certain
conclusions on this subject.

CHAPTER XIX.
Paper Currency.

Tue principal circulation of this country is
composed of the promissory notes, payable in
metallic money on demand, of public and pri-
vate banks. In England, this money is issued
by one public bank, the Bank of England, ‘and
by several hundred private banks." In Ireland,
it is also issued by one public bank, the Bank
of Ireland, and a number of private banks ; and
in Scotland, it is almost totally issued by pub-
lic banks, or joint stock companies, constituted
on the same principles, though not equal in
magnitude to the public banks of Ireland and
England.

For a more particular inquiry with respect to
the advantage which joint stock companies
possess over-private banks, we must refer the
reader to the Essay which he will find at the
end of this treatise; and as a proper under-
standing of the present system of banking seems
connected with, if not necessary to, the consi-
deration of the branch of the subject at which
we have arrived, we shall recommend the at-
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tention of the reader to that Essay, before he
proceeds further.

It may not be improper, however, as an ad-
ditional argunment, to remark that the charters
of the Banks of England and Ireland, by pre-
venting more than six partners from entering

into any banking concern, have the effect of still
further contraeting the number even below that
amount. The business of banks, as we have
shewn, is to, deal in money, and they do not
require capital, for that purpose, but credit;
though capital is necessary, in order to give
credit.  The capital of private banks, however,
not being known to, the public, does not con-
fer credit, and private bankers have no induce-
ment to advance,money. ~ Private banks are in
general, therefore, set up by men of property
or credit, who join their respective credits to
establish the concern, without any advance of
capital. If we suppose, therefore, a private bank
to commence with six partners, the full number
allowed, it must either do well or ill, or neither
well nor ill.,. If it is not doing well, hoWwever;
it‘may be said to be doing ill ; for in that case
it leaves no adequate compensation for the risk
which a private banker runs. If it is doing
well, it has probably got into good business and
credit. In this case; should a partner die, the
credit of the bank would be such as to render
one to supply his place unnecessary; and
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another would not be taken in; merely for the
sake of receiving one-sixth of the profits of a
flourishing business.  The remaining partners
would divide the share amongst them ; and.this
they would continue to do as the partners drop-
ped off, until the number was as few as the
credit of the bank (considered to be firmly
established) could be-supported with. If the
bank was a bad concern, no new partner would
join it. If it was neither good nor bad, there
would be no temptation to do so. Hence with
private banks, the number of partners under the
present law gravitates downwards, until ‘each
bank presents the least security to the public
with which it can possibly exist. Consequently,
though six is allowed, there are not more than
three partners to each bank on the average of
the kingdom ; and as at least one of these is an
acting partner, there does not appear to be
more than two persons of property to support
the -eredit .of each concern, even presuming
every partner in a bank but the acting partner
to' possess the fortune requisite for such an
establishment.. The effect of the present law,
therefore, is to give each bank as little credit,
instead of as much, as possible.

Paper, as Money, of the same Value as Gold.

The notes of these banks are issued in dis-
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count of commercial bills, in loans upon per-
sonal and other securities to individuals, and by

the Bank ‘of England, partly in discount of

commercial bills, but principally upon bullion,
and in advances to government.

This paper, inits character of money, is of

the same valué as gold. Gold, as a commo-
dity,” possesses ‘intrinsic value, which bank-
. notes'do not ; it represents a value in materials,
labour,' and capital, which has been expended
in procuring it; but as money, it is only worth
the “commodities in the market that it repre-
sents, whatever it 'may have 'cost; and paper
money is the same. Each individual who ori-
ginally acquires paper 'in- consumptive cireula-
tion, does so by placing commodities in the
market.

Paper and Metallic Money are introduced into
Circulation in the first Instance upon different

Principles, but the Effect upon Prices is the -

same.

Metallic money is introduced into circulation
by a foreign demand for commodities, in con-
sequence of ‘their cheapness; whereas paper
money 1s introduced by the demand of indivi-
duals for money itself. The metallic money
which comes into a country, has been the re-
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presentative of income in the country from
whence it came ; whereas paper money is made
for the purpose of the demand which it sup-
plies.

Paper money, therefore, when first issued,
represents no constituent value in the market:
property, or personal sureties which are indi-
rectly the same, have been pledged for its re-
payment : the person who receives it, has depo-
sited with the bank of which it is borrowed,
value of inconsumable property, equal to what
he has received ; but he has placed no commo-
dity which it represents, in the market, and a
demand in the market is, therefore, created be-
yond the supply. By thismeans, an elevation of
prices takes place 3 and the paper makes way for
itself, in the same manner as metallic money in-
troduced by a foreign demand, as previously
described.  Precisely the reverse is the case
when notes are taken out of circulation. A
certain value of commodities is left in the mar-
ket, without the money which represents them,
and priees, consequently, - fall to a parallel with
the quantity of money which remains.




The Effect upon Prices produced by an Alfera-
tion in the Issues of Bank Noles, sufficiently
proved by Experience.

The effect in elevating and depressing priees,

produced by any alteration in the circulation of-

banks, is a fact now perfectly notorious, and to
prove it, by a reference to particular instances,
unnecessary: 1 shall, however, mention one,
which eceurred with the Bank of France.  Mr
Haldiman, in his evidence before the commit-
tee of the House of Commons, appointed in
1819, to consider the expediency of the Bank
of England resuming cash payments, gives the
following particulars :—
¢ T think there would be great distress occa-
sioned in the commercial world by the forced
reduction to which I have alluded. Prices
cannot be forcibly lowered without producing
very great mischief in trade ; we should all
feel the effects of it, some directly and some
indirectly. I express myself rather strongly
upon this point, because I happened to be in
Paris, in October last, when the bank reduced
its issnes upon discounis very considerably
and suddenly ; the distress and failures which
took place, in consequence of this measure,
went much beyond what any merchant could
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% have anticipated. The issues of the Bank of
« France upon discounts, at that period, were
¢ 130 millions of francs, which was more than
s double the highest amount that was ever
« previously known. I believe the discounts
« psually were from 25 to 85 and 40 millions.”
It must be observed, that a contraction of is-
sues, by curtailing advances to trade, has a dou-
ble effect; it not only reduces the demand for
commodities, but it increases the supply of them.
The merchants, by the liberal accommodations
of the bank, had no doubt been induced to in-
crease their merchant stecks, and extend their
transactions ; and when suddenly called upon to
répay the money borrowed, their only mode of
doing so would be, to force their stocks into the
market. This, at any time, would be a great loss ;
but as the money was not lent out again by the
bank in promoting consumption, and did not
return into the market, the demand would be
reduced in equal proportion. Thus, therefore,
in the same degree that the commodities in the
market exceeded the average supply, the money
in the market would present less than the aver-
age demand.
« This step on the part of the directors of
the Bank of France; was occasioned by the
following circumstances :—The metallic cur-
rency was leaving the country in every direc-
tion, owing, in all probability, in some trifling
2¢c%
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degree, to the over issue of paper ; partly to
some large financial operations in Russia, and
partly to the enormous payments that France
had engaged to make to foreign powers,
which amounted/nearly to 20 millions ster-
ling. ' The Paris bankers, therefore, antici-
pating a great demand for bills upon all fo-
reign countries, were remitting specie to meet
the drafts, which they intended to negociate
to the agents of all those foreign powers, with
a small advance upon their remittance. The
sudden diminution, however, of the discounts
of the bank, causefl the exchange to turn in
favor of France, and immediately paralized all
their operations ; the metallic currency made
a'retrograde ‘movement, and was restored
to Paris and to those parts where the greatest
distress had ‘been felt. 1 have stated these
circumstanees thus minutely, because I think
them perfectly applicable in reasoning, though
not in extent, to the case of the Bank of

England.”

It appears also that the extension of issues
was sudden as well as the contraction. Mr
Haldiman states, that the great increase took
place he believed in June, July, August, and
September ; while the reduction took place in
October. There is little doubt that the effect
of the payments made by France to foreign
powers, would have been to have determined
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‘the balance of trade against the nation ; but as

these payments were made gradually, and prin-
cipally by loans contracted in other countries,
we should hardly think that they were the cause.
It is much more probable that the extent and
suddenness of the issues made by the bank,
had produced that effect which was so immedi-
ately counteracted, but with such ruinous con-
sequence to individuals, by its retracing the
steps that had caused it.

With @ Metallic Currency, sudden Fluctuations in
Prices could not happen.

As the philosopher’s stone has not yet been
discovered, neither individaals nor bodies have
the power of making gold at pleasure, and we
are pretty well assured that it is never their
pleasure to destroy it. The directors of the
Bank of France might desire to circulate its
notes, but it is quite clear that they wished to
keep the gold in the country also. "No increase
or reduction therefore in the amount of money in
circulation could be made with a metallic curren-
cy, except through the medium of trade: there
would be no aequiring it except in the regular
channel of circulation. If'a person saved money,
he would lend it out at one rate of interest or
other; and if he placed it in the hands of
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bankers, they would do the same. A banker
does not receive deposits to let them lie idle:
whether he pays interest for them or not, he
lends them out en the best terms he can get.
A banker who issues his own notes, may, for dif-
ferent reasons, be unwilling, orunable, to lend
them at less than a given rate of interest; but
did he deal in metallic money the case would
be different. If he paid nothing for his deposits,
he would consider that no reason why he should
get nothing for them ; and if he could not get
a high rate of interest, however low, it might
be, he would take the highest he could get.
If he paid interest for them, he could not af-
ford to keep the money in his coffers; but the less
he could get, of course, the less he would give.
"Thus metallic money is always kept in circula-
tion.

Hoarding to a small extent perhaps is gene-
rally practised, but not to be worth notice ; and
there is perhaps upon the average an equal
sum applied in that way: as one hoard aceu-
mulates, another is brought into circulation,
from one cause or other.

Principles which govern the Demand for Bank
Paper.

There are two principles which govern the
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demand for bank paper : the value of money
compared with the interest which banks charge,
and the internal balance of trade.

The Value of Money compared with the Interest
which Banks charge.

There can be no question that if the banks
at this moment were to lower the interest of
money to one per cent. there would be a very
extensive demand for bank paper upon the most
unexeeptionable securities. Ontheother hand,
if they were to raise the rate of interest they
charge to 10 or 15 per cent. there is as little
doubt that all their creditors would pay off their
debts as soon as possible, and they would find
but very few new customers upon such terms.

The legal rate of interest, however, in this
countryj; is 5 per cent. above which banks are not
allowed to take; while they perhaps cannot afford
to charge less than four. Bank notes are sub-
ject toa stamp duty which diminishes the profit
of issuing them ; and it is found indeed by ex-
perience, that private banks would rather con-
tract their issues, than take even less than' five.

Now when money is worth more than 5 per
cent. there is a great demand upon the banks
for their notes, and when it is worth less, the
demand declines; in the first case they are
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enabled to extend their issues ; in thelast they
contract of themselves. ‘

We have seen in a former chapter, that the
value of money is determined by the demand
for it, and that with the demand the rate of in-
terest rises or falls. Preyious to any general
extension of bank issues, therefore, it will al-
ways be found that a demand for money has
arisén which has increased the value of it; on
the | contrary, when the value of money has
fallen below 5 per cent. we shall find that a con-
traction of ‘bank issues has been the conse-
quence.

Between the rate of interest paid by govern-
ment and the value of money to individuals,
there is probably about oneper cent. difference :
at least when government, securities are above
60, and ‘the usury law does not increase the
distance = when they are beneath 60, the dif-
ference may be 3 or 4 per cent. At present
individuals, however, give 5 per cent. and the
funds pay four.

Since 1798, until within these five years; mo-
ney has always been worth 5 per cent. and up-
wards to individuals ; and no involuntary con-
traction of bank-issues has taken place: the
banks have had as great a demand for their notes
as they thought proper ito: supply, under.the
checks from other causes to which they were
subject.

The circulation of the Bank of England is
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niot so liable to contraction from an alteration in
the value of money. It is principally issued,
not in loans to individuals, but to government
upon exchequer bills. The interest of these
bills, by a bargain with the bank, government
may reduce, but they are not paid off in conse-
quence of a fall in the value of money, as is
the case with debts due by individuals.

Internal Balance of Trade.

Each district has its balance of trade, as well
as each nation : it is as necessary between two
counties as two kingdoms: it is of no import-
ance in what its circulating medium consists,
whether in metallic money, Bank of England
paper, or local notes, the pringiple is the same.
A person whose property is in Northumber-
land, may-live and spend his income in.Lon-
don. But in this case, a quantity of raw or
manufactured produce must, directly or indi-
rectly, be remitted from Northumberland to
him : the balance of payments must upon the
average be equal. This, however, can only be
preserved by an equality of prices. If the pri-
ces of a district are above the general level, the
balance of payments must be against it ; if be-
low, in its favor.

When banks first began to issue notes, the
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money in circulation must have been entirely
metallic, and sufficient to maintain the level of
the national prices. The only check, which, at
that time, existed to the issues of banks, consist-
ed in their obligation to pay their notes with
gold on demand. As, however, gold must then
have been very plentiful, if the credit of a bank
was good, this could be ‘hardly considered a
check of a very positive nature ; the principal
would perhaps arise from the doubts which, at
least private bankers might then feel in the
prudence of rendering their issues too extensive.
But each banker would be governed by his
own ideas on that point.

The first effect produced by the increased
circulation of any particular bank, would be, of
course, an elevation of prices in its own district;
and this would determine the balance of trade
against it. The consequence would, therefore,
be, that metallic money equal to such increase,
would be remitted to other parts of the country.
This would elevate the prices of those districts,
render the elevation more general, and money
would be ultimately sent out of the kingdom
equal to the issne which had taken place.

The limits, to which each bank would in the
end be obliged to confine! itself, would be the
circulation, at the national prices, of that part
of the country in which its notes would pass.
If it exceeded this, and still determined the ba-
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lance of trade against its own district, being
ebliged to pay its notes in metallic money, it
would be called upon for gold, in order to
make the necessary remittances. But the gold
having previously disappeared, it would be
obliged to import it from other parts of the
country to meet this demand. This importation
of gold on the one hand, would neutralize the
remittance of it on the other, and the balance
of trade would continue just as unfavourable.
The bank would consequently be put to an end-
less expence until it reduced its circulation, and
restoted prices to the national level.

The superior credit of the Seotch Banks
enabled them to issue their notes with confi-
dence; and very early to occupy the prineipal
circulation of Scotland. The theory of money
and banking being at that time very little un.
derstood, they were mot, at first, sufficiently
cautious.in keeping their issues within the ne-
cessary limits. The result was, that they had to
purchase gold in London, and bring it to Scot-
land at.a great expence, from whence it disap-
peared as soon as it was issued.  They at last,
however, discovered their mistake, and correct-
ed it. Very interesting. particulars, on this
subject, will be found in Dr Smith’s Chapter on
Money.

London is the bullion market of the king-
dom, where the exports and imports of it are
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made ; and the Bank of England the mart of
these transactions. When a demand for bullion
to be sent abroad exists, the Bank of England
is obliged to' supply it; and when gold comes
into the country, the bank generally replenishes
its coffers for that purpese. By keeping its
circulation, however, within the amount re-
quired ‘to ‘sustain the national prices, it can al-
ways prevent a demand which it is inconveni-
ent to” supply.

When'paper money came to completely oc-
cupy the eirculation of the kingdom, the issues
of the Bank of England would 'govern” those of
the country banks. All the country banks have
agents in London, and if a remittance is made

from one part of ‘the kingdom to the other, it
is’ made by~ their drafts’ upon their TLondon
agents. ' When gold had disappeared from cir-
culation, as the notes of each bank will enly
pass in ifs own district, there would be ne
other mode of remittance. The party wishing
to remit, would take into a bank the notes cur-
rent where he resided, and procure a hill upon
London for them, which he would send to his
correspondent. ' The bank would be obliged to
furnish him this bill, ot Bank of' England notes.
If it furnished him with the latter, it would have
to procure them from London, so that there
would beé no advantage in refusing him a bill;
were it' so inclined. ‘
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The trade, however, between any particular
district and' London must balance. This ba-
lance, as we have before stated, can be pre-
served only by an equality of prices; and this
equality can only exist by the circulation of
the district preserving a just proportion with
that of the Bank of England. When the bills
upon London received by a banker, and the
demand for them are equal, he advances as many
notes upon such bills on the one hand as he re-
ceives in demand for them on the other; but
if the demand exceeds the supply, he receives
moré notes than-he advances ; .while if the sup-
ply exceeds ‘the demand, he advances more
notes than he receives.  When the balance of
trade is'therefore in favour ‘of a district, the
patural! consequence is an extension of issues
by the number of London bills presented for
discount ; when against a distriet, a contraction
of issues by the superior demand for London
bills which the banks experience.

Bankers never have any hesitation in advan-
cing their notes upon London bills. They are
enabléd, with the proceeds of them, to pur-
chase into the funds, or increase their deposits
at inferest in their London agents’ hands;
and ‘though they may get less interest for their
advances, and make less in this case by the cir-
culation of their paper than if it were lent
upon home securities at 5 per cent. yet the
money is ready to meet the payment of their
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notes whenever they are returned, in demand
either for those of the Bank of England, or
London bills, without their suffering any ma-
terial . inconvenience.

If by a reduced home demand for money, in
consequence of a reduction in its value, the circu-
lation of country banks shonld continue to con
tract, keep down prices, and thus determine the
balance of trade in favour-of their respective
districts; they would in time be enabled to re-
advance their whole circulation upon deposits
in London.

When, on the contrary, an excessive.demand
for London bills exists, a bank may have funds
in London, from a previous favourable balance,

or otherwise, with which to meet it, and if the
demand for money at home is great, may re-
advance its notes, 'and thus keep up the exces-
sive cirenlation.. It this case, the balance of
trade would continue unfavourable, and fresh
demands for bills on London would arise, and
would continue until its funds in London were
exhausted. It would then be obliged to allow
its circulation to contract, or even to contract
it forcibly, in order to reduce the demand for
London bills upon it. This contraction would
lower prices, restore the trade of the district to
a balance, or probably determine the balance
in its favour: :

A banker’s deposits in London, more parti-
cularly in his agent’s hands, are usually termed
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cash. They do not, however, consist of cash,
but of capital or credits. The money is lent
out by his agents, and exists only in the shape
of debts, the value of which bas been consumed
either actually or commercially. Or otherwise
it rests on government securities, either in his
own name or that of his agents, and govern-
ment or the parties from whom the securities
were purchased have done the same. The de-
posits which country banks have in London are
considered money, because they can at any
time be furned into it, not that they in reality
consist of money, more than mortgages or any
other description of capital.

When the bankers inerease or withdraw their
deposits from London, no permanent increase or
diminution of property takes place. Each bill
they remit 18 drawn for money purchased with
commodities deposited, or to be deposited in
the London market. That reduction of prices
in the country which has determined the balance
of trade in favour of London, has produced an
actual exportation of consumable commodities
to the London market, for the proceeds. of
which the bill is drawn. Or should a person
go from the country to London, and purchase
a bill upon London with which to pay his ex-
pences, by so doing he contracts the circulation
of the district, reduces the prices below those
of London, and an exportation  of commodi-
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ties to London is the consequence. Thus com.
modities always follow, if they do not precede,
every bill-upon London which is drawn. ~ Ac-
commodation bills, or bills not founded upon
real transactions, must be met by other bills to
the same amount,- so that they never affect the
real balance of payments.

Now when-the balance of trade is in favour
of the country, and bankers increase their de-
posits in London, these effects are produced by
itz the prices of commodities are reduced in
London+ and so are the value of money and pro-
fits of trade ; while the consumption is increas-
ed. In the country, on the other hand, the pri-
ces of commodities may have fallen, but the
profits of trade and interest of money are kept
up.

The prices of commodities in London, are
not determined by the circulation of London,
but by the circulation of the district from
whenee  they. come,. upon. the same principle
that foreign commodities are not determined
by the state of prices in this' country, but in
the country where they are produced. = If the
foreign trade in corn was thrown open, the
‘prices of corn in this would be reduced to near-
ly a level with that of other countries, not by a
reduced demand on our part, but by the redu-
ced prices of te supply; and the principle is
the same with our internal trade.
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The commodities sent to London, therefore,
in consequence of a contraction of currency:
which enabled the country banker to increase
his deposits, would merely reduce the prices in
London, and increase its consumption. It would
be a gain to London in consumable commodi-
ties, and a loss to the country. The money
which the banker drew in London, by holding
the bill, would represent a certain quantity of
consumable commodities in the London mar-
ket. It would not, however, be spent by him
or his agent, but would be thrown info the mo-
ney market, This would reduce the interest of
nioney and profits of trade in London, and keep
down ils general economy, in order to make
room for the expenditure of the money thus
saved. But no immediate loss would result to
those whose incomes were thus forcibly dimi-
nished ; from the reduced price of commodities
they would command as great a quantity as be-
fore.

In the country, the value of money and pro-
fits of trade would be kept up. ; If money was
previously scarce, and the fall of prices pro-
ceeded from a forced contraction, on the part
of the banks, the value of money would, of
course, become greater,  If it proceeded.from
the interest charged by the bapks, being too
high, the economy of the country, instead of
reducing the interest of money and profits of

2E
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trade, in order to reduce itself, would find vent
in discharging the debts due to the banks, at
the high rate of interest they imposed ; and the
value of money and profits of trade would thus

be kept up to that level which rendered the ge-

neral economy
diture.
Another effect, however, would also be pro-
duced. The principle laid down by bankers in
the conduct’ of their business, and it is a very
safe principle for themselves, is not to advance
money on any other than mercantile bills, at
least to any extent. If a person wished for

greater than the general expen-
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payments would balance. The notes of the
banks would be virtually advanced to the land-
ed proprietor, but it would be through the me-
dium of the funds. A change of securities
would take place between the banker and some
fundholder. 'The banker would buy his stock,
and he would advance the money to the coun-
try proprietor, who, could the bank have ad-
vanced it, would not have gone further.

Any contraction of currency, however Tocal,
would have the general effect of determining
the balance of foreign trade in favour of the
country. A contraction in one district would

determine the balance of payments from other
parts as well as London, in its favour. 'This

money on an estate, though the security would
be better, they would not, for they could not,

=
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prudently lend it him. The effect, however,
of their lodging their money in London, by
means of the balance of trade, would be to
raise the price of the funds; whereas the effect
of the contraction of their currency, would be to
keep up the interest of money in the country.
This would operate in two ways: while it
raised the price of the funds on the one hand, it
would on the other tempt the London capital-
ist, by keeping up the interest of money in the
country, to lend his money in the country up-
on mortgage at this higher rate. The landed
proprietor instead of borrowing of the banks,
would therefore borrow of the Loundon capital-
ist.. So far as this effect was produced, the

.

would ecreate in these places a demand for Lon-
don bills to remit, which would curtail their
respective circulations. Thus a general reduc-
tion of prices below the national standard
would take place, and a balance of foreign
trade and an influx of the precious metals
would consequently follow.

This influx of precious metals would, how-
ever, very materially contribute to restore the
circulation of the country banks to its proper
level again.

All gold is either imported directly to Lon-
don, or sent thither as soon asit is imported. A
country bank can only receive gold in one of

three ways : in payment of a debt ; in exchange
2 2
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for its notes ; or by way of deposit. If in pay-
ment of a debt, the debt has been created by
an advance of notes, and being repaid in gold,

the notes extant represent the gold with which
the debt is discharged. If in exchange for
notes, the notes advanced represent the gold
received ; or if by way of deposit, the deposit
will be discharged with notes when it is with-
drawn, Consequently gold cannot be received
by a bank without giving currency to its value
in paper. When received, itis not re-issued at
home : the business of a bank is to issue its own
notes.. It 1s therefore sent to London, and
purchases made with it into the funds, Or
through the medium of the bank’s agents it is
adyvanced upon other securities, and the interest
received in London ; and as with deposits by
remittances of London bills, the gain of the
bank by the notes put in circulation is the
interest- thus made.  The gold thus sent te
London is put in currency by means of these
purchases or advances, or if it is sent to the
Bank of England, it is.in exchange for- its
notes to) be so applied.. In either case, cir-
culation is extended, and prices increased in
the London district. If it is imported by a
country merchant, and sent to his own agents
in-London, in order to be coined or sold to the
bank, he draws a bill upon his agent for the
amount, and receives notes for the bill at a
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bank where he resides; which is the same to
such bank as if the gold had passed through its
hands, If, however, the gold is imported di-
rectly to London, it gives no immediate increase
of country circulation, but in the first place
swells that of the metropolis. This has the im-
mediate effect of still further increasing the
balance of trade in favour of the country ;
and of more speedily, in consequence, pro-
ducing the re-issue of local paper to the extent
necessary for restoring prices to their former
level again.

A contraction-of lecal currency must conse-
quently be followed by these effects: the ba-
lance of foreign trade will be in our favour ; the
interest of money in London will be lower than
in the country, and there will be more difficul-
ty in finding employment for it ; the consump-
tion of Lomdon will be increased; and the
quantity-of money in circulation will be greater
than usual ; it will no doubt be found that the
country banks have increased their deposits: at
the same time, the circulation in the manufae-
turing districts will be less diminished, if it is
not considerably extended; the quantity of
goods manufactured for exportation will be
greater than. usual ; while the consumption of
those districts will be increased. If the present
agricultural distress is the result of a contrac-
tion of country bank circulation, these effects
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will be, and I have no doubt are, experienced
at the present moment. That some of them
are, is-a matter of perfect notoriety.

The Effects, in good and bad Harvests, of our
present System of Currency.

As we have before shewn, in a good harvest
money is plentiful, in a bad one it is scarce ;
and that this is a wise disposition of Provi-
dence, by which additional employment to la-
bour is given in-the one case, and less in the
other. Now the effect of the present mode of
issuing the currency, obviously is to entirely

counteraet this order of nature.

The additional demand for money in a scar-
city, only creates an-extension of bank issues.
Instead of merchants and manufacturers being
prevented from giving employment to labour,
by a contraction of bank accommodation, they
are induced by the cheapness of labour, and
the facility of raising money from the banks,
to give increased employment to it.

This additional employment of labour does
not increase the supply of provisions, it only
renders a greater quantity necessary ; while the
demand must still be kept downto the reduced
proportion there is for each individual, by an
excess of price. The dearness of provisions,
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by inducing men to work double work in order
to acquire even the limited proportion there is
for them, cheapens labour. Thus misery meets
the labouring classes in a two-fold shape,—they
are worked to death on the one hand, and
starved to death on the other.

In a plentiful season, on the contrary, unless
the demand for money at the time exceed the
supply, the effect is a contraction of currency,
instead of a reduction of interest. The banks
have already as much money lent as at the rate
of interest they charge will be borrowed of
them. The additional supply therefore will
only contract their issues ; and instead of the
farmer gaining by a good harvest, he stands a
fair chance of losing by it. He places his corn
in'the market, and destroys its means of con-
sumption by placing the money in a bank
where it will be cancelled. By this means the
party to whom it is sold loses by it, while from
the reduced quantity of money in circulation,
corn will not rise again, and the next he brings
to market he must sell at a less price.




CHAPTER XX.

The Price of Corn not subject to- material Fluctuations
Jrom the Supply.

T'raink this proposition will, without hesita.
tion, be granted,—that if the price of corn de-
pended upon the supply, it would be governed
by it ; with an_average crop it would be at an

average priec ; and as the ¢rop was above or be-
low-the average, the price would fall or rise.
By the evidence of Mr Hodgson, of the
house of Cropper, Benson, and Co. of Liver-
pool, before the agricultural committee of 1821,
(an extract of which will be found in the Ap-
pendix) it appears that crops are subject in
quantity fo considerable variations. That house
is in the habit of taking an annual survey of the
principal corn districts of the kingdom, at an
expence, and with a pains and accuracy. which
leave the truth of their results perfectly un-

questionable ; and these, for six years, have
been as follows :—
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1815, 87 Winchester bushels per acre, quality good:

1816, 25 ditto, very bad in quality, nearly rotten.

1817, 83 ditto, the quality notvery good.

1818, 52 ditto, quality very good.

1819, 27 ditto, quality very good, but not so good as
the year before.

1820, 97 ditto, sound and dry, but not so good ‘as the
two preceding years.

6)191

32 Average say of the 6 years, f
It is also understood that 1821 was an average crop, and

this year rather lessi

Tt must, however, be observed, -that their ob-
ject being merely to obtain a comparative esti-
mate for commercial purposes, they rappear
only to:take - the most productive 'districts—
those 'whieh '~ are most 'likely toaffect the
market;  while ‘they make no" allowance for
furrows, hedges, loss by vermin, waste. in.har-
vesting, ‘&c.. They'compute that in'‘order to
get the real produce, one-sixth at least ought
to be deducted from their calculations. « This
however; would be no average for the king-
dom, as they do not take the hilly and poorer
districts. The average actual produce. of the
whole kingdom is supposed to be about 20
bushels per acre; and their surveys seem to
support this supposition. Intelligent a.gnc.ul-
turalists, I find, generally concur in thinking

2F
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that the crops must at least be as variable in
quantity as these surveys make them.. I 'am
further informed, that the variations must have
been greater previous to the improvements
which have taken place in agriculture: that
great crops are now yielded upon soils which
did not produce wheat before ; and that a year
which produces a good crop on these soil;, is
not favourable to those upon which, alone, above
thirty or forty years ago, corn was grown, and
vice versw : so that a failure on one ﬂcscn’ption
of soil is in some measure balanced by the pro-
ductiveness of the other ; and that there can-
not be now such deficiencies as the crops must
have been subject to in former times.

Now the average price -of wheat during the
last century, appears to have been about 40s.
per quarter. Had ‘the variations of price in
that time therefore corresponded to the varia-
tions in supply, and had the difference in the
crops only been equal to that exhibited by
Messrs' Cropper, Benson, and Co.s surveys,
taking 32 to be the average, the prices of that
period must have presented fluctuations similar
to the following :—
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Price per qr- Ann. variations.
5. d 5. d

-

1815, 37 Winchester bushels 84 7
1816, 25 ditto 51 2arnseoflb

1817, 38 ditte 38 9 a fall of 12

1818, 32 ditto 40 Oariseof 1

1819, 27 ditto 47 4arviseof 7 4

1820, 37 ditto 84 7afallof12 9 *34 7

1821, 32 said to be an aver-} 40 Oaviseiof ;5 4
age crop.

This presumes that the crop each season
yielded alike. The quantity of flour however,
would be greater per quarter in good seasons
than in bad.

Now if we refer to the prices of the last cen-
tary (see Appendix) we shall find that there are
no fluctuations at all corresponding to this.

In 1709, wheat was 69s. gd. from whence it
gradually declined with trifling exceptions un-
til 1724, when it was 32s. 10d. then rose at
once to 43s.1d. and then gradually declined
again.to 23s. 8d. and 25s. 2d. in 1732 and 3.
It then suddenly rose again to 34s.0 6d. ; but
ultimately fell, with the exception of a tempo-
rary rise produced by the scarcity of 1740, to
about the same prices in 1745, 4, and 5, as in

1732 and 3; after which, in 1746, it expe-
rienced another sudden elevation. The prices
of this period are as follow :—

* The 1st and 6th year, had the price been determined by
the supply, must have agreed in price as well as in quantity.
2F2




Variations every 5 Years, Variations every 5 yoasrs,
being 6, inclusive of the 2 being 6, inclusive of the 2
years enumerated. * years enumerated.
Price per qr. Ann, varialions. Prices per qr. Ann. variations.
5 /d s d. . d s 4 d. s d

1709, 9 1734, 84 6 a riseof 4 a fall of 1

1710, 4 a fall of O 1785, 38 2 a rise of 8

1711, 4 a fall of 11 1736, $5 10 a fall of S

1712, 9 a fall of 7 1787, 88 9afallof 2 1

1713, 4.arise of & 1788, 31 6 a fall of 8

1714, 9 a fall of 0 a fall of 25 0 1739, 34 2 a rise of 8 afall of 0 4

1715, ¢ 2afall of 6

17186, 8 a rise of 4

1737 7 afall of 2

1718,°84 "6 a fall of ' 6
3
1
0
1
1
2

w O e

0 10 0 ©

1740 is the year of scarcity spoken of by Dr Smith, prices
therefore now rose, but fell immediately after.

1719, 1 a fall of
1720, 82 10 a rise of
17215 ¢ 4 a rise of
1722, ¢ 0 a fall of
1723, 10 a fall of
1724, 10 a rise of
1725, 43 "1 arise of 10

afallof 13,8 1740, 45 1 ariseof 10 11
1741, 41 5afallof 8 8
1742, 30 2afall of 1T, 8
1748, 22 1afallef 8 1
1744, 22 1 the same, a fall of 12 &
1745, 24 5 ariseof 2 4

W OB D O e DN AT DD O

They now suddenly rose again :
After this rise in 1725, prices continued high for a few 1746, 38 4 ariseof 10 3
years and then declined again: 1747, 80 11 afallof 8 9
» 1748, 32 10 ariseof 1 11
1726, 40 10afallof 2 3 1749, 32 10 the same, a rise of 10 9
1727,°87 4afallof 8 6 ! 1750, 28 10 a fallof 2 0O
1728, 48 Sariseof 11 1 !

1729, 41 7 afall of 6 10 a rise of I need not go through the whole table,
1730, 32 5afallof 9

1781.99 2.2 6ll of 8 which the reader can refer to in the Appendix.
1732, 93 8 a fall of § I take the early part of the century, more par-
1783, 25 2arise of 1 ticularly, as there was then probably very little
paper in circulation. Here may be said to be
They now experienced another considerable rise: four periods, each of which commenced with a
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sudden rise, followed with trifling exceptions, by
a gradual decline ; and it thus clearly appears,
that though there were great changes in price,
there were mo sueh variations as would have
been produced by prices depending upon the
state of the crops, admitting them to be then
as variable as now. ' Neither is it possible to

account for these changes, on the theory of

cyeles of seasons referred to in the report of the
agricultural committee of 1821. The changes
are not sufficiently regular and periodical for
the work of nature : Besides the principle of
population would equally tend to destroy thein
effect upon prices; and as the crops of 1815
and 1820, were just of the same amount in
quantity, those six years of accurate admea-
surement upset the hypothesis.

During the last century, there appears to
have been two years which were years of scar-
city, 1740 and 1767. 'Thefirst is spoken of by
Dr Smith, and is proved by the table of ex-
ports and imports. The last is proved by the
table of exports and imports, and by the fact
that the expedient of suspending distillation
from corn was resorted to that year for the first
time. The stoppage of distillation has beem
repeatedly resorted to since when prices were
high; but under the presumption that high
prices were always a proof of scarcity. That
these were scarce years is also proved by the
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fact, ‘that in both instances the rise was tem.
porary. The prices from 1766 to 1769, were

as follow : —

Price per Qr. Ann. Variation,
. d s d
1766, 43 |1
1767, 57 4 arise of 14
1768, 53 9 afallof 8
1769, 40 7 afall of 13

I do not doubt, however, that this rise was
aggravated by the present system of currency
having become more general.

In 1740, the rise was 11s. per quarter; and
in 1767 it appears to have been 14s. 9d. ' Now,
if every rise in price during the last century
had proceeded from want of supply, every rise
to an equal extent must have been the result
of scarcity. 'That this was not the case, how-
ever, is proved by the table of exports and im-
ports.” A rise, no "doubt, in ‘the countries to
which our corn was exported, would have the
effect of increasing both our prices and exports
at the same time. But when it appears that a
rise took place, and our exports continued to a
limited extent, or suffered no material increase,
it is a proof that such rise was neither the result
of scarcity in other countries, nor in our own ;
for in the first case, our exports would have
been increased, in the last entirely suspended.
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In 1702, 8, and 4, and also 1745, and subse.
quent ‘years, rises as great as in ‘these years of
scarcity took place, without our exports being
materially affected. . Sudden elevations of price,
produced byan alteration in the value of money,
may take place, however, with a metallic cur-
rency, from increased demands: for money by
government, quickening its motions ; but all de-
clensions of price must be igradual, produced
through the medium of the balance of trade,
unless'government were to take money out of
circulation, and remit it;abroad. The. latter
rises in price to which we-have referred, were
sudden, and just after the commenceniént, or
during warj; whereas .the reductions’ which
followed were gradual.’, We may consequently
infer, that these alterations in ' price were
changes in the value of the currency, produced
by the sudden demands of government for mos
ney ; that they were not fluctuations from vari-
ations jn supply must be evident.

I shall not attempt,, however, to account for

changesiin price at so remote a distance, and

with a metallic eurrency. ' The precicus metals
 are regardless of lines of demarcation; and a
change in the value of money in.one country
will equally affect its' value in 'all those which
trade with it.  In order to account for such
changes, it would be necessary to know the
economical history of other countries as well as
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our own; while a correct knowledge, at this
distance, is hardly possible of either. But with-
in the last 30 years our currency has been prin-
cipally paper, consequently the causes of the
leading changes which have taken place in that
time, may perhaps, in some measure at least, be
accounted for.




CHAPTER XXI.

Probable Causes which have produced the leading Changes
in the Prices of Corn, during the last 30 Years.

Ar the commencement of the late war, in 1798,
there was a considerable quantity of metallic
- money in the country. The banks, however,
had absorbed a considerable share of the circu:
lation, and were very ready to occupy the re-
mainder as soon as a sufficiently extensive de-

mand for their notes should arise.

At this period, the economy and expenditure
of the country would of course be equal, and
the loans which were contracted would create a
demand in the money market, that would fall
upon trade, and compel merchants, traders, and
others fo reduce their stocks. Thus, though
by the increased wvalue of money, an acceTe-
rated motion would be given to the currency,
yet a greater supply of commodities would be
brought into the market, and until they were
consumed, the more rapid movement of. the
money in circulation would not affect prices.

In 1795, however, the prict of corn began
to rise, and became very high. This might
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have happened from the increased motion of the
currency alone, but to what extent, it would be
difficult to say. The interest of money, how-
ever, had risen, and an increased demand upon
bankers would be the natural result. In the
early part of the year, the Bank of England had
in consequence extended its issues very consi-
derably, and the country banks had no doubt
done the same.

As prices rose, the palance of trade would
be determined against the country, and this
would create a demand upon the Bank of
England for gold, by which its notes would be
run in upon it. Towards the end of the year,
therefore, its issues appear to have been consi-
derably contracted. This would not, perhaps,
produce an equal contraction on the part of the
country banks, as the balance of payments in
favour of London would be met by remittances
of gold then in circulation. The Bank of Eng-
land, however, still 'continued to contract its
issues, and this, together with the quantity of
gold taken out of the circulation of London; in
order to send abroad, or to supply the demands
of the bank for the same purpose, would perhaps
in the end check those of the country banks
also. 1 Powards the end of the following year,
consequently, prices fell again to nearly their
previous level, and the exchanges recovered,
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It was thought at the time, that this rise was
produced by a failing Crop, as people were not
then in the habit of thinking that money. had
any thing to do with price; and perhaps  the
Crop was worse than usual ; but as the exchanges
fell immediately as the rise took place, this, to
any extent at least, could not be the case. In
a scarcity, the value of commodities, the pro-
duce of labour, is rather reduced than increased,
and the foreign demand for them more likely to
improve than decline. = In 1667, as will be ob-
served in the table of exchanges from the En-
cyclopedia Britanniea, in the Appendix, which
it is probable was a year of scarcity, the ex-
changes continued 8 per cent. in favour of
London through the-whole of it.

In 1799, the price of corn again began: to
rise, . Itiis probable the crop of this year wasa
very bad ome. | The Bank of England, how-
ever, in 1797, had suspended cash payments,
and.was not now compelled to curtail its issues
by any fear of demands upon it for gold ; and.it
had begun to inerease them very considerably,
in which it had no doubt been followed. by, the
country banks. . The price of wheat, which was
49s. in the beginning of 1799, rose in 1800 4o
121s. and as the bank still continuedto increase

its issues, in April 1801 it had reached 156s.

The scarcity of 1799 might probably  have
raised the price of wheat in 1800 ten or fifteen
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shillings per quarter upon the average, as in
former years of scarcity. But that thesevery
high prices were the mere result of the extended
circulation of the banks, is proved by the fact
that prices were higher in 1801, after a good
harvest; than they were in 1800, after a bad
one. :

Towards the end of 1801, however, prices
began to fall, and in the following year nearly
reached their former level. This does not seem
to have been produced by any contraction of
the’bank issues. ' But peace with France took
placethe latter end of 1801 ; money became
less/valuable, and the funds rose. This would re-
tard the motions of the currency, which would
produce a reduction of prices. Perhaps th.e
country banks might also have contracted their
issues, 'from the sudden reduction in the value
of money 5 for it.is the issues of country banks
that regj;ulate the price of corn. A pri{lcipal
cause, however, was no doubt an extension of
trade, and an-increase of commodities in circu-
lation, which would just have the same effect in
reducing prices as a diminished quantity of cur-
rency would have. A great extef)sion of til-
lage, in consequence of the late rise, had also
probably taken place. It must likewise be ob-
served, that a considerable quantity of gold
had no doubt been exported, for there was still
alarge amount in circulation.
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‘War commenced again in the latter end of
18083, and about a year afterwards corn again
began to rise. This rise would not take place
until the stocks of commodities which had" ac-
cumulated in consequence of the diminished
value of money during the peace, had been con-
siderably reduced. “When this happened, the
increased motion of the currency, from the high
rate of interest and profits, together with the
redticed demand for currency by the curtail-
tent of our foreign trade, would be felt. At
the same time, the issues of the bank had been
rather increased. | In August, 1805, wheat had
therefore reached 100s. which was nearly dou-
ble what it had ‘been ‘the August before. It
after that declined to below 80s., and continued
at and about that price the whole of the next
year. v
Tn 1807, a contraction of country circulation
seems to have taken place (see table in the Ap-
pendix, of “stamps issued ‘to" country banks,
commencing the year 1805) and wheat declined
to '73s. upon the average.

At the peace of Tilsit, in the latter end of
1807, Bonaparte succeeded in shutting us-out
of all direct trade with the continent of Europe,
which would curtail our demand for. currency ;
" but the issues of the banks were not reduced,
and prices towards the end of the year 1808
began to rise considerably.
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They continued high from 1808 to 1812, va-
rying with the circumstances of our trade, and
the extent of the circulation.

In 1818, a free trade took place with the
north of Europe, and as no corresponding ex-
tension of Bank issues were made, corn begam
to decline : wheat fell from 122s. in March to
78s. in December; and continued at that ave-
rage throughout the following year.

In 1815, a contraction of the circulation of
the country banks toek place, and wheat fell to
an average of 64s. It continued low till the
latter end of 1816, when probably the very bad
harvest of that year had increased the demand
for money in the country, as an extension of
issues took place, and prices began to rise again.
No-extension of issues in the latter end of 1816
appears by the account of stamps ; but it must
be presumed, from the previous contraction,
that there was a balance of notes on hand,
which would be first issued before that increased
demand for stamps, which appears in 1817,
would oceur.

In 1817, the issues of the Bank of England
were considerably extended, and the average
price of wheat was 94s.

In 1818, the Bank of England circulation ap-
pears'to have been curtailed.  Money had be-
come plentiful in-London, and the 3 per cents.
had rapidly risen to 80. This, however, had
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not been the case in the country, for the banks
incréased their issues; and if we allow that
prices were affected 20s. per quarter by the very
bad harvest of 1816, which on 94s. is perhaps a
fair estimate,—as the prices this year were 84s,
it will make a national rise from the bank issues
of 10s. per quarter,

The rise in the funds, however, induced
many to sell out, and transfer their money to
the country, which would create a demand for
London bills, and curtail the issues of the
country banks. Prices would consequently fall
In 1819, therefore, wheat fell to the average of
73s.. Since then, the diminished wvalue of
money has continued, no doubt, to contraet the
country-bank circulation, upon which the price
of agricultural produce depends, and it has
continued falling until it has reached its present
depression,

For four or five years, commencing with
1809, the bullion and paper prices of corn were
not the same. When gold had entirely disap-
peared from circulation, the issues of paper not
being regulated by the state of the exchanges
as before, prices rose above that level at which
our foreign trade balanced ; and the price of
bills upon England, or the exchanges, conse-
quently fell to the extent of this difference.
Corn may be said then to have had two prices
governed by different principles: its price in
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paper governed by the quantity of it compared
with the quantity of commodities in circulation ;
and its price in gold, governed entirely, by the
circumstances of our trade at the moment.
During the operation of Bonaparte’s ‘conti-
nental system, it was much more easy to smug=
gle our lighter and more valuable goods to the
continent, than to receive those bulky commo-
dities of which our imports generally consist in
return. A cargo of our exports to the north of
Europe is worth twenty or thirty of the imports
with which we are paid.  This trade, therefore,
could only be brought to a balance by the ex-
cessive price of our commodities. At the same
time, as a. very small quantity of gold would

reduce its price where there was no demand for
ity its price would be merely nominal; and
would be determined by the demand for, bills
upon England, or the state of tlie Exchangess as
this demand and the exchanges rese, the price
of gold in bank paper would fall, and wice
versa.. At this.time; therefore, the bullion

price; as well as. the: paper price (of, com. was
high. - The: following is. a statement of ,the
prices in both bullion and in paper, from 1809
to 1815 inclusive :—
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Paper Price per Quarter. Bullion Price per Quarier.
1809, - 95s. 1809, 82s.
1810, - 106s. 1810, 95s.
1811, - O4s. 1811, - 83s.
1812, - 125s. 1812, 97s.
1818, 108s.. 1818, 80s.
1814, - T4s. 1814, 59s.
1815, - 64s. 1815, 58s.

That these prices were entirely governed by
different principles, is proved by the fluctuations
not being parallel. For instance in 1814, the

price of wheat in paper fell from 78s. to 70s.5 -

whereas the price in bullion rose from 56s. 6d.
to 65s., and in 1815, the price of wheat in

January was 60s. in paper, and 54s. in bullion.
May, 70s. ditto 5%s.  ditto.
December, 55s.  ditte 52s.  ditte.

So that while the price in bullion remained
nearly stationary, the price in paper within the
year fluctuated considerably. il

At that period of the war, when our foreign
trade was so variable and uncertain, the bank
restriction act would have been a great advan-
tage, had the paper circulation been governed
by any kind of principle.

CHAPTER XXIL

Witk a Paper Currency, Importations of Foreign Corn
cannot materially reduce Prices.

Durive the high prices which have occurred
in the last 30 years, great importations of corn
have always taken place when the ports of Eu-
rope were open to us, and as they always di-
minished when corn fell, it has been supposed
that these importations reduced its price.
Great, however, as they may appear at, differ-
ent times to have been, they never could at
any time have had any very material effect upon
the market and that in fact they had no such
effect, was proved in 1801, when, after a good:
harvest, and in the teeth of the greatest impor-
tations at that time ever known, wheat rose to
a higher price than' it ‘ever was before, or has
been -since. The principle however, will ‘ap-
pear more evident upon further examination.

Dr Colquhoun, in 1812, estimates the quan-
tity of grain produced in this kingdom as fol-
lows :—
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Quarlers.
Wheat, 9,170,000, at 70s. 6d. coseee £9592,824,250
Barley, 6,385,000, at 37s. 6d..conn-ee. 11;719,750
Oats, 16,950,000, at 298 O0d. wieveneen 24,577,500
Rye, 685,000, at 43s. 10d. «.ccoreern 1,501,291
Beans and Peas, 1,;8660,0005at 38s. 10d.. v eeeeeene 3,611,500
£73,784,291

Now the total imports from foreign ports
from 1818 1o 1818 inclusive, safter 'which the
ports weré finally shut, are as followsz—

1813 . At prices corresponding
.to 108s. per gnarter for wheaty £2,192,592
In order to put it/ upon a par

with Dr Colquhoun’s calcula-
“tion at” 70s. 6d. deduct  say

one third - - - 780,864

— £1,461,728

1814. At prices corresponding

to 79s. 11d. for wheat, from

which. we shall make no de-

duction - = a 2,815,319°

1815. At prices corresponding
to 642 4d. for wheat - 798,245
To which add one-tenth 79,324
1816. At prices corresponding
to 75s. 10d.  for wheat, from
which we shall make no de-
duction - - - 949,497

Carried over £6,092,118

—_—
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Brought forward = £6,092,113
1817. At prices corresponding
to 94s. 9d. for wheat 6,405,893
From which deduct say two-
ninths = - - - - 1,428,086
—_— 4,980,807
1818. At prices corresponding
to 84s. 1d. for wheat - 10,908,140
From which deduct say one-
eighth - - - 1,863,517
9,544,623

£20,617,543

Now the proportions which the imports each
year bore to our ayerage produce, are about as
follows :—

1813 equal say to+5
1814 ditto L
1815  ditto 3
1816 ditto 7
1817 ditto Y5 Or say &%
1818 ditto 3 or say 4%
And the whole together equal to about $-.

By comparing these importations with the dif-
ference in quantity there is between the crops of
ordinary seasons, it will be seen how perfectly
inadequate, they are to produce any material
effect upon prices.. Altogether they do not
amount to. the difference between the harvests
of 1819 and 1820, and these harvests were not,
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we should imagine, either soremarkably defec-
tive or abundant as naturally to produce any
great effect upon prices. Presuming last year
an average crop, the following gives the scale
of produce and of prices since 1815. The

crop of each year is of course sold the year
after.

1815, wessssinssersensressaranssaes Average price of wheat 64s.
1815; 87 quality good 1816 ditto 75s.
1816, 25 very bad in quality, near-

ly rotten 1817 ditto 94s.
1817, 83 quality not very good 1818 ditto
1818, 82 quality very good 1819 ditto 7%.
1819, 27 quality very good, but

not so good as the year before 1820 ditto 655
1820, 37 sound and dry, but not

g0 good as the two preceding
years 1821 ditto 54s.
1821, 82 svssissussmsspirorssismenrsnnses 1822  ditto  48s.°

It will be observed that from 1817 to 1822,
there has been an averge reduction of about
ten shillings per quarter. Now adding the re-
duetion from 1819 to 1820, 'and from 1820 to
1821 together, it amounts to 18s. per quarter
which is 9s. per year.  The crop of 1819, how-
ever, was -%- below an average, and the fall only
7s.1 Ttappears therefore, to have been check-
ed about two shillings per quarter ; while the
crop of 1820 being -*- above an average crop,
and the fall 11s. per quarter, it appears to have
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been increased in the same proportion. An
increase of < therefore seems to have reduced
*prices 2s. a decrease of £- to have increased them
to the same extent, making a difference between
the two harvests of 4s. per quarter. Assuming,
therefore, the fall to be a question of currency,
and this variation to be produced by the differ-
ence of the crops, we are led to conclude, that
if all the importations for the six years enume-
rated, had taken place in one, they would have
redluced wheat about 4s. per quarter. But if
we say that they could not have produced an
effect exceeding twice that, the correctness. of
the position will hardly be doubted.

We are willing, however, to allow it to be ex-
tremely possible that sudden importations to a
great extent might with a metallic currency,
have a considerable effect upon prices, It
might determine the balance of trade against
the country;.and as the corn_came into the
market, the money which represented it might
go out : as the supply increased, the consump-
tion, .might, be diminished; by which not
only an immediate, but a permanent fall of
prices would be the result. But in this case it
would not be the importations of corn, but the
exportation of money, that would produce the
material effect. The depression of the markets
would still be more a question of currency than
supply. . It is impossible, indeed, unless we sup-
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pose that a supply of foreign corn will frighten
a market out of its wits, that with a pa-,
per currency it can either affect the market
after it is' consmmed and out “of it, or can have
a greater effect in reducing prices when in it
than a corresponding increase of supply bya
good harvest.

Tt is even very possible that importations of
foreign corn may have the effect of raising ifs

price, by giving fise to a demand for bank ac-

commodation. If a merchant imports a thou-
sand pounds worth of corn, and borrows a thou-
sand pounds worth of mnotes in consequence,
he puts as much money into circulation as per-
haps would promote the ‘consumption of ten
titnes the quantity ; and I have no doubt that
¢he late rise was at the moment rather increased
¢han diminished by the importations which took
place. This to a certain extent, at least, has
evidently been#the case with foreign corn i
bond. ~ The banks in Newcastle are at this
time under considerable advances upon security
of this description of corn ; and to the extent of
that advance the currency must have been ex-
tended, or prevented from contracting. If this
corn was brought into the market, orall the
bonded corn in the kingdom, it is hardly pro-
bable that, so far as the additional supply opera-
ted, it would affect prices one shilling per
quarter. But if the money which it produced,
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was taken out of consumptive circulation, and

‘paifl to the banks, or placed in their hands,
which would probably be done, and the con-
sumption in consequence diminished as the sup-
ply was increased, a ‘great reduction of. price
would no doubt be the result.

The ports were closed against further impor-
tations in February, 1819. Since then, of
course, no more supplies of foreign corn have
been brought into the market. Now admitting
that one half of the foreign corn imported in
1818 was unconsumed when the harvest of that
year 'was gathered, it would make the fotal
supply for 1819, 34 by Messrs Cropper, Benson,
and Co.’s scale. If we further assume 72s. the
price of that year, to be proportioned to the
supply and state of the currency at the time,
had the prices since then been governed by the
state of the erops alone, they must have been
as follows :— » '

_ dverage of Wheat,
1818. 34 bushels per acre. 1819,
1819. 27 ditto 1820,
1820. 87 ditto 1821,
1821. 82 ditto 1822,

Whereas the actual prices were :—

1819, = 73s.
1820, 635s.
1821, 54s.
1822, d44s.

OLZ,

2 1
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Nothing can be more clear from the above
statement, than that the present low prices
are produced by alterations in the currency.w
- The reduction never could proceed from the
supply, when the supply within this year or
two has fallen off'; nor yet from importations
of foreign corn, for there has been none.

* A good deal has been said about the effect
produced by the large supplies of corn from
Ireland ; but I do not see how an increase of
growth in Treland is to have a different effect
from an increase of growth in Yorkshire or
Northumberland. The reasoning which applies
to the one applies to the other. If it is wished
to lay an exclusive tax upon Ireland, tax her
produce imported into this country, and keep

down her national prices below the level of ours; *

but if not, and she is to enjoy all the advantages
of our manufacturing superiority, having a sea to
cross does not gffect the principles we have en-
deavoured to establish. It is a shorter carriage,
and less expensive, to send corn from Ireland
to Liverpool, than from Berwick to London,

CHAPTER XXIIL

The present Price of Stocks a Proof of a Contractien:
of Currency.

Taar the present agricultural distress must be
caused by a contraction of the circulation of
the country banks, is a proposition which, I
trust, is now almost self-evident ; but a further
proof of it is afforded by the present low price
of the funds.

If we examine the stock table, in the Appen-
dix, and compare it with the table of the rise of
the.national debt, since the revolution, from Dr
Hamilton’s Inquiry, we shall have sufficient .
reason to conclude that, withodt some particu-
lar cause, the 8 per cents. ought, by this time,
to have been far above 80.

At the commencement of the war, in 1740,
they were about 100. The stock table com-
mences 1731, and gives, up to that period, the
following yearly averages:—

»
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Nothing can be more clear from the above
statement, than that the present low prices
are produced by alterations in the currency.w
- The reduction never could proceed from the
supply, when the supply within this year or
two has fallen off'; nor yet from importations
of foreign corn, for there has been none.

* A good deal has been said about the effect
produced by the large supplies of corn from
Ireland ; but I do not see how an increase of
growth in Treland is to have a different effect
from an increase of growth in Yorkshire or
Northumberland. The reasoning which applies
to the one applies to the other. If it is wished
to lay an exclusive tax upon Ireland, tax her
produce imported into this country, and keep

down her national prices below the level of ours; *

but if not, and she is to enjoy all the advantages
of our manufacturing superiority, having a sea to
cross does not gffect the principles we have en-
deavoured to establish. It is a shorter carriage,
and less expensive, to send corn from Ireland
to Liverpool, than from Berwick to London,

CHAPTER XXIIL

The present Price of Stocks a Proof of a Contractien:
of Currency.

Taar the present agricultural distress must be
caused by a contraction of the circulation of
the country banks, is a proposition which, I
trust, is now almost self-evident ; but a further
proof of it is afforded by the present low price
of the funds.

If we examine the stock table, in the Appen-
dix, and compare it with the table of the rise of
the.national debt, since the revolution, from Dr
Hamilton’s Inquiry, we shall have sufficient .
reason to conclude that, withodt some particu-
lar cause, the 8 per cents. ought, by this time,
to have been far above 80.

At the commencement of the war, in 1740,
they were about 100. The stock table com-
mences 1731, and gives, up to that period, the
following yearly averages:—

»
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1731,
1732,
1733,
1734,
1735,
1736,
1787,
1738,
1739,
1740, 99

At the commencement of the war, in the
year 1740, the national debt appears to have
been £4<7,954~,623, and at the peace of Aix-
la-Chapelle, eight years afterwards, it had in-
creased to £79,193,3818, that is about twenty-

one millions; in which time, the prices of stock
were as follow :—

1741,
1749,
743,
1744,
1745,
1746,
1747,
1748, 86

It is mot improbable that government had
not begun to borrow until 1744, as the funds
did not fall until then. They were at the low-
est, at the commencement of 1746, and, in that
year, as we have before stated, wheat, without
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any scarcity, rose very considerably. In the
seight years of peace which followed, the debt
was reduced between five and six millions, and
the prices of stock were—

1749, 198
1750, .99
1751,
1752,
1758,
1754,
1755, 95
1756, 88

In the latter year, war commenced again,
and, probably, preparations for it had begun
the year before. It continued seven years, du-
ring which the debt was: increased sixty mil-
lions. In this period, the prices of stock were—

TR A (e
1758, 93
1759, 82
1760, " 81
1761, ' 71
1762, 75
1763, 89

From this time to the American war in 1775,
a space of ten years, ten millions of debt were
discharged, in which interval stocks were,—




246

1764,
1765,
1766,
1767,
1768,
1769,
1770,
1771,
1772,
1778,
1774,
17765,

The American war lasted eight years, and
an addition of #£115,000,000. was made to the
debt. In this war stocks were,—

1776, ' 85
1777, 718
1778, 64
1779, 60
1780, 61
1781, 57
1782, '57
1783, 53

Peace now continued to 1793, in which ten
years the debt was reduced ten millions, and
stocks were,—
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1788,
1789,
1790,
1791,
1792,
1793,

In 1792, they had attained 96, but fell in
contemplation of the war which broke out the
year following.

Since the*termination of the late war, the
three per cents. have never risen except in a
trifling degree above 80; yet from this brief
review, it must be evident that with the im-
mense reduction of expenditure by govern-
ment which has taken place, stocks by this
time ought to have been at much higher prices.
It is not at all probable, that as government
reduced its expenditure, individuals would in-
crease theirs in exactly the same proportion,
even keeping the sinking fund out of view. The
consequence in that case would have been, that
the economy of government would have re-
duced the interest of momey and profits of
trade; and have raised the price of the funds,
had it not contracted the currency.

While the interest of money to individuals
is kept up to five per cent. it is certain that the
value of” government securities will bear a de-
terminate proportion to it: in the money mar-
ket, the respective securities must, like other
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commodities, the guality of which are known,
have their relative prices; and government
securities, according to the present state of opi-
nion, appear to be worth one per cent. per an-
sum more than those of individuals. It is pro-
bable, therefores that until the currency is
prineipally re-issued -upon, deposits in London,

the three per cents. will not rise much above
80.

Up to this price, however, they have risen
without difficulty, Even in 1809 and 1810,
during the war, they were at 70. In 1817,
eighteen -months after the termination of hosti-
lities, they were 80, and occasionally 1 or 2 per.
cent. above-it; from whence they declined in
the latter part of 1818, probably in. conse.
quence -of the foreign loans, until 1820, when
they began to rise again ; and in Oct. 1821
they -were.at 783 between which and 80y ora
trifle above it, they have continued ever since.

By the contraction of the currency the value
of money is kept up, while the prices of com-
modities are reduced, and the balance of trade
determined in favour of the country ; by which
an importation of the precious metals to, sup-
ply the deficiency is caused. But though by this
importation the currency will be re-extended,
and the prices of commodities ultimately raised
to what they were before, the value of money
will not, of course, be reduced by the same
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means. The ‘money which comes into the
country is received in payment for commodi-
ties, and will be spent in ‘consumption by those
who receive it, the sameas if it had been in pre-
vious circulation. Tt will only be that propor-
tion which is saved out of the incomes of those
who receive it, that will tend to reduce the inte-
rest of money, and that must be but a trifling
part of the whole. If, therefore, the currency
were to annually contract four or five millions,
and four or five millions ‘were received by the
balance 'of trade, whatever the immediate effect
upén prices might be, which we shall again
speak of hereafter, the interest of money would
still ‘be' kept up, and 'the contraction would
still go on.

Opinion, we have no doubt, has some effect
in keeping the stocks at their présent prices, I
remember Hearing that the Scofch banks sold
out of the funds very largely when the 3 per
cents. were at 80, in 1817 and 1818, and it
was thought a wonderful instance of financial
sagacity ; and it seems now a' pretty general
opinion that 80 is about their maximum. - If
they were expected to be higher, capitalists
would not be desirous to place their money on
mortgage; until they had attained the expect-
éd price, and this ‘would cause them to rise
to it.

What prices stocks might by this time have

2 K
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attained, with a metallic or an incontractable

paper currency, it is impossible to say with

certainty.- The value of money is different in
different countries ; but it appears to be al-
ways the lowest in the most commercial na-
tions, and in the most advanced state of socie-
ty< In Dr Smith’s time, the government of
Holland borrowed at 2 per cent.* I should
imagine, however, that three per cent. was
about the natural rate for this‘country, the
rate which, may be termed its par. Money
never seems to have been worth much more
than three per cent., whereas during peace,
the funds have been oftener at or abeve
100, than below it. In the ten years of peace
which preceded the American war, they did
not indeed rise much above 90, and were often-
er below than above that price ; but the high
prices of corn in 1767, and those which follow-
ed in 1771, 2, 8, 4, and 5, appear to have
given a great stimulus to agriculture, which
would absorb capital, and keep the funds from
attaining that price to which they would other-
wise have probably arrived. - In 1792, just be-
fore the war broke out, they had very nearly
reached 100: they were at 96, when they be-
gan to decline, in prospect of the war, which
was declared the year following.

# Wealth of Nations, Book L. Chap. 9.
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If the capitalists of society are a country’s
greatest economists, it must necessarily follow
that the more society advances, and the greater
is the proportion ofits income which capitalists
enjoy, the greater will ‘be the number of its
economists, and the lower the interest of money.
In Russia, where society is considerably behind,
at least the commercial part of Europe, interest
of money is high. The Commercial Bank of
St. Petersburgh, I understand, gives 5 per
cent. for deposits made with it, and discounts at
from 6 to 10, according to the supply and de-
mand for money at the time. This bank only
deals in money ; it does not make it. It there-
fore mecessarily regulates its charge for dis-
counts according to the state of its funds, and
the demand for money at the moment; which
from some peculiarity in the trade of St Peters-
burgh (if there is so great a difference in the
interest charged at different times) is perhaps
very variable.

There is, however, no reason why money
should be worth less in ‘this' country now than
it was'100 years ago. ~ The capitalists, 'in pro-
portion, are more numerous than they were
then, and our agricultural improvements are at
a stand ; 'and when we take ‘into account the
forced economy produced by the sudden and
enormous reduction of government expendi-
ture, there seems little reason to doubt, that

2K 2
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with a different system of currency, the 3 per
cents. must have been at 100 by this time ; even
though -they should have subsided after the
effects -of -the economy of government had
ceased to be felt in the market. Their present CHAPTER XXIV.
price is, however, a sufficient proof of a con-
traction. of currency, as without that they
must at least before this have risen above 80,

o i —

Sinking Fund.

It is mot, I believe, until within these twelve
months, or two years at most, that the actual
receipts of government, since the return of
peace, have exceeded its expenditure, that 1s,
since the sinking fund began to operate. « We
now, however, have a sinking fund, and I
have no doubt it has proved one to the agricul-
turistss . They were sunk low enough before,
but since it was added to the general excess of
economy, many of them I dare say, have found
themselves entirely ruined. |

Thefall was greater last year than in any year
since the last declension of prices began. It was
11s. upon 54 A contraction numerically as
great with wheat at 54 as at 84, must throw up-
wards of half as much more in/quantity into the
market without its means of consumption, and

in a similar proportion with any other price:
so that there must have been a greater quantity
of corn thrown into the market last year,, with-
out its means of consumption, than any year
before.

There can be little doubt indeed, that the
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economy of the last session of parliament was
most unfortunate for those it was intended to
serve. It .is not an impossible supposition that
they might lose ten millions for every one add-
ed to the sinking fund.

But independent of the effects upon the cur-
rency, under the present system, produced by
government contracting large loans, and after-
wards attempting to discharge them, the prin-
ciples of which have been sufficiently illustrat-
ed, the policy of this plan of finance is in
other respects extremely questionable. It is,
in fact, absurd on the one hand, and unjust en
the other.

More than the income of society cannot be
spent,-and a loan is nothing but a tax through
the interest of money and profits of trade. It
is even more—it is'a double tax. For every mil-
lion saved by the economist out of their inereas-
ed profit, it is probable that another, at least,
is spent. When people make money with more
ease, they naturally spend it with more free-
domy and the additional interests and profits
created must not only be equal to farnish' the
loan, but to cover this additional expenditure
also. Consequently the borrowers furnish out
of | their' ‘own pockets, probably;, twice the
amount of the sum' they borrow, and saddle
themselves with ‘an annual charge besides. It
may be almost laid down as a principle, thata
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nation which can regularly supply its govern-
ment with loans, to any particular extent,
could with half the ease pay, within the year,
direct taxes to the same amount.

On the other hand, with a proper currency,
a sinking fund would be no loss but a gain to
the ultimate payers of the taxes. If the whole
income of society must be spent, the sinking
fund cannot be saved, but must necessarily
curtail the incomes of the economists, If not
more than a certain amount of money is
wanted, both the economists and government
cannot.save it. - Indeed the idea of saving corn,
cabbages, and other consumable commodities
which the income of the sinking fund repre-
sents, appears quite ridiculous, and would be
nonsense were it possible. Tt may be good
housewifery to economise by hoarding commo-
dities for any thing I know, more especially
if there be plenty of pigs and ducks- to gobble
up. the victuals that spoil, and other equally
thrifty means of disposing of the other descrip-
tions of commodities that may be wasted ; but
a nation cannot economise in this manner : the
savings of one class or body must curtail those
of another.

Nothing indeed could be a.finer speculation
to the ultimate payers of taxes with a proper
currency, than a sinking fund. It would not
merely curtail the interest of money and profits
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of trade to the amount of itself, but probably to
many times that amount. It would reduce, in
fact, in au‘equal degree, all income throughout
the kingdom, thewvalue of which depended up-
on that of capital « buildings, ships, mines, and
every description of ereated property would be
affected by it.  So‘that'every million thrown into
the markef would be felt from one end of ‘the
nation to the other. 8

A1l those whose incomes depend upon ‘the
¥alue ‘of ‘moriey, ought to resist by every means
in ‘their power' the ‘continuance of  this fund,
properly called sinking, so far as they' are affect-
ed. To continue it would be nothing buta
a very ingenious method’ of taking so much
money out of their ‘pockets, by robbing them
of that due share of the national income to
which they are naturally entitled.

Perhaps it may be said that they have had
great gains during the war, and a sinking fund
would now be but a fair retaliation.  Would'it,
however, be fair to feed a servant on wvery
rich food until he could mnot live without if,
and then say, Now, Sir, you have for a long
time been fed too well, and in order to balance
accounts, you must be fed on turnips and car-
tots? 'No—the reply would naturally be,—You
have given me habits which I cannot easily
change, and if that is not an argument why the
style of living is to be continued, it is none why
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I should be starved to death. The great pro-
fits enjoyed by the mercantile classes for so long
a period during the war, is the very reason why
they should not be artificially reduced now.
The mercantile classes have acquired habits of
expenditure which they cannot easily alter, and
they will no doubt find them sufficiently low
without the expedient of a sinking fund. And
as to the debt, unless the mortgagees can be
put in possession of that part of the property of
the nation to which they are entitled, nothing
can with justice to all parties be done, but al-
low it to remain as it is.




CHAPTER XXV.
Plan for, the Government of the Curvency.

It is at present a general opinion with all our
political economists and ‘statesmen, that there
is a demand for money by the country, which
as regularly presents itself to the banks in dis-
count of good commercial bills, as the demand
for any other commodity 'presents itself’ in
the market, and is determined by the con-
sumption of it; and that the issues of bank
paper are the consequence of high prices and
not the cause. The fallacy of this opinion,

it is, we trust, unnecessary further to illustrate..

Money comes into the market by the balance
of foreign trade, not in consequence of the
high, but in consequence of the low price of
commodities ; and from the banks, either from
the same cause producing a balance of pay:
ment in London bills to their respective dis-
tricts, or in consequence not of a demand for
currency, but of a demand for capital, deter-
mined by the interest which the banks charge
proportioned to the market rate.  And in all
cases the influx of money into the market,
whether it proceed from the balance of fo-
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reign frade, or the issues of banks, is not the
effect, but the cause of high prices.

It is also the general opinion, that the circu-
lation of the bank of England controuls that of
the country banks ; and it no doubt did so du-
ring the war, when the issues of the country
banks were made upon home bills, and they
had no means of providing against an unfa-
vourable balance of payments. But when their
sssues come to be founded upon deposits in
London, at a low rate of interest, they will be
glad to avail themselves of any demand for
money, either from a bad harvest.or otherwise,

* 4o withdraw their deposits from London and

lend them out on better interest at home. It
may consequently be two or three years or
more before the balance of payments in favour
of London, after a demand for money has ari-
sen, exhausts their deposits. In the mean
time an artificial scarcity might be caused, ora .
real one aggravated; while probably before
their deposits were exhausted, the sudden de-
mand for money might cedse ; a contraction of
currency follow ; and prices fall as much below
the national level until the deposits in Lon-
don were restored, as they had been above it.
Thus prices might be kept in a state of great
vacillation without the issues of the, country
banks ever coming within the controul of the
Bank of England’s circulation.

2L 2
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Independent of this, every contraction of
bank issues necessarily determines the balance
of foreign payments in favour of the nation, and
a spring tide of ‘metallic currency, if we may
so term it, flows to the metropolis.  This the
more effectually of course determines the ba-
lance of payments in favour of the country,
and enables the country banks the more speedily
to re-issue their notes upon deposits in London,
But the balance of payments' will continue in
favour of the country until its circulation is
upon a level with that of London, however
much it may have been increased above-the
amount necessary, with iits ordinary consump-
tion, to maintain the mational prices. ' Thus
every low state of prices will be as necessarily
followed by a state of prices proportionately
high. "Prices will rise as much above the na-
tional level as they were previously below it,
until the metallic money which has come into
the country has again disappeared, and the eir-
culation of London is brought to its proper
level." 'The gold which is ‘now flowing into
the  country -in such “abundance, is only a
temporary visitor : it will be ultimately re-ex-
pelled; if the present system of currency con-
tinues, by prices as high as they are now low;
and without some change, the lovers of gold
and cheap corn will find themselves most sadly
deceived.
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With a metallic or a paper currency, which
could not be issued by country banks at plea-
sure, these effects would not be produced.
When the circulation of London exceeded that
of the country, and determined the balance of
payments in its favour, if the country banks
could not increase their issues, money, with
which to pay the balance, would have to be sent
from the metropolis, and its circulation would be
diminished as that of the country increased. No
mountain of currency would therefore rise in
London to be re-expelled by excessive prices ;
but by the internal balance of payments, the
circulation would equalize itself, and when
prices came to the national level, they would
not rise above it.

Now to put the currency on this footing,
seems absolutely necessary, unless we wish corn
to continue subject to those fluctuations in price
which we have experienced during the last 30
years.

It is perhaps unnecessary to contend that
paper is a better circulating medium than gold.
It is determined by practice, which at least in
practical matters, is the only correct mode of
coming at the truth.  People in this country
who have no theories upon.the subject, univer-
sally prefer paper. It is more portable, for-
geries are more easily detected, at least with
the notes of country banks, and it is in all re-
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spects more convenient ; while every plain man
sees that bank notes answer the purpose of
money just as well as a metallic currency. In
Russia also, T understand, paper is preferred,
Before it was issued in excess, and the precious
metals were still in circulatien, it bore a premi-
um or agio of one per cent. and in this country
I am persuaded that merchants would on the
average rather give 5 or 10 shillings per cent.
for paper, than submit to the inconvenience.of
receiving their payments in metallic money.
Presuming, therefore, that the present notes
of the country banks are found to be as good a
dgscription of money asyneed, for any useful
purpose, to be invented, I venture to submit

the following Plan for the government of the
currency-i—

1st. Let an enquiry be made by a committee
of parliament into the circulation of all the
banks in the kingdom, at different periods, in
order to ascertain, as far as possible, the a-
mount ‘of currency necessary in different dis-
tricts, to maintain any given level of prices:

ond. Let public banks be established in dif-
ferent parts of the country, with proper capi-
tals, and to-each bank a certain amount of cir-
culation be assigned ; for which, let both the
bank and the state be security to the public.

3rd. Let each bank pay government for this
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currency, @ per centage, say 8 per cent.,
lend it out in the manner most agreeable to its
interests, and keep it in circulation or not at
its own pleasure.

4th. Let a board of commissioners be esta-
blished in London, under whose management
the currency may be placed ; and to this board
let every bank send weekly or monthly returns
of the state of the circulation, the supply and
demand for London bills, and such other infor-
mation as the commissioners deem necessary
for their government.

5th. Let these commissioners havean office
for the deposit of bullion, and purchase all that
comes into the country, at the mint price, or
a little above the mint price. Let them pay
for it by receipts or notes of not less, say, than a
£100 each ; and let any bank, either in London
or any other part of the country, to which these
notes or bullion receipts may be presented; be
obliged to discount them, not with old notes,
But by an issue of new notes over and above
their stated circulation, and then return them
to the board of commissioners.

6th. When a demand for bills upon London,
exceeding the supply, oceurs in any dis-
trict, let the demand be met by the drafts of
its bank upon the commissioners for bullion,
and let the notes received in demand for these
bills be cancelled. If these drafts are present-
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ed for payment in bullion to be exported, or
for any other purpose, let them be paid ; but
if they are remitted to any other part of the
kingdom, let the banks, to whom they are pre-
sented for diseount, issue fresh notes to their
amount. In the same manner, let the Bank of
England, or such banks of circulation as mayhe
established in London, pay their notes by drafts
upon the commissioners for bullion when re-
quired, and also issue fresh notes in discount
of such drafts when presented, the same as the
country establishments.

Now by this plan, while banks could not
manufacture money at pleasure, the eurrency
would dilate and contract in the same manner
as with-a metallic circulation. But, however,
we shall take the liberty of considering it more
in detail.

1. Let an Enquiry be made by a Commiitee -of
Parliament, into the Circulation, at different
Periods, of all the Banks in the Kingdom, in
order to -ascertain; as jfar as possible, the
Amount of Currency necessary in different
Districts  to. maintain any given Level of
Prices.

The obvious necessity of some such preli-
minary investigation by a committee of parlia-
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ment, or by the commissioners intended to
carry the measure into effect; renders any ar-
gument on the subject superfluous. - The pub-
lic welfare requires that private banks should
be called upon for the information necessary ;
though justice will of course require that the
information thus obtained, be kept secret, and
only the general results be published.

9nd. Let Public Banks be established in different
Parts of the Country, with proper Capitals,
and to each Bank a certain Amount of Circula-
tion be assigneds for which let both the State
and the Bank be Security to the Public.

Publiec banks, with proper encouragement,
might be established in six months, in'every
part of the kingdom ; and that is as soon as
any great national change could be expected
to be made. National affairs, like great bodies,
must necessarily move slowly. In the great com-
mercial towns, such as' Liverpool, it might be
necessary- to grant charters ; as in-the minds of
some there are prejudices against entering into
banks, which charters would obviate. But go-
vernment cannot possibly have any ebjection to
meet a little prejudice with a little parchment :
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