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perfon to whom the credit is given.

INQUIRY
INTO THE

PRINCIPLES OF POLITICAL OECONOMY

B 0 O K IV
Or CREDIT AND DEBTS.

P A. R T III
.4 OF EXCHANGE

: ‘ ) C HAP I _
- _ Of the f ;ﬁ Prmczp/e: qf Exc]mnge

AVING ended what I had to fa.y of banks, in which moft of

& the principles of private credit have been fufficiently deduced,

T now proceed to the do&rine of e‘:change, which is the prmmpﬂ
opexation. of mercantile credit. - . :

The fecuuty which merchants commonly take fxom onc another
when they circulate their bufinefs, isg bill of exchange, or a note
of hand : thefe are looked upon as payment. ~When they give cre-
dit to onc another in account, or otherwife, the caufe of Conﬁdcnce
is of a mixed nature; cftablifhed partly upon the fecurity of their
effes, partly on the capacity, integrity, and good fortune, of the

No man but a merchant hias any idea 6f the e\tent 'md nature of
this'kind of credit, It is a thing to be felt, but cannot be reduced
: - [
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16 prifciples ;" and merchants thernfelves can lay down no certain

rules concerning it. 1t is an o'peration which témlly depcnds upon

their own fagacity.

But when they deal by bxlls of etch‘mge, ‘the cafe is ve1y dlf—
ferent. The puncuality of acquitting thofe obhgatlons is eflential to.
commerce ; -and no- fooner is a merchant’s accepted bill protefied,
111an he is confidered as a bankrupt, For this reafon, the laws.of
moﬂ nations have given very extraordinary privileges to bxlls of
cxch.mge The fecurity of trade is cffential to every fociety ; and
were the claims of merchants to linger under the formalities of’
courts of law, when liquidated by, bills of .exchange, faitl, conﬁ-
dence, and punuuihty would qmcLly difappear ; and the great

"engine of commerce would bé totally deftroyed.

Arcgular bill of g_\clnnge is a mer mntxlc contrad, in which four

~pc1fons are concerned, viz. 1. The dmwer, who reccives the value =

2. His debtor in a diftant place, upon whom the b111 is dr ’1“’1‘1, and

- who muft accept and pay it: 3. The perfon who gives value for-

the bill, to whole order it is to be p;nd and 4. Thc pe1fon to whom:
it is ordered to be paid, creditor to the third. .
By this operation, reciprocal debts, due in two diftant parts, are

_ paid by a fort of transfer, or permuration of debtors and creditors..
(A) in London, is creditor to (B) in Paris, value 1oo/. (C) again’

in London, is debtor to (D), in Paris for a like fum. By the operation
of the bill of exchange, the London creditor is paid by the London
debtor, and the Paris creditor is paid by the ‘Paris debtor ;. confe-
quently, the two debts are paid, and no money is fent hom London.
to Paris, nor from P"ms to London:

In this example, (A) i is the drawer, (B) is thc accepter, (C) is the:
purchafer of the bill, and (D) reccives the money. Two pElious
here receive the money, (A) and (D), and two pay the money, (B)
and (C) ; which is juft what muft be done when two debtors and
two creditors clear accounts. o

This is the plain pr u1c1ple of a bill of exch mge From which it

appears, that vmprocxl and cqual debts only can be a.cqmtu:d by

1hun -
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‘evWhen it tlerefore hidppens;rtharithe reciprocal debts-of Loridon
and Paris' (16 ufe-the fanie éxample) ‘aré’not efual, there arifes.a
balance on'one fide. Suppofe London to owe Paris d balance, value

" 1001--How can this be paid ?: I anfwer," that it may “cither be done

with or “without the intervention of a bill:: #¢i
«With a bill, if an exchanger, finding a demand for ablll tipon
P'lrls, for the value of 160/ when Paris’ owes no more to London,
fends 1o . to his coirefpondent at Paris in coin, at the: e'(pence, I
fuppofe, of 12 and then, having become creditor on Paris; he'can

give a bill for the value of 100/ upon his bemg rep:ud his expence, :

and paid for his rifk and trouble. - 22 -

Or it may be paid \Vlthout a b1ll if the London - debtm ‘fends the
com himfelf to his Paris ‘creditor, thhout employm g an e\{ch'mger

Tlus laft example thews of what litile’ ufe bills'are in the pay
ment "of balances.” *As far as’the’ debts are equml nothmg can’ be
more nfeful tha.n bills of exchange “but the more they are ufeful
in this cafy way ‘of bufinefs, the lefs profit there is-to any perfon o
maked triide of exchange, when he is not lumfelf concemed euher
as debtor or creditor. ; s

\Vhen melchants have occaﬁon to dlaw and 1em1t b1lls f01 the

thcy meet upon ch'mgc, \vhere, to pmfue the former ex:
the creditors upon Paus, ‘when they want money for bllls, loc

. ¢
for thofe who are debtoxs to it The debtors to Paris again, \vhcn

they want blllS for m oney feek for thofe who are creditors upon
it. Thisisa 1ep1efenmnon of whut we have frequently called thc
money market, 111 wluch th Iemmzd is for moncy, or for bills.

This malkct s con
merchant of the t ouble of fe:u chmg for thofe he wants. To the
broker every one c01nm111nc1tes his wants, {o far as he finds it pru-
dent; and by gomg about 'unong all the merchants, the broker

dlfcovexs the fide upon wluch the greater dem'md lies, for money,.

or for bxlls.

" We

ttended by brokers, who 1eheve the

,‘CH:A]Z.‘I. .

We have often obfelved that he who is the demander in any bar-
gain, has conftantly the difadvantage in de'lhng with him bf whom
_he demands. © This is norwhere fo much the cafe as in- exchange,
and renders fecrecy.very effential to individuals among the mer-
chants. If the London merchants want to-pay their debts to Paris,
when there is a. balance againft London, it is their mteleft o con-
ceal their debts,-and efpecially the neceflity they may be .under to
pay,.them; from the fear that thofe who are creditors upon Paris
would demand too high a price for the cxchange over and above par.
..Onthe’other hand, thofe :who are creditors. upon Paris, when
Paus owes a balance to London, are as careful in concealing what
is owing to them by Paris, from the fear that thofe who are debtors
tO Paus would avail themfclves of the: compennon among the Paris
CledltOlS, in mder to obtam blllS for thexr ‘money, below the va.lue
Qf them, when at par. A cred1t0r ‘upon Paris, who is greatly preﬁ‘cd

for money at London, will willingly abate fomethmg of his debt,r

'm order to get one who will give him money for it.

. It is'not my intention to dip into the. intricacies of exchange: aIl_

mn icacies muft here be bamﬂled and 1nﬁead of techmcal terms,

had to plam language, for pomtmg out the ﬁmple opelanons of.
tlns ‘trade. It is by this method that prmcxples muft be deduced,

-md ﬁom principles we fhall draw the confequences wluch may be
derwed ﬁom them.

" From thc operation carued on- among melchants upon Changc,
which we have been defcubmg, we may dlfCOVCl the confequence
onﬂautly interefted.

of their {eparate and jarring interefts. They a
in the ftate of the balance. ~Thofe who ;ue cxednoxs on I’aus, fear

a balance due to London ; thofe’ who are debtors to Pans, dread a.
balance due to Paris. The intereft of the firft is to- diffemble whap

they. fear; that of the laﬁ to: exaggerate what they wifh. The

“brokers are thofe who determine the courfe of the dmy and the

moft intclligent merchants are thofe who difparch their buﬁnefs
before the fact is known.. L K .
. VOL. IL sf NOW
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’Now I '1ﬂc, how trade, in gencml is' interefted in the queftion,
who' ﬂnll outwit, and who fhall be outwitted, m tlns comphcated
operation of exchange among merchants? ~ . . i ety
" The'intereft of trade and of the nation is punmpﬂly concemed
in the proper method of paying and recciving the balances. Itis
alfo concerned in preferving a juft equality of profitand lofs among
'111 ’thé'mérclnms ‘relative to the ‘real ﬁate of the bala;nc'e. Un-

ﬂamly draws along with it bad conf_equences to-the general urider--

taking, as has often’been-obferved; and fecrecy in trade \‘vill'bei'

found, upon examination, to be much more ufcful to merchants
in their private capacity, than to'the trade they are carrymg on.tii
‘Merchants, we have faid, in fpea.kmg of the bank of England
endeavour to ﬁrnphf; their bufinefs as much as poflible; and com~
mit to brokers many opcntxons which 1equuc no-peculiar talents -

_to execute.” This of e\change is of fuch-a nature that it is hardly

pofﬁblc for a merchant to cury on the bufinefs of his bills, wnh—
out their afliftance,; upon many oceafions. - ‘When inerchants come
upon gl}ange tbey are fo full of fears and jealoufies, that they w111
they want to Conceal The broker is a confidential man, in fome
dcgree, between parties, and brings them together.: == 1< 7
Befides the merchants, who circulate among themfelves their re-

il

ciprocal debts and credits, arifing from their importation and expor-

tition of goods,’ there is another fer of merchants who deal-in
cxch’mgc ; which is thc mlpm tation and expcu tation: of money and-’
bills, - RATE - e R HIN

Were there never any Bahnce on the trade of nations, exclnn gers-
and brokers would find ‘Jitdle employment: reciprocal and equal"
debts would e'lﬁly be tranfacted openly between the parties them::
felves, - No'man ’ feigns and dxﬁ"cmbles, éxcept when he tths hc
has an intereft in fo-doing.™ - R -

But when balances come to be paid, exchmge becomes intricate’;

'md merchants are fo much employed in particelar branches of

buﬁnef 5,

SR L
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bufifiefs, that they: afe obliged to leave the hqmdauon of their debts
toa pnnculm fet of men,:who make it turn out to the bLﬂ: "ulv;m-

‘t"mc to themfelves: ™ @ orsiails i \
#4\Whenevera balance is to be p’ud that payment coﬁs, 1s we hav
fcen, an additional expence to- thofe of thc place who owe it, over
"md ‘above the valué of the deb " ; .
.1f, therefore;. this expence-be-a lofs to the mdmg man, he mu{t
“either be repaid this Tofs: ‘by thofe. .whom heferves, that s, by the

‘pation';* or the trade he carries on will become lefs profitable. .

. Every one will agree, I bche’ve, that the expence of high exchan gc
upon paying a balance, isalofstoa peoplc, no way to be compen-
fatéd by the advantages they reap from enr iching the few indi-

-viduals ‘among thiem, who gain’ by contriving methods’to pay it

off: and if an argument is neceflary to prove this propofition, it

" :may be drawn from this; principle, to wit, whatever renders the

;profit upon {mde precarious or uncertain, is alofs to trade in gene-

_ral: this lofs is a conféquence of high exchanges. and '1lthough a

-profit does refult from it upon one ‘branch -of trade, the exchange

’ buﬁncfs, yet that cannot compentfate the lofs upon every other. .

."We -may, therefore, here-repeat what.we have faid. above, tlnt
the more difficulty is found-in pa.ymg a bal:mce, the greater is the
lofs to the nation. *

< 'This being admitted, T thall here cnumeratc '111 the dlfﬁculncs
wwhich occur in paying of balances. Moft of them have bccn '111(:1(ly
mentioned from their relation to fllb_](f&S already dlfcuifed ; and
scould it be fuppofed that every reader has retained the wholc chain
.of reafoning alrcady gone thlou gh, arepetition in this place would
be fuperfluous: butas that cannot be expedted, I fhall, in as {hort
‘and diftin€ a manner as poflible, recapitulate, under four ar ticles,
what I hope will be fuﬂlCICnt to refrefh the memory upon e"Lch of
them. o :

1mo, The firft dlfﬁculty wlnch occurs in pwmg a b'tlancc, is to

determine exa@ly the true and intrinfic value of the metals or coin

in whxch it is to be paid; thatisto fay, the real par. . .
S{z2 - : 2do, Tlow
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sl \Vhen com is introduced;: the- dcnommauons of money are, real-
in a determmatc quantity of . the. pnemous metals, Iand thc
fabncatxon of -the “bullion into coin, raifes the vﬂue of ‘that coin-
modity, bullion, hke the; manuf"t&urmg of evc1y othcr natunl

pmduéhon‘

co/When coin;- therefore, is cmployed in paying { fums a to.

the legal denomination which it carries, jtis mone t merchan-
S e

dize ;:but when it is given at any othe1 rate ;han
1‘t is merchandize, NOt MONEY:, ;- o

In the third book, we ‘have. ﬂl(’_\ tly i
1eahze with exadnefs, the “denominations. of money of accompt, m
the metals which are conﬁuntly vzuymg in their value, and expofed
to wa{‘cc in circulation: ™ DU

We have fhewn, by many examples, how, in fact, the value of
the pound fterling has been fubjet to great viciffitudes of late, from
the great diforder of the coin. S :

“.7The coin of France is indeed, upon a better footing in point,of
umforxmty of weiglit, than ours;. and the - proportion of of the m 'Als-
.in it comes nearer their pLefent yalue in the market: ‘but. then as
.oft as the balance turns againft France, the high mpoﬁnon upon.
her coinage, expofes the coin to great; ﬂu&uauon of value, when
compared with bullion in the Paris market.: is alfo to be-
~afcribed to the nnperfe&lon of thev
while they are merchandize at the fame mm
."This being the cafe, the way to. calculate the rea
‘Detween nations, who have in common 1o, determmate and inva-
riable money, exclufive. of coin, is tg)' gogl_@t‘].g gold and ﬁlvm
as the next beft fandards .o s il

This is a. merchandize whiclx never vane
gold is always the fame in every mafs; zmd welght for weiglit,.
there is no difference in its value 0%, qualuy any whexe )

i:,This ftandard being oneg, adoptgd theca latlon of the real par
becomes an. eafy operation .to, thofe who

zds when fed as money,

ar of ) exchan ge4

qlrmlit:y Fine

bulhon market in the two places exchl nging

rors

>
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CIF, by th tplcil'tdtio’ﬁ"of all 'th'c'h'cwy com of Lormon, Bills Frigt
be paid in; vom out cuuency, the rife i m [IIL pncc of gold i in their
nmlkct abovc mint pucc \wll m"uL pretty nculy how fzu 1r 1s
hght.. '

If, on rhc other hand, the wars of I‘rancc, or an unf'wour'tble
4b:11’mcc upon lLier tl"ldc {thall oblige her to export her coin, that
opemnon will fink the value of. it, or rajfe the puce of bulhon,
which ever way you choofe to exprefs ir. ”

It is not here a proper placc to refume the qucfhon wInch of the
two expleﬂions is ‘the moft ploper " we are here conﬁdelmg the
value of the bullion as what is fixed, becaufe it anfwers the purpofe.
But whether we fly that bullion 7ifes in the markets of Paris and

London; or that the value of their cuucncxcsﬁ

ks thon gh from very
different caufes the calculation of the ‘real par will procced w1th
cqual accuracy.” 'An cxample will illuftrate this. i

When fine gold is at the lowelt price to which it can ever f"d] at
Paris, that is to fay,. at the mint price, it is wor th 740 livres 9 fols,
or 74045 hv1es per mzuL in decxmals, for the cafe of mlculatxon.
The mark contains cight ounces Paris weight.: - - _

“ Were the ounces of Paris equal to tho
“fum, or ga.g 5562 livres, would be +the value of that ounce by wlnch
gold is fold at London, 3 “

But the Paris'ounce is aboit 1L
ounce; and the exa& proportion be
“the confufion of wmghts and the
“land.

RN

per cent. hghter than thié troy
tween them is unknown; from
want of a ﬁ\ed ﬂandard in Eng-

fia

By the beft caleulation I have been able to nnLc a Pa
thould.contain 473 grains troy,

the two ounces to be as 473 is
in the troy ounce.

aris ounce
which makes the proportion between

10 480 wlnch is the number of grams
Gold bullion at Paris is 1cgulated by the markﬁm’,
the ounce flandard,

“When ftandard gold bullion is at the loweft pre iceitcan be atLondon
_dt-is worth the mint price, or 30175 100d, per troy ounce, which,

- c.».pmﬂ"ed

at London by

3,

{e of ¢ troy weight, 2.of this

OF,. POLITICAL OECONOMY i 319

s

g

CHAP.~ 1L ..
fterlin Stamla.ld isto ﬁne, asri
cxpreﬁ'ﬁd o dfeem\l?ca:tsl,ylstsh?jﬁce ﬁne Z;;s 4. 24.761 ﬁellmg and 619
e eqof fne’bulhon be worth, as has been faid, 92. 15151;
the Parls o e troy, according to the above proportion, will be
fiores, ¢ 0611?‘\:71 es. Divide then the livres by the flerling money, .
R 1nt: will give you the real par of -exchange jof the
and dhe quore hile bullion remains at that vﬂue in Paris and in -
pousd ﬁcrhng*’i j‘f ¢=a2.112 hvles for the pound or 32. 56 d, ﬂexlmg

. London, ViZ. srzTe—~

s 1¢e -
or U
GOld bunlon never can rife 111 the Iill 18 1[13-11in l-t lC Lft all tl

/e the value of the coin; that i is, to
hﬁ ‘Gv?r lctslzlezcinfx[i;rflif;, a::): zofl livres per ounce Paris, and 1051.7
801.6 livr !
11V1’35 o tmyloun:‘lecc of gold bulhon rm.y l‘lfC at Londdn no man :
 How high t;e fll heft it rofe to, during the laft war, was, I De- v
can fry 5 Dut técd gn ounce ftandard; or to 4. 39991 ﬁcxlmg per
P s sfhvxde the value of the ounce troy fine in French .
e e e t“‘ at this rate of the metals in both cities will be :
ey the rea1l P:Zs for the pound fterling, or 31.155 pence Pcerlhn;g
B o I1wcrown of 3 livres. But fuppofe two cafes w 11;: b
fm O e 1. That gold bullion at Paris fhould be at ;.1(:
o haPPenf Vl?ule at London it may be at mint price: ‘or;, 2. T;:
e Cdrgl:: \Y)e at mint price,- when at London it is at 4/ o
MIP"”S ‘ltl the}xfl the real par of exchan ge be? md ﬁer
¥ ot ., that on thedfirft fuppofition, it w1ll bec one pov %
S . livres, and the crown of 3 livres equal to 30.07
lmg’ KW = ¥i9the other, equal to 21.34:livres for the pofund ‘
i?cenlcfl: e::zgfoz the crown of -3 livres 33. 7°8 A difference of no
erling,

han 8.9 per “cent, : ] . cxc}]an .
lcﬂs tt ot vaulent that thefe variations muff occur in th g
s it n

hat they pro-
s? Andi is it not alfo plain, t
et o Pa” . f bullion, not from exchange?
Guation of the price of bu
Ce(\:;&l’ ﬁlOI?eth; ﬁﬁ;k demonftrated, in the-third book,-that a wrong
¢ have,

b ance upon t I d ‘ b to the ICLOf C01n,.
aian: upon he I’rcncxtu Clill CS ll 10n 0] Pl
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mgs it.down to- mmt price:-s The price

- So that 8 per, cent. of ﬂu&uatxon in
ounted for inthe Daris m:uket, with-
Englifh market.’
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and that 2 righc bﬂancc bri
of coinagé is above 8 per cent. !
the price of bullion is eafily acc
out combining the variations in the
- In London, where no coinage is paid, were all the coin of full .
weight,. and exportation free, coin and ftandard bullion would -con-
ftantly ftand at the fame price: but when the heavy coin is exported,
and the currency :becomes light by the "old mm'um.ng in cucula-
tion, the price of bullion rifes in proportion, - . fonn iR
- Is it furprizing that, at- London, gold in bullion ﬂlould be worth
as much as gold of the fame fandard in guineas, weight for wexght :
It is worth as much at the mint, why fhould it not be worth as
much at market? Any man may offer to pay, for 1he ounce of all.the
guineas coined by Charles IL ]amcs 1L and William III. now in cir:
culation, the higheft-market price that ever was glven for ﬁandaxd
gold bullion in London, and gain by the bargain.
This, 1 hope, will be fuflicient to fatisfy any body that thexe isa
miftake in afcribing the hlgh price paid for the French crown in the

roeis

w1th France. g e
From this new light in wluch I have placed the que(hon, I ho e

the arguments ufed in the 16th chapter of the firft part of the third,
book, will acquue an additional force; and that theleby the yes
of this nation may be opened with regard to the mtere(’cs of the
¥rench trade; a point, I fhould. think, of the higheft concern. ... i

To calculate, as every body does, the par of the French crown, ¢cither
ilver in the Englifh faudard coin, when no fuch'
and to ﬁate all thatis given for the crown above*
he ﬁlVCl, or goxd. if .you reckon by the
is an error which-may 1ead

Standard coin cxnﬁs 5
293 d. if you reckon by t
gold for the price- ofa wrong balance,

- to the moft fatal confequenccs
o If govemmem {hould think fit t
coinage, equal to that of France, a
+weight, and at the due pxoportxon,

(o] 1mpofe, in their own mmt,

and make all their coin ‘of cqual

it will ulsc off all the lofs we
fuffer

ade of England i
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CHar 1L
fiiffer by paying coinage to France, which we at préfént impute to
the exchange, while fhe'pays none to us. But then it will occafion
nearly ‘the fame - fluétuations upon the real par of exchange as at
pxcfent H only from another caufe on the fide of Great Britain. ~At
p1efent our ewcch'mge becomes favourable from the weight of our
own curréncy, and the ‘balance againft France upon her trade;

whlch, in Paris, raifes the price of the bullion with which we‘ ;
our French debts.” - On the other hand, our exchange.becomés 1:;:-
favourable from the lightnefs of our own currency, from the coin-
age we pay to France, and balance againft us; which laft carries off
all'our new guineas; and in the Paris malket, finks the valuc of

) th"lt bulhon in which we pay our French debts. 2
iy i Were' mattexs put upon aright footmg, we fhould gain from
rance the price of -ouf coinage, when our balance is favourable;
e N

and- pay coinage to France when their balance is favourable;;
ftead "of feemg our exchangc turn more in our favour, onl ; o
the additional wexght of the coin in which we pay ’ Y 1°m
‘If French coinage fhould appear too high a price for the interéft 6f
otherbranches’ of Britith trade, a qucfhon I thall ‘not heré” dete
mine, let us 1mpofc at leaft as much as to keep our guineas’ out (:;'

the meltmg pot, and bamﬂl all thc old coin wluch throws us mto

fuch confuﬁon : RN

'Wlnt has been faid i is undoubtedly too much upon this' fubject
for theé generality of readers, The number of thofe who canJ o
through a chapter like this with plc.lfute is very fmall. But if «FQ
1(1(:'1 I'have been endmvouung to commumcatc, be found j ;ﬂtblc
one ‘man’of capacity, whofe opmlon ﬂlull have ‘wéight in tl;]c dcl\-f-
berations of Great Britain, the' con&quenccs nny be great to thI
nation ; zmd this confideration will, 1 hope plcad my excufe. N

I thall now fet this qucﬂlon in :mothcn point of view, from which

the ft
refs of my ‘arguments will bL fclt, and all mlucatc combma.—

nons w111 be laid afide, =77 v A
‘D
T ocslnfot the_price of exch:mge, or what is given abovc the paf
P vcgeii 1xom ‘the expence of fending the metals from:ong,place t(;
L Tt the
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\he other, the infurance of them, and: the exchanger’s pxoﬁtfl it
this be true, ,wluch 1 belmvc no body wall .deny, muft not what is;
p"ud for the-bill,, over and above thefe three articles, be confidered:
as the real, par, 1L1'mvc tQ exclnngc’ Now: does. the price of the:
1)u]lxon which. tbc cxch'mgm pays.in’ his.own market, onthe pucg
he gers for that ‘bullion.in the market to which: he fends it,, :11t al

enter into-the account of: the tranfportation, rifk, and profit; which-

v the exchanger has on the operation ? - Certainly not, May there not.
" bea.very great difference between the buying and, felling: the very:

fame bullion in different mall’ets at one time.and,another? .Ought:

we not to charge that to fomc other- wccompt than to thc price of;;

exchange, which is conﬁned to.the expence of- tlanfpoxtmg tf_vle ba~:
lance only, and when two ob]L&s totllly diflcrent. are include un—v
der. the, fame term,. does. it not tend to. per; plex our notions- concerns
ing: ‘them?

The great var iation in. the price of. bulhon in I’ra.nce, for. example

and the expence of procuring it,, proceeds from, three caufes:. The ;
firlt is, the coinage impofed in 1"1‘mce while none is. xmpofad in
2
England. What, therefore, is paid upon this account, is proﬁt to.-,
d.

France, and lofs to Englan

Thc fecord mufe of variation, is the deb'lfemcnt of the vﬂue of K
the pound ﬂelhng, when the heavy gold has been fent 'xbroad»»
That lofs affe@s the nation, and every man in Engl:md in.the qua-.
hty of creditor for fums fpemﬁcd in pounds ﬁellmg, to the proﬁt
of all debtors. - . .

The third caufe of variation, is from the great expence exc nngas

are put to, in procuring the metals from other countries, when they:.,
) ’ . ~ . )
cannot be got at home: the confequence of this.fhall be explmned .

eding chapter.
. Xsf:flct?lxc(e f'ulfef are combmcd in the exchange upon bills whcn
they come to market, I think it is proper to analize them, beforc
the do@rine we are upon can be diftinétly underftood.
I {hall thc1 cfore conclude my. chapter with thlS propofition :

' : ' That
7

L S S SR St
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wvalue of the ‘metals,* coin, or money, it which the b1hncc due 'to
‘or from a foreign nation‘is 't6 beé paid, is to comparethe" 1cfpc&we
value of fine bullion w1th the 1efpcéhve denominations of tlie com
in the one and the other; i and to ﬂate the dlﬁ'excncc as the pucc
p'ud for the exclmnge *,

: % There occurs another confiderable dlfﬁculry to-be removed, before the real par of
Cxchﬂnﬁe can be exatly deterinined from the prlcc of bu]llon, to wit, the uncertamty
of wexghts, and the mulnphclty of them.

Every nation in L‘umpe hds a differént wemht, I mmht almoft fny every ciry This
Tas proceedcd, in a-gteat mm[‘ure, from” the inaccumcy with which rhey have been
made former]y 1 think it is hlghly pobable, that many, at Jeaft, of the prmcq.:l

elahts in Europe,’ have denved their -origin from' the fame ftandard ; 3 although they
are fiow conﬁder:xbly different.  Thofe I am‘beft acquainted with &re the following, of

which T thall-here fet down a fhort table, reduted to troy grains, according to the bé[’c
calculat.nn I have becn able to makc.
*One ounce troy contains™ - e e C .

. - . 480 ttoy grains,
: _One ounce Pans, orpo/d: demare, © s - = e 4;/43 o
* :One ounce Holland troes .= - PR - 47327 N
‘- One ounce Colonia” ©* -2~ - ¢ .

-t = 449.33 -
- Thefe are the weights ufed in the mints ofEngland ‘France, Holland, ard Germ;my

JIfdd tthcfore we ﬂmuld call the’ tmy olinice 160, the' proportmn of the ref‘t will be ad

follows : -

Troy . - - A ,‘ oo
CParls J0 . el el LR 93‘541
. Holland - - - - . 68557
':Colonh"' L S T 93.61

“T'have chiofen to reduce tdounces; b..caufe it'is the denomnmmm in \vhtch the pro-
- portion of weights is beft preferved, -t v s el
"Thefee ounces I apprehend to have been originally taken (rom the o]d Roman pound,
which was the weight adopted by the Emperor Charles the Great, who applied himfelf
much to the eftablithing a general landard of welnhts in his dominions.
In the e‘(amples I have given, we fee how the Colonia ounce deviates more than :my
other from the average on the whole.
This ounce is very near equal to the old Saxon ounce, efltablifhed in the Englith
mint at the Norman conqueft, and there preferved, until Henry VIII, fubftituted

Tt 2 in

! 'That theé beft méethod of detcrmmmg cmé‘tly the trine dnd mtunﬁc_




and drew them from a {tate of abl‘ulu(c barbnn:y The rude’ mannecs of the Saxons

'wemhr, wd libitum, and to fend a moft accurate copy of it to every- mint in Europe

. parnculnrs
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inits place, the troy weight. This circumftance makes it probable that the Saxon.
ounce -came originally from Charles thc Grent, who firft conq\ltred the Saxon nation,

may have oceafioned this great d vi tion, . RORSRS -
The dnﬁ'erence, therdme, in thofe ounces, 1 al‘cnbe ro Lhe pmgreﬁ‘ve error of thofe
who have made weights, and from the’ neUIe& of prefervmg 4 proper ftandard.

The beft remedy for this inconvenience,” would be, for any one mint to form -8
.

mention, at the fame ume, the exack proportion: between the weight fent,, and thar ob,—
ferved at their own'mint to beg of the other. mints an equal communication i of “the-
prcportion between the weight fent, and their feveral ftandards :. nndlaﬂ of all; t6)pubs.
lith-in the news-papers of all commercial towns, every market day, as is done ag. Ame
flerdam, the price of fine gold and filver, according to, this new wewht made.for the
purpofe. This weight may:be, callcd the mint-weight of, Eumpe and fmm the uni,

verfal-utility which would follow upon fucha regulanon, it probably mxght be followe
were this to happen, it might be :xﬂep tuwards eft:
weights every where.

thle matters {tand on. the pr,efent fqotm
Firlt, Of the proportion. of the different_mint welghts. Secondly,

the regulmons by which: the coin_is made. And laftly, Of the exatnefs.of. the.m
in followmrr the reoulauon Evyery miftake in any one. of. the(e three amdcs is an.
xmpedlment (%) thc_]uil detexmmatlon of the-real par. -

I acknowledge that,. in.fa&, exchange bufi nefs goes. on fmoothly, notwnth[tandmg
Al the difficalties we have beén enumerating. It may therefore be a{ked, in: what
would confift the great advamage ‘of fo ferupuloys a niety 2., .. g

My anfwen is, that exchange. bufinefs will. always® go. finoothly- on,: as lon :

exchangers gain,. and that trade is not mterrupted. cond o hasia
But trading men confider theu' own intereft only:s: and Tiam conﬁdcrmg the intere(t:

of an intelligent ftate, hxch wants, to romote the ood of the whole commumt 3 wﬁ
g Whic ) PIC 8 ¥
teref’c of mdmduals. p ) e

s neeeﬁ'ary xo be mformed uf three

out eccafioning any hurt to.t

fm_ /J t/Je Mctal.r or C'am of 4 Ntztm/z. o

PIL mmnvcmenceq wh1ch occur when balances are'to bc pndr
A . -in bullion or coin are thefe:: -

.- Firft, The want of fecure and 1eady nanfpouanon from: Lhc ob—-
ﬂrm‘hons government throws-inr the way to:prevent it.

Secondly, The dlﬂiculty of pxocurmg ‘the ' metals abwad whem
rhey are'not to, be foundrat home:. = .

“When' we fpeak hiere of Balances to be- p'ud fiom: one country-to-
another, we underftind,* that .the ‘general ‘amount of the" whole
payments ‘to be made to-the world; ¢xcéeds the fum of all thatis.
rec1proea11y due from it. So far-as a balance-due to oné countly—
is compenfated with 2 balance due by another, they may be mu-
dxfcharged ‘by bills of exchange according to the prm iplesi
dy laid down LAl compenfauons being made By bxlls dr wh f
recxproca.l debts; we muft here fuppofe 2 balance due’ by the Vcoumry
whofe intereft-we are confidering:- Thxs like- debts belwecn pu—~
vate peoplé; mutft either be paid-in mnmﬁc valuey or -by fecurity
for it that is; by contradting a permanent:debt beuung intereft,.
The fiéft is ‘the- queftion- here- before s the {fecond will: be - exa--
mined-in-the-fucceeding- chapter. ERA RS

The firft: difficulty. mentioned; to* w1t;‘the Want* of fecureand!
réady tranfportanon of the memls,’ proceeds i a great meafure from:
thie obftru®ion’ government-tht W intthi" way.to’prevent the ex-

- portation of them. To remove which difficulty, itis proper to fhew-

how-far it'is thie intereft of government to-obftiuct; hew far to acce--
lérate the tranfportatxon of the metals.

We Have- fxid that it is-the advantage of "every ftate, in- pomt of
trade; to have balances paid with the leaft expence. If*thien we:

fuppofe that: it is e1ther neceffary or expedient. that this - balance
' {hould:
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fhould: be, paid in the mertals, govemméut in - that cafe,: ﬂloﬁld
facilitate by every mcthod the fending thcm of[‘ in the cheapeﬁ and”
fecureft way.

But fince governments do not follo\v that rule,” we muft examine-
the reafons which engage th(.m to prefera cormaly condud.

The principal, the moft gCllClle, and ‘moft rational ob)eéhon
againft the exportation of the metals, is, that when it js pemntted

- vithour reftriction, it engages the-people, when thcy -go to foreign

markets for articles of exportation; to run to the coin, inftead-of
carrying thither the pr oduct .and manufattures of the countrys.
From which a confequence is drawn, that as long as coin and bul- -,
lion are fairly allowed to be- expoxted thc rich. mlublmnts \vﬂl
cmploy them for the purchafe of fcne;gn commodmes, to the hu1L
of domeftic mduf‘ly : . e
Tlns is an objcéhon of glmt wexght relauvc to the ﬁtuanon of
many -nations. . The Spaniards .and Portuguefe: ,_feclv it feverely.,
Many individuals there are very-rich; the numerous clafies of the

- people. are either lazy or not properly bred to induftry. - In that.

fituation the alternative to government is very difagreeable,- Either
the rich m_uﬂ:;lgc deprived” of every enjoyment with which thelr_,
ind'u{‘l:-rig)g,s neighbours alone can fupply them, until, by very flow:.
degrees, the loweft clafies of their-countrymen can be engaged io.
change -their way, of living, and be infpired with a fpirit of ;in-; .
duft.y; or they muft be allowed to gratify the defires which riches i,
create, at the expence of the nation"s_ ;reaﬁ;xe, vand the improveimcn_; .
of their country.,
¥rom this alter

To forbid the i 1mport1non of every foreign manufacture \vhathA )
ever; to fubmit to the Thardfhips, ncchT"mly melled in the circum
ftances of the nation; and to pay. freely what balange may be Qv

ing upon natural ploducc 1mp01tcd for me ufcs of fubﬁﬁenceJ or, » -

manufadture. . i
This is a plan mo 'md moxe cqﬁly e;ecutcd th'm L ge- ..
neral pxolubxtxon to e\pmt “the metals’; ; bécdaufe with good 1eguh— '
.. tions,

tive we, dlfcovex thc puncnplc wluch du-c&s the ..
condudt of a ﬂatefman under fuch circumf@tances, viz, .- . - [
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tions, 'propel‘ly-e\‘t:cuted-“ you may prevent the impdlt"ztion'of ma-
nufactures ;' but it is: hardly poffible to prevent the exportation of
tlic metals: neceﬂ'ary to pay forwhat you have. bought from ftran-
gers, by the permiflion of government: and on' the other hand,
fuppofe you do effectually prevent the exportation of the metals,
thie'confequence will e, to put-an‘end-to all foréign trade even in-
natural ploduce ‘What nation will trade with another who can pay
only by~ barter?’ All credit will: then be cut off'; for who will ex-
change By bills; with- a-place which cannot. pay, cither in- their
own CUrrency, or w1th the mct"tls, the debts which' they 1cup10-
cally owe 2: 2 Gl

"The maxim. thcrefm e, hcre, is-to, prevcnt the contr aéhng of debts
witluftrangers; but-when you allow them to be contracted, to fac1-
litate the payment of them. ..; - : .

This:reafoning is only calculated to d1rc& a ﬂatcﬁnan who finds.
himfelf-at the head of'a rich luxurious nobility, and an-idle or ill
inftructed:common’ people,- furrounded by induftrious neighbours,

~ whofe affiftance. may be neceffary upon many occafions, to provide -

fubfiftence, or the materials of manufacture, to his people; and
this while.he is forming a {fcheme of introducing induflry at home,
as'a bafis for afterwards eftablithing a proper foreign commerece..
But-in this fubje@ combinations are infinite, and the fimalleft
change of: circumftances throws the dccxﬁon of a queihon on a dif-
ferent: prmcnple : S
‘1I:will ot therefore fay, that in- evely mfc wlnch can be fup-
pofed, certain reflrictions upon the exportation of- bullion or coin:
are contrary to good policy. . This propofition I confine to the flou-
rifhing trading nations:of our own time. *i* ">
To fet this. matter in a fair:light,-and as an exercife’ upon prin--
ciples, 1 fhall borrow two combinations, one from hiftor y, and an-
other-from-a recent example in France, in which a-clog upon the
exportation of the metals and coin were very politically laid on.
- We learn from-the hiftory of Henry VIL of England, a fagacious.,
Prince,. that he eftablifhed 'very fevere laws againft the cxportation:
- - of

e, G e e e e e+
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ofbullion ; and obliged the merchants who imported foreign com-

modities into. his dominions, to inveft their returns in the natural
produce -of England; which at that time confifted principally in

wool and in grain. 1

The circumftances of the times in which that Prince lived, muft

therefore be examined, before we can juftly find fault witl} this ftep

~of his political oeconomy. ) . ‘ )
. In Henry the Vilth's time, the foreign trade of England was en-

tirely in the hands of forcigners, and almoft every elegant manu-
facture came from abroad. o T

" Under fuch circumftances, is it not plain, that the prohiibition of
the exportation of bullion and coin was only a compulfion, con-
comitant with “other. regulations, .to oblige foreign mercharits,

refiding in his kingdom, to buy up the fupesfluity of the Englith .

natural produce of wool and grain? Had not the King taken thofe

meafures, the whole money of the . nation would have been ex-'

ported; the fuperfluous natural produce of England would have
Itin upon hand; the abundance of thefe would have brought their
price below the value of the fubfiftence of thofe who produced
them ; agriculture would have been abandoned ; and the nation
would have been undone. : ol

1 allow that nothing is fo abfurd as a defiré to confume foreign-

productions, and to forbid the exportation of the price of them. I
alfo allow, that every reftraint laid upon exporting filver and gold,
falls upon the confumer of foreign goods, and obliges him to pay
the dearer for them ; but this additional expence to the confumer,
does mot augment the mafs of foreign debts. " The debt due abroad
will conflantly be paid with the fame quantity of coin, whether the
exportation of it be allowed or forbidden ; becaufe the lofs of thofe
who pay the balance arifes from the rifk of confifcation of the mo-
ney they want to export againft law; ‘or from the high exchange
they are obliged to pay to thofe who take that rifk upon themfelves.
In both cafes, the additional expence they are put to remains in the
country, and is repaid them by the confumers ; confequently, can

never

‘therefore, upon: the expoitation of fpecie,-arenot in every cife o

“:abfurd as they appear at firft fight. It is very certain that no body

. much afraid of the confequences of the money going out, as of the

gives mecy for nothing; confequently, a ftate may reft aflured

-thhat ,t}'xe'.propr_ietors of the fpecie, their fubjets, will take fuflicient

‘care not to make a.prefent of it to foreigners.- The intention,
therefore, of fuch prohibitions, is not to prevernt the payment of
what peoplé owe ; but to prevent that payment from being made in
coin or bullion; and alfo to difcourage the buying of fuch foreign
commodities as muft be paid in fpecie, preferably to others which
‘may be paid for with the returns of home produce. L
£ When a ftatefman, therefore, finds the balance of trade, upon
the main; favourable to the country he governs, he need give him-
felf no trouble about the exportation of the fpe,cie,' from this fingle
principle, to wit,.that he is fure itis not given for nothing. - But
when the balance turns againft them, in the regular courfe of bu-
finefs, not from a temporary caufe, then he may lay reftraints upon
the pxportation of fpecie, as a concomitant r¢ﬁri&ion,,togeghcr
with others, in order to diminifh the general mafs of importations,
and thereby to fet the balance even. S, IR

In a trading nation, I allow, that no reftrition of that kind ought
to be general; becaufe it then affects the ufeful and the hurtful

“mevei Foccafions'one farthing more ‘to" be - exported. s Prohibitions,.

branches of importation equally: but in Henry's days, the fale of -

_coi'_n} and wool was fufficient to procure for Englandall it wanted from
abroad ; and the interefts of trade were not fufficiently combined,
to cnable the ftate to aét by any other than the moft general rules.
Torbidding the exportation of cbin was found to.promote the ex-
portation of Englifh ,productions, and this was a fuflicient reafon
for making the prohibition peremptory. -In this view of the mat-
ter; did not Henry judge well, when he obliged the merchants who
imported foreign goods, to inveft the price théere_céivcd for them
in Englifl commodities!- Once’ more 1 muft Tay it, he was not fo

corn and,wqol remaining at home; had he been fure of the expor-
- YOL. 1L ' h '
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- cation of thefe articles to as good purpofe another way, the prohi-

hition would have been abfurd; but 1 am perfuaded that was not
the cafe.

The example taken ﬁoxn France is this.

After the fatal bankruptcy in 1720, by the’ blowmg up of the
Miflifippi, the trade of France languiffied from the effécts of the
inflability of their coin; until the year 1726; “Wwhen it was {ét upon
that footing on which it has remained ever fince. .

Upon that laft geneml coinage, the famie principles of enuchmg
the King by the operation, directed the conduct of the minifter.

The old fpecie was ciied down, and profcrlbed in circulations
but it was thought, that as it was the King's'coin, he had a 11be1ty
to-fet a price upon it, “at a different rate from any other bullion of
the fame finencfs; and that he had alfo a right to command the:
proprietors of it to bring it to the mint at his own price:

The confequence was, that thofe who.could-were very deﬁlous
to fend it to Holland, in order to draw back the value they had fent
in bills upon Paris. :

Undér fuch circumftances; were not- pxolubxtlons upon the ex~
portation of this coin moft confiftent with the plan laid down? We:
{hall; in the next chapter, examine Lhc confequences of this ope-

ration upon the exchange of France:

What has been faid, will, Thope, fuffice to explain fome of. the-
prn’lClpdl imotives wlhich ftatéfinen may have, when thcy lay re-
flrictions on the exportation of the metals, with.a view to favour the
wrade of their ndrion. - .

But befides the interefls of trade, there are other reafons for lay=.
ing prohibitions on the. exportation of the national coin, although:
hitt of bullion be left free under certain reftrictions. -

As often as it happens, from whatever caufe it may proceed; that
the value of a nation’s coin falls to par with bullion of the{fame
finenefs, that coin, if exported, may be melted down. This is a

lofs ; Becaufe it puts the nation to the expence of coining miore for-

the ufe of circulation. - )
) ‘When
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When nations give conngc gr atis, or ‘when they allow the coin
of other nations the _privilege of p'tﬂmg current under dcnomms.—
tions cm&ly proportioned to its intrinfic valuc then cojn never can
be worth mere than any other bullion of the fame ftandard; con-
fequently w111 be exported or fmugglcd out upon every occwﬁon.

1f, therefore, a nation does really defire to avoid an expence to
the mint, they muft make it the intereft of merchants to export
every other thing p1efexa.b1y to their own coin. This is done by
1mpoﬁng a duty upon the coinage; and this will either prevent its
going out unneceﬂ‘auly, orif it be neceffary to export it, the coin
will return in the payments nnde to the nation, in confcquencc of
its a.dvzmced V"Llue above any o ther bullion which can be fent.

The fo1b1dd1ng the exportation of coin, implies a reftriction upon

) the exportation of bullion ; -becaufe, unlefs the bullion be examined

at the cuflom houfe, and the ftamps upon it lookcd at, itmay hap-
ing but the nation’s coin melted down, with an in-

tention to av01d the law. Tor this reafon, whoever bri ings bulhon

- to be ftamped, whether it be for exportation or not, muft declare

tha.t it is not made of the nation’s coin. How ﬂcnder a chcck are
all fuch dcclaranons ! The only one eﬂ'cuual is private mtcuﬁ a.nd
as no man will take his wig to ﬁuﬂ his (.luu' whcn he mn get
cheiper nntemls equally good, fo no man W111 melr down coin
which bears an advanced value, when he can procure any other
bulhon. - i

On the whole, we nny determine, ‘that a flourifhing commercial
ﬁqte, wlnch has, on the average of their trade, a balance coming
in from other countries, {hould lay it down ' as a general rule, to
facilitate the exportation of their coin, as well as bullion: and if a
‘very particular circumftance {hould occur, which may continue for
a fhort time, they may rhcn put a temporary ftop to it, and facilitate
the payment of the b'lhncc in the way of credit.

I have enlargcd fo much upon the methods of removing the ﬁlﬂ.
dxfﬁculty of paying a balance; with the coin or bullion found in a

Uu 2 . nation,

et
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nation, that what remains to be faid upon the fecond difficulty, to
wit, the procuring them from other nations, need not be long:
‘Were the mint weights of all countries fufficiently determinate;.
were the regulations concerning the ftandard of _bullion exactly
comphed with; and were the current market prices of that impor-
tant commodity, confidered as a valuable piece of intelligence every
where, the bullion trade would be much eafier than it is.
We have faid, that when the reciprocal debts of two nations are
equal, there is no occafion for bullion to difcharge them. " But
trading nations are many ; and from: this it may happen, that one
who, upon the whole; 15 creditor to the world, may be debtor to a
place which is alfo creditor to the world; and in this cafe bulhon
is neceflary to pay the debt.

1f a man owes money to a perfon wlho Has many credltors, the:
perfon owing, may buy up a claim againft him, and pay what he-
owes in that way: but if the perfon to whom he owes money be-
indebted to no body, then the debt muft be paid with ready money..
Juft fo of nations. F¥or inftance, when bullion is dem'md_ed to be-

exported to Holland, the Englith merchants, who' are creditors on

Spain and Portugal take from thence their 1eturns in bullion, for
the fake of paying a balance to Holland, which is, upon the whole, >
" creditor to the world.” ‘

But as it feldom happens, that he who deals witly Holland i5
the perfon, who has credit in Spain or Portugal, he'is obliged to

apply to Portugal merchants to procure bullion. They again who

wade thither, having profit on the returns of the commoditics

they bring from thence, will expe& the fame profits upon the

bills they give to the man who wants to take his return in bulliom.
This plainly raifes the price of bullion in the Engliflh market; be-
caufe it is brought home in confequence of a demand from Eng-

land. On the other hand, when the demands of England for Por-

tuguefe commoditics is lefs than the value of what Portugal owes

her, the Portugal merchants in London arc obliged to take the ba-
lancé’

&l
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lance in the metals. Thefe come to ‘the London market, and are
offered to fale to- thofe- who want them: then the price of bullion
falls ; becaufe the demand comes ‘from the other fide.

~To go through all the operations which merchants employ to
abblevnte the-procefs I have been delcribing, would, indced, bettes
C\plam the pra actical partof exchange, than what I have faid; but I
write, not to-inftru¢t merchants, but to extract from-their compli-
c’zted opcranons, the pllﬂClPlCS upon which they are founded.

CHAP V.

How the Price of vExc,b'zmge, in a préfperous trading Natior,.

may be prevented from operating wupon the whole Mafs of reciprocal
Paymenss, in place of affefling the Balance only.

W E.have taken it for granted, that the price of e‘(change is a:

hurt to trade in general,

In this chapter, we fhall inquire more particularly than -we have:
c}one, in what that hurt confifts. The point of view. of cvery man,
whether he be a merchant or not, is firft honeftly, and asfar-as law-
and fair dealing permit, to confult his own private intereft; and
in the {écond place, .to promote that-intereft with which his own is
moﬁ clofely connected..

According to this rule, every merchantwill endeavour to manage:
his exchange bufinefs to tlie beft ‘advantage to himfelf. If the ba-

‘lance be againft his country, he will fell his bills to the country

creditoras dear as he can; that is, he will' endeavour to raife the
price of exchange as high as he can againft his counny, whatever

" hurt may thereby refult to the- general trade of it; and in fo doing,

he only does what duty to himfelf 1equues ; becaufe it is by mind-
. ing
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ing his bufinefs only, that he can trade upon equ 1 terms wyith his
neighbours, every one of which avail themfelyes of the like fluc-
tuations, when they happen.to be in their favour. .. - oL

. From this I conclude, that fince the lofs upon high exchange
againft a country, affets principally the cumulative intereft of the
whole, relative to other trading nations; it is the bufinefs of the
Ratefman, nof of the merchants, to provide a remedy againft it. .

The whole clafs of merchants, no douby, exchangers excepted,
would be very glad to find the courfe of exchange conftantly at par.
This is alfo greatly the intereft of the ftate; becaufe it is from the
balance in its favour, not from the profit made in drawing that balance
from the debtor, that the flate is a gainer. This muft be explained.

I am to fhew how it happens, that 3 nation is only benefited or
hurt by the net balance which it receives from, or pays to her
ncighbours: and that-the whole ¢xpence of paying or receiving
‘ﬂlj}t‘bgjgnge, is not national, but particular to ir}(liVidimls athome
bonfeqﬁcntlf,»if would be the intereft of all ftates, that balances,
both favourable and unfavourablé, were paid by the nation debtor,
at the leaft expence poffible.

The great difficulfy. in communicating one’s thoughts upon this
fubject with diftin¢tnefs, proceeds from the ambiguity of the terms
necellary to exprefs them. -This may be avoided. by adopting the
rechnicil terms of merchants; but thefe are ftill more difficult to
be comprehended by any one not converfant in commerce. I {hall
acquit myfelf of this difficult tafk the beft way I can. S

When we fpeak of a balance between two nations, wce fhall call
he nation who owes the balance the nation-debiors - the other to
whom it is owing, the nation-creditor. )

Balances imply reciprocal debts ; confequently, reciprocal debtors
and creditors. To avoid,  therefore, confufion in this particular, we
fhall ufe four exprefiions, viz. the debtors to the nation-creditor;

the debtors to the nation-debtor; the creditors to the nation-

creditor ; the creditors to the nation-debtor.
Let
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Let me fuppofe that Patis otves a balance to London, no matter’

for what fum. The reciprocal debts between Paris and London aré
all affected by thé confequence of this balance: that is to fay, fome

pay or receive more- than the real par; fome pay or receive lefs.

To difcover where the profit centers, we are now to inquire wlio
are thofe ivho receive more, who are thofe who receive lefs. And
as profit and lofs are here only relative, that is to fay, the profit of
the one is compenfated by the lofs of the other; we muft fee whe-
ther or not, upon the whole, the price of the exchange in this cafe
be favourable to London, to-which, by the fuppofition, the balance
is due, and unfavourable to Paris, which is the debtor. .

Theé queftion thus ftated; let us examine the operations of ex-
chahge at London and Paris, and the ftate of demand in botli, for
nioney or bills. C ’

In the London market, the demand will be for money in London

for bills on Paris ; and he who demands, muft pay the exchange ;-

confequently, the London merchants, creditors to the nation-debtor,
wxll‘p:}y the exchange; that is to fay, they will fell their bills on
Paris bclow.par; and the London merchants, debtors to the nation-
buy bills upon Paris below par.

Now as this negotiation is carried on at London, I muft fuppbfe

debtor, will Bﬁy‘tl‘lcm, and gain the.exchange; that is, they will

it to take place amongft Englifhmen; one part of whom will gain.

egaétl?' what the other lofes ; confequently Engldnd, in this refpect
néither gains or lofes by the exchange paid in London.. '

Let us next examine the intereft of the merchants, and the inte-
reft of the nation’s tiade.

The creditors to the nation-debtor, wlio have loft by the ¢scharigd,
are thofe who have éxported Eh’g‘iiﬂl commodities to France. Up%h’:
this profitable branch of commerce the exchange occafions a lofs,,
the confequénce of which is, fo difcourage exportation. S

The debtors to the nation-debtor, who have gained by the cx-
change, are thofe who have imported French commodities to Eng-
Iagd. . Upon: this hurtful branch of commierce, the exchange occa-
- . fions.

3
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ﬁons a ploﬁt,mhe confcqucnce of wlnch is,'to encoumge 1mpor-
tation. : R,
This is not all., The melchants ehpouers, who - have loPc can-
notdraw Dack theu: Iofs upon the return of their trade 5 becaufe
the return of their trade is the mongy due by France, the balance
included.  Whereas the merchants 1mportcrs may draw back: thejr

“lofs upon the return of their trade; becaufe that return is merchan-

dize, which they can fell fo much the dearer to their own country-
men. . i :
If the balance bc in f1vour of London, 1mp01te1s gam, as; we
have feen ; when it is otherwife, and when they are obliged to pay
the exchange, they indemnify themfelves,. by the fale of i their
goods fo much the dearer. ‘High exchange, the1ef01e, may hml.
exporters, but never can hurt i Aimporters. ... Lo :

. Let us next examine the operation of exchange at Paris. :

In the Paris market, the demand will be for bllls upon London
for money in Paris; and he who demands muft ] pay the exchange.
The debtors, therefore, to-the nﬂ.thn—ClcdltOI‘, ‘muft ‘pay the ex-
change, and the creditors to the nation-creditor will receive it and
as both are flenchmen, the profit and lofs to Paus em&ly bala.ncc
one another. -

But the debtors to the nation-créditor are here the u‘nport ‘of
Englith goods; confequemly, this trade, hurtful to France, onld
be hurtful to the importer,' could he not mdemmfy lnmfelf by fell—
ing them fo much the dearer to his countr ymen.

The creditors, '1g11n, to the nation-creditor, who gun the ex-
change, are the exporters of Frénch goods to England; fo ‘that here
the exportation meets wuh an encouragement ﬁom abalance again{t
the country. ~ : .

From the advantage found upon ekchangc in f'wour of expor tc1s,
and the lofs vpon it to_ the prejudice of importers, in the cafe of a
wrong balance, it lns been believed, that a wrong balance plO-
duccd upon 1111p01 tations and e\:pouuuons are’ effects eqml 'md

contrary,
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~contrary, which -deftroy onc- 'mothe1, and thcleby bring the ba-
lance even. .
* Ia anfwer to'this, I ha.ve two [hoxt arguments to.ofler.
The firft is, that were the argument conclufive, it would hold

" good in reverfing ‘the propofition ; to wit, that the confequence of

a favourable balance would be to deﬁroy the ‘difference alfo, and

- bring the balance even. This I never heard alleged.
My fecond argument is the ftrongefl: that the enhancing 6f the -

- prices of importations will not fo effectually difcourage the fale of
them at home, as the enhancmg the prices of exportations will dif-
courage the fale of them ab1oad “for the reafons [ fhall give pre-
fently. ~ Butin the mean'time,"

If the compenfation be confidered only in relation to the mer-
chants importers and exporters, there, indeed, I agree, that sheir
profit and lofs upon the exchange is moft exadtly balanced ; becaufe

- what the one party gains the other lofes’; and the country lofes the

balance only, as has been faid.

The reciprocal debts thus tranfacted by bills of exchange, we
fee that no profit can be m'lde nor lofs incurred, either to London,
“or Paris, by that operation,

" The profit to Frenchmen is compcnfated by the lofs to French-
men; the {fame may be faid of the Englifh merchants: but the

- balance due after thofe operations are over, and the more remote

confequences of high exchange, affect the relauvc intereft of the
‘two nations.

" This balance is génélally fent by the country-debtor, either to
the country-cxedxtor or to thcir order in a tlnrd country, to which
they arc indehted. :

The tranfportation and infurance of this balance is an e'(p-cnce to

~thofe who owe it, and the profit, if any there be on that ‘operation,
_naturally falls to ex changers of the fame nation, ‘who condudct it.

So whether exchange be paid upon bills drawn, or expence be in-
curred in the tranfportation of balances, no ploﬁt can accrue upon
thar to the nation-creditor, to the detriment of the debtor: it muft,

- VQL. 11, X x thercfore,
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thérefore,' o hurt to both, relatively. ‘to natioris where, upon the
average of trade, exchange is lower. : 5
I come now to the method of . tnn[pmtmg bnlances in’ the

metals. :
e have feen how the cr cditors of the n1t1on—debtor pay exchange
upon the fale of their bills on Paris,i which owes the balance: <If
by the operations of éxchangers,’ this .cxchange {hould rife, to their
detrimerit,. higher than' the expénce,: tiouble;  and: infurance,-of
bringing the balance from Paris, then they will' appoint fome factor
at Paris, to whofc order tliey will draw bills upon their dcbtoxs in
that city; and as what the Paris-debtors owe to London’is ﬁated in
pounds fterling, the London-creditors will value the pound fterling,
ccmdmg to thé rate of exchange, in their favour; and in‘their
bills upon their Pais-debtor, they will-convert- -the fum into" 11v1es,
including the exchange. f -
By this operation, we fee how thc nanfpurtatxon of the’ balance
may become the bufinefs of the creditors to the natlon-debtor. ~which
is a .combination we have not as yet attended to:a few words wxll
explain it. - e CON )
‘When the creditors of the nauon-debtor fell theu’ bxlls, they muﬂ

. pay the exchange, as has been faid. © When- Lhey draw bills to’ the

order of, a friend in the place where the “balance is owing;ithey
fuperadd’ ‘the exchange.. This their debtors pay: but then they

. themfelves muft ‘be 4t the trouble and expence of - bungmg home

the moncy. i ey
It is from this alter native whu:h botlh parties have of elther fend—

; mrr what they owe to their crcdxtoxs in bullion, or of allowing them

to draw for it at the additional expence of paying the exchange,
.that a.check upon the extravagant profit of exchangers arifes: and
from this combination arifes all the delicate opemnous of dmwmg
‘and remitting. . '

Into thefe we {hall not mquuc : thc puncxple on wluch they d(.-
pend appears fufﬁcmntlv plain, and this is the principal objc&: of
our attention, - . ‘ R

1 procccd -

FIPOLITICAL GECONOMY.
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Dy pxoceed now t& confider how far thofe reciprocal ploﬁts and
1ofles, betwecn mcrclnnts in t‘he famc country, affe&t the trade of
it in generals i 5T :

When the balance is favounble, we havc ﬁud that the exporters
lofe the exchange, and the importers gain it; and both being citi-
zens, the country would- not be concerned in their relative interefls,
were it not that thefe interefts are connected with that of the coun-
try,-whicli-reapsi great benefit from the trade of thofe who deal in
e\portanons, and lofs from the other. ~ .

+ 1f; therefore; exchange is found to hurt expormtion, when the
‘balance is favourable, in this refpet the country has an intereft in
Bringing it as low as poffible.” "But as it may be faid that fince the
return of an unfavourablé balance hurts in its turn the interefts of
importation, and” favours theothier, exchiange tliercby operates a
national compenfation; it will not be imptroper, in this place, to
throw out one 1cﬂe6t1on more, in order to deftroy the ﬁungth of
(h:lt argument. -

Were this propofition’ 'ulrmttcd, as Tam afraid it canndt, from
what we have already faid, it affords no argument agamf‘t doing
what can be ‘done, to render exchange as little hurtful as poflible
10 exportation, during the favourable balance. But as to the que- -
ftion- itfelf, of national cc')rhpcﬁfut_ion,’ I cannot allow that even

exporters’ and importers are thereby 'brought on a'level in point of

trade: for this reafon, that the exchange aflecting the exporters, in
proportion as it augments, difcourages manufacurers,” who muft
have 1egular, and even growing profits, accordmg to the increafe of
demand, - Thefe the merchine exporter cannot afford ; becaufe he
camnot draw back from his foreign correfpondents, "any advance
ipon manufacturés at home, arifing from domeftic circumftances.
But when the merchant importer is affected by the exchange againft
him; this additional expence he can draw back ; becauie he'fells o
thofe whb are affedted by all domeftic circumflances. - -

- Let us thévefore determiné, that it is the intereft of a Rate to dif-
;cr'ud that compenfation which is given to exportation by a wrong

Xx>2 balance,

'
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halance;-whi¢hidoes fo much ‘harm;:and toraveidithe difcourage-
ment givento it: bya right:balance;: ~whichidoes: fo much-good.:
The only way to compafs thofe ends, is;to Lccp exchange as near‘

NEE RIS To u,u,".n'
.. Could. reciprocal -debts- be '11ways exchangcd at par, and could
the expence of bringing home, and fending a balance abroad;: be.
defrayed by the ftat¢, I think it would prove a gre'lt advantage to
the trade of a nation. I do not pretend to fay that, as matters ftand,:
the tlnng is practicable ; ‘but as it’is-a queftion which relates tomy,
fubject, and feems both curious. and mtcreﬁmg, 1 thall -here exa-

~At firft ﬁght, thxs nlea. wxli appeu clnmemcal and fome readers
may defpife it too much, -to be at the trouble to read what: may. be
faid- for it. I fhall therefore fet.out.by informing,them that the.
fcheme has been tried, ina great kingdom in Europe, undera great
minifter: I fay it was attempted in France,in the year 1726, under.

the : adminiftration of Cardinal Fleuri, and produced its-effets’

although it was foon.given up, from a-circumftance which, I think;
mever can-occur in Great Britain. EFE

‘Afterthe laft general-coinage in France, 1726, e\changc bccamc
Yo unfavourable to that kingdom, that there was a general outcry.”
*Fhe Cardinal, to put a ftop to the clamour, and fet trade to rights,:
-as he thought, ordered Samuel ‘Bernard, at that time a man of

:great credit, to give bills on Hollarid at par, to all the merchants.”
“To enable him to place funds in .Amfterdam, for the payment of

‘his bills, the Cardinal fupplied this exchanger with {ufficient quan--
tities of the old coin, then cued down, and p:ud for the-exportation
of it.te-Holland. - ©i sty ’
Upen this exchange en Holland came to par; and all cxch:mger
#t Paris looked on ithe oper: ation with amazement. The minifter,
‘however, in a fhert'time difcovered, :that by this e was undoing

«vith oric hand, swhat he wanted- to cfablifk ‘svith the other. - He:
ithevefore flopped dn his carcer, after havmg paid, ycxhaps, iten:

mmcs the b'llauce<duc ito Helland,

Cui

-~ By-unfolding the:combination ‘of this operation," Ifhall be better

able to caft light on the- que[hon before us, than in any other way. -

1:When the general eoinage was made in‘France, by the arret of
the month of January 1726, all-the old coin was cried down,.and
cordered to be recoined. :=The mint price of fine gold per marc was

fized at 536 livres 14 fols 6 denicrs ; and thie filver at 37 livres 1 fol .

g-deniers.: Thefe were the prices at which the mint paid for bullion;
when offered to be coined. - Bur the King, asif he had a right upon
ithe metal in the old coin, commgded it to be delivered at the mint
at no higher rate than 492 livres for the marc of fine gold, and at.

34 livres for the marc of fine filver: and to compel the pofleffors of .
it :to bring it in, all exportation and melting down. was made .

highly penal; the avenues from France were befet with guards to
prevent the going out;:and the melting pots. were ftrictly watched.
Upon this,” the pofleflors of ithe old coin, rather than fell it to the.

mint at {o great an undervalue, had recourfe to.exchangers for Dills:

upon Holland for it: and thefe being obliged to fend it thither ata

great expence and rifk, exacted a very high exchange, which, con--
dequently, affected the whole trade of France. Gt L

- Politicians perfuaded the Cardinal, that exchange had got up for
high; not from the difcredit caft -on the old T coin, but becaufe of
tthe wrong balance, and the alteration which had been made at that
itime upon the denomination of ‘the new : and th‘at_ {o foon as the

‘balance.againft France was paid, exchange avould return to par.-

Upon this the Cardinalfet Bernard to work, but hc {oon .difcovered
his miflake ; and by arret of the 15th of June the fame year, raifed
¢he mint price of the old coin, and then exchange became favourable.
. Thefe are all facts mentioned by Dutot, and yet he never will
afcribe the rife of exchange-in France to any ether «caufe than to
the tampering with the denominations of their coin: an operation
“which .may rob one fet.of people in favour.of another; but which
Jaas very little effect upon exchange, when other circumflances do
mat:concur, .as in the cafe before us, . - e :

Now-

%
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“Nowhad the hi ghéxchange :ig:iinft France been owing to'a wrong
balance upon her trade, is it not evident that the Cardinal’s opera-

ti_ohivo’uld have fucceedéd, ‘that all demands for bills at Samuel -
.- Bernard’s office would have beeni-confined to the exadt extent of that-

balance; that the réciprocal debts would have been negotiated be-
tween the merchants at par; and, confequently, that all expence
upon exchzmge would have been faved to 1n(11v1d11115, at the fmall

charge to government of tranfportin thc balance paid for the bills .
g g P é’ g p

by the merchants at Paris? - RSt

- Were profperous trading ftates, therefore,. condu&cd by ftatef:
men, intelligént, capable, and uninfluenced by motives.of .privite
intereft, they would make itarule to be at the expence of fending off,
and bringing home all balances; without the charge of exchange to
traders: but the confequence of either neglect, or incapacity in the
man at the helm, would then become fo fatal thatit might be dan-
fremus to attempt, at once, {6 great a change in the prefent method
of paying balances: but I never make allowances for the defetts
of a ftatefman, while I am dcducmg the punmplcs which-ought to

- direé his conduct. . L
1 fhall next flightly point out the bad confequences which, upon

an wnfavourable flate of commerce, might refult from fucha plan; 'md

. without recommendmg any Lhmg to plaChce leave the reader to

_]udsre of the cxpediency. :

We, fee, that by a ftatefiman’'s giving bllls at par; on all acczyion:,
and being himfelf at the expence of tmnfporntlon and infurance,
in bringing home and fending oﬂ" all bﬂances exchange Would of
itfelf come to par.

The firft confequcnce of this would bc the total anmlulauon of
the exchange bufinefs; and if, after that, any interruption thould
happen by ncgk& in the ftatefinan, trade might fuffer confiderably.

Another confequence is, that the moft defltrucive trade would go
forward without a checlk, as long as merchants could pay the par
of the bills they demanded upen foreign parts: and this they would
conftantly be enabled to do, while there was cither coin or paper

: : in
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‘in c1rculat10n, as hasbeen expl'uncd in: t1e1tmg of banks of circu-
lation upon mortgage. /. ;i ;- i
The.confequence of this would be, to obhge the ﬁatc to plcdgc
the revenue of the country to ftrangers, in.proportion to the balance
ewing; -over and.above the extent of the metals to difcharge it,
Now. the queftion is, ‘and this I'fhall leave to the fagacity of my
reader to deterinine, whether, as matters.ftand, there be any check
. proceeding from high exchange which can prevent the bad confe-
quences: here fet fortlh: I {fufpet there is not: We fee the moft
endfious. fums lent by nations to nations; raifing the ‘exchange
againft the lenders;. turning it in.favour of the borrowers, but
never preventing the loan from - going forward.. Does not Great
Britain, as well as France, owe amazing fums to other nations, at
the expence of paying the intereft out of ‘their revenue? " And have
not all thofe fums been nanfa&ed by c\changels, who have made
great fortuncs by it? Are not the moft unfavourable balances ptud
in the ordinary method? ' Are there not, therefore, already, inftru-
ments. in the hands of all nations, {ufficient for their undoing?
How could their ruin be accelerated by this alteration i in the. mode
-of performing the fame thmg’
~But let- it be obferved, that our buﬁncfs, in- this clnptcr, is to
fe:uch for methods to advance the profperity of flourithing nations,
-who have a balance owing to them ;- and here we have been fetting
-forth the bad confequences which refult from rbef, to others who

-are in ‘decay. Every argument, therefore,. drawn agninft. this

{chenie, 4n favour of the idle or prodigal, is an argument in favour
of it, with refpe¢t to the induftrious and frugal. As all nations are
liable to alternate viciflitudes of profperity and adverfity, the prin-
-ciples here laid down require to be carcfully combined with do-

mcfhc circumftances, before they be applied to practice.
It was with a view to this diftinction, that, in the titde of. this
chapter, I pointed out the queftion there propofed, as relative to the
fate of it in a profperous trading nation ; and I am not quite clear how
far it might not be advantageous in every cafe: but this queftion I
: fthall

3
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{hall ot “heie enlargé upon. i What has been faid;iwilk I hope;:be;
fufficiesit £6 point out the principles: upon vhich .the decifion: de-
,;pends, and if any ftatefman- inclines to try the confequences. of
.it by an experiment now and then, nothing is-fo cafy as to de-if,
without any detriment. This is proved from the :operatien; peyy
. fcnmed by the French cardinal, on the occaﬁon of a very. unfavom«

able- and Ingh e‘(changm

CHAP V

Haw, ;wbe;z otber exfﬁedzem‘: pra've m@ﬁzflual for a’ /bbargmg "of
Balzmces, the fame may be pa:d by he Meam af C'rea’:t, 'w:z"bout
the. Iﬂtervenmn of. Coin or Bullion; and, fwéa :zre tbryé w/w .0 gbt

.t camz’ué‘r’ that Operﬂtzo;z. .

E have now 1pphed the pmnmplcs formeﬂy laid.down, -tar
wards difcovering the moft proper expedients for- 1emovmg
or palliating the three inconveniences to be ftruggled with in regu-
lating exchange-property.. 1..How to eftimate the value;of acha-
lance due: 2 How-to pay it with the coin or bullior of :the;coun:
try:" and laftly; How'to prevent the price of exchange from: affect-
ing any thing morethan the balance to be paid, '1ftc1 all 1cc1procal
debts have been compenﬂued 3 =
"It remains &0’ mqune what afe the moft proper methods o 'u:qmt
what 2 nation' may owe; after it has done all it can to pay.the: vas
lue of their balance in the other way. :

At firlt fight, it muft 2 appeat evident that the only method herc is
1o give fecurity, and pay intereft for what cannot be:paid injany
other valué. - This is -conftantly done by.every nations:but as, the

mdm"uy mectheds ‘are very pmplucd and arc., 1ttendcd with-ex-
_.pences
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pences which raife. exchange to a great height, and thereby prove

a prodigious difcouragement to trade in general: it would be no
{mall advantage, could all this lofs on exchange be equally thrown
upon every clafs within the ftate, inftcad of being thrown emireiy
upon its commerce.

As this is the expedient to be propofed, it Wlll not be amlfs to-

obferve, that foreign balances arife chiefly upon four articles.
‘1. The great importation and confumption of foreign productions:
2. The payment of debts and intereft due to forcigners. 3. The
lending money to other nations.  And 4. the grear expence of thé
ﬁate, or of individuals, abroad.

" Could all the bad confequences arifing from thefe four C'que
and the high exchange occafioned by them, be caft upon that inte-
reft alone which occafions them, I would not propofe to lay the
Whole body of the nation under contribution for repairing the lofs.

- But if ﬁqm the‘ nature of the thing, as mdters fland, the whole
be found to fall upon trade, ‘without a poffibility of preventing it
‘in this cafe,i think, it-is better for the nation, i cumulo, 10 lend il.‘;
-affiftance, and fhare the burdens, than to allow it ro fall upon that
:part of the body pohuc from which the whole draws its- vxgom
and profperity. . " : : d

41t cannot -be denied, thu.'c whcn a heavy bw.l:mce is due by a na-

_tion, it has the effect of raifing exchange upon. every draught or-

remittance. thn bills, are demanded to .pay a foreign claim, it
s
‘gannot be detelmmed from:what caufe the claim has arifen.. Whe-

-ther for national purpofes. or not, the ctchange is. the fame, and

equally affedts the whole intereft of trade. . .
:If this be-a fair flate of the cafe; [ think We may dctermme, that
fuch Balances are to-be paid: by the affiftance and. intervention of a

Atatefman’s adminiftration: L Nt

‘The object is not forgreat as- at firft fight it may appear. We do
not propofe that the-value of this bal:-.nce Thould be advanced by the

:ﬁate~ by no means.. ‘They who owe:the Balance mulft, as at pre-
{ent, find a value for the bills they demand. - Neither would L pro-

VOL.. IL. B Yy pofe:
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pofe fuch a plan forany. nation who had,;upon the a.vcmgc of their
Trade, a balance agmmit them; but 1f oon the whole, the bal'mcc
be favourable, I would mnot, for the fake of faving a httle trouble
and cxpence, fuffer the alternate vibrations of e\change to difturh
the uniformity of profits which.tends fo much to encours wgc cvc1y
branch of ¢commerce. . Cpesdn

+ We have abunds antly cxphmed the fwtal eﬂ'c&s of awmng ba-
mec to banks which circulate paper; and we ha.vc thewn how ne-
ceffary it-is that they fhould penmm what we here. 1ecommend
There is. therefore nothing mnew, in this ., propofal : . it is sonly
«carrying the ‘confequences of the fame principle one ﬂep f;n thep,
by pointing out, as a branch of policy, how govemmcnt thould be
aflifting to trade in the payment of balances, whe1e credit abroad.
is required ; and.this afliftance fhould be given out ‘of the pubhc
moncy. : ~

The greateft, and mdccd 1 think, the- only obje&xon to tlns

fcheme, is, that by it the condition of our foreign creditors will be
bettered, for no valuc received from them. This Tallow wxll be the
«cafe when the balance is againft England: butit will be compen-

fated to the creditors by the lofs they will fuftain when the balance .
is in her favour. But fuppofing there fhould be a benefit to forelgn .

creditors, will not this circumftance raife the confidence of all the
~world in the Englifh funds? If there.was a propofal, made for
lowering the rate of money, by refunding the debts which bear.a

higher intereft than what money can:be- procured for,-were . the ’

.continent to pour her wealth into our fubfcription, might-we not
then more readily expeé a fupply from -that quarter? Befides, is
ot all the intereft due to foreign creditors paid in bank paper? Is

not this demandable in coin, and will.not this coin be exported, if

credit be not found? Were the bank of England to keep a {ubfcrip-
.tion ‘open, at all times, in Amfterdam, for money to.be bor-

rowed there, on.the payment of the intereft in that city, who .

‘doubts but loans might be procured at much lefs expence’ than at
pxefcnt, when we beat about for credit every where, until by the
return
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retil n'of a favounblc balance g
be enabléd to fill 1p the void! '

I feel my own m{uﬁicxency to unfold the many combinations.
which fuch arkoperation muft imply. I'therefore {hall not attempt
what, at any rate, I muft leave imperfect. What has been faid,
combined with what has been thrown out on the fame fubject, in
tleatmg of other matters, is fufficient to givea hint, as to the expe-
diency of the plan i general. And'as to the obje@ion which arifes
from the payments to the public creditors abroad, I fhall referve
the more ample d1fcu{ﬁon of 1t nll L come to confider the doétrine-
of plblic CI‘Cd_lt ‘

on the trade of England ihe {hall

T Exp oF THE THIRD PART..
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