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CHAP x

Hre taxes a /jbur to mdz{/irj, as ﬁme pretend 2

“T is not cafy © find out, @ priori, Tiow taxes fhould prove a fpur
to induftry. -  What makes {everal people adopt this opinion s

their fcehngs, in confcquence of many circumftances '1r1ﬁ11;1g frlom
expemence, rather than what reafon, or the nature ‘of the € ;ng has
pomtcd out. Butas nothingcan be produced without an a equa.te
and natural Ca.ufe, it is proper to examine this political: prclyblefm, by.
an ap_phcanon of the ‘principles we have laid ‘down - mht he ::Jli?;el;
cliapters. If thefe be juft, we thall difcover by.them, how i h p
pens that in countries where taxes are high, ‘where lwmg is dear,
and ‘where every circumftance feerns o render.the theans of fub-
fitence difficult to obtain, ‘people live in the greateft plenty, are beft
and moft eaﬁly fubﬁﬂed and that mdu(‘try there makes thc gxea.teﬁ
Pl ?‘ietfli'e folution of this que[’uon, let us cnll to mind the prmc;ples

which infliience the multiplication of mankind, and the increife
of labour and induftry, Jaid down in the firft book. We there ex-
plained how the W"mts of ma_nkmd promote thcn: multxphcw-
thow fented as the

Moncey, the inftrument of ahenanon, was reprefen
pumum mobile in this oper'mon s a defire in the rich of acquir-
ing every thing with money, that is ‘demand, was {hewn to be
the fpur to induftry in the poor. It was faid, that if riches did
not infpire a taftg for luxury, that is for the confumption of the
labour of man, thefe riches would not cuculate, and that they
would then be adored rather as a god than made fubfervwnt to
the ufes of men.

Conneé herewith that the impofition of taxes is a “method of

bringing money into circulation; tha.t thofe of the proportxonal
kind
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kind hwc the effet of 'drawing from the uch, an '1ddmoxml price
upon ‘every thing they buy, which goes for the ufe of the flate,
and which otherwife would not have entered into circulation at
that time.

From thefe puncxples, I conclude, that taxes promote induftry ;
not in confequence of their being raifed upon individuals, but in
confequence of their being expended by the ftate; that is, by increaf-
ing demand and circulation. .

From - the principles above laid down, I cannot dlfcover thc
fhadow of a reafon, to conclude that the taking arbitrarily a\v‘ly
from fome individuals, a part of their gams by cumulative taxes,
or proportionally from others, by augmentmg the price of what

they buy and confume, muft’ in any refpet imply an"incitement -

in the confumels to demand more ; and without this it nevm can
excite the induftrious to augment the fupply.

1 readily allow that every one who has been obliged to pay a
tax, may have a defire to indemnify himfelf of the expence he
has been put to, by augmermng his induftry ; but if on the other
‘hand, taxes have put every one to a confiderable additional ex-
pence, in proportion to his eftate, it would be abfurd to allege
this diminution of his for tune, as the C?qu of a deﬁlc to augmen:_
his confumption. e

Examine on the other hand the ufe nnde by the ftate of thc
money raifed, and you will cafily’ percexvc “the juftnefs, I think,
of the above mentioned puncxples. This money belongs to the
public, and is adminiftred by puvate people. Public -expence is
dcfmyed with a full hand; -they who beftow the money, beftow it
for the pubhc, not for themf(.lves, and’ they ‘who work for the
pubhc, find, or ought to find, Lhc leC'ltCﬂ: encouragement o be
diligent.

Lvery '1pphc1tlon of pubhc mioney implies a want in the flate;
'md evcry want fupplied, implies an -encour agement given to in-
duflry. In proportion, thereforé, as taxes draw money into circi-
Iation, wlnch ~otherwife would not ‘have’ cnteled into it at that

time,
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time; thicy cﬁcotlrngc induftry . not by taking themoney from: in~
dividuals,” but by throwing it into the hands of the ftate, whiclx
fpcnds it 3 and which thereby throws it directly into the hands. of
the induftrious, or of the luxurious who employ them. '

It is no objection to this\rcprefemz‘.tioxi of the matter, that the
perfons from whom the moncy is taken, would have {pent it as:
~well as thie- ftate. - The anfwer is, - that it’ might be-{o; or not:
whereas when the ftate_gets it, it will be {pent undoubtzdly.” Be-
fides, had it been fpent by individuals; ‘it would: have beenlaid:
for the fupply of private wants, which are not mear fo externifive-
as thofe of the public: and farther, when money is {o’ taken+
fromr rich  individuals, it ‘obliges them: to find’ out'a way of
procuring ‘more, out of their {olid - property; and when this

facility- is not procured for them by their ftatefinan, we fee how-
taxes become both oppreflive and-ill paid. On the contrary, when-
it-is- provided, either by the'returns of forcign trade,  which-

greatly augment the coin of a country ; or by banks, which-melt
dotvn property into paper circulation; we fee taxes augmenting

conftantly, without creating -any impediment to. confumption, or -
difcouragément- to'indyflry. * All thefe confequences hang in -
chain, and Hence' the folidity of the-principles upon which they.

depend may- be gathered. -
‘After this folution of the queftion propofed, let thofé who are

verfed in hiftory combine circumflances, and- examine -whether.

f£a&ts do not prove the trnth of whatI have faid.
‘During the time of the Roman empire, when the riches of

Afia flowed -into -the -coffers of Rome, and-were conftantly ex--

" Laufted by the prodigality of the emperors, we perceive, from

imany circumftances, to-what a: degree the confumption of fuper- -
fluitics augmented. The price of certain commodities  rofe to -
an exceflive heighe; indufirious people, of the loweft extraction, .

were daily feen to amafs prodigious fortunes: thefé are proofs of

circulation. But when we confider the expences of a.Lucullus, .

"or of a Craflus, who confumed, itis faid, the work of ten thoufand
) flaves,

-

=~
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{laves, and compare the confequence of -that confurhbtiou with the
expence - of .2 modern, who fhould .confume the induftsy of ten
thoufand freemen, we fhall find a wonderful difference in the effeés
of . the one and of the ather, with refpect to circulation,‘ and the
encouragement given to induftry. ; . )
There was no alienation between Craflus and his ‘ten thoufand
, flaves, notwithftanding all the work .confumed ;  confequently,
the only circulation implied by this confumption was in proportion
" to the neceflaries which the mafter was obliged to purchafe for fo
great a multitude: and if we flill fuppofe all:thofe neceflaries to

have been produced by their own labour, then the ftate of Rome’

could not, but by an arbitrary impofition laid upon Lucullus and

Craffus, dra rthi i Fers 3 in-
[ s, draw, one farthing out of their coffers; confequently, in-

duftry could not increafe in proportion to the loads of wealth
brought from Afia by thofe generals. - Whereas were Lucullus now
at London, or at Paris, he would not be:sable to fpend a thilling,
without giving a penny, and perhaps more, out of his treafure to
the ftate, which would immediately throw it back into circulation,
.. As we are now on the fubject of circulation among the éncienté,
let me briefly trace the progrefs of it in Europe, through different
modifications, to our own times, and fo clofe this chapter.
. When the feat of empirc was tranflated to Conftantinople, and
all the Afiatic. provinces attached to thc.Empemrs of thefaﬁ, a ftop
“was put to the augmentation of .coin and bullion in the empire of
:the Weft. A confiderable part of. what had formerly -been-there
returned. to..Conftantinople, and the remainder fell a prey to the
-barbarous nations which overran it. This may be called the firft
peried. . . - . o . o ’ v -

. Thefe barbarians, :by enflaving 21l the ancient inhabitants, and
by forcing .them to. perform every kind of fervice, muft have had
little -ufe for coin. What they coined appears to have been broad
and thin. . L
- Let.al}y one refle@ upon the infenfible wafte of filver plate, and
the ftill greaterlofs on coin which circulates; the vaft fums carried

6 oft!




. ‘“‘(j“’

‘s60 AN INQUIRY INTO THE PRINCIPLES = Boox-¥.

- off in the time of : the Croifades’; thie quantities buried or thrown.

into-rivers in times of devaflation ; and add to thefe circumftances, -

- that from the fifth century after Chrift, till the difcovery of the
. Indies, there was;. probably, little or no filver.or goldxbi'ouglvxt into-

Turope; and it willappear very natural; that coin fhould have been

: at that time much more fcarce than formerly.~

How contracted circulation was during the 13th and 14th- ced--
turics; may be gathiered from the anecdote: concerning alienation
in France, mentioned in‘the third chapter upon public credit. -
.. Bue. farther, the great fubordination eftablithed by the feudal’
form of government,.and the military {ervices to-which fuch num--
bers were bound, had the effect of preferving the ancient fimplicity
of manners, fo unfavourable toinduftry. The confequence was, that.
Princes could raife no'taxes ;. and that all the money the people had
was locked up in their chefts. We know there were in thofe days
abundance of wealthy people ; but their wealth infpired them with .
- no difpofition to confume at the cxpence of ready money.
The difcovery of the Indies opened a third pexiod, and-threw great
riches into the hands of the Spaniards: the houfe of Auftria- was
the firlt enriched,. and.appearcd.with great:fplendor for fome time.

Charles-V. by his extenfive dominions, had an opportunity of dif--
2 tributing this new gotten treafure-among his. fubjects in Flanders, .
“. his native-country: this fet induftry to work in that quarter. The

Portugueze difcovered the:Eaft Indies : a new:cnticement to luxury ;
2 new motive to become expenfive. The Hollanders .became:a
. trading people, and with the moncy which their induftry had drawn

from the magnificent Spaniard, they fhook off his .yoke. Money:
infenfibly began to circulate. Princes immediately found, as has-
been faid in the fecond book, that it was. neceffary for:them alfo to-

augment their revenue, in order to maintain a proper fuperiority
. over their fubjeés in point of riches. The increafe of circulation

among individuals made it more cafy to raife taxes ; and the throw--

ing the amount of them back again, in gratifications to the. chief
people of the ftate, engaged thofe who came by money in a man-
’ - ner

. general diferedit upon the purchafe and i
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.ner: gratuitoudfly, :to expend: it as freely as they received it No
wonder,; then, if Princes found it an eafy_ matter to load their fub-
jects. They were {upported in this {fcheme by the great nien of the
ftate,, who found a benefic from it. 'This revolution has totally
changed the face of affairs in the prefent period of circulation.
Courts are {plendid ; armies are numerous buildings, in cities and
in the country, are magnificent; an old city, compared with a new
one, appears hideous ;. all, public works are carried on with that
,i:olidit“:y which we admire in thofe-of ancient Princes and ftates
‘\yvlilen nations led into captivity were emp_ldyed to perform them:
In thofe days the magnificence of Princes was in proportion to the
groans of . their fubje&s ; now they are in .proportion to - their
wealth and eafe. Whence proceeds the difference; the- effets are
the fame? From good government, and a well rcguldted political
Qeconomy. e P

.

i _CHAWP. XL

Qanﬁc/gratzaﬂ: uporn La;zd-f??zxe:,f%~witb Jome Oéfer-vatiom upor
; thofe of England and France,

Fﬂall the l;lnds of cumulative taxes, that which is properly

impofed uponlands feéms the b
feweft inconveniences to’ the perfons p
o s Cefdiiiieie B, LTl
T }:txﬁng it.: Tha,t 1t 1s an unequal impofition. is plain and certain :
; is 'Cf‘l_l.a_l“a}‘te1ﬁ 1s unavoidably attached to every fpecies. of cumu-
ative taxes, in one way or other. It has alfo the effect of cafting a
mprovement of land ; be-
expofed to augmentations,
| cafe, be carried to the total -
as to any proportional part of it.” This has

Cccec been

that is, it implies the
ing, and to the fate in "

catfe the Proprictors are naturally

which ‘may,"almoft with the fime &

amount of the income, :
VOL, 1I.
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beée niertioned in a‘former. clnplcr where the mteteﬁof a nanon s
debts ivas *fappofed to increafc fo-as to equal the value of all the
land- 1ents, ‘and the whole revenue of individuals. -
rdadiaxes ire impofed in various forms in different counmcs,
and all are fuppofed to bear a determinate proportion’ to the'rent.

T his; however; is never, nor indeed can-it ever be the cafe.:: The

value of land is varying perpetdally, from the induftry of the.inha-’
bitants. Befides this inequality,” there - afe’ other mconvemenccs
proceeding from the urequal diftributior of property. - *In Scotland;
for inftance, land is divided into large portions; ~very few fmall lots
av6 to 'be found. . The’ clafs of farmers, for the moft part, “labour
tlie lands of others, who have large pofleflions. - This® is lefs the
cafe, T belicve, in England and ftill lefs in France and in Geuna.ny
A land-tax, thérefore; being fuppofed univerfal, would, in Scot-’
land, do little harm:  in England, it falls heavier Jupon the fmall’
plOpllCtOlS ; becaufe the fum exaéted bears a greater proportion to
the ‘Tuppofed fuperfluity of the -proprietor.. In France, it is-ftill
worfe; for there the exemptions of the numerous clafs of nobles,
and many other circumftances mentioned above, entirely deftroy
evén the fhadow of proportion. -It is out of my way to enter into
any long detail upon this head, with refpect to different countrics.

. 1 thall thereforé confine myfelf - to a very few obfervations upon:

the method of laying this tax in England ‘and upon a project which
has been long in agitation in rxance, to nlfe their land-m by way
of tithe upon the fruits. -

- 'This fcheme was firft propo(’ed to the late ng of France by the
Marechal de Vauban, in 1699, and’ ‘the propofal was 1enewed fome

years agoin a performance called the Reformatenr. - But as it would

prove hurtful and burdenfome- to Trance,'in a great degree, from
a circumflance which has not been attended to, the examination of
this fyftem of taxation will ferve as a good 1111\{11 auon of tlus part

of our fubjet. - -~ |
The land-tas in England has, in my humble opmxon, two._re-
markable defecs. Firft, The fums impofed at fo many fhillings in
the
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therpound #Hupon: every diftrict- of s the -kingdom, ;whether; cities,
towns, univerfities; jor open country, even upon the King'’s palaces,
inns of court, &c.:are not diftributed according to any rule of pro-
portion upon the property of mdlvulu'tls, but tlns oper”mon is left
to-affeflors: . 7 - sid ook 3 ;
= Secondly, All perfonal eﬂ:ates, except property in the pubhc fund
and flock upon land, fuppofed neceflary for agr xcultulc, are charged
m the fame proportion as land-rents. ;- - :
121 fhall now point out the inconveniences , and bad confequences
of thefe two capital defects.; - -7 oo s N
: When'a tax is impofed at fo many ﬂnllmgs in the pound upon the
income of a whole diftric, every article of the property which pro-
duces it ought to be fpecified.” : If this be omitted; there is a legi-
flative authority vefted:in thofe who make the diftribution.
{!"'The articles which compofe the whole:property, and the revenue,

- of each article being once determined, the ftate has it in its power

tb impofe the tax according to what proportion it thinks fit ;. of one,
two, or more fhillings:in the pound.  But then, in favour of the
contribuftors, the different articles which-produce the fuppofed total,
ought either to be fpecified in the law, or reference {hould be made
to a book of valuation where they are recorded.

: It is no cafy matter to frame the valuation of all the property of a
country: and it is a/fcheme I {hould .be very, far from, propofing;
unlefs the {pirit of a nation took fuch a turn as to with for it. But
where a determinate fum has been in ufe to be levied upon a certain
diftrit, it does not appear fo diflicult to make a p1oport10nal diftri-
bution of. it according . to equity, and to adhele for the future to
that .diftribution, conﬁdeung itasa p;apornonal valuauon, if not a

real one, - This is donc every, year, and without it no fuch ax could

the a('('eﬂ'ments, in the annual act for the land- -tax, are generally underﬂood
to. be at’ the ‘raté of ° 1; 2, 3, or 4 fhillings in the-pound, -is true; but it is to be
obferved, that no fuch rate is mentioned in the fratute with refpect to real eftates:or land.
The’ rate ! of & céttain number of fhillings in the pound occurs only:with, regard to, per-
fonal property. . -
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b raifed” Bitt when annbal ‘difributions ‘ate made, difcontents.
conftantly arife; and the’ pretended equality thereby * obferved, .
produces worfe effets than the inequalities which would follow
from the other fcheme: becaufe the change in the relative value of
pofleflions would ,t_hen be chiefly owing to the induftry of every:
proprietor in improving his lot. : T e
How valuations in England were made originally I cannot tell #;.
but in Scotland, it is very certain, that as to lands they were all fet.
down in a book of valuation at their fuppofed rentsat that time..
80 let the fum raifed be what it will, every ‘man at leaft knows that:
his proportion muft be according to his valuation: in the general:
regifter. s EEE e
In England, the cafe is totally different. "The proportion-every’
diftrict is to pay, is indeed recorded by an. originaldiftribution made:
‘many years ago in King William’s time: * By this it appears- what
‘every city, county, univerfiy, &c. is t0 pay according as the tax is-
impofed at one, two, three, or four fhillirigs-in the-pound: - This is
precifely the regulation in France; as{hall be:more. fully obferved 5
but ftill fuch regulations nowife prevent the: moft grievous incon-

veniences.whicly attend this tax;- becaufe the burden.of it does not

" % There is no-veflige inthe hiftory of England; fince Dooms-day book, of any regu-"
lar valuation being made of all the lands of. the kingdom;. nor.of any. tax. impofeds,
Jingly, on that branch of propesty. ' ’ R e T

“The fubfidies, monthly affefiments,. and: pound‘rates, in the different ftages: of- the-
monarchy, have all been mixed dutiess compofed-of a charge upon the lands, ‘upoh;
the money and perfonal- eftates of the fubjeét, and frequently including.a poll-tax, where. -
qualities, that is rank, were diffsrently gharged; oL T )

The whole operation of diftributing and raifing this duty, . has been by commiffioners-
named by the King, or by parliament, who fometimes upon oath, 3121:(1 fometimes nof,:
inquired into the extent of every one’s private fortune, and/z:\ffeﬂ'cd _the;xﬂ accordingly.:.

Whoever wifhes to have a more full account of this-confufed method of raifing aland- .

" tax in England, may confult Davenant’s ‘Ways and Means, Aricle'of Mofuhly Aflily
ments, and Aids upon a Pound-rate, .o

2 "confift
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" .confift in the total amount, fomuch as in the partial diftribution

‘upon; the inhabitants in every fubdivifion. - R,

...:In England, let me fuppofe the proportion of “the general fum
for a particular diftrict to be ten thoufand pounds, at four fhillings
in the pound:”. How is.this t0 be levied. as the law ftands? “Inftead
of books of valuation, which fhew at leaft the proportion.of every
man’s property, if not the real value of it, affeffors are conftantly
ealled in, who cxamine the rents of all the lands according to the
Jaft leafes of them.. If they have been improved and let at a-higher
rent than formerly, the proportion of the tax is augmented. If
they have:not beer let, but flill remain in the poffefiion of him who-
impfov'ed\them, “the-tax is not augmented. If tlie- tax be found to-
f£all too heavy upon the lands and houfes, then perfonal eftates are
made to contribute; as is the cafe-in London. All queftions or dif-
putes. about the repartition: of the tax are détermined, without

~ appeal to the courts ‘of law,.by the commiflioners: appointed for

Jaying on thetax; asin Yrance .they are determined by the Inten~
dant,. Without this regularion all would run into confufion, for
the reafon I am now going 'to mention, and which regards the-
fecond:defect in this tax:. -+ - . ) o
Any proprietor of lands is entitled, from tlie words of the ftatute;.
10 infift that the whole perfonal eftates of thofe of the diftri&t thall:
enter into.computation- of the total value upon-which the fum-im--
pofed.is-to-be affeffed. - Were fuch:queftions to come before a court:
of law,. where the judges are obliged:to determine almoft according
to the letter. of it, I believeno land-tax.could be levied in thatking--
dom:. But manners, not laws; govern mankind:." The fpirit.ofi the:
En glifh nation is fuch; asto be incompatible withievery-thin g-which:
favours of oppreffion:.  Hence: the: few: complaints- againft the:
affeffors, or thofe who judge’bctwéen parties;” And as the land-tax:
is levied without any-complaints, ‘éxcept as-to thetoral amount :
while that remains:the cafe,. the. fewer the. inhovations made upon:
it:are,, the better,. L o .
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:" l’n France, e fum of the raills'td berfaifed upon:the kingdoni for
thie year is deteér mined in the King’s council 5 and the proportion of
cvery diftrict (called an’Elsétion) is there particularly fpecified. The
diftrict of an Intendant is called a generality, and comprehends in it
fevéral eleftions.sThe Intendant, therefore, makes the diftribution
of the general ‘fim impofed upon every eletion; and upon every
‘town, villige, and® parifh in it, according to a certain proportion’;
and ?ulcé are 'p_reféribed to the colleétors of every parifh, cqnceniing
the method of taxing every {pecies of income, every emolument of
induftry;”even every animal in the pofleffion of thofe who are fub-
je& to this-tax. - This proportion is cnlculated to carry the moft
fcrupulous attention to every man’s gain,’ upon all effects bclong-
ing to hxm and upon every poflibility of making profit by induftry.
All this-is carried into execution with the gleateft fecmmg equalxty )
40 the minute fubdivifions.’. ~-¢ i an gy o f oy
;' But'as the firft impofition: of thc tax:is not; propmtxoned to the
actual value:of . the income it is intended to affe®, and as the In-
tendant.does’ not fet out by .a- particular valuation of, every man's
pofleflion;-before -he-diftributes the;tax- upon the feveral parifhes,
he is obhged to make up the deﬁcxenmes by fecond and. third diftci~
butions. /" : ; ;
..Although tlus tazlle afrc&s every fpecxes of property ploducmg
an income, as wellassevery kind-of ; indufiry and employment,. it
does, not affect every landlord for. his rent; fo much as eve1y culti-
vator under leafe, for his fuppofed ploﬁts REE— -
Land-rents in France.belong, for the moi’c p"ut, ;o the lngher
claﬂ"es 5 and thcfe, whether: they be well. bom or not, are exempted
from this tax, providing; they: becnoble; a,word which, has no.re-
ference to birth, but to certain, puwlege,s which any man,. who has
money, may-acquire. ;i o i :
‘It was in order to.avoid this- excmpnon, tlnt the Marech-d dc
Vaub;m wanted to {ubflitute a renth. mﬁezul of :the prefent: tm/le,
for a reafon we fhall prefently fee. . - . - Loy
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wAll:tlie land-r ents, therefore, of the nobles are exempted from the
taille, and are only affetted by vingtiemes and dixiemes ; ;but when
they culnvatc their own lands, their privilege of exemptmn from.
the taille is confined to'as much as four ploughs can labour;; and
this' ﬁrmmg mult be‘carried on by menial fervants, unmarried,.in
order to prevent fuch plOpl‘lCtOlS from deﬁaudmg the tax, by really
letting their lands under pretext-of holding them in farmu.... ...

:This exemption, as-to their land-rents, is -more apparent, how-
ever, than real. Tt is not the.Jands. of the nobles; but the rent paid out
of them which is exempted from the taille;; confequently, by impofz
ing an exorbitant taille upon the leflee, very little remains - for the
land-rent ; and this tax: bemg laid upon a fet of . people who are
loaded with many others, is in the end more burdenfome to the
proprietor,. .than if he paid it himfelf. . Buta change in. this pohcy
is impracticable. The gentlemen of France,will probably never
fubmit to a zaille; and although, by vielding up-that point of deli-
cacy, their rents might be raifed i in the end; yet as matters ftand,
they know they enjoy the rents they have, free of tax; and if once
they-were made to pay any part of them,: they do not know whexe
{fuch p'lyments might terminate, 1910 7 i N

To avoid the infinite oppreﬁion which 1cfults from the Frcnch.
principle of {haring every man’s profit as foon ‘as he makes it, the
Marechal de Vauban pxopofed to: abolifh:the taille, as it is paid at
prefent, together with the capitation, - induftri¢,~and -all the train of
cumaulative taxes committed to the management of the Intendants ;.

and to eflablifh in their room what he called a royal Tenth, mean-

ing by this term; a proportion of all the fruits of the earth, fimilar
to what is eflablithed in favour of the clergy. ~This he propofed to

lay on; according to the exigencies of the ftate, from onc twentieth’

part to one tenth upon every article of the grofs ploduce of land,
over all France. ‘This he imagined to be equal to one tenth of the
land-renit.«*And she author of a book publu’hcd under the title of

"the Reformatenr, containing a new plan of taxation, in which there
are fomc things worthy of obfervation, follows in this particular the

1 ° Marechal




- yenue of fome confifts in w

8 AN INQUIRY. INTO/THEPRINCIPLES  Boox ¥.
Marechal de Vauban, without -€vér.confidering, the true_nature of
a'tax.of this kind~... . ik e e i G Eateos

. Of all the taxes upon the income of 1and~pmpcr£y;thq tithe is
worft;-and it has undoubtedly been eftablifhed among men,; before

agriculture or taxes weére underftood.. Lands in all countries are of

different qualities: fome aré proper for bearing rich crops of grain,

others are indifferent 5 fomeé produce pafture, others forreft ;, the re~

ine, in mines, andina thoufand diﬂ?ergén_t

produdtions, which coft, fome more, fome lefs expence to cultis

vate. The tithe takes without diftinétion a determipate proportion

of the fruits, in which is comprehendcd the tithe of all the induftry
and cxpence beftowed to. bring them forward. . As an example of
this, let me fuppofe a field of corn, which cannot pay the pro;
prietor above & of the grain it produces, many I know cannot pay
above ;- but let me fuppofe it 1:; another may pay with eaf«;’;;.;
another even 2; .the fields; about Padoua, pay +; grafs fields pay
fill more; and rich hay fields will pay in fome places 3, and

§ K]
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. How then- is it - poflible. there .fhould be any equality in a.tax
which carries off, without diftin&ion, a certain proportion of the
fruits, when thofe fruits bear no determinate proportion at all to
the expence of raifing them? :'But befides the inequality of this tax
among proprietors, 1 afk how. it is poflible that any rent fhould be
determined for. lands, 'which are fubjeét -to a variable tithe, fome-
times at %, fometimes at 2 of the produce ! Let me demonfltrate
the impoﬂibility of-fuch a pl:m,fby'an example. ;. iy
" 1 fuppofe the Marechal’s plan eftabliffied, and that the tithe to be
impofed is to be deduéted from the rent ftipulated between mafler
and tenant. This was his intention he has in many places declared,
that all tithes were to come out. of the land-rent;; which indeed
is the only fund upon which a land-tax ought to be eftablifhed.
And he has-as often declared that he never intended this land-tax
fhould exceed one tenth of the rent, or two fhillings- in the pound:

1 fuppofe

-]

P
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“I“fuppofe-a’ field; producing 'c¥ery Jear 1000 bufhel$ of ‘crain,
‘9,‘be let: it is-to pay a variable tithe, fometimes of 106 Bubﬂmls?
fometimes of. 5o, according to the exigencies of the flate -1 f‘u': :
t\her f‘uppofe one third of the produce to be equal to what thc. farn‘: :
can pay the landlord for rent. ‘And I fuppofe the rent 'el
in bufhels of grain, * © 0 - o T i Lo -

- According to thefe fuppofitions, the rent muft 'bé ‘333 % buﬂ 1
fu_bjeét to the ti_the. <’Suppofe it to be laid on at ;%,, or xooTbL Ih“i .
Dedu&' pllis.f1'om 333 4, remains to the propri'ctm!- 0;33 e Th; t'fxs' »
(?é.)mc;s _nexf year to o3 “this imakes o of dcdtié’tiond‘rem‘ains{ o
him 283 3. 'So inflead of 10 per cent. of -his rent, he , ays i lt?
firft cafe 30-per cent. and when’ at the lowef, : h:a payl::‘r} 5 n o
which is thrice as-inuch as the Marechal pl‘opofcd to t'tkeJ e et

‘But how are afters ‘and tenants ' to reckon with :me ’.ailotl 8
L‘nnds‘ are not let according to a determinate proportion of in le; .
Suppofe an’ eftate in lands" of ‘different:kinds, how is the :lﬁa o :
be deducted then? Is the mafter to take the tenant’s word Boul »efto-
th’e quantity and the value.of every article he has paid astt? IO1
of every field, of every article in his pofleflion, even oflt ie’ .
chickens in his yard? If on the other hand, this vari:’lble tithe i o
be thrown upon the poffeflor, which, indeed, is the only oﬂlisb;O »
ﬁ.lppoﬁtion,‘which way are lands to -be let, when we fee tiat tk .
difference of the impofition, at diﬂ’crént,tinles,fs no lefs tl '-m'
15 per ceat. or three fhillings in the pour)ld?‘ This, however, womiz
be the only method for mafters and tenants to reckon ' B

-But le't me {fuppofe another-proprietor to leta grafs I.icld-‘av.d'-tcc

o that which bears grain; and that both were to be of an e uajl‘ y " :
fuppofing all rithes out of the way. The gro'fs pi‘oduce ofqth le'n{t'j
would be to the rent,:little above the proportiol; of tb 3 <chm N
then call the grofs: produce 1ooo, as in the other ca?e Jj‘)f" \\(;:uls ‘
would be 750, for the rent. One tenth of the \vhole’ t+;1kc‘n .fr(l)L X
qmt would leaye the rentat 650, or little above 132 per cents ded .
tion at the higheft tithe, and 62 per cent. at the lda\;vcﬂ e
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. WHat inequality,’ ‘therefore, would: rot-fuch an impofition occa~

‘fionupon land-rents, and what inextricable: difficulties in Iettmg of:
-grounds ?.- From .what has béen faid; without-farther inquiry, we

may- declare that no land-tax-can. poﬂibly be'raiféd, with any equa-.
lity, by a royal tithe;. and: thic Marechal-has. never. conﬁdcled far.-
ther, than how the King could with certainty and eafe to h:mfelf
appropriate a portion of thelands in:his:kingdom, leaving: the pro-
prietors and their. tenants: to fettlé accounts: the:befirway they could:
.On the whole, nothing. can:make us; approve; of: the Marechal’s:
roy'11 rithe, unlefs it:be;the prefentoppr eflion. Wlnch pwceeds from
the method: of: levying the: taille; - by Wlnv:h it:happens-that,in..
France few‘ incline to acquire:the full property of:lands.. o
Moft of the great eftates confift, of: fee-farmrents., A mari of tluee
thout,md a year:land- eft'tte, covers: fometiges:, Wlth his nominal
property. (dominium. diredlum ) 2 whole country, of: fifty; parifhes ;, but:
the real; property- (¢ dominium utile) 1of ‘this vaft extent is fubdivided:
into a:number.of fmall fees,.of which he is only loxd, panmount 5
and what remains is:the: property. .of . the lower. claffes, who pay .
what is: called Rentes. Sezgnonale:, or noble rents, confifting in-money )
and 'grain. Thefe rents.can nowife be affected: by any-tithe im-
pofed, becaufe they- ‘bear: no propomon to the produce: -and fup~
pofing tlrey did, as in.fome provinces, where they are called ‘agriers,.
(which is- the 3 or  fheaf -paid to. the lord) the dthe, inftead. of
taking a tenth of the agrier, takes atenth of.the whole crop; con-
fequently, only one tenth of. this fixth or eighth fheaf" falls upon
the lord ; the tithe of all-the reft falls upon the poor proprictor or
leffee; who- the more he is induftrious is opprefled the more by this
impofition ; becaufe it’carries. off : thc tenth of. his. expence and
labour, as well as of the farm which he rents, .
This is the tax which the Marechal de Vauban lecommended to E
be raifed univerfally.over all the land-property of Trarice, when the
(ithe was ac:the higheft. To this the late reformer, adhexcs ; but

propofes the twcnncth inftead of the tenth; and after a nice ca
- lation

e Ao
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lationrof the grofs produce of France, he-eftimates one twentieth part,

of it 'to be worth about 95 mdillions - of livres per annains Hence
1 conclude, -that’ the twentieth paxt -of :the ‘income, or one ﬂnllmg

. .in"the pound of all the revenue of folid property in France,!fairly

éollected, would not much -exeeed-one third of that fum, er about
30 millions, or 1333333 A ﬂelhng This firft p"ut ‘therefore, of
‘thé Marechal’s tithe, ‘impofed at-%;, wouldlay a‘tax equﬂ to three
{hillings in the pound on the poor leflees-and vaffals -of the nnobles,
while, contrary to his - exprefs ‘mtentlon, tthe wholé fee:farm
and noble ‘rents of France; would- efcape taxation. ' ‘From this’ we
i thatno tax upon land-rems can pofﬁbly ‘beraifed by
way of tithe: s alfo” thit wlhien it i§ taken'd m kind it 1s the moft
opprcfﬁve, the moft unequal and the mo[t dxfcoul agmg to mdu{h y,
that evel wis contrived: ¥ 2T T

The \’I'ueclml’s principal otive' for pxopoﬁng this ‘mode of
takation, was'to avoid the' (hﬁiculty’ £ obhgmg ‘the nobles to pay
the taille.- “Fle found a.lfo, tha_t théré would be ‘great eafe in colleGing
ﬂns revenue for the L(mg, ~without' dcmandmg money of the lower
claﬁes. The confequencc 11oweve1, would have been, either to
rum all 1effees, if they contmued to pay thefame rent for the lands
as founelly ; or ‘to introduce’ the greateft inequality mngmzﬂ)lc
'unong plopucmxs if the ‘tithe Had' been’ totally caft’ upon’ their
rents: but as to the method of fettlinig accounts berween malfter
and’ tenant, in-confequence of this mhe, both thc M:u echal and the
reformer ave totally filent. e

" The Marechal’s Dixme rayale, with all its dcfe&s, isa book of great
value, from two-confiderations.

The firft, that he had all pofﬁblc accefs to come at the true ftate
of the nation. The fecond, tlnt he wrote with great impartiality,
:md with a fincere defire to'ferve the landed intereft, without intend-
mg to hmt that'of the King his 1111&@1 From this book, ‘we have
an oppor tUnity ofjud"'m"r of his notions of taxiuon; and from the
confequcnccv ‘he him{elf points out, we, difcover the ‘miferable

Dddd 2 ftate
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Atate of the.common people in Trance, \vhofe ﬁtuzmon at tlns (hy
-is not much changed for the better.: ;o oo .

- The Marechal’s fcheme was to 1cduce the whole revenue of l‘rancc

~The firft, a genelal nthe of "tll the, frmts of the c;uth without
dxﬂm&lon, which we have alrgady explained.. T

. The fecond,,a tithe upon, every income wha.tfoevcr, even upon:’
the, profits of labour, - fervants -wages,

;employmcms, poﬂ'efﬁons,
and trades.of all denominations. - il

The third, was a modification of the gal;elle, 01 the duty upon fdlt.
. The fourth, which he calls the fixed revenue, was to be compofcd

of the domain,;and feveral other: branches of taxes whmh he allowed:
to fubfift, judging them, L fuppofe, not hurtful to the- ﬁau.. -

I thall now thew wherein the Marechal’s plan of taxation’is con~
trary to.principles;” and leave thercader to make his concluﬁons

. Firft, he has.declared in, many places; that his intention was only-
to impofe a tax upon the income of land, which he undelﬁands to-

‘be that part. which remains after the dcdué\:xon of .all expences- of*

cultivation &e. in other. words, . whs.t evexy one. undelﬁands by
Jand-rent, and which, no doubt, is the only. proper object of | tax-
ation: butin order to- 1mpofe upon. this part his royal. dmmc When
at the real tenth, he takes.the tenth. part.of the whole. ploduce, in--
ftead of the tenth part of. what goes for the rent; and, as faras I,
have been able.to difcover, he never pexcelves that therc is the:

greateft difference between thefe two quantities.:
The fecond article was the: tithe of - evexy mcome, not conﬁ&mg
of the fruits of the earth. :
Where an income. arifes from a: blanch of property Wlnch cam:
}ender it detcrmmatc, 1 {hall form no objection. to a t1the or Ltwos
{hillings in the pound upon it. But when he comes to tax. law-
yers, attorneys, phyficians, &c: according to the.value of their
emoluments, [ own I cannot find a poffibility of preventing '1bu{'c'
in the collettion, or inequality in the impofition of the. tax.. . oif
T : “The:

'8
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i Thie M'u cchal’s plmmp'll point in"viéw was agreeable to the
ftanding’ m'lxnn in France, to make evexy onc contribute'accordin g
to his income. - Very ught, fo far as it is poflible, without -imply-
ing-much greater inconveniences than what can be compenfated by
this imaginary equality. I cail it imaginary, becaule in the exe-
cution it will be found, that no body will’' really pay what they-
ouglh, except thofe whofe income cannot be concealed. Whenever
any p'ut can be hid, there muft, in my opinion, refult a great inc-
quality, ‘and great oppreflion, in endeavouring to afcertain’it. -

* A fhort obfervation will {uffice to give a view of his notions “with:

egard t6 merchants and trade in general. “ His intention was’ to-
be very indulgent to this clafs of inhabitants ; and he feels all the
1dvantages of trade. He propofes, however, to profcribe all notes of

" hand p‘tyable to bemer, asitisa ‘method of concealing wealth and
exading i mtereﬁ for money ; \vhu.h he fuppofes to be conualy to

rcrlpture. Tw.de would ‘be ill’ C'ume(l on wnh the M;uechal’
reftrictions. by e sl T

‘When he comes to thc Tower claffes, which he fuppofes to com--
prehend one half of the people, to wit, “all tradefmen, manufac-
Turers, and d'vy-labourms, their wives and children; he takes the'
¢xample of a weaver, as a middle term, to judge of the gains of
the ‘tradefmen and manufaturers. - He fuppofes this weaver to
have a wife and family, to work 180 days only (becaufe of the
many holldays, as well as '1Cc1denml avocations) at roLd. fterling
a day. This makes his year’s ‘labour worth: 74 175 §d. fterling.
Of this he takes 10s. 10Ld: for the greateft tithe. Befides this, he
exacs of him for his falt-tax, for four perfons-in his family, 125 9d.
So that this man, whofe whole labour is only worth 7/ 17 s. 5d. fter-
ling; is to pay 1 L.3 s 75 4. of cumulative taxes out of ir, which is:
above £ of the whole fund of his poor fubfiftence: after which he
adds, . This, in my opinion, is a tax high enough for a weaver,

““’ivho has only his two hands to gain his bread with, and'who has:

« houfe rent, meat and clothes to provide for a family, who fre-
“ (luently can gain very little f01 thémfelves.” To this Imuft agree:.
. ) T {hall

e
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‘I.1{hall give one {pecimen more . of what the ;Marechal: conﬁ~
ducd as an eafe procured to day-labourers, in their then-fituation.;
which-relief, however, -they have not hitherto obtained. .

Thefe he alfo fuppofes towork 180 days in the year, at not quite
8: 4. flerling. ., He values his year's labour at 6. 10s. 6d. fterling,
and here is thc employment of this fum according to ‘the

plan. R
He is to pay for tithe of his induffric .. -~~~ £ o 8. 8‘
For his falt-tax .~ - - - - - - .- o129
For five Englifh quarters of ;ye’” - =~ = - 4 7 .1
Tor clothes to the family, utenfils, and 1ep1us - FRNS g ¢ .4
610 6

1 have been the more pamculax upon tlns palt of the plan, be-
caufe it gives us a notion of what the Marechal thought a moderate
cafy tax laid upon 8 000 ooo of inhabitants, .to wif, 2:000 000 men
and 6 ooo ooo women and children, according to his C'tlcula,tlon. .

1 come next.to the tax he propofed to lay upon falt, of which
mention has been made. .

This tax is of the nature of an. excxfe, and is cﬂlcd the gnbel/c,

which we have expl'uned already-in -a note; :md the objeéhons to
it, as the Marechal has propofed them, are no lefs than three very
material ones.

Firft, the proportion of the duty is far too great, conﬁdeung thc
value of the commodity,. The fecond is, -that being impofed upon

an article of fubfiftence, it operates immediately on the price of the
falt, and only confequentially on ‘the price of labour. This is no

great objection, were the propor tion moderate ; becaufe infenfibly -

the price of labour would rife, were the tax generally and exatly
levied in propor tion to the confumption : but this was not the cafe;
and this circumftance opens the laft objettion, and the greatelt of

all, to wit, that the tax, proportional in its nature, ‘is rendred cumu-;

lative, by being raifed at ‘the end of the year, in order to Obh?(
gvery one to confume the fzlt required.
Now
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“Now by this mode of levying the tax’ it lofes every: advantage,

and becomes an addition to the titlre laid upon the induftry of the
confunlcl 1f every man in England were to, berated at the end of
the year, in propoltlon to the excxfe of as much beer as lie 1n'1y rea-

fonably be fuppof(_d to confumc, ‘would that be an excife ? certain-

Iy not. - It would be a poll~ tw to all intents 'md ptu pofes, \Vhlch no
man could draw back.

"1 have httlc or nothing to objcé’c to the fourth article of the Mue-
chal’s plan. He propofed no effential change, either ‘as to thie im-
pofition, or method- of levying the.taxeswhich compofcd dt. - Thc
principal heads of them are, Ce

1mo, The myﬂ domain, or the ngs landed e(‘tate, togcthex thh
all cafualties attached to royalty,. or feudal fuperiority;: ﬂamp-
duties, and the controle of public acts by notaries.

2do, The cuftoms upon impor tation and exportation.’

gtio, Gertain taxes.of the-pur ely proportional kind;-among which
‘was one upon tobacco, and one upon liquors drank in public houfes
in the country. Here entire liberty is left to the confumers ; and
the taxes are principally calculated to affed, or, as he calls it, to
punifth luxury, intemperance, and vanity. With this view, he

wittily propofes an impofition upon large and ridiculous wigs,’

at that time much in fafhion, and upon feveral other "uncles of-
extravagance.

This is a fhort {ketch of the Maleclnl’s fyﬁem of ;o_yal tu‘bf, con-
fidered as to the puncxples only, upon which the feveral taxes
were ' intended to be impofed.” The treatife contains {feveral ad-

mirable things ; efpecially with regard to vecapitulations of inhabi- ’

tants, lands, houfes, animals, &c.’ ‘highly deferving the attention
of the ftatefman; who mtcnds to execute any plan for national’
improvement. ‘ i

1 thall now fet before thc reader thc Malech'll’s Calcul'mon, as to:
the amount of the four articles, when at the loweﬁ, and at the

- hlghcﬁ ta xation. . 2

When
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When the_ tithe is underfiood to , mean the 20th p'ut of. the
_fruits, &e. -

Lrvles.
e " The txthe of the lands K - .. - Goooo 000
1. The tithe of all revenue and mdu{hy - - 154223500
‘11I. The fale-tax at eighteen livres the minot* - - 23400000
1V. The fixed revenue - - - - 18000000

’ Totétl of the four”artiéles, ivhen at the loweft taxation 116822 oo

———

When the tithe is underfiood to mean the tenth part
of the fruits, the two firft articles are _]uft double of
what they are ftated at above, viz. - -

“The fale-tax at thirty livres the minot - - -

150845 000
39 cooodo

The fixt revenue never changes, and ftands 1lw:tys at 18000000

———

‘'Total of the four articles, when atthe high_eﬁ: taxation 207 845 coo

S Inc unpoﬁng tlns tax upon the fruits, he allowed no exemp- .
tions, not even in favours of the princes of the blood: for this he

gave an excellent reafon, .Tithes, faid he, were the "mment patri-
mony of kmgs The Roman emperors and kings of France en-
joyed them. From thofe duties no noble was exempted. This appears
from the ecclefiaftical tithe, which, he alledged, to be nothing but
thc 1oy'11 puumony, nhemted in favour of the” chmch, confc—

* The minct is a meafure of ca;;amty equal to tl.rce Paris bufhels, or the fourlh

’p'\rc of a feptier ; which is about one half of an Englifh quareer, This makes’ the -
srinot to be about an Englifh buthel.  The Marechal propofed Lhat this quantity, .
when at the loweft price, ihould be fold for 18 livres, or 1 4. 6 5,01 L d. flerling 5,
'md when at the higheft, at 30 livres, 2 /. 35 64d. from whlch we may judge of'

the exorbitancy of the gabelle, even afier all the diminution he thought proper to

* make upon it. The French money mentioned in the Marechal’s Dixieme royale, is

here converted into 524 4. fterling, for the French crown of threé livris: becaufe
the filver coin in France, at the time he wrote, was 30 livres 10 fols the marc (Dutot,
smap. 1. aft 6.3 and at prefent it is at 49 livres 16 fols.

queritly,
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quently, there is nothmg derogatory in p'tymg the’ trthe, although
nothing bé more fo than paying the taille. . So great is the diffe-

rence between terms, when the 1deas of a nation are conne&ed
Wlth them !

CHAP XII

Mifeellaneous szzﬂmm relatmg %0 Taxes.

HE fubjects of credit, debts, and taxes have been fo exten-

fively treated of in the two laft books, that I'hope 1o quef-
tion I now can propofe will ferve for any purpofe, but to fuggef’c
the folution of it, fo far as it comes under the principles we he.ve
been deducing.’

QuEst. 1. What is the moft proper method fm 1mpoﬁng a land
tax?

I anfwer, that '1cc01dmg o equity and Jufhce, all 1mpoﬁtlons
whatfoever ought to fall equally and proportionally on every one,
according to his fupelﬂmty- but in land-taxes’this equality is not
{o cflential as in moft others. - The great hurt arifing from in-

equality in taxation proceeds from the inequality occafioned ther eby
in the competition between the claffes of the induftrious. When
the fametax affects people of the fame clafs differently, thofe who
bear thic heavieft load" gain lefs, though their induftry be equal.
But in“land-taxes the cafe is (hfFerent- the tax there only dimi-
nithes an income already m'tde, and in'fa& diminifhes the value of
the property ; fo that were l"md-mxes made per pctual dedu&xon
the whole lofs of the tax would' fall at once upon the acual pof
feffors at the time it is 1mpofed Every fubfequent purchafer, by
deduting the Jand-tax out of thé rént, would calculate the valué

VOL. IL Eece . of




e e e e e TR e e e e e

et e e

ke

578 AN INQUIRY INTO THE PRINCIPLES .Boox Vi

of .the remainder-only ; and the-confequence of sthe tax would .be,
v1rtu:111y, to transfer a part.of the land-property tto the frate. .

. The confequences of fuch aichange-upon property may pmduce
a variety of new combinations. . The ftate may then fell this por-

‘tion of their property; they may with the price ‘received pay off

part of their debts; they may acquire certain diftri¢ts of the
country, where, béing both foveréign” and proprietor,’ thcy may
abolifh taxes, which would then in a great meafure affect them-~
{elves only, and eftablifh manufactures for foreign exportation. -
Although an abfolute equglity in this tax is not fo very requifite,,
ftill the incquality aught. to be-afcer rained, and every income in-

tended to be affefted by the tax thould be fpccxhcd in one way Or--

other, Tor this purpofe, the beft method feems to-be,- to make the:
1cgulat10n of any one year a rule for the fubfequcnt years, until it
be judged proper to ‘make a.new gcnexal V'Llu'mon of evcfy part..
Thisisa confcquence of what. lns been fzud aﬂu&:umt_m& annual
valu"mon, which is the cafe in I‘nncc, produces uu_mbellefs in-
conveniences ; and upon the whole, they are far greater than
thofe Whlch it is intended to avoid. Co st
.Iagree that.the fame land may be worth more one year- than
another ; but itis unpofhblc by.a flutuating valuation to afcertain
that difference ovér a whole country, to the fatisfaction of every
one; and although, by fixing it at one rate upon cvery poffefiion,
inequalities muft take place, yet’ fixing it from rifing in propor-
tion to improvement, will prove an encouragement to mdu(’ny
which will greatly overbalance fuch an inequality. ILvery one
then will be in the way of acquiring an addition to his income;
free of land-tax; and if . this be thought too great an encourage-
ment to improvement, let the regulation be only fixed for a deter-
minate time ; fuppofe-a century. This. is ne more than g1vmg
every one a leafe as it were of their land-tax fora hundred years;
and experience fhews, that without granting long leafes it is nnl
pofﬁble that lands thould ever be improved. B i
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- Were innovations pla&xcable, according ds "right reafonand
plam punc1plcs dire®, it is!very: certain that a land-tax might be
impofed in a ‘better way than I have here fuggefted. But to: ‘what
purpofe would it be'to lay down fchemes beyond the poiwer of exel
cution, when the prmaplcs ahc’tdy deduced for phmly pomt them:
out? :

. QUEST. 2. Wh1ch is tlie beft method of levymg taxes ; by f-um,
or: by the management of commiffioners appointed by the ftate 2

. The beft way to. anfwer this queftion,- is to- thew the inconveni=
ences.and advantages of both. The arguments againft farming are,

.. 1m0, The great fortunes made by the farmers occafion jealoufy,
and expofe to the eyes of the people a fetof men who are become -
rich at their expence ;- hence envy arifes, and’ h"med againft gOA
vernment. ; :

. ade, In years of fearcity, war; or public: calamlty, dedu&xons of
the rent, . or annual fums paid by. the farmers;: are'demanded, and
can hardly be 1efufcd and the farmers always overvalue their lofs;
here thercfore -is: an "unequal bargain: the faxmer ng/l gam, the
ftate may lofe.

_gtio; The people pay: lefs willingly .to the farme1s than to the
ng, magiftrates in " general fupport the raifing of 'duties with
more unwxllmgnefs, and- fevcntles upoen delmquents are lefs caﬁly
born. : !

Thefe inconveniences are avo1ded in the management. Thcu:
men of the beft abilities may be entrufted with that employment }
cxperience ﬂlews that many branches of taxation. have been car-
tied to great perfeftion under management, and men of probity
and capacity will:act with as great zeal for the publicas for thiem-
felves. . . :

- The prmcxpwl ar guments for f;ummg are ; the 'u}v’mtagc of
having a fixed and certain revenue to depend: onat regula¥ terms ;
that the farmers aé with more zeal for themfelves, and: with
greater 1mpart1ahty in employing under-officeis; as well'as miore
fruga.hty, and therefore can afford to give a-higher rent;- with’ con-

Ecece 2 {fiderable
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fiderable profit to them{elves, than can be made effeGtual under the-
beft management.: befides, every one judges himfelf éap:lble to
adminifter the King's. affairs, becaufe he finds  profit in it;: but
people think twice béfprc they undertake to be farmers of ‘a reve«
nue they do not well underftand. . S e

In the adminiﬁrﬁtion of taxes, it ought to be-the obje& of -a
flatefman’s attention and:care to profit of every advantage attend:-
ing the different modes of chfj'ing them.. It.is not {ufficient to in»
quire intothe general confequences of the two modes of admini-
firation, the management and. the farming of taxes.: thofe of ther

cumulative kind efpecially, affecting the lower clafles, would. be-

very improper objects of.a.farm ; becaufe it.would be-in a manne:

delivering over the greater part of a people to the rapacity of . tax--

gatherers. . ! ;

On the other ‘hand, the farming- of. proportional”taxes is-not-

liable to fo many inconveniences. - The: farmers there are princi-
pally employed in watching over:thofe who-advauce the taxes, and’
who are themfelves, as has been faid, in. reality. the tax-gatherers-
over the people. . S
. When -therefore circumflances permit,” without inconvenience,
the fabrication of excifeable goods: to beincorporated with. the:
farm, this of - all others is'the beft method of levying taxes.
Examples of this are familiar almoft every where. The farmers
of the falt and of the tobacco in France are in this fitnation. In
retailing thofe commodities, they colleét the price they pay for the
compofition ; that is, for the farm of them. Itis not the {fame of
the aids in France. = There the farmer {uperintends the: imme-
diate tax-gatherer, to wit, the retailer of {pirituous liquoré, or
of other things fubje@ to the tax. - The circumf{cribing the num-~
‘ber of places where excifeable commodities are fabricated, and the
fhutting them up within inclofures, would greatly facilitate the
levying of all excifes, whether by farm or by management.

In order therefore to decide whether the preference ought to be - .
given to the management or to the farm, circumftances are to be-

weighed.

’
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weighed. ;“When' a tax is new; or:has been.ill managed,‘ or has:
fallen, without any vifible: caufe; below.what1it formerly produced;
or_ought to have.done ;- when the amount is unknown; by being
of an cxtenfive colleion: in fuch cafes, thort farms, and even {eve-.
ral fubdivifions of them in a country, may.be of ufe. -But when-a:
tax is-well underftood, and.a good plan of levying it laid down, it:
may be well raifed, and:perhaps better improved, under.a ma-

+pagement ; as alfo, when it is of a nature.to be eafily underftood,

and when the very exercife of leyying,it points out all the frauds.
poflible to be committed...- - : - .

. Davenant, who swell underftood this queftion; in his 4th Difcourfe

UpoN TEVENUES, recommends farms which -are not abflute, but li--

mited, as the beft. By limited, he underftands; that the farm fhould

firft be given for-a fixed fum;-that the: farmers fhould carry on an:

open adminiftration, liable to the government’s infpection in every:
particular; that in cafe the profits of -the farm fhould ‘exceed the-
rent ftipulated; a certain fum {hould -be afcertained for the charge:
of management; and the furplus thould- belong to the King, allow-
ing a-certain poundage to the farmers-to animate their diligence *.

 He very juflly obferves, thae a:tax, when farmed, in order.to"
be improved, will naturally.draw; at firft, a lefs rent than the: fum-
liquidated as-a free profit by the former management ; -becaufe the-
farmers will be willing to fecure to themfelves a good profit; and.
next; becaufe they-will be-obliged to make a confiderable advance, .
as a fecurity for- fulfilling their engagement, which muflt alfo ben

confidered as a deduction outof the produce of - the- tax.

All thie advantage therefore in- farming muft be looked for afier -
the expiration.of the leafe ; for which reafon, the fhorter the term -

is, the better: threc years, it feems, was the common term-in Eng-;
land, in Davenant’s time. - Cos - .
... All new .impofed taxes ought to be raifed with' the greateft le-

nity, not to revolt the minds of the people: the- firt year's defi—

“* This plan of Davenant’s was carried into execution.in France by Monfieur Sil-
houé:t>, in 1759 ’ -
o ciéncy
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ciency is well beftowed, if govemment can but difcover. the i difs
ferent ways which ‘may be fallen upon' to defraud the tax,. and
form a good judgment how far the amount’ of it may go in time,
when the management is brought to pexfeéhon. As long therefore
as a management continues to. improve a tax newly laid on, [
fliould not think of farming it: but when, cither from' the extent
of the impofition, or the nature of it, frauds begin to multiply,
and management begms to become more and more difficulty’ then
is the. time immediately to put it into farm, either for different
diftricts of a country, or in {ub-farms. If this be delayed, frauds
will daily increafe ; and the difliculty of preventing them will carry
government to the expedient of impofing penalties, {evere in pro-
portion to-the frequency of the crime. Commiffioners will conftantly.
put thefe in execution. with 1eh1é’cancc ; the m'magement will be-
come flack ; or if penaltiesare ngomuﬂy exacted, they will become
a handle for oppreflion; and even: though . juftice- be done, and
none but delinquents be punifhe-d, yet {till -the people will be ill
affeCted with the punifhment of an acion which in itfelf they are
too apt not to confider as a crime : whereas in farming, frauds will
be prevented by vigilance more than by fear of punifhment; and:
this is by far the better expedient. -Thus inftead of feuds daily
increafing, they will daily: diminifh, and the tax will 1mprovc
yearly. :
Here Davenant well obfcwcs, that ﬂot/.m"tr but divine wifdom can at
Sfirft create perfect order ; but in all human affairs it muft be the awork of time,
and the refult of much labour and application. .
. One good reafon for managing a tax before it be f"umed is to
learn the naturc of it, and of. the frauds it is liable to. When
ihefe are not rightly known, the farmer can -more cafily ﬁupl izc
the government, and obtain from it new regulations, under the’
pretext of preventing frauds; which regulations they may abufe,
and turn to other purpofes than thofe intended. e
Davenant has a very good remark, p. 154 That a new. tax, im-
pofed upon confumption, and ill levied, equally raifes the price
5 - upon
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upon-the: confumers, and the whole profit centers in the hands of
thofe who retail. * That when an old -excife becomes ill levied, ‘thée
profit is divided between the inférior officers (who collec it) and the
retailers: - The reafon s, thata blanch ‘which is well underftood,
is not fo diable to fraunds as to collufion. This fhews that in every
cafe, fuch a’'duty fhould never be'impofed without exerting every
endéavour .to have it rightly collected. The flate thould alfo keep
a watchful eye upon the augmentations made in- the price of excife-
able commodities, in order to ‘keep the dugmentation juftly pro-
portioned to the duty. If this be neglected, the overcharge hurts
confumption, diminifhes the produce of the tax, and enriches the
retailers only. Here competition is neceflary to be introduced: the
pubhc may even eret a manufacture which may regulate prices,
and fo-foon as they are properly afcertained, the felling price may

be fixed by an aflize.

An ill levied impofition is attended with this addltxonal inconve-
nience, that it eftablifhes inequality among the induftribus of the
fame clafs ; confequently, an unequal competition.- This happens

when puucular officers ave diligent and exaét in doing their duty,

while cthers are remifs. " The profits of retailers are high in propor-
tion to the negligence of the officers of the revenue ; and their extra-
ordinary profits, enable them to underfell and to ruin thofe who
are exactly looked after: the confequence of this is, to diminifh
‘the number of retailers; to introduce hurtful monopolies ; and in
general, to hurt ‘the whole ‘branch of the manufacture. All remiflt
nefs, therefore, in collc&mg an cxcife, draws along. with it a pre-
judice to. the Prince and his people: and the relative profit, which
balances this lofs, falls into the pockets of the fraudulent manu-
facturer, and the corrupt and negligent collector. This is not all:
the deficiency muft be made up in another way; for taxes mult
produce the fums wanted. Thus the remiflhefs in collection occa-
fions a new additional burden to be laid on the people. .
QuesT. 3. What is meant by iucome, when applied to individuals,
and to a ftate, and what is the nature of the expence which muft
d'uni_ni_(h it, when it is confidered as the object of taxation? |
The
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The great intricacy of this que{hon proceeds from hence, that
what is really an expence to one is the income of the other: fo
that without applying our reafoning to cvery particular fact, no
general explanation can be rendred-intelligible. My reafon for pro-
pofing it in this place,. is, that in commenting upon fome paffages
of Davenant, in his difcourfes upon -the revenues of England, I
may have an opportunity of .illuftrating fome things which have
been already examined. -

Davénant was an admirable writer; hehada rematkable genius
for political theory, and his fentiments upon many things are very
generally adopted. My intention here is not to refute opinions,
but to avail myfelf of his combmanons, in .order to explain my
own ideas. :

In his firlt difcourfe upon revenues,. we fu.d the followmg
paITage.

« 'The numbcr of the people leads us to know what' the yearly
income may be from land, and what from mines, houfes, and
‘homefteads, rivers, lakes, meers, ponds and wnat from trade,
labour, mduﬁly, arts and fciences: “for where a nation contains
fo many acres of arable land, {fo many of pafture and mecadow,
fuch a quantity of wood and coppices, forrefts, parks and com-
« mons, ‘heaths, moors, mountains, roads, ways, and barren and
wafte land;; and where the different value of this is computed,
by proper mediums, it is rational to conclude, that. fuch a partof
the people’s expence is maintained from land, &c. and fuch a
part from mines, houfcs, &ec. and that fuch a part is maintained
¢ from -trade, labour, &c. and the poor exceeding fo much the
¢ rich in numbers, the common people are the proper medium by
“which we may judge of this expence.
« There is a certain fum requifite to every one for food, raiment,
and other necefﬁucs, as for example, between 7 and 8/, per
annum ; but fome cxpending lefs, and fome more, it may not be
improper to compute, that the mafs of mankmd in England,
: C\(pend one with another, near 8/ per annum: from whence it
* may

®
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- may be concluded, ‘that an aintuial income of fo-maiy millions is need-
-« ful for the nourithment of fuch.and {fuch a number of people.

The mafonmg here t"LLes a wrong-turn., It is Of no confequence
to compute ‘the v'z.lue of ‘things confumed without alienation. - -1t is
-of no ufe to know that the.value of the. phyfical-neceflary of an
‘Englifbman is 8/ a year; becaufe if this fum’is {fuppofed to be
an -exa& quantity of income, not one farthing of tax can be'im-
pofcd uponit. Sothat impofing, for example, 5 pericent. upon this
-article would only be raifing the phyfical-neceffary to 8/ 85, which

8. muft be paid, not by the phyfical-neceflarian, but by fome body
having fuperfluity who employs him: -and if there was not fuper-
{fluity.enough in England to anfwer to 8. a head, fuch a tax could
not be levied.

He afterwards fuppofes that the income of this clafs ma y amount
to about twenty millions a year, which at 8 £ cach, anfwers to two
millions and a half of people. He flates the income of lands ac four-
teen millions, and the mcome of trade at_ten millions, in all at
forty four millions a ycar 1nd hence he concludes, that taxes
ought to be impofed in fome PlOPCltAOIl to this total.

Now if he fuppofes the firft article of twenty millions, arifing

from the i income of thofe who are cmploycd in arts and manufac-
‘tures, a.ccmdmg to the former c1lcula.t10n of 8L a ‘head, to be as
1cady a fund for taxation as the lnnd-wnts we muﬁ cxamine, by
the puncxplcs we have deduced, \VthheL there be any g ground for
fuch a fuppofition.
_ Let me fuppofe one of thlS "716’11: cl'v.fs to work a who]e day for
his victuals only. Here is an alienation of work for food. Ttis im-
poflible, however, to raife a tax in . money upon this ahenanon 3
becatife it may eafily be iuppofed that neither party has a far thing,

The only mecthod thcu.fcuc in fuch a cafe, to impofe a tax, would
bc, elther to oblige the woncm"m to fet apart a portion of his day’s
:wmk for one who would pay the public for the value of it, or to
‘oblige the perfon who gives him his food, to pay the public for
the puvxlefrc of employmv him .in his fervice. - The one and the
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other Hire emmples ‘of prop rtmnal taxes., BL, > -
ation is abfolutely unknown. In'this example ‘there is zihfitlie'ﬁatién’,
whxch 1 have faid, conﬁantly implies a fuperfluity of one kind or-
other. The labour of the perfon working is, here, fupexﬁuous to
himfelf; “theréfore a part of it may be applied towards the public.
But the bread he receives is in no part {fuperfluous, and theleforc
cannot be laid uinder’taxation as to bim. But then the brcad given
for the labour is fupelﬂuous to the perfon who gives it and asthis
1mphes that hé has a fupe;ﬂuny of bread ‘the ﬁate may demand a
ﬂrue of that fuperfluity.. . :
* By this expofition of the-matter it appears, that in order to-raifé
a tax, in whatever way it be done, fome kind of fuperfluity muft
be fuppofed. Italfo points out how it hould be laid on:* for if by
miftaking the proper objet, a part of the bread thouild' be taken
" from the wor l.mmz, inftead of being taken from thie man who em[zlo]:

pim, the tax would affe&t the phyﬁcal-neccﬂ"ary of the 1ab0u1c1, in~ "’

ﬂead of aﬂ"eétmg the fuperfluity of the cmployer
_ Let us next fuppofe a workman ablc: to do no more thian what i3

requlﬁte to dig the gxound for T00ts to cat, inftead of digging it to-
procure bread from a man who Bas bread to fpare; fill there w1ll-

be no alienation; confequently, no poflibility of- eftablifhing a
tax: for if you either take a part of his labour, or of his food, you
deprive him equally of his phyfical: necefﬁly Yet the work of this
man, and his food, may be valued at fo much money; and thus
may enter, in one fenfe, into Davenant’s gcncral article of income
or expence; but it does not follow th‘l{ any tax can be raifed. upon
fuch an income. . -

To eftimate, thelefore, the total'value;® o any n"mon of what is
the objet of taxation, we muft go-another way to work. The'firft
article muft be the annual income of all fzmd:. By funds, here, 1 undcx-
ftand the capital wealth already made, in oppofitior to'the pr roduce
of induftry, which- may be confidered as the matcrnls of "which
fuch funds are compofed. The fund therefore is the '1ccumu1anou
of favings, which, not having been fpent by the induftrious, form:

a capital

3
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a capxtal of a naturc to ploducc an, mcomc,mthex from land, or -
from any other vﬂuablc thing. Thus land rents, annumes i 1(.&
of moncy, emoluments of oﬂlces, fal'mes, even wages of fcrvv.uts,
in fhort, every fixed income, I range in this ﬁrﬂ uncle, svluch I call
amnml income, produced ﬁom a capital ahcady f01med exthu‘ 1ca1
or fuppofed .
"This may be laid under taxation by a pound-ralc, ‘or otherwxfe,
-md forms that kind of tax which I call cumulatwc 'md arbltr'uy 3
becm{e a man “who has any fort of v1ﬁble 1evenue, comes under
this general rate, let him have ever fo many neceflary dedutions
outof it, ever fomany debts and- incumbrances. From fuch circum-
ftances, cumulative taxes frequently turn out extremely burdenfome.
The fecond object of taxation is upon alienations made for mo-
ney., Whenever we, come to dlfpofe of money in the pulchafe of
any thing, the ﬁate has an opportumty of em&mg a partof itasa
tax; but while it remains 111(1 it'can nelthel be come at, or laid

. uinder contribution, \v1thout cextortion or v1olence.

All branches of expence ma.y be lald undm tamtlon by excifes,
which I call p;opmtzo;ml taxes; bccaufe a m 0 is llCVCl “fubje&ed to
them, but in proportion to_his e: pence ] and 1ns expence ought
naturally to proceed from his mcomc. B

As for trade, I do not clemly fee how the pr ofits of it can be re gu—
larly taxed. In Fr 'mcc, 1ndecd they '1re mxed undex the ﬁlﬂ: head
and are confidered as an income. Such an mlpoﬁtlon is not well
_]udged becaufe there the maternls f01 m1kmg the fund are taxed
as if they were the income of a fund 1heady made. It is only the
favings out of the profits upon tlade, phced fo as to produce a per-
manent revenue, which properly can be confidered as a fund: the
income therefore of thcfe favings, and not .the favings themfelves,
ﬂlould come under tlnt branch of taxation. .

,Cuftoms are 1mp1opelly called taxes upon wade. If ill impdful
thcy ftop tmde, or render it lefs proﬁtable, b} diminifthing the de-
mand for the goods fo taxed ; but they take nothing flom the pro-
ﬁts '111 cady m1dc. ~
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In a trading nation, the great branches.of commerce produce -

" certain determinate profit, fubject, I allow, to augmentations and
diminutions, from accidents and circumftances - impofiible to be

forefeen: and the cuftoms impofed upon exportation and importa: -
" tation differ from excifes more in the method of levying them than-

in-any thing elfe. .
Daverant, in my opinion, would have given 4 Better idea of the

fum which taxes might have been fuppoled capable of producing:

in England, had he examined the amount-of all the branches of reve-

nue, and of all the fpecies of fale, than in the mianner he has done. .
Thefe two points known, it would be expedientnext to inquire, in.
what manner the feveral articles could be made fubjeét to either-

cumulative, or proportional taxes.

I muft now take notice of: ahothér paffage of Davenant, where -
he -explains himfelf upon the queflion before us: it is in his fifth:

difcourfe upon revenues, where he fays,

“ By annual income, we mean the whole that arifes in any-
. country from land and ‘its produdt, from foreign trade, and do--
meftic bufinefs; as arts, manufaGures, &c. and by annual:
expence we underftand what is of neceffity confumed to cloath and:
¢ feed the people, or what is uecefaiy for their défence in time of-
war, or for their ornament in timé¢ of peace: and where the -
« annual income cxceeds the expence there is fuperlucration arifing, .

o

which may be called wealth or national .ftock.

“ The revenue of a government -is part of this annual income, .

as likewife a part of its expence, and. where it bears too large a
proportion with the whole, as in France, the common people:
mudt be miferable and burdened with heavy taxes, '

1 muft comment a little upon this paflage.

1 have no objection to this expofition of the matter; the ideas are-

intelligible and clear: but I object againft the application of his doc-
trine to taxes ; becaufe itwould lead to error. Here are my reafons:
. tmo, Income is called the whole of the earth’s productions: this
I may admit to be juft, except when we confider income as an ob-
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ject of taxation. - But if we retain the fame deﬁni.t’ion to .e,xprcfs the -
sncome of one, for example, who labours the {oil for his.own fub-
fiftence, as-well as of another who labours ivt as a trade, the dit-
ference in paying their taxcs out of it will be very great. He who
"draws nothing from the ground but his phyfical-neceflary, can be-
laid under no taxation ; becaufe he has no fuperfluity.. And if he -
be.obliged either to give a part of his crop in t@.\:, or .to. {ell any
part of it for money to: be paid to the pubhg this diminifhes his
phyﬁcal-necelfary, and forces him .to ftarve:: whereas the other -
who exercifes labour as a trade, may be obliged to pay a part of his -
furplus by.way of tax.or.rent; and ﬁ;ll his phyfical-neceffary may.
remain untouched. . ) .

Tt is for this reafon, thatin treating of thefe matters, T am always
at the greateft pains to point out, that nothing can be the object of
taxation, except what is-over and.above. the phyfical-neceflary of
every one.. .

In all countries where -a- land-tax, ficuer; taille, or: by whatever -
name it goes, is eftablithed, care muft be.taken to- prevent the -
hufbandmen from confining their labour to fuch a fmall fpot of *

~ground as is barely. fufficient to produce théir own: phyfical-necef- -
fary, unlefs when they have a trade to aflift them in paying what-
the public demands of them. .

Trom this circumftance, and this only, it happens, that the land--
tfax in England is fo little burdenfome; comparatively to what it is:
in many nations of Europe. - Lands in England are let inlarge por-
tions : no body will let a-farm fo-fmall as to-be proportioned to the -
fupplying of the mere phyfical wants of the farmer. But inother -
countries, where the ceconomy-is different; where inheritances in -
land are conﬁ:\.ntly divided, as moveables, among all the children ;
the lots become fo fmall, that.the proprietor can. draw no mwore :
from them than his own {ubfiftence ; and then when a land-tax is -
impofed, this poor little portion being valued in proportion to what -
it can produce, as well as the greateft eftate in land, the hufband-
man is ftarved, although .the tax demanded of him belaid on in:

: the
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a fulplus is qmte eafy . e
. I would therefore 1ecommend in countries whexe tlus mumte
fubdwxﬁon of lands has taken place, that for the future none un-
dex a certain extent or va.lue thould be fuffered to be divided among
the cluldlen, but mdered to be {fold, and the price d1v1ded among
them ; and that the fame regulation fthould be obferved upon the
death of fuch proprietors whofe lands are not fufficient to.produce
three times the phyfical-neceflary of  the labourers.. This would
engage a people to exercife agriculture as, a trade, and to give over
that trifling. hufb-mdry which produces no.{urplus, and which in-
volves fo many. poor people in the oppreflion of land-taxes. This
plan "can never be recommended as a plan to be executed all at
once: it muft be done by degrees, and in proportion to the pro-
grefs of mduﬂry The principle is fo ev1dem, that I never found

any one who did not immediately '1g1ee to the Juftnefs of my ob- -

fervation ; although in 1mpoﬁng land—taxes I have nowhere found
it attended’to %,

Here then is the ufe of thecny 3 it du c&s us in pmé’hcc to 9.\'01(1

difficulties, which might otherwife be Judng unfurmountable,
. 2do, 1 farther obferve, that it is a more hurtful error ftill to mif-
take the produce of mdufhy for the taxable income auﬁng from
it, than to miftake the gxofs produce of land for.the rent: bemufc
the profits upon mduﬁxy bev fmaller proportion to its produce,
tlnn the rents of lands do'to theu full ﬁults }

The beft method of 1a1ﬁng money upon the Iowm Cl1fres of the
induftrious, is 11;31nly to lay their confumptxon under proport tlonal
taxes, wlnch they may mﬁly dr w back’; bemufc they will r:ufe
the price of their work propor thﬂ'lH)’ o .
! l‘wm this we may conclude, contrary to the common o
“that the teft of well 1mpofed taxes is to raife prices in prop
When they are ughtly 1mrofed evcry one who fclls a commodlty

;. * Some finall attention is paid to the poorer fort of landholders in England : for, by
the annual at for a land-tax, no poor perfon fhall be liable to the pound-rate, whofe
}:md:, &c. are not wirth 204 o cinun v1lut~
: which

e At et it e
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whiichhas'paid’a m,‘wxll ‘draw'it back,’ whether hebe! mduﬁmo s
or not. If he confumes it, he cannot draw i it back, but by ralﬁng;

the price of his: ‘work; which.’ agam he ‘cannot do, unlefs the taX'
be made fo gencml as to affect all his compemozs ;. and unléfs the'

confumpnon he has made be unavoidable to’every one’of thé

:-When we' reflect upon the large ‘quantities- 'of excifeable goodsv

wliich are’'confumed as fuperfluities,” we: muft conclude ‘that the
rife of prices, daily complained of pxoceeds more ﬁom our mam
ners than from the tixes we pay..” ! EEELEE R

“3tio, The'expence of a people is not mér elywhat is fufficierit to fub:
filt them; butwhat they confume, eitherin fr uits, or manuf’ié’cures.
Had indeed Davenant’ computed the: value of this neceflary quan-
tity, and deducted it from the income, ac(.ordmg to his acceptation
of income, the-remainder would have been; a tolerable good re-

prefentation.of what I'mean by incomé, or taxablé fund becaufe-

whatever a people confume beyond the’ neceﬁ'ary I conﬁder'as S
ﬁ.pexﬂmty which may be laid under taxation. )

4f0, I muft alfo’ differ from: him in his 1dea. concernmg fupeL«

lucxa.tlon wealth, or national ftock,

Accmdmg to him; this is the’ qummy of income lemnmmg after -
the followmg deductions: 1m0, What is neceffary to - -clothe and feed :

the people. 2ds, What is nm’ﬁary for' their defence in time of

“war, and ornanient.in time of pe'tce. But accordmg to my-no-'
tions; I muft alfo deductall that is confumed in’ fuperfluities ; for -
what is- confumed,; whether necs arily” or - fuperfluonfly; never. can:
‘make an article of fuperlucration, wealth; ‘or national ftock:

The fupenlucnnon then’ of a’ n ton - conﬁﬂ.s in theaugmenta-~-
tions made tipon her ftock of - eve;y kind, capable of producing a-
p10p01t10na1 mcome it is the’ converting into fomething durable :
the wcll cmploycd txmc of the inhabitants. In this {enfe the new -

pavement ‘of London, the roads, buildings, fhips; &c. in England,-

are all ‘articles of fuperlucration, - as well as the improvement :of -
the lands, and confolidation of the-balance. of her trade, which .

has created that part of thc public funds belonging to natives.:

QJEST.
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7. QuusT. 4+ Is it poflible to convert a‘lzind-mx into onepf the pro-

sportional kind? s

- .'This is a cutious fpeculation ; and as -itis a fhort-exercife upon
feveral principles of this fcience, it comes in properly at the conclu-

fien of our work. : . o
To make-a land-tax proportional, the proprietors of land fhould

‘be enabled to draw back the burden, in-the fale of .the carth’s.pro-

This  they -cannot do, as matters ftand. , The farmers
who pay no land-tax underfell them; becaufe they have no-tax to

«draw back.

Since the tax, therefore, cannot be drawn back direttly, let us

-apply our principles to difcover a method how this might be done
‘indireétly. : .

Let nothing but lands be fubject to this impofition. .

Let every -part of them be valued, and recorded in a general
regilters R o - .

et bread, butchers-meat, and fubfiftence of all kinds, be laid
-under an excife, iw.all markets; and nowhere elfe, at a rate fufficient
to raife the tax intended to be laid upon the lands; and let the
amount of this tax be drawn back by the landlords, in propoxtion
to the valuation by which they have paid the land-tax.

“That this is a reafonable impofition, appears from ‘the whole
-plan of this work. We have {een, in the firft book, how the great
‘body of “the people is divided into labourers and free hands ;- that
ihé free hands are the inhabitants of towns, who goto market for

fubfiftence, and confume what correfponds to the land-rents ; con-
fequently the ~landlords, who at- prefent pay a cumulative tax,
which they cannotdraw back in any fhape, are juftly intitled to the
amount of this proportional tax, laid upon the great arricles which
produce their land-rents, and which- are confumed by the inhabi-
.tants not employed in agriculture. . ) T o
" fvery one who has. writ concerning taxes has-¢ndeavoured. to
contrad the objet of them as much as poflible : more, <1 imagine,
~with a view to cafe the public than the people. I-have followed
another

o

another courfe, I have been for multiplying the objeés of taxation

as much as poffible, and for making them more in proportion to.

expence than to property or.income. * But that I may conform my-
felf in fome meafure to the ideas of thofe who have examined the
fame fubject, I thall propofe a.tax, which would fill up the place of
every other; and could it be levied, would be the beft perhaps ever
thoughtof. . 7 . " - ) S : S

: T¢ is a tax, at fo much ger cent. upon the fale of every commo-
dity. o ) :

.CH AP XIL
Relc'apitulatio;z of the Fourth Book.
Part L Of the :Im‘ereﬂ of Money.

InTrRop. [ INTRODUCE the fubjet of credit and debts, by
giving a general idea of its’ extent. It comprehends
the method of eftablithing a folid fecurity for money borrowed ;
of extending the objec of fuch fecurity in proportion to circum-
ftances ; of fupporting the credit of the borroweis, when over-
firetched ; and of preventing, as far as poffible, the fatal confe-
quences of a bankruptcy, when it can be no longer fupported.
I fhew how all myfteries relating to credit proceed from our

ignorance only of its true nature ; which is confidence eftablithed . -

upon a vifible and palpable fund of payment. I obferve how do- .

- licate a thing credit is, and how gently it muft be dealt with ; how

incompatible the forms of - common law are with the difcuflion of
queftions which arife between merchants; how neceffary it is to
form.a: jurifprudence peculiar to trade, and to fupport it by man-
ners more than by authority ; and when credit is once fet upon its

VOL. IL Gggs true
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true bafis, how all acrial fchemes;: bubbles, and public bankrupt-
cies will be avoided.” ¢ - .

Crias. I. Here I fhew how. impofiible it is to eftablifh credit. by -

authority ; how infeparably it is connected with libertyand inde-
pendence’; and: ftill how compatible it may be with that fupreme
power whichi is velted in every government. e n
Cuap. II. The obje@ of credit is money lent; the bafis of loan
is‘the payment of intereft. : If money be wanting, credit will die ;
confequently, there muft be a method found for augmenting and
diminifhing the quantity of money in proportion to the demand
forit. It is augmented, by converting land into paper-money ; it is
_diminifhed, by relieving the land of the engagement upon it, and
extinguifhing the paper-money. This is no more than a.con-
erivance for turning into a circulating wvalue, which is the principal
characeriftic of money, the obligations of private men, which in
- a1l countries are confidered to be of an equal value with any coin.
1 here explain what is meant by money Slagnated, and by money
sealized. Money, while it is employed in circulation, can carry no
sntereft; the moment it lies idle to one man, were it but for a day,
it may be worth intereft to-another, who willingly pays for the ufe
.of it, when he has occafion cither to buy what he wants, or to pay
- whatheowes. If no body be found who wants it, then it is faid
.10 flagnate in the hands of the proprietors. This denotes that circu-
lation is full. - He therefore defires to realize it; that is, to pur-
chafe with it fome kind-of income, For: this purpofe, if it be
coin, he fends it to fome place where coin is wanted. If it be
paper, he demands of the debtor 'in the paper either to give him
an intereft for it; or to convert it into:coin, which is the money of
(he world. - Both are called realizing ; andin proportion as money
is realized, circulation diminifhes. . ) . o
Hence 1. conclude, that as the ufe of circulating money is to.
carry on alienation, fo theufe of ftagnated money is to'produce an
intereft 3 confequently, a perpetual intereft is better than money,
when it is not wanted for the ufe of circulation, 1If therefore, by
) o ‘the
5
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- the policy of a country, the capital of every perpetual-intereft can

be immediately converted into money for the ufe of circulation,
the - inconvenience ‘of capitals not demandable is removed ; be-
caufe although you cannot make the debtor pay, you can fell
what he ‘owes you to another, who will; and this equally fuits
your convenience. . L )

‘Cuar. I The fimplicity of manners among the primitive
chriftians, circumfcribing very much the ufes for money in circu-
lation, a great.quantity of the coin was confequently locked up.
Paper money then was fuperfluous ; becaufe even coin itfelf {fo far
_exceeded all the ufes of their circulation, that it was confidered in
the light of jewels and plate with us. .

Taking intereft for it, when lent, appeared to them as unrea-
fonable, as if a lady, in thefe times, were to afk a price for lend=
ing her jewels to a friend. )

However, as money was neceffary on many occafions to thofe
who had none locked up, the Jews, who have always defpifed
land-property, made a trade of lendings and this drew an odium
upon the practice. I can afcribe it to no other caufe. Our man-
ners are totally changed s and Chriftians lend money at intereft as

well as Jews. Neither trade, induftry, or credit, can fubfift with=

out it ; and 4s money cannot be lent, without allowing intereft to
be taken, intereft is become the bafis of the whole {yftem of credit,

and comes to be examined in the following chapters. _
Ciar. IV. . Before induftry was eftablifhed, the calls for money
to borrow were few, and chiefly confined to Princes in time of war,
and prodigal proprietors of land in rime of peace. Their demands
were urgent, and the intereft they paid was in proportion. The
lenders pofleffed but a fmall part of the coin of the country; be-
caufe the bulk of the people locked up all they could. Thofe who
hoarded, would not lend ; and this greatly diminifhed the fund of
borrowing: befides, Princes and prodigals had no {ooner {pent the
money borrowed, than it fell again into the hands of thofe who
i Gggg 2 " hoarded s
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hoarded ;- iand' the lenders found, no. doubt, great difficulties.in
procuring frefh fupplies.. - =+ = O R R

When indufty and trade brought money out of its repoﬁtbriéé,
when the neceffity of permitting intereft appeared evident to the

church, the coin then began to-make -its:appearance,. and was

ready to -be lent. -This opened a market for money. " The price of
money is the rate of intereft. At this market; the borrowers and
lenders appear in competition among themfelves, according to cir-
cumftances. If more money is demanded to be borrowed than is

-offered to be lent, the competition takes place among the borrow-

ers, and ‘intereft rifes. If more is offered to be lent than is de-
manded to be borrowed, intereft falls.: Thofe who borrow money
may be: divided info two clafles, viz." thofe who intend: to fpend
it, and thofe who intend to trade with it. : : G

When more money is to belent than the firft clafs demands, the

yate of intereft will be regulated by whatmerchants can give for it: -

‘when there “is- lefs, it will rife’ to what the prodigals will give
for'it. - T RS

But this firk clafs' muft havé good credit, or their 'bonrc-)wingA
~will be cut off. “When therefore a - ftatefman - finds, that the bors
rowing of fucl people hurts the’ commercial. intereft of his'coun- .

wry, by keeping intereft high, he fhould weaken their credit, - by

tying up their lands by entails. * When their borrowing becomes

Jucceffax'y_f01j the enc'o_urag_crriént'of induftry,.and for-bringing ail
the money there is into circulation, then theircredit thould be en-
larged, 7by proinoting an expeditious faIe" of every branch of thei
property. S [ : L BRI Lot

Cuap. V. “Thus, without the aid of law, the intereft of money:

is regulated by demand.  But a ftate muft not totally overlook the :
intereflt of thie clafs who fpend more than their incomes,” Tt would -
be inln_mfmh to throw them'into the jaws ‘of ufurers.. Statutes:’
therefore prevent intereft from rifing abovea certain rate..: This.,

préferves them, and renders the diflipation of their fortunes more :

graduali- - = : R SR

2 But

ERUND PRI 4

Cnap: XIL 55 OF/POLITICAL OECONOMY. 597

*.But although a ftatefman has it in his power to guard his people

againft the oppreflion of ufury, by preventing the rate’of money.
from rifing above the ordinary ftandard of demand, he cannot

-equally force it down Below this ftandard, even although the inte-

refts of trade fhould: require it: becaufe if the monied men can lend
their-capitals abroad, at a higher intereft thanthey can procure for
hem at home, they will diftrefs the landed intereft, by demanding
what they owe, and all the money will be fent abroad, as was the:

‘cafe in Scotland in 1762

- This was not the cafe'a hundred years ago: No money. then:
could. be-lent abroad. by Englithmen; becaufe thofe:-who:would’
give high interclt had no credit.: ‘Thus government could.bring it

down at'will; monied men were forced: to confent;. and:the:price:

‘of land rofe in propottion as intereft fell: = 0.

" Ag-itis the-extravagance of men of property which- raifes-the rate
of moﬁey abovewhat is confiftent: with:the’ intereft of trade, ile
e'.\"pediélit'é to bring it down; are; T: T6 circumf{cribe borrowing by
tlie.prodigal :: 2: To- fufpend botrowing by the flate:’ and 3:To-
throw-as-much-public mongy as poffible int¢'the market; by pay-
ing off debts.’ When adtatefmanhas by fuch:meafures brought the;
rate of :money confiderably below the legal ‘price; he:may, by a.
new {tatute, preventits rifing again o high as formerly,; but ftill
he muft keep in his eye the rate of money;: and {tate of . credit.in:
tivalnations,in ordet toavoid thé inconveniences already mentioned..

~"Cuar. VI: If Gréat Britain'were to regulate the rate.of money be+-

low what the fluétuiations-of demand are.commonly. found to carry’
it, then in time ofiwar, as foonas dernand; which can be fubjectto no’
fatute; got up to the high ftandard, the whole landed iritereft would
e torn to pieces by their creditors 7 for the debtors could not borrew:
from-one:to.pay anothér, becaufe no man:would give them credit.

"This would put an end to all:their expence;; the funds-which fup-°

ply it at prefent (the lzlnd—rénts) would be carried off by creditors ;-
and all the indufirious who ferve fuch proprietors of land would:

fnffer confiderably for want.of employment. The conclufion -W.hi?hi.;.
o - the.
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the genemlxty of -people would dravw from this phznomenon wonld
‘be; th'lt lugh mtcmﬁ mﬁead of bcmg hurtful, is 'ldvanmgeous to
trade. ' :

CHAPR.? VIL Hence we may conclude, that low mrexef’c is pun—
cipally advantageous for carrying on foreign commerce, and that
the'beft metliod to ‘keep it low, is to keep circulation full, by faci-
litating the melting down of property. - :

This expedient has been contrived by merchants in the eﬁabhﬂ1~
ment of banks upon mortgage; and there is a poffibility -that

" landed men, fome centuries hence, may find out that they may

jmitatethe example of traders, and contrive the means of bo1row-
ing cheaper than they can do at prefent. -

Were @ particular nation to carry fuch expedients into execunon
with fuccefs, it would have the effect of bringing down the rate of
money every where. This would fink .the ‘general average of the
whole, but never would prevent the operation of thofe principles
by which it had been brought down; and the moftintelligent na-
tions would fill have che fame 1dvant1ges as before, of keeping
their intereft low relatively to their neighbours, which is ‘the great de-

Sideratuncfor: the fupport of . pubhc credit,:as well as of forelgn trade;

Cuar. VIIL' But although it is of very great advantage to trade
to have intereft low, we cannot judge of the profperity of trade
from this circurftance alone.

That nation gains the moft upon her trade who draws the greateft
Dbalance from the reft-of the world. Now the balance cannot be
judged of by the rate of interéft; becaufe this-depends more upon
. manners and-policy than upon the ftate of induftry. Induftry muft
be fupported by fupenor dexterity, natur: al advantages, and promp-
titude of payments, as well as by :low intereft. - Prompt payment
alone, is of more confequence to the induftrious populace thana
fmall difference upon the rate of intereft. That encoumges the

whole clafs of m'umfa&mers Low intereft is principally an advan—l
tage to the merchants who are obliged to employ credit f01 colle&-‘
mg thexr work “and merchants themfelves who trade upon credit,

often
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often,gain more by quickreturns. | than what.will compenfate a con-
fiderable difference in the rate of intereft. Low intereft may more
properly be called the barometer of pubhc credit than of forelgn
commerce.: . K SR
CHAP. IX. : Fxom What has been faxd I conclude, tlnt the rate-of
intereft does not fink as wealth: increafes-; becaufe it is mﬂuenced
by mapy circumftances, -which do not depend upon- opulence It
depends upon the fpirit and manners of a people, and wx]_l ﬂuétuwte
wuhthem. : . SR : e

Y Parr I, 'OfB‘af;zk}. o

CHAP. L. AVING deduced the pmncxples w]nch 1egulate the

“rate of mtere& I proceed to 1nvelhgate thofe whiclh:

inflience domeftic cuculauon and as banks are the great engine by

which circulation is carued on, in tracing the nature of banks we
.(hall fully underftand its pohcy and punmples :

Banks cither circulate notes, or transfer .credit written in thein

books: the firft are called ba.an of c1rcula.t10n 5 the latter banks of’

depofit.

All banks are founded on crecht, and '1ccord1ng to the nature of
thexr inftitution, I ‘may divide the credit they are built on.into three:
kmds, viz. private, mercantile, and public.

Private credit is when the .ground of conﬁdence is 1cal property,.
pledged for the fecunLy of the loan...

Mercantile cr edit is When the caufe of confidence is in the tradin g

;,ab'lmes, mtegury, and good. fortune of the perfon who;

d evexy one undelﬁands It is when the- ground of
couﬁdence is.a fund fecured. by pubhc faith, in favour of the cre~-
ditors,,

JRPRSSLAS 9
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. ditors,: for the intereft and capxtal‘ due, whxch laﬁ howcvm 1s ncve1 )

exigible from the ftate.: o ovlao v sk TR
.. Private credit is the moft folid of the :three; mcrcantxle cr cdxt is-

the moft precarious ; and pubhc credit depends entirely.upon the

maxims of every government with regardto public faith, .z e
Itﬂxsr the object of confidence, not the quality.of the perfon obtain-

mg cxedxt .which deter mines the natureof-the credit.:: A merchant .
may grant bond on. the: credit of his lands; a landed man’s bill, :

as member of a mmcanule company, may only affet his ftock. in

trade, and a Prince may pledge a province for a fum of money. * .

The debts of a ftate, and the bills of merchants, are more cafily
transferred than private fecurities:* e o
Public and mercantile credit ftand upon a more plccalious bot-
tom than private fecurity, A fufpicion of infolvency will thake the
two former ; 1611 mfolvency only will deftroy the latter.
Thefe are fome of the peculiarities which characterize the dlECl-
enices between the thrce kinds of . ClCdlt The juftnefs of the-dift
tinctions-I have ma.de appear from them, and from other circum-

ftances anthDCd in this- chnptcr and the utxhty of fuch dlﬁmc- a

- tions will appear ﬁom thexr ~application as we proceed.
Cuar. IL To e[hbhfh puvate credit, on the moft folid and exten-
five bottom, the effeéts, of -debtors . fhould be rendred of a ready
converfion into money,s the fale of lands fhould be rendred eafy.

and expeditious ;.no entails or cloggs by mortgage and the like,’
fhiould be allowed; debts upon poffeffions’ ought .to be* mqlfhed

and-thofe due to banks (the great public debtors) fhould alw1ys o

be confidered in a moft &avoumblc light, 0 by sl e i
Guar. 1L Banks of circulation upon private credit, are of gle"tt,

ufe in the infancy of indufiry.. In countries Wl_}g;;e it is only taking -

root, the greateft obftruction it meets with is a fcarcity of money.:

When money is fcarce, payments are ill made; and when the ufes:
for money increafe, if money be not made to augment in - propor-*

tion, alienation will ceafe to .go on, and payments' will daily, be-
more plcmrxous. This is: fo evxdent that I fhall not infift upon it.
Now
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e Nov‘vAas ‘every. iﬁdividual in a ftate_does; lefs or- rhore‘, fupport
mduﬁry by confuming its produce, money muft be provided for

-every one in proportion to the value'of ‘his property This opens at

-once the principle of banks upon private credit.-

He who has  money will, every where, willingly lend to every
-one who can’ give good fecurity for it;-and the obhga.uon granted
by the borrower is confidered: by the lender as- better to him than ’
the money he lends.” Before the eﬁabhlhment of banks, fuch loaiis
were made in coin ; but as-people difcovered that a good obligation-
was as good as coin, they difcovered alfo, that when obhganons
could be made to circulate,’ they might fupply its place. *

For this purpofe, banks found out an expedient of dividing obli-
gations fecured upon property into fmall partsof the-capitdl fum ;
and by delivering them back to the borrower, with an obligation to
pay them in coin tothe bearer on demand, they condtituted themifelves
debtors to the public for: -every note.” Thé confequence of this was,
that the coin of the country became lefs ufeful in circulation; and
as the banks demanded it, and cven gave 'prerhium's ‘for obtaining
it; it came into their hands,and ferved the purpofe of changing’
notes 5 that-is, of fubdividing the fiims meritioned in them, into
the loweft denominations of thé money of the country. :

There is not a nation in Europe fo ignorant as'not to feel the ufe
of this policy ; but thefe are few who have difcovéred how to efta-
blifh the confidence of the public in this general debtor, the bank.
The reafon is, that'people imaginea bank fhould af all times be
able to turn-all their paper into coin. - Wefe this poflible to be done,
where would be the ufe of banks : How could they “multiply
money ? :

" From this fhort expoﬁnon, we may underftand the difference be-
tween banks upon private, mercanmtile, and public credit. Tho
fieft lend upon the fecurity of pofleflions; the fecond, upon bills of

exchange, which is called dlfcountmg H the thml, upon the fecunry
of the pubhc funds. - ’

voLm " Hhhh T Ciar




PRI .

6or AN INQUIRY INTO THE PRINCIPLES .I' Book,V:

(;H;ﬁ. . A fcarcify of moncy only being found to ftop-the pro--
grefs of induftry, and thercby to circumféribe the gains of ‘mer-
chants who fupply confumption ; and they perceiving that men of
property become bad! cuftomers, more fiom the impoffibility of
making paymients than for want of an inclination to confume,

joined together, and formed a confiderable ftock which they expofed.

to the eycs of the public. ~This gave them credic, and every ‘one:
who had morey to lend was fond of-.placing it in-their. hands..
Other people who wanted to boirow, applied to: them for money..
Their anfwer.was, we have no coin; " but if you want money for-
any purpofe, we can aflift you in credit, if you will give us {ecurity-
upon your eftate. Here is, faid they, a'note of ours, which:any
body will take from you as payment for what you want. This was.
the fame thing to the man who wanted: money fora particular ufe,,
as if they had given him coin; and as fuch:demands became fre--
quent, the notes were .printed; and. infenfibly banking was efta--
blithed. : B L RS I S

_ States perceiving the abufe-which might follow, were every one:
allowed to iffue paper in this manner;. judged it proper to erect.conis,
panies, who lent them confiderable fums as;a fecurity for their, faith;
to the public; and the{uperior credit of fuch companiesdrew the con-
fidence of the public, and circumferibed the dealings. of individuals.
Thus the trade, of Lombards, who had formerly fupported circula-;

tion by their bills of -exchange payable to: order, received a farther- '

extenfion by the eftablifhment of, banks, who, by iffuing notes-pay-
able to bearer, rendred them, in all commercial countrics, every:
b_it‘a_s ufefu_l as anjr coin. ; B
Banks once eftablithed, regulations became neceflary ; and. of
thefe the firft and fundaniental one, was, to iffze no notes but upon
good fecurity. If it be atked, what fecurity fhould be taken ! The
anfwer is, the beflt thofe who want credit can give. Ina country.
where trade and induftry are little known, but where a tafte - for -
refinement is taking place, demand muft be encouraged, in order
to augment the fupply. And as, this demand for confuinption

fhould,
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fhiculd natiu‘ally,:fcmhe froin men of landed property ;: the bank,
i . 3 .
therefore, fhould firft refolve to iffie notes upon the fecurity of that
. ¥ind ‘of property« i e 0 aine T el '.: TRt K
lm‘lhéngnduﬁry ‘bécomes more éxtended, and when trade becomes
moré fecuie; frofm the folidity of miercantile funds; banks imay then

S

. ‘begin to difcount «bills.of exchange, and as this branch of credit

Jenlarges, the bank-will by degrees pdrtic?pzﬁfe of the 1}dture of ‘thofc
-fecured upon mercantile credit. .- RS
When public credit, again, is well eﬁhbliﬂiefl, théy will lc_nd upon
. goverhrﬁén't fecurities; plédged ig their h’ands, and t}‘xus'bccbmrne
founded fipon public crédit. o Ton e i :
- According therefore to: the principal object of their trade, they
are faid t6 ftand upon privaic, mercantile, or public credit. -
When a ptoprietor of lands gives his bond toa bank, it fhould be
underftood, that as long a5 hé regularly pays the'lir'x'tcre(t of the
" jroney borrowed; theé bank is'not to demand thé»caPiFaL o
. For this bond they givemotes, which are confideréd asready money,
and theréfore carry no intereft, So the profit of .the bank-is to re-
ceive intereft for what they lend, and to pay none for what théy owe.
- . What they owe is the paper they iffue.. They owe this to t‘h'c
. pub'li'c ; and the fecurity which the public has, is the fecurity which
the bank rececived from the peirfon who borrowed from them.
Hence the olidity of banks upon mortgage. Their notes beconic
_imoney; and'this money is fecured upon the whole ftock pf the
bank, and the whole property engaged to them. :
" But as the ftock of the bank is of a déterminate valué, and as the
notes ;liey iffiic may very far exceed it, the credit of a bank will
-be precarious, unlefs the value of the fecurities upon which they
lend, be equal to all the notes in circulation.: It will alfo be preca-
Tious in proportion as the fecurities themfelves are fo.  Hence the
intereft the public has to take care that banks givé credit upon'no-
thing but the beft fecurity. =~ ' C '
Cuar. V. A bank, therefore, which lays down a rule to !ep(l
upon the mortgagce of folid property only, would deftroy confidence,
HThhh 2 if
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if it Thould:launch out in: gwmg crechE o thofe who have né fohd‘
property to pledge.‘ BTN B

:.GHAP. VL. The ufe of all banks is to fupport domeihc cxrcula-
tion: this is.two-fold ;. that carried on by confumers, and that car-.
ried'on by traders and manufa&urers, who. fupply confumptions:>

.-'The circulation carried-on among the firft is in . proportion to their
income, and their credit fhould; be-in: proportion to the funds which
produce it.. . The cxrculauon carried on by the laft is:in propornon
to the demand for their mduﬁry L font
.. If-a bank be eﬂa.bhfhed on the credit of fohd funds, it.ds: very
plain that they cannot fupport the circulation.of manufactitrers and

~dealers upon the fame'terms, or in-the fame way .they:do. that.

of proprietors. .. They.may indeed difcount ‘bills ; but they. cannet

: give a permanent. cu:dxt {upon a fecurity: which:is not founded upon .

property. :, This opens a new combmatlon. i
Trade and induftry. are difperfed. through many hands, and.xf :

. the ftock of thofe who, carry them on-be compared with -what is-

neceflary for that purpofe, it will appear.very fmall:: -What is defi-

-cient in ftock: muft be made up to.themn in credit; and this will .be

in proportion to their i integrity, ‘capacity, and good:fortune. : A frail-
{ecurity for paper, which is to become the money of anation! Such
{ecurities muft either,be rcleé‘ted by every bank whatever, or the
whole fabnc will, tumble into rujin... But this fubaltern clafs. of
dealers may have recourfe to merchants whofe wealth and funds
ar¢ folid and extenfive.. . To thefe a bank may give credit, and they
again, in their dealings with, the other clafs, may.indemnify them-

. delves of all the rifk they run, by, proﬁts in proportion to it.

This clafs of merchants I call exchangers ;. becaufe they deal prm-
c1pa11y by bills of . exchange in the cr cdxts they give, whmh are of
the greateft advantage to an mfant trade and a growing induftry.

Cuar. VIL. When banks were firlt eﬁabhﬂned :there was no mo-
ney known but coin, and many there fill are, who do not clearly

.fee how money can poflibly be madc of any thing but metal. . ’I‘he

fc:umty of coin raifed the rate of. mtercﬂ and when banks. began w0
lend

3

,lﬁrnuxm- :

 of: their notes,4n coin; -
’ policy of ciréulation proceeds upon the fuppoﬁtlon, that bank notes

“are eq_ua.l to coin.

TR
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f-as:if they! had
3 aper, rthey*exaé\:ed ‘the: faipe: mtere

s IlI;:i:cheo;n "Hence they were: o‘bhged 0" promxfe payment
been apon:démand.” In’ confequence. of this;ithe

in every refpect; and:when any interruption’ hap- -
pens in the ready: .exchanging,them at the’ bank, all runs m:io cor,l-, -
fuﬁon. i1 {hall-aftepwards thew how this mlght be’ prevente |

+While a country-has a balance of- trade, elther at par or ];n heér
fa.vour, .no body has occafion for com, except 1o reducc ‘bank notes -
to-their loweft-denomination of money:But when a' “balance- is

- duetor other nations-which miuft be paid-in+ gold ‘and-filver;’ every -

rone-who wants: coin for that purpofe; runs to- the” banks, v;rthxt;h
. are ‘obliged to: pay-in.it;-and-then: they:are’ thrown  into-di r]eﬁs
- Hence we may. conclude; thata bank“takmg upon-itfelf 1t:he c; i- -
: gation of paying in-coin,’ “withou carrymg its pollcy farthér- tl 1a111
.the banking trade,fc'mnocwﬂa,nd its - ground in‘a cou;my which -
owes, upon:an average,:a b:;lance to oehennanons Tns opens i
ft curious combination, £ .t IN
negﬁir;dsli?? It the mechanical operations: of- trade, ‘ when- the'y
are not combined upon ; prmcnplcs, and directéd by a fuperior pohcyf,‘ .
-every balanee due from one nation to ‘another * upon the wh(:ilebo 4
" their mc;procal payments,-‘that. is," An confequence of - their de ;Z
and expences abroad, as well astin tlhe courfe of theu' nxerca.nn
muft be paid in thé metals.” ’
?P;Zt:::’(a&m g tlusb'ﬂance, thiefe is a fet of merchants who deal
in thie bufinefs of exchange. - Every ‘debtor to" anorher country is-

fuppofed to have valie in his hands'for-it,which ‘he converts ml:o s
banL—pnper with this-he buysa: b111 of exchange, ‘drawn-upon the :
place where he is debtor; and thé exchanger Who fells it, demands -
coin of ‘the bank, which e fends off for payment of his bills; If
during this operation the ba.nk thould ftand: witlz its ‘hands‘acrofs, .
and only think of exped;.ents to provide coin, it is eviden, ‘thatif ¢

fpeae fhould totally fail in’ the couniry, _tradc muft be’ at an'‘end, :

and the ¢r ed1t of the bank wonld be undene? for no body w111 énter -
. inte -
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into: every combination - neceflary to dxfcover"the 1mpoﬁ“1bihty of
-converting the whole paper- currency of -a jnation: inta: gold .and
Ailver. «Thus a b‘.nk which cannot pay in coin, will, be: fuppofed
to be ruined, though in 1e1hty it m"zy be worth half the pmpcrq
of the flate, ... -

-Is it not then' of great confequcnce to; bnnks, and toa n'mon, that
thc principles.of their trade; and the fecmlty of theii paper, thould
be well underftood # ‘And: is itnot wonderful, that they themfelves
have not made evident a thing which they muft under ﬂ'md far bet-
ter than any one who has not had their experience?: ., +.!

- Cuar. IX. When a country - gentleman. owes: moncy in town,
bcyond what his rents- ean .pay, s does he. ot 'borrow from fome
body who has money? Does not this borrowing prevent his lands

<yl

. and his houfes from- bemg torn to pieces by thofe who ' have.a right

. to demand- money of him? Would he not be lauOhed at; if he were
-to delay, pledgmg a palt ot his: pxope;ty, in order to fecure the

~whole? ; PR B
The cafe is jllﬂ thc ﬁme w1th b'mks. They owe a- fum of coin
-equal to-all the paper they have in circulation.: In this they repre-
{ent the; country gentleman. - Foreign ‘nations denmiand: payment
fmm them in.coin;. becaufe it-is the fame thing whether this de-
nnnd be made dir etly on the bank, or on thofe who can demand
(it of the bank. - Such xntlons zeplefeut the town. Muft not then
‘the bank borrow upon’ the . credit: of ; the fecurities plcd')ul at
-the time they-iffued their notes, and wluch to them reprefent the
gemleman s huds ! And can.they borrow from any but thofe who
. have money? -Their own.country can have none to lend, while
they owe a b'll'mce, they muft therefore borrow' from other na-

tions, and transfer what they borrow to their creditors abroad:

chch concludc that as nations which -have coin pay what
thcy owe with it; and thereby diminifh its quantity ; : fo nations
whofe money is their land; muft pay in land, to the diminution
of_ that fpecies of. property :. and as-a man who owes a thoufand
pounds upen his eftate is only. proprietor of it for the remaining
: value;

R fpe b sy i
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value ¥ in like ‘mannéry a country which p'lys an :Lnnu"tl mtc‘rc{t o
Gther nations;is only' propuetor‘of what remains.:
y '

X 1f- the country gcmleman. who is pufhed by Ius cre: I

Cnapu
ditors: for- money,lwhlch lie cannot e'{peﬂ: to draw from his rerits

“as ‘they become due, h6uld borrow,’ for a few weceks,.from tone

who, ~after’ that. time, ,will” iave occafiont for! his.money “him-. E
felf, he willibe put to all‘the cxpenceé of ngmg fecuury forit, and X
at the: end of that {hort timd;: he will' e at as’ gxcat a’ lofs as ever:
tb find-money to reimburfe the man-who hadlene it hitn.” Thisre-:
prefents the expedient tfed Dby banis to obtain tcmponly crechts,
inftead of a permarent loan upon-a 1cguhr intereft.

s Cuar.:XL - 'When trade goes on- well, and’ produces: d' 1cgular
balincé in-favour of -acountty, the'tide of banking is eafy, and’
few employmcnts require lefs capacxty But when the balafice be~

‘gins to be:unfavourable,-and ‘when,in  felf- dcfence, they ale

obhged to.deal i exchange;: the.cafeiis different. *- - . . i
- Whatever balanice is dué abroad niuft be' paid by the banks, as:
has been faid, ecither in coin or in credit. As long as they pay in:
coin, the:bufinefs of p'tymg thebalance is left . to e\changers who-
conduét thic operation... But whenever banks borrow abroid, upom
2 permanent loan,  and-thereby acquire a fund ‘o draw upon,. the,
bufinefs of: exchange falls naturally into-their: hands, and rhe}.r
may. profit of it according to‘circumﬂhqces. « In. this cafe, not oné:
hilling of coin.can go outof the country, in the way of payment;
becaufe there will be a lofs to any one \\fho fends it away, when he:
can pay cheapel by a bill.
Cuar. XIL = But the moft comphmtcd combmanons a1‘1fe from: .
the confequenccs of a wrong balance on the ftate of domeftic cir--
culation. -1 hope this matter will- be more cafily comprehended;.
from- ‘the fhort 1cup1tuhnon Iam now to give of it, after all that
Has been faid upon the do&rine of taxes, and of the- difficulty of
paying them, wlien money is fent abroad. :
‘Money is the inftrument of alienation ; and \vhcn tlns inflru--
ment is taken :'L\i'r:xjr, alienation muft ceafe. Now, it 1s a matter ofr .
' 2 . indifs-
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indifference as.to circulation, whether- money be rendered fcarce
by being fent outof the country by the flate in: time of .war,-or by.
the fubjects who owe it to ftrangers.in time of ;peace. A determi-

nate quantity of money is requifite for. domeftic. circulatien. . In

whatever way this comes to be diminifhed, it is the duty.and inte-
reft of banks to fill up the void as faft:as. poffible, byreadily fur-
nifhing credit at ail times fo thofe who can ~give fecurity for what

. they demand. .If banks, by.paying balances, thall have exhaufted

their fund of coin, the fault is-their own.  Why did. they not in
time provide the neceffary funds abroad?. Buc in whatever manner

~ they pay the balance, the confequence is, -to take a fum of money.

equal to it out of domeftic circulation; and this cannot be replaced
but by more money :lent by.them upon new fecurities. . If an ill
grounded fear thould at fuch a time engage them to refufe credit,
when demanded, the country will be in a worfe fituation than if
banks had ‘never been eftablifhed, from the fudden diminution
of .money, - which, -without that eftablifhment, never could have
happened. . P B

. But.if bankswould confider the whole foreign balance as imme-
diately their own debt) and it is fo, .when they are obliged to pay
it) -they would provide the cafieft method of. acquitting - it: fince

~none of .the expence incurred can fall upon them, in any propor-

“tion to the gain they. make, in receiving intereft for all they lend,
and in paying none for what they owe within the {phere of their

. own circulation. . :

Cuap. XIII. ‘Whatever contracts circulation, hurts aba.ﬂk., and

" offers no relief to it with refpet to the payment of balances. If

they borrow moncy at home, they cut off the branch ‘they ftand
upon, unlefs they continue at the fame time to give credit to all
who demand to borrow upon good fecurity. - This laft combina-
tion was omitted in the chapter Tam now-recapitulating; becanfe of

the multiplicity of thofe I was .obliged to introduce, in.order. to.:
demonitrate how hurtful it is for banks voluntarily to diminifh
the circulation of the country where they.are eftablifhed. Ifhall:

therefore
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therefote biing it in‘here; and-'réfer to “the: chapter” for the other
combindtions. which ganp‘érbe‘aﬁridgcd.'“ P T T RS
* Did banks, upon mortgage, make ‘it a rule to borrow-all the”
mioney offered to them, " at-a fmall deduiori from thé *corimion
intereft, while at the fiune time they ;cor_x’t'irfued;'.to lend " ds “for-
meily to every perfon of good credit’; the cdnfcqﬁené}:-iri' a litlé
time would be, that they would become the abfolute center of “all
bofrowing -and lending, and the greatclt part of the expence "of

dfawing fecurities would be faved. -

+.Every perfon who had money-to lend, wonld lend it to the bank 5
and every one who had money to borrew, would borrow it of the
bank. - Upon thefe two operations, the (}iﬂ’crencé of interé¢ft paid,
and received,- would more than balance the additional expence of
fo great a detail. +But then indeed fome new law would be nécef
fary to facilitate fecurities.  The clogs-laid “apon folid property
oblige the bank to infift upon conditions, which put it out of the
power of many perfons of good credit to borrow from them.' .But
1 do not propofe plans: my aim is confined to principles’; and
from thofe I have mentioned a new claufe in bank notes would
arife, viz: to pay in coin; or by a transfer of interelt at 2 deter-
1ﬁin?}t¢ rate, at the option of the bearer,not of the bank. '
CHaP. XIV: This would be an optional claufe, very different
from that lately introduced into Scotland, swhere the option of pay-
ing intereft was left to the bank. -This has fince been wifely fup-
prefled ; becaufe it proved a heavy clog upon circulation, and en-
abled the bank to avoid doing what their own intereft, and that of
the nation, required of them, viz. the ready payment of all ba-
laices ‘againft the country/» Burin fupprefling optional claufes,
governnient thould facilitate the means of paying balances, and
of providing coin. This is done by-eftablifhing and fupporting
the credit of ‘the banks, in proportion to the folidity and extent of
their funds.. An ‘example of " this nature occurred in Ireland, in
April 15760, when ‘the parliament interefted ‘itfelf directly in. the’
fuppbit of - the credit of fome private bankers: A mint alfo is ne-
“VOL. 1L E I ceflary ;
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ccﬂ'zuy, 0‘1111' this fhould be’ jtidéécl improper of'fup:érﬂﬁous, fome
afliftance at leaft fhould be given in conveying coin from the ‘place:
of its fabrication. ' o SRR

" ‘Cumar. XV. All br:;ﬁgllés:of policy are brought to perfeltion by

degrees, when, inftead of being eftablifhed at once on found prin-
ciples, they, introduce themfelves mechanicaliy, by cuftom and
practice only. When 'thcrefofc 2 national bank is not found to
anfwer all the purpofes expected from it,” private people imitate
their plan, and fill up the void. Thus in Scotland, when tlie-
banks of Edinburgh did not fufficiently- fupport circulation in the
more diftant parts of the country, private banking companies
were erefed, and degenerated into a great abufe. Every one
iffued notes payable to bearer. ‘Thus ‘the public was filled with
paper money, the credit of which was quite unknown to. many,.

who weré however forced to receive it..

Whatever is payable to bearer, is payable to the public; and no-

doubt the public has a good right to prevent theiffuing of notes
by any but fuch as it Las confidence in. When a note is payable
to order, every one who circulates it is refponfible for the value;

“fut when it is payable to bearer, there is no recourfe upon any

but the firft grantor of the obligation.
{hould be made in this refpect as may give a folidity to the papers.

Such regulations therefore

facilitate a gchcral circulation, and prevent the cftablifhment of a
currency confined to particular diftricts within the fame coun-
which tends to introduce a courfe of exchange from one
This would be the cafe; were the circulation of
the. county bank. A communication,

wy,
town to another.
every county carried on by
therefore, of intereft between the banks of a country is requifite,
or clfe the obligation to pay fthould not be confined to-the place

where the bank is cftablifhed. " . L
Crar. XVI, Here I ‘refume the principles I have deduced, in a
thort fketch of a - general plan of regulations for a bank of cir-

culation. : ' - ) ’
i Caar,
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,.:CHap - XVIL If propcf ,yc;gulz_ttipx}s ppgn_\.the ‘banking trade
fhould be found inconfiffent with the laws ‘and manners ‘of a
: of

people, which require a2 more extenfive liberty to every one to carry
.on what commerce he thinks fit, I think it is reafonable that evéx'y

_. company of merchants who iflue paper, payable to bearer, with-

out the fanction of government, {hould be le_i'ng to fubje& their
books to fome kind of public infpection, that it might be feen whe-
ther the credit they grant to individuals be of a fufficient folidity
to anfwer for the notes they circulate. E ’

 Cuar. XVIL ~ The numberlefs diftrefles of the Scots banks at
the end of laft war, made it neceffary to fhow, in a particular
chapter, what the confequences might have been, had the banks
at that time totally withdrawn their credits, and given up bufinefs.
This ftep would, 1mo, have cut off »thcir whole profits of bankin g:
2da, Tt would have ruined the whole clafs of exchangers ;- and with
them, 3ti6, the whole trade and manufactures of Scotland.
 @mar. XIX. Herel take a farther ftep into thofe intricatc com-
binations. I now thew how the whole obligation, both of paying in
coin, and difcharging foreign balances, may be taken off from thofe
who adminifter a national bank. . Their notes are propbfed to be
paid by a - proportional transfer.of intereft. All intereft due &y
banks on that account, and o banks for. credit given, is propofe;l
to be paid in coin at certain terms. Thofe who have occafion for
coin arc to buy itat the mint: but this coin is entirely calculated
for domeftic circulation ; and therefore a.very moderate quantity
of it will be neceffary. And -for the payment of all fums due to
foreign nations, I lay it upon government, according to the plan
propofed in the sth chapter, upon cxchange. )

. Thus the whole policy of circulation is divided into three diftint
branches : ) i :

1mo, The melting down of . property, and Keeping circulation
full ar all times. This is the bufinefs of banks.
2ds, The providing of coin is the bufinefs of ‘mints.

Tiiiz - gtio,- The
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=i 3tio, The gmmmg bills -on :foreign iparts, for value in the na-
tional currency, is the bufinefs of the ftate. - -~ - 'F le

“Cuar. XX. The objection to this doctrine is, that 1f notes are
not payable in coin, they ceafe tobe of value. ‘Theanfwer is fhore.
The ufe of paper’ money is to keep reckonings of value between
people who have plopelty ; the u{'e of coin is ©0 avo1d g1v1ng credit
to people who have none.

The value of the paper in the counny is afcer tamed by.the value
of the intereft which is paid for it in coin; and by not paying the
capitals in coin, you prevent its being carried off without necef-

fity, whenever a- balance becomes due 5 which balance mxght be

paid by the means of credit.

Cuar. XXE I fhew, by many arguments, (’tfteuvalds cmployed,
in the roth chapter, upon public credit, and which render this
combination more fimple than I fhould otherwife have been able
to make it in this place) that the return of -a favourable balance
of trade will clear the bank of all the foreign debts. contracted by it,

" for the relief of the country ; as a like favourable balance on the

trade of Great Britain has the cffe@® of fetting that nation free
from a propm"tional part. of .the ‘money duc to ftrangers. In this
cafe, the favourable  balance. is. incorporated in the public funds
due to natives: in the other cafe,. it is incorporated with the ftock
of the bank fecurities, and enables them to relieve that part of
them which was engaged for the intereft paid out of the country.

Cuar. XXIL The:conftitution of the bank of Lngland differs
eflentially in fome particulars from that of banks upon mortgage,
and private credit. Is is not fo. much calculated for multiplying
the currency, by melting dotwn private property, as for facilitating
the circulation of the trade of London, - and cxchequex of Great
Britain. : e
: The grounds of confidence upon wlnch the notes of tlns com-
pany ftand are very great.’

1mo, A capital of cleven mxlllons ﬂ:erhng, for \xlncb they ave
‘ZlCdltO"S to the nation. :

2do, A
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.‘I.

.-—zdo ‘Arfum of credit-cath-at all tunes in thexr hand,» of about

eleven millions more.  **~ : : Py

» gtio, The bills of exchange of all the great mexclmms of Emope,
wlnch they difcount.

149, When they iffue paper to government- upen the f:uth of
taxes, or.circulate exchequer bills, they have the fecurity of . the
publxc faith for the fhort advance of a few months.

- This bank, T have faid, is more ufeful for promoting circula-
tion than for augmenting it. It has however lent its afliftance in
this refpect on very cuuc'xl occafions. It has circulated exchequer
bills; and tallies, which, from difcredit at the time, werc as ill cal-
culated to fupply the ufe of money, as lands or houfes are, from
their unwieldy nature. The great advantage the public reaped
from fuch operations, abundantly thew the utility of banks, which
are calculated for that very purpofe. .

The priricipal operations of this bank are, to receive and pay
away the greateft part of all' the national revenue, expences, and
debts ; to difcount bills - of cxch'mge pn.yable at London, and to
ihpply the country with coin.

The demand of London for fubﬁﬂence and manvfa(‘mxes from
the country of England is fo. great, that the whole amount of
what is fent up to that city, for taxes, and for land-rents there ex-
pended by the proprictors, does not compenfate it. From which
it follows, that by the bank’s not gwlng credit upon private fecu-
rities, the whole of their paper is in a ‘manner confined to the ca-
pital ; and if any part of that paper Caﬁmlly goes into the coun-
try, it quickly ‘returns, .in-payment of what would otherwife be:
remitted in bills. So that paper circulation in the country of Eng-
land is very inconfiderable, when compaxed with the coin..

The intention of this chapter is to examine and compare, the
principles of the two fpecies of banking, and to point out their
feveral confequences as to circulation ; from which I am led.to
think, that if banksof circulation were to be eftablithed inthe coun-
wry towns of note in England, they would greatly promote induftry

% every
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every where, and occafion ‘no ‘inconvenience from’ their contm.{t

with the national bank.

" Cuar. XX, After deducing the pr mcxples upon which the fo-_

lidity of paper money is eftabliflied, I proceed to point out the bad

‘confequences of iffuing bank-notes upon a precarious fecurity,

The bank . eftablithed in France by Mr. Law, and the fatal cata-
ftrope it brought upon that nation, furnifh excellent matter for 11
luftrating the do¢trine of paper credit. B

The late King of France left, athis death, a debt uponhis'king-

dom of 142 millions ﬂexlmg ; the coin bemg at 28 lwles the marc
of filver.

Cuar. XXIV, In a few months after his death, the debt was
reduced to 100 millions, by the turn of a wheel. The coin was

‘put at 4o livres the marc. *But as the hundred millions fterling, iz

intrinfic walue, after the reduétion, contained as many livres in ver-
bal denomination, as the hundred and forty millions did before, the
greateft inconvenience difcovered by the people was confined to
the neceflity 1mpofed upon them to fell their old coin at the ng s
price. s

At this time Law fet'up his bank, and without doubt aflifted
people in that refpect, with very great benefit to himfelf.

"Cuar. XXV. He divided the capital ftock of the bank into 1200
fhares, of sooo livres each (the livre at this time was exaltly a
{hilling fterling) ; and the purport of the notes he iffued was, that
payment fhould be made, at all times; in livres of-the fame intrinfic
value. :

This bank was efhbliﬂlcd on-the principles of the Scots banks;

~and lent fums upon cvery prCleb of good fecurity. The confel

quence was, that in lefs than tlnce years, TFrance, from being in
the moft miferable fituation for want of money, credit, confump-
tion, and indulry, was raifed, as by magic, to the g\cateﬁ affiu-
ence. "The reafon was plain: there wanted nothing but an inftr u-
‘ment to fet all the inhabitants to work. This Law gave them'in a

: moment ;

—
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inoment;

'1ﬂomﬂlcd them.
'This effe€ was produced by an mconﬁdemble {fum of notes

they did not exceed three millions fterling when Law gave up his
bank.. - But credit and confidence were cftablifhed by that fmall
fum ; and the notes brou ghe out all the coin which -had been for-
merly locked up. It is not a great quantity. of money, but an
exaét proportion of it, according to demand, which {fupports trade
and induftry. ‘That proportion may be fuftained by the means
of banks, but by no other expedient whatever.

- Cuar. XXVI. Law’s bank was no fooner eftablifhed; than he
fought to enlarge his bottom. He found a trading company ruined
in their affairs, though intitled to great privileges. He found alfo-
large fums of public ftate billets circulating at great difcredit, from
an ill paid intereft... He got a grant of the company to himfelf
and affociates. He opened a fubfcription for 200,000 fhares, of
5oo livres éach. He took paymentin thofe difer edited obligations ;-
and when he had got the flate billets, (given in at fubfcribing) he
éngaged the Regent to promife punctual payment of the intereft,.
This was no fooner done, than the difcredited paper, which was
become an action, or a fhare, as we have called it, only by being
fubfcribed for to Mr. Law, rofe above par. The nation cried out,.
a Miracle ! Law was a faviour, in the eyes of fome, a _conjuror in
the opinion of others. .

His credit and his capacity for condué‘tmcr the glexteﬂ: under-
taking within the power of numbers and computation; being
eftablifhed, infpired the Duke of Orleans with a {cheme of un--
bounded ambition, which, in favour of many who have never-
rightly ‘comprehended: the nature of ir, I h.1vc been at very great
pains to trace, in the cight following chapters.  And as a recapitu--
lation is ufeful to affemble ideas within a fmall compafs, which
have been difperfed through many combinations. in the work
itfelf, I{hall here, in a few lines, g1ve a generz al.idea of the whole
plan. .

and theirown \vork was the caufe of the affluence wlnch

‘The:
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: 'The Regent per cexvmg the ufe of paper money, .well fecured on
folld property, refolved to take the bank into his own hands, in
order to iffue paper {ufficient to pay off the whole debt of TFrance.
Now paper iffued for paying debts is fecured upon no fund at all.
Ivis the fame as if it'were iffued for payment of meat and drmL
The whole fecurity therefore was his own word.

_ But the difficulty was to prevent this paper from inftantly retur n-

mg upon the bank; “becanfe it far exceeded all the ufes of circula-
tion, and, confequently, could not be fufpended in it .

The expedient fallen upon was to raifc the” value of the
a&ions of Law’s company, (wluch by the {fubfequent incorpo-
ration of new privileges were maliplied beyond 6oo coo) to a
great height, by promifing great dividends upon them. The com-
pany @ ‘accordingly promifed a dividend of 200 livres a year, upon a

capital which was originally worth no more than soo livres.

The great quantity of paper moncy difperfed had funk the rate
of intereft'to 2 percenf.  The dividend, therefore, combined with
the rate of intereft, carried the market price of the action to
10 coo livres. - Here was anew fund provided as an outlct for all
the bank notes paid to the creditors ; and in p10p01t10n as they
bought the acions from the Regent, or the c01n1nnv \svhom Ihcxc
confider as the fame, the notes werc to be cancelled.

By tlns operation & all the debts of Fr ance were to be convelted
into actions of the company of the Indies, and were to thare its
fate. But then it muft be remembred, that this company had in
2 manner the whole revenue of France in farm; and by a recapi-
tulation of the different branches of their profits, their income
amounted to eighty millions of livres a year.  So that if matters
had been well managed, had credit been {fupported by fair dealing,
had no arbitrary acts of power, in tampering with denominations
of coin and money, taken place, and had the Regent fupported
and encouraged the company ; they in fac might have been able
to pay more than all that was required of them; and the very di-
minution of the intereft of the public debts, by the fall of money

. to
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-to 2 per cent.” Was, in effe&; cutting off one half of ‘the capital.” So

that if we fuppofe the total value of the 2000 millions of debt equal
to 100 millions ﬁellmg, the debts of France, by this fcheme, ‘would

‘have been reduced to an annuity of 2 per cent. on a 100 millions, or

two millions fterling a year paid to the company who then repre-
fented the creditors of the nation.

* But the projet was too great; the capacity of thofe who were in
the management was too fiall, and the time ‘was too fhort for
bringing about fo greata revolution: thus it failed ; but in'a way
which fuggefts no reafon to believe that it mxght not hu.ve been

- {fupported.

Cuap. XXXIV. The denomination of the paper was reduced o
one half by an aé of power: a man who, for example, had a bank
note for 100l had it reduced to sol This at once deftroyed the
whole credit of France. But it would have ftood its ground, with-
out doubt, had the Regent called the ﬁfty pounds with which he
paid fuch a note, one hundred pounds; although, if you abfiract
from the interefts of debtors and creditors, which never were
attended - to, it was abfolutely the fame thing. The altering the
denomination of paper implies, however, this additional injuftice
above that of altering the denomination of coin, that it changes
the value of the-paper in all cafes; becaufe it contains no other
value than the denomination: whereas coin has a value mdepen—
dent of that, which no law can alter.

"Crar. XXXV. - The form of a bank propofed for France, in this
chapter, ispretty much the fame with that mentioned in chap. 165
only here I have not even admitted the payment of the intereft in
coin, for fear that an aét of power, by carrying off a few thoufand
louis d'ors on a prefent exigency, might totally ruin the credit of
fuch a bank, and confequently draw ruin on the whole nation.

This bank is intcnded mercly as an office for keeping accounts
between people-of property, and thercby of greatly increafing and
fuppm ting circulation. :

VOL. IL” : Kkkk ‘ Cl:{.‘\x;.
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* CHap, XXXVL: Flaving difmifled the fubjeét of banks-of circu-
Tation, I come next to thofe of depofit. Here I deduce the principles.
wpon which the bank of Amfterdam is eftablithed. ».. R

- This bank iffues no paper, and -grants credit upon no {ecurity

but coin locked up in their vaults.- Confequently, the ground of
their credit is the faithful prefervation of this coin. Were itatany
time to be diniinifhed below the yalue of the credits written in their
books, the nature of the bank would be changed. Were the coin
to be lent on good fecurity, fuch a bank would then immediately
become a bank of circulation upon mortgage; fince it would be
the fame as if the credit had been at firlt granted upon that fecu~
rity.  Were the coin- difpofed of for novalue, the bank would be
from that moment bankrupt in fact, although the fecret might be
kept for a long time. T et ST
Cuap. XXXVIL. The intention -of eftablithing a bank of this
nature at Amfterdam was to fix the feat of trade in that city. . The
ordéring all bills of exchange to be’ paid to the: bank in coin, and
the giving to.the holders of the bills only a’ credit in bank for the
value, was an effectual means of obliging the proprietors of that
credit to carry on their trade in the place-where their funds were:
cftablifhed beyond a poffibility of removing them, except by tranf-
ferring them to others who, by accepting of - the transfer, came:
under the fame neceflity. “Were indeed trade to- become incompa-
tible with the firuation of the city, as if an earthquake {hould fill
up the port, then the bank would either be removed - elfewhere, or
the credit writ intheir books would become of no more value than
gold in an inacceflible mine. This regulation alfo prevented the cir-
cularion of bad coin ; becaufe when payment of bills was made to-
the bank, they took care that nothing but good. coin fhould be re-

oo

ceived. - : . .
From thefe regulations it appears that money: cannot be multi~

plied by banks. of depofit; " but on the other hand, it cannot be

‘diminifhed by exportation, without the act of -the bank; -and the
o transfer
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transfer of - credit anfivers -every ufe of coin in trade, and prevents
alfo its wafte in circulation. L

Cuap. XXXVIIL Coin«is liable to conftant viciflitudes, Its;]‘eno‘
mination may be changed by an a& of power, and its 1‘(3;11 wéiyht
may be diminifhed in circulation. But when it is locked up ):111
thefe inconveniences are prevented. Bank money, therefore, b;inn‘
the valueof the coin locked up, is conflantly the fame: whcrcaz
all coin which circulates is liable to variations ; confequently, thefe
variations are relative to the coin which circulatces, and not to the
bank-money. The difference between the one and the other is
called agio. )

CHaPr. XXXIX Many have imagined the treafure of the bank
of Amfterdam to be immenfe; becaufe no _l;ody can ever take any
thing from it, and that it is conftantly receiving new augmenta-
tions: butthe policy of the bank itfelf deftroys this fuppofition
and fhews plainly, that the fum locked up never can exceed \vha;
is abfolutely neceflary for circulating the trade of the city.

It is true, no perfon can .goto the bank and:demand to have the
amount of his written credit paid him in coin. But were the written
credits to exceed the ufes found for them, the value of fuch bank-
moncy would diminith ;-confequently, the value of the circulating
coin would increafe, which is the fame thing. Now as this woulﬁ
prove a great difcredit to the bank, they employ a fet of cathiers or
brokers to keep the balance even. Theirbufinefs is to Buy and fell
bank credit with current coin, and to thefe the bank gives credit.

: L .
- When there is a demand for bank credit, the cafhiers fell it for

coin, and both partics going to the bank, a new credit is written
or the cathier’s credit is transferred to the bﬁycr. ‘When, on the Othﬁl"
ha:nd, coin is demanded for bank credit, the cafhiers pay for it
with coin which the bank lends thém; and for their repayment
they transfer to the bank the credit they have bought with it. This:
needs a.little explanation. . Suppofe one to have credit in bank for
a thoufand - gilders, -which he wants to fend away in coin. . He

-goes to the cafhier and fells his thoufand gilders of bank credit: the

Kkkk 2 bank
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baiu‘k lcnasj this thoufand gilders to the cafhicr, and the “man who'
fells the credit gets the coin, and niakes a transfer of the credit in

favour of the cafhier. Butas he owes this' fum to the bank, he

transfers this credit t(‘)'the bank itfelf, in payment of the thoufand
gilders borrowed 5 and then the bank may expunge it, if they pleafe,
from their books ; becaufe it is duc to themfelves. Thus although
no monéy can be demanded of the bank by one who has credit;
they can give the money to a third party who does it for them.

. . Parr IIL. . Of 'Exc/mﬂgé:

Cuar. 1. TPFORLEIGN circulation is. carried on by bills of ex-
change. : ‘

‘When reciprocal debts are contracted by different countries, the
creditors in both take payment at home for the bills they draw to
the order of thofe who pay; and they again indorfe the bills to
their creditors abroad. ' .

In this contract four parties concur: the domeftic and foreign
creditors ; - the domeftic and foreign debtors. This operation can
extend no farther than to the amount of reciprocal and equal debts ;
if there be a balance owing upon one fide, this balance muft be
paid in value, either in money or merchandize. Now as a debt is
much eafier difcharged by compenfation than by pajunent, mer-
chants endeavour to profit of this compenfation ; but as every one
endeavours alike when there is a balance on one fide, it operate_é:
upon the whole of the exchange, and every one-muft bear his fhare’
of the expence of paying it. . . ’ o

If London fhould owe a balance to the world, after compcnfating _
all that the world owes to her, every London-debtor to the-world will
wifh to compenfate s confequently, he will look out for one who is
creditor to the woxld: but this fearch betrays the fecret, and fhews

! that

ey TR,
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that he is the demand ,PPQ‘I}/,‘V}‘;‘\CI} t’h? other .nylails’ himfelf ]of -
his fituation, and Tefufes to compenfate without proﬁL:. . Hexl'ciz_e t 12
fc‘ci*ecy(fé.id to be requifite in tl?is branch of trade. It is requiiite °
the trader only, whofe intereft is concerr_xcd; becaufe \vhatcvm" on
fet of merchants in a place wifh to ?onceal, a}lOthCl‘ fet hm{? ﬂcorl.—‘
Ra.lntly_ an intereft to divulge. The mtercﬁ of ‘the ftate flo.n i ; 1~n;
Pl"CfC[‘V’iDg an equality of profit and lo.fs.nmong themv all; an 1n.
facilitating to them the paying and receiving the balances due upon

the total of all their tranfactions. The lofs of the nation is upon -

the balance due by the country ; the expence of Payin g the bal:mccf
which is the price of exchange, is only a relative lofs to fome of
her fubjeéts, and a 1-¢lative gain to others. - ‘ '

The attention, thercfore, of a ftatefman in what regards ex-
To take care that the true par between the value

change, is, 170, : ‘ o :
e ney and the money of other nations, fhall be as

of the national mo

“much as poflible propoitional to the quantity of metal contained

in each.’ ‘ o ) ) iy ‘
2do, To remove domeﬁic in‘convc.ruepces in paying with the me-
tals, or national coin, every '11na\10}dab1_c l..mlance. X .
3tio, To hinder the expence pf af:qmttmg :1 fmall bq ance front
occafioning a lofs on the compenfation })f re(flprocal flebtsf 1
And, 4fs, When he finds an inconvenience in al.lo“.rmg the n:eta s}
or coin to go out of the country, he muft aﬂlﬁ in having the ba ancf:
aid in’ ay of credit. . ‘
paglr{l:p.t 1;1(: WT}I’le beft method for dctermi'nin'g. éxa&}y the true and
ixﬁrinﬁc value of the metals, coin, or moncy,' 1p ‘\Vthh the 1):118.1];2?‘
"due to or from. a foreign mnation, is to be pzud, is to COI’ﬂI?E\.TC‘tJC
refpective value of fine bullion With the. refpc&wg dcnommnuoyfs
of the coin in the two places ‘exchanging; and to‘ﬁate the dl. -
ference only, as the price paid for the .cxchange;. To Tcnder th\s:
nf;ox'ev pradticable, a propofal fo; rendring all mint-weights more
determinate is fet foith in a note. - :
‘Cirar. TIL ~ When upon the whole of a nation’s tr.ade “{“h, Flle. rc(_]:
of the world, a balance is due, it muft be paid, qther in m@xil‘ic.
' : . : o value,

—— - Lt
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‘-rjdlue, which totally difcharges it, or by giving fecurity for it, and
paying intercft until thé charge can be obtained.- We confider in
this chapter the methods of difcharging it. T

A flacefman is the beft judge when his people ought to pay With'

Dbullion, and \vAﬂc"rn with credit.” If he approves of their paying
with bullion, that is, with gold and filver, he fhould render the
exportation of the metals as eafy as poffible. If a duty be laid upon
coinage, he need not be afraid that any one will fend off the coin,
as long as bullion can be found; and when this runs thort, if he
does not choofe that his coin fhould go out, he muft lend his affif-
tance in paying with credit. If he finds it againt his intereft ei-
ther to pay in one way or in the other, he muft put a flop to the
+rade which creates the balance: for while fuch trade is permitted,
he will find it beyond his power to prevent the payment of that
balance in the moft hurtful way poflible to his country.
’ I here obferve, that in countries unacquainted with trade, and in
others where the whole external commerce is carried on by ftran-
gers, a gobd expedient for .cutting off fuch hurtful branches of
araffic is to lay all the reftraints poflible on the exportation of the
metals, in order to promote the expottation of what the country
can offer in return. Biit when rrade and induftry arc eftablithed,
ihefe reftrictions ceafe to be ufeful; becaufe merchants then find
a profit upon exporting dotneflic producions, which they never
can hiave upon exporting an intrinfic value. -

A ftatefinan, iherefore, (hould conduét his operations according
o the fituation of his country. If foreign trade be unprofitable,
cut it off as much as pc’)ﬁible, and lay eveiy reftraint upon the ex-
portation of coin. If it be profitable, lay no 1'(3&1"1&'10115 on pay-
ments ; becaufe you are fure you will gain upon the whole. And
if, in any particular cafe, you incline to keep your coin at home,
TOrtgage your country,’ and pay with your credit.

1If, when you arc obliged to check foreign trade, and lay prohi- '

ibitions on the exportation of coin, exchange is fo_und to rife to a
great height againft you, yet will this exchange produce no national
’ lofs:
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Jdofs: it will be paid within the couvnrry:by thofe who confume
foreign commodities, 1o thofe who are at the trouble and expence
of ranfu&ing the balance. _ o .
Crar. IV. Herce I demonflrate what bgfélj;: 1 had in a manncr
taken for granted, viz. that the price of cxchange is neither a na-
tional lofs, or a 1_1a$iqnlal gain; bt,\;_@Vlic;l)CL‘ it be favourable or un-
¢, it produces an inflability m the p} its ,ﬁppx')‘n:;}dc, and

. favourd of
_hould ‘therefore be kept at par by all poflible methods. 1alfo
thew how e?:cl-mn ge is favourable to g:xpoftéttioh, Wh‘gﬁ the balance
.is againft 2 _counn"(y, and how the cxc}la)ﬁge_ is imf;_\,‘.'oumblé in that
refpect in proportien as the balance is. for that .cqunt_r-y :oand ab
-whatever exchange is gained by exporters is loft by importers, a;nzl
wice verfa, fome have concluded, that an unfavourable balance docs
of itelf deftroy its own pernicioué effeéts, and fets the balance even.
1 endeavour. to difprove this propofition, by fhewing how the im-
- porters are indemnified, as to their lofs by the exchange, from the
additional price they get for their foreign commoditics at hoinc_;
whereas the exporters cannot raife their prices abroad ; ‘becaufe

foreign competition will not permit them. So that in one cafe the
-wrong balance hurts the rich confumer at home, who can bear the
lofs ; and in the other, the right balance hurts the poor m@nufac—
turer, who cannot. Hence I conclude, - that itis greatly for the inté—
-reft of a tradin g flate to keep exchange, at all times, as nearly at
par as poflible. . C .

That this is a practicable {cheme, I pfove by a matter of fadt,
and by an experiment made in France by a late minifter ; where,
upon a certain occafion, the exchange having rifen to a great height
againft France, he immediately brought it to par, by ordering bills
upon Holland to be furnifhed at that rate, to thofe who _ﬂlofx_ld de-
mand them; and by taking upon himfelf the expence of fendiﬂg
Q\c money paid for fuch bills, to the place upon which they were
drawn. i

I obferve, however, that fuch operations can only be recom-
mended to ftatefmen who prefide over the interelts of flourithing

trading
- 8 .
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trading nations; becaufe in proportion as they are benefited by
facilitating the payment of the cafual balances due by them from
time to time, in fo far is a prodigal nation hurr, by facilitating the

_ diffipation of their property, and by contriving a ready method of

ansferring it to foreigners.

) Cuar. V. When'a nation owes a balance, afterall the pa);ments
they have been able to make, either in coin, bullion, bills, or mer-

' chandize, it is evident, that what remains can only be fatisfied by

obtaining credit for it, at the expence of mortgaging the country
and paying intereft for the remaining balance. - When this, how-
ever, happens to be the cafe, it involves -the nation-debtor in'a

- multitude of cxpenfive operations condued by exchangers, who
- conftantly find a profit in carrying . them on, though at a very
-great lofs to individuals within the country. ~To prevent this

inconvenience, I propofe, that the-ftatefman fhould take upon him-
felf the obtaining of credit abroad, for the balance due by the

‘ country he governs ; and.that the expence incurred by this opera-

tion fhould be defrayed by the public, whereby every individual
within the ftate will ‘contribute his.fhare towards maintaining an
uniformity in the profits upon trade, and fupporting the ftability of

‘commerce, from the regularity of the courfe of exchange at all
‘times. This operation refembles very much another of which we

have already fpoken in treating of banks of circulation upon mort-

'gagc, There we recommended the payment of foreign balances
-as'a proper branch of bank adminiftration :” here we recommend it

1o a ftatefman to interpofe voluntarily between his fubjects and their
foreign creditors. This is the beft method of fupporting commerce,

when it happens ‘accidentally to fall under the difcouragement af .

an unfavourable balance, .

Crap.XIT . OF POLLTICAL OLCONOMY, - 3¢
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‘Paxt IV, Of Public Credit,

Cuar. L HE credit of a ftate refemblcs; in moft things, that

of an individual: they differ however in this, that

_when a private man contracts a debt, he himfelf is anfwerable for
it. When a ftate contracts a debt, thofe who contract the obliga-
..tion in the name of the ftate are not refponfible for it. Hence it

happens, ‘that private peoplc are commonly niore anxious about
paying their debts than ftatefmen are who adminifter for the pub-
lic. - Another difference is, that public debts do not fo much affedt

.the profperity of a flate a5 private debts do that of the debtor. The

intereft of a private debtor is fimple and uncompounded’; that of a
flate is fo complex, that the debts they owe, when due to citizens, are,
on the whole, rather advantagcous than burdenfome: they pro-
duce a new branch of circulation among ind:ivi.gh‘mvls, but take
nothing from the géneral patrimony. o S

- In deducing the principles of public crédir, we muft fuppofe it
the eftablithed maxim in the flate 0 adhere to the faith of theis
‘engagements; and that a permanent fund js appropriated for the
payment of the intereft of all the money borrowed: a liberry’mu‘ﬂ:
be fuppofed, at the {ame time, to redcem the obligation by ‘ade-

quate payment; and alfo an cafy transfer of the capital from hand

to hand, to indemnify every creditor for the lofs of his capital,

- which is not demandable from the flate, as the cafe commonly is

in private fecurities.
“The confequence of the fivelling of public debts, is, 16 occafion

" proportional augmentation of contributions out of private pro-

perty. The confequence of this again, is, t0 prodilcc a vibration in
the balance of domeftic wealth. This creates a monied interefl,

" which {wells in proportion as public debts increafe; and which may
fwell o fo great a ‘height as to transfer the income of a whole
* pation from the pominal proprictors to the public creditors.

YNOL, 11, CL1ll A flatels
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A ftatefman, therefore, ought czuefully to attend to; the {pirit of

the nation he governs, before he gives way toa 1egu1a1 and {yfte-

matical angmentation of public debts, In monarchies, the pro-
prietors of lands may bear for a while the temporary diminutions

‘of :their ‘annual income, though they will not eafily be made to

iubicubc to a plan which evidently tends to deprive them of all

‘they have, and to transfer their power and property to a fet of men

whom they have always confidered as. their inferiors. . .

In- monalchlcs, thexcfme, a great -increafe of ‘public debts \vxll
more probably bring on a national bankruptcy, than in ‘govern-
ments which participate of the republican form.

The confequences, therefore, of the fivelling of public dcbm
may be; either, 1m0, To difturb the-tranquillity of " the ftate; iy
an attempt to transfer the property of it ﬁom the real’ poﬂ'eﬁ'ms to
a new created monied intereft:  or,

2do, If a fyftematical plan of borrowing upon folid fecurity Be

‘not laid down, it may mechanically draw on a ‘general b'u'u».-

ruptcy: or,

3tio, If debts be allowed'to fwell beyond due bounds, {6 as.to-

hurt the intereft of the great body of the proprietors, the ﬁate may
beengaged to adopt the fatal expedlent of a fpunge:. or,

4to, 1f the fpixit of. the people. prove "compatible, with. the fyftem:
of borrowing and fuppomng public credit to the. utmoft extent,,

then the whole income of the nation.will remain in perpetual fluc-

" tuation, pafling from one fet.of cr editors to another, the f’careﬁnme

il retaining the 1dm1m{hatlon of it for t.heu' ufc o,

510, If the debts contractéd become ‘the p1ope1 ty of fmelgnels,,
thefe will either remove into the counuy Wheu: their funds are, or.

the income of the whole wnll be conver ted. mto a foreign. tubme
Crar. II. ~ While public’ expence was deﬁayed from treaﬁu es,

public credit was a tlnng unknown. . Wlnle fupplied fxom rapine-
~and extor tion, it never could exift. Dmmg the ﬁmphcny of ancient
mmnex S, W vhcn there was neither mduﬂly or cuculatxon, kcred:t.

was
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was unneceflary : *the coin Wwas moie tho.n fuﬂiaent to chve e\ c1y
purpofe of alienations - =~ e

“When trade and induftry beg'm to make a plogrcfs in Europe,
in the Hans towns, and in the republics of Genoa and Venice, the
confequences of their credit were foon felt by Princes, who auk
wardly began to imitate their example’; firlt, by borrowing money
upon mortgages of their lands and principalities ; and afterwards,
by impofing taxes and felling” them for what they could get to a
moft rapacious fet of men, the tax-gatherers. This fprca.d opprel-
fion, and this again foon brought the Prince to poverty.

Taxes, however, once -cftablifhed in .this violent method, "and
upon urgent occafions, came, in time, to be improved, and formed
a large fund, which now ferves as a folid bafis for public credit.

CHar. III. While taxes were only appropriated for a time, for
the repayment of the debts contracted by a ftate, the attention both
of the ftate and of the lenders was totally fixed upon the difcharge
of the capitals:. but in proportion as money increafed, in confe-
quence of the whole fyftem of modern political occonomy, the

_lenders formed to themfeclves a new point of view, viz. the acqui-

{icion of a permanent intereft arifing from a transferable capital:
In order to make his change of policy from borrowing with an

intention to repay the capital, to bonowmg with an intention to

pay a perpetual intefeft, the more fenfible, I have traced in this

" chapter the progrefs of the firft, by a review of the plan of public

credit in England until the end of the laft century.

Here Ianalize briefly the fentiments of Dr. Davenant, and comp"u c
them with thofe cﬁabhfhcd in our days, when the latter policy has
taken phce 5 and upon the whole I detelmmc, that the difference

‘in'the fyftem of public credit then and at prefent, has proceeded

puncxp'llly from the difference in the flate of circulation, and from

the expedxents now fallen upon for increafing the quanm/ of mo-

ney, in proportion to the ufes found for ir.
) Cmm 1V,” I then compare the flate -of public credit in France,

'dmmg the adminifration of Cardinal de Richlicu, with that of

L1112 Lngland
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England after the révolution. Here I-endeavour to point out thé
influence which the different forms of government have upon the
ftability of public credit, both in contra¢ting and in paying off
public debts. ' ' ’

' In France, the power of the Prince farnifhes many expedients.
for paying off capitals, which had been borrowed at an exorbitant-
intereft in tinies of public diftrefs. -

In England, the limited power of the crown, and the refponfi~
bility of minifters for their exercife of it, is a great fecurity to thofe
who lend morney o the ftate; and confequently, proves a very
great advantage in contracting debts upon reafonable terms.

The longer the two ftates fubfift, the greater will the advantage
be found in favour of that which adheres the moft firictly to the
faith of its public engagements. D

When the credit of France and England are compared together,
the diffiererice betiveen them is moft remarkable. The frict ad-
herence to the faith of public engagements has- ‘eftablifhed, in
Ingland, fo nice and ferupulous a credit, that the finalleft devia-
tion from its principles may prove fatal to the whole fyftem. * The:
credit of France, on the other hand, has been accuftomed to'a
rougher ufage; and the frequent a&s of power, to the prejudice
of creditors, rather occafion ‘a temporary damp than a total de-
{truction of "their credit for the future. Such adts of power, how-

“ever, in critical circumftances, prove extremely hurtful ; and the

advantage of a well eflablifhed credit will, in all probability, either
open the eyes of that nation to. their own interelt, or bring cala-
mities upon them, which now appear little to be feared, in their

“prefent fituation.

Caap. V. This chapter contains 2 thort fketch of -the plan of
public credit, as carried on in Great Dritain, from the end of the

‘Jaft century, to the eonclufion of the péace in 1763. I here enu-

mnerate the principal operations, calculated for enlarging the fund

“of Britith circulation, by engaging the bank of England to.turn

jito ‘money the difcxedited bills and tallies of the exchequer. I
have

.
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have pointed out the principle: 11i;h_‘gi‘xj_cumf‘cpib_c‘s”t;l‘xvis_' power in
the . bank .within certain limits, I have. traced the “progrefs and
ﬂu&uaﬁons‘ of the intereft of money ; which have conftantly been
in proportion to the demand for borrowing or lending in the mar-

ket at the time. 1 have mentioned the xife of the finking fund,

and the ufe which has been made of it. I have endeavoured t0
explain the methods of borrowing by premium, and have pointed
out-the inconvenience attending that plan, as long as the principal
view of diminifhing a nation’s debt is confined to expedients for
lowering the intereft of the capital. [T have given a progreflive
flate of -the augmentation of the debts of Great Britain at the end
of every. war ; to-which I have fubjoined a thort ftate of the na-
sion at the laft peace. o ) o

1 conclude my chapter, by affigning reafons for the prefent low
ftate of -public credit in Great Britajn ; which has been principally
owing to the large fums of borrowed money invefted in the funds
before the peace, upon the ;profpedt of a fudden rife in their price,
on the return of public tranquillity. "This rife would, undoubtedly,
have happened, had itnot Dbeen- obftructed by the neceflity which
the nominal ftockholders were put o, of bringing their fm'xds to.

_market, in order to anfwer the demands of thofe from whom they

had borrowed what they had invefted in ftock : and until this opera-
tion be compledted, that is, until the funds of Great Britain be-
come vefted in the real proprietors of them, the ftate of public
credit will conftantly.be undetermined. . . )
.Cuap. VI Having given a. fhort {ketch of -the prefent ftate of
“public credit-in England, T endeavour, in this chapter, to extrack,
from the beft .privatc authorities to which I could have accels, &
'»immllel view of .th‘c'aﬁnirs of Trance, fo far as relates to its reve-
nues, taxes, and debts, at the peace 1763- . . _
By the revenue of France, I here underftand, not only wwhat
..comes clear and nett into the King's coffers, but alfo what is far-
“ther levied upon his ,pcople.' The parallel therefere will not, hokl
. Letween
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between the revenue of France and that-of England; as rcpfe['ented'

in the p1eceedmg chapter, without attending to this difference. -

The nett revenue of England charged with all its debts and ex-
pence of government, we have faid to amount to 10213000 /. -'The
grofs revenue of ‘France; on the othe1 hand, appears to.amount to
".1. 7408341. ﬂcxlmﬁ' : PR

© Butif from this be deducted that part which never enters the
royal treafure, -and wlhiich is expended in levying the revenue, and
in appropriations for particular perpetual expences,’ to the amount
of 6815 111’/ fterling, there will remain of net income, ‘paid into
the King’s coffers, and charged with all the debts and ‘expence of
government, only 17 925 723 /L fterling. :

If from this fum we deduct the total amount of the net revenue
of Great Britain, (10213000l flerling) the remaining fum -of
7 712 723 I fterling, will fhew the excefs’ of the'! ¥rench revenue
above that of England.

The foxegomg fum of 17 925 723 1A ﬂ:exlmg, aufes fxom the fol—
lowing branches :

1m0, Thofe which compofe the King’s ordinary revenue ; whu:h,
at the peace 1763, amounted to 12 546666 [ fterling, burdened
with the payment of 20222227 ﬂc1hng of mtereﬁ of thc debts
charged upon it. - L

2do, The extraordinary taxes cflablithed for a limited nme after
the peace of Aix-la-Chapelle. - Thefe amount to0 2 326 133 /. and are
totally appropriated for the payment of capitals, and intereft upon
them, incurred during the late wars, according to the principles
of public credit in practice in - England, - during  the reign of
K. William and Q, Anne: and ‘fo-foon ‘as this fund has cleared
the charges upon it, it is to ceafe, bemg no pex manent bxanch of
revenue. : : . S

3tio, The extraordinary revenue raifed on account of the ]'1& war.
This amounts to 3 052 923 L. ﬂc111ng, and conﬁﬁs of the fecond 'md
third twentieth penny, granted for a very limited time, and a '1ppro-
priated, as the former branch, for difcharging the debts lately con-

6 traced.
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eracted. «The fum:of : thefe three- branches made the total of the
17 925 723 L' paid in to” the ng s trcaﬁuy, and burdened with all
. the public debts.

- 1f we therefore fuppofe thc two laﬁ branches of Frcnch revenue
to be continued until all the debts charged . upon them are paid,
then we fhall find the flate of that kingdom reduced to the King's
ordinary revenue of 12 546 666 L ; from: which however muft: be
deducted at leaft one half of the capitation. -This half amounts

to 1182222 /- ﬁerlmg, and is.. fo burdenfome, that its continuance
will be impofiible. The - revenue .therefore will be reduced to-
11 364 444 . fterling, charged with 2 022 454 L fterling, intereft of
dcbts ; of which indeed: 71r111 /. are annuities upon lives, and
muit therefore be extinguifhed in.time.

According to this view, the revenue of France; w111 be 11364444 1.

" flerling, charged with the annual payment of 2022 222 [ intereft
of debts: and the revenue of Great Britain.is 10213 oool charged:
with the annual fum of 4860000 L intercft of debts..

What remains free for France is 9342222 [. ﬁellmg, and-for:

-England, 5353000 Lo :
But out of this free revenue of rmnce mu{’c be dedu&cd thc per-
manent articles of. expence charged upon the ordinary revenue,

exclufive of the intereft of debts already deducted. Thefe articles.

“amount to:the fum of 8 468.889 /. which. being: deducted. from.
9342222 /. leaves a fiee balance of nomore-than 873333 /..
On the other hand, if we fuppofe the net amount of the revenue

of Great ‘Britain, after paying. the intereft of its debts, to- bc, as:
“above, 5353000/ ; andif the-expence of the-current fervice of the-
year, including the civil lift, be fuppofed to amount to 4800000/
flerling, as it nearly did, before the commencement of laft w'u,,

there \V.\ll remain of free bal'mce 553000 L%

. ® But xf the current annual expnnce fhould nat exceed 3 600 000 1 or4 400 00ol.

mcludmr’ the civil Tift, which is nearly the prefent cftimate, | we may then add!

400 000 L, to thc free bahnce, and ﬂate it at 950 oool in round numbers

" From
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From all which we may conclude, that, abftrading from extra-

ordinary fupplies for extraordinary exigencies, the revenue of both

nations is pretty nearly in proportion to their current expence ; and,
therefore, their refpe@ive powers, when engaged in war, will be
in projiortion to their credit at the rime. ’ :
Cuar. VIL- In cOmparing the credit -of the two nations, two
things enter into confideration. * Firft, the confidence of the world,
in the folidity of their refpective public faith.:» This I: take to be
torally in favoui of the Britifh nation. The fecond 8, the folidity
‘and éxtent of the funds, which are to be provided: in fecurity of
the  fums to be borrowed upon future emergencies. Thefe re-
fotirces, in France, we have feen to confift in their dikiernes, ving-
tiemes, double capitation, and extraordinary impofitions upon the
-clergy, ‘and other bodies politic; ‘taxes fo burdernfome in their na-
ture, and fo contrary to the fpiriﬁfof the French nation; that it is
hardly ‘poflible they ever-can be made fo permanent as:to anfwer
any other purpofe than a fhert temperary appropriation. e
“The tiue refources of France -are confined ‘to thofe ‘taxes upon
confumption above enumerated, which do not -enter into the ordi-
nary revenue, and which’are now impofed and appropriated ohly
for @ timc.” When thefe taxes become free, they may no doubtbe
‘rendeied perperual,”and appiopriated for 1 futuré fund of -ciedit,
‘On the fide of Great Britain, the café is -different. © The greateft
part of 'hér revenue is ‘already perpetual;-and -the only two
branches of annual grants, the land-takx and maleduty, are not fo
exceflively burdeafome, nor’ fo- repugnant-to the -genius. of the
‘people, as to render the raifing of ithem at all precarious. - And

“were this nation ‘once’ toadopt thic fyftém.of raifing-money, in
“time of peace, fufficient to defray the charges of government, the

finking fund would provc a refource’ for the future, far ‘above any
thing that France can boaft of. . :
Crap. VIIL Having by thisthort Tketeh of the flate of ‘credit in

Great Britain and France, préparéd a, fort'of canvafs for our fai-
ther realo
e

ning, T proceed to wpply principlcs to fome combinations,
: ’ which.
7
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which might be formed concerning the confequences of an over-

Y it. .

»‘{h;tlc gi:pcol;i?on as - credit is‘ ufed for borrowing .mom;y‘ .ti(-)li?c fent
abroad, either a fupply of currency muft bg provided for fillin g up
the void, or alienation, trade, induftry, &c.} muft {uffer a check. .
.. And even if .money fhould be borrowed .to be {';.)ent at home, a'n‘
additional quantity of it mutft be a(.lde.d to circulation; lfccaufe this
new expence of the ftate will require it. ) g 1

., Every fund of property may be converted- into money, with tlm

afliftanee of credit, providing the ﬂ;ate.fman lends his .h:md‘to. the

operation: and the fundamental prmf:lplc_ for fupporting -credit _Of
all kinds, is, to provide every one with money who has PrOpCl‘ty
for it. - : -
to\};/lli(iiemoney is borrowed by a ftate, to'be fp‘e?t abroad, tlv\e. loan.
muft either be made in coin, or in paper. If in thF ﬁ.rﬁ, itis ex-
ported ; becaufe coin is the money of the world: lf'ln'paper,' it
mutft either be converted into coin, and exported, orit muft be re-
mitted by bills, drawn upon countries, dcb.tm:s to England, fo‘r ex-
ample; or, in the laft place, it muft be pa.ul in the .wuy orf ClC.‘dl.[‘,v
by conftituting England debtor to the Continent for it.” When it is
paid by bills drawn upon countries, debtors to Englan(}, thcnnthc
confequence of fuch a loan is to convert the_balanctf of trz.pdc into

a capital in the public funds. R :

_In whatever way money is borrowed by a ftate, whether from

.nntivcs,.or fdreigners, the confequences are the frfmc. Tl?e ope.ra-
tion of a favourable balance of trade will transfer what is owing
to foreigners in favour of natives; and a wrong balance of wade
will transfer. the property of natives to forcxgncrs.. o
1f no check be put to the augmeniation of pubhc. flcbts, if t}?cy
be allowed conftantly to accumulate, and if the fpu“xt of a nation
can patiently fubmit to the natural confequences of fuch a plan,
it muft end in this, that all property, that is income, will be fival-
ioxvéd up By taxes; and. thefe will be transferred to the creditors,
the ftate retaining the adminiftration of the revenue.

VoL 1. M m mm : The
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The ftate, in that ¢afe, will always confider thofe who enjoy the
national income as the body of proprietors. -This income will con=
tinue the fame, and the real proprietors will pay the taxes im-
pofed ; which may be mortgaged again to a new fet of men, whe

will retain the denomination of creditors ; until by fwallowing up”

the former, they {lip into their places, and become the body of
proprietors in their turn, and thus perpetuate the circle.

Cuar. IX. But as a thoufand accidents may put'an end to public
credit, before fuch intricate revolations can be accomplifhed, the
confequence muft be a banksuptcy. This may either happen by a
deliberate act of governmeit, or from the narural confequences.
proceeding from an ovér-ftretched credit. o o

I here endeavour to fhew, that it isimpoflible to form a fuppofition
of circumftances, in ‘which a deliberate act of bankruptcy can be:
a prudent meafure. The only ‘end -that could be propofed to be
attained thereby, would be, to relieve thofe who are opprefled by
taxes. But a fudden abolition of taxes would have the effect of
ruining the landed intereft, as well as all the manufachuring claf-
fes. Sudden revolutions are conftantly pernicious ; and no revolu-
tion can be fo fudden as that of a bankruptcy. If fucha revolu-

" tion fhould happen, from circumftances which can neither. be
forefeen or‘prevemed, the beft expedient would ftill be, to adhere,
as much as poflible, to the faith of public engagements ; becaufe
no expedient would be fo. productive of good confequences,. in fuclx
a calamitous firuation., S

While the debts of a nation .are due to its {ubjelts, and while
there remains any balance due in favour of the nation, no increafe:
of debts can #eceffarily bring on a bankruptey. It isa contradiction:
to fuppofe that a nation can become bankrupt to itfelf. But when,
on the general flate of payments between a nation and the world,
there is found an annual balance due; which cannot be compen-
fated either in the way of payment, or in the-way of credit, then
indeed a bankruptey becomes unavoidables. -

2 From:
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Trom this reafoning we- may conclude, that the method of de-
termining the exact extent of public credit, isto kecp awatchful cye
upon the increafe of debts due to foreigners, and to compare thefe
with'the favourable balance upon the trade of the nation. - When

thofe debts and this balance begin to draw near to.an cquality, if

part of ‘the capital of the public debts be not immediately. paid off,
by an augmenﬁtion upon public contributions, the infallible con-
fequence will be a ftate-bankruptcy.

Crap. X:. The firft requifite for cqn_tr;t&i-n}(g ?qblic-‘dc.bts, isto’

eftablith a fund for fulfilling public engagements. This procures
the confidence.of the lender. The next is, to cflablith an ex_te;n—
five plan of credit at home, which may be fufficient at all times
1o keep circulation full: - '
_When, from the effeéts of borrowing, too great (um‘s"'zu‘g:, from
time o time, drawn out of circulation, the void muft fpeédily be
filled up. If-this be negleted, taxes will not be paid, as has been
often obferved : befides, if money be.allowed to become too {carce,
in proportion to the demand for it, intereft will rife,-and borrow-
ing will become proportionally more, burdenfome to the ftate in
gen_eral. ) ) o )
Foreign expence frequently drains the fund of circulation at
home: hence a multitude of inconveniences arife.  To pre-
vent thefe, I fuggeft a new. fcheme of borrowing, by opening
fubfcriptions in foreign countries where the intereft is annually
to be paid. This being to be remitted by the country borrowing,
a ftatefman may, with the greater cafe, obviate the inconveniences
which might axife to circulation from fuch remittances. .
_.In this chapter, 1 endcavour to prove by new arguments and
‘uftrations, that national diftrefs is more owing toa fcanty circu-
lation, than to circumfcribed property.; and a ftatefman who ne-
gle@s to employ every method for keeping up the circulating equi-
valent within the ftate he governs, to the full proportion of all the
ufes found forit, fails in the moft effential requifite for promoting
' Mmmm = o . .the
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the profperity of his people, and the eftablifhment of his 6v’im
credit.
+ Having pomted out the methods of contru‘hng debts, I p1occed
to the method of paying them. This may be 'Iccomph(hcd in fix
different ways, by the help of a finking fund ; which,
1mo, May be applied annually, to the difcharge of certain capl-
tals, at the option of the ftate. Or,
2do, According to a certain rule, to determine the plefelencc
3tio, By appropriating the fund, for the payment of a propor--
tional part of the whole outftanding capital. "Or, !
4t0, By reducing the intereft of the capitals. Or,
sto, By converting the whole of the capitals into determinate
annuities, proportionate to the extent of the finking fund. " Or,
610, By the means of lotteries, whele the ftate m1y gain What
gamefters are willing to lofe. :
I point out the advantages and inconveniences of every plan:
The firft five expedients are too plain to require a lecapltulanon.

" The fixth amounts. briefly to a fuppofition, that the intereft of the-

public debts is brought, by a proper chain of adminiftration, toa
lower rate than in any other part of LEurope. Ii this ﬁm;mon, acci~
dental circumftances will occafion (as at ‘prefent) fluctuations in
the price of the ftocks.” When they fall below par, let govern-
ment open fubfcriptions for lotteries, to be paid in ftock at the
market price. Subfcriptions alfo might be opened, and the old
capitals might be received at the market price, and conftituted:
a-new at the current intereft, with a-fmall premium above the rate -
at the time. - By fuch means, the fum of the old capitals would bé res

duced, and a fmal] benefit would accrue to the -fubfcribers.f “Then, .
upon the tife of the flocks, the ‘intereft on thefe fubfériptidns

imight be reduced again ; ﬁom which a double benefit would 1e-

fult ;. the price of ftocks would be fupported on oné h:md, and thy
“plnl" of the pubhc debts would be. reduced on the othm,. b

8:

Cirar. XIV: OF:POLITICAL OECONOMY. 637;

Byl

CHAP XIv.-

Recapitulation of t/Jz F/ft/) Bao/e
of Taxex,

furrop.. ¥ TAVING already explained the effed of taxes upon’
. » domeftic circulation ; it now remains to invefligate:
the principles by which.they are to be impofed on their proper
objects. ’ .

- Cuar. L. I divide taxes into proportional, which affect confump-
tion, .or, more properly, what may be called expence ; cumulative;
which affect property-; and-perfonal,-which confift in pelfonal fer-
vice.. Thefe I explain by. giving examples of each. :

Cuar. 1L Proportional taxes may be fo impofed as to .affect
almoft every.expence. of living; and as all expence fhould arife
from income, not from ftock, the firft principle of taxation, is, to
confine all impofitions to income only: whatever affects a capital is
oppreflive and unjuft. But asin all expence there is alienation,
although in all alienation expence is not  implied, the beft- method
to avoid the miftake of taxing ftock inftead of income, is, to im--
pofe the tax in fuch a manner as to affect the. confumers only; in.
wlnch cafe, whoever buys t fell again will dla\v the tax com--
pletely back. .

Crar. 1L In this chapter, I fully e\plam the operation of draw--
ing back proportional taxes. .

When the commodities- clnrged Wlth fuch taxes are either not:
confumed by purchafers, or by the induftrious clafles, they are:
conftantly drawn back, except fo far as the confumptxon made by
the latter is an article of fuperfluity. :

" ‘Hence T conclude, that the price of labour-is raifed by propor=
nonml taxes, in proportion to induftry-only, though the price “of
the-
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the commodity taxed be raifed in proportion to thé tax. Confcqucmly
the more taxes are found to increafe the price of labour, the more
we may conclude in favour of the induflry of the manufacturing
claffes: and the more they bring into the exchequer, the more we
may conclude in favour of the eafe and opulence of thofe who con-
fume the obje&s of fuch taxes.

.Cuar. IV, The proper object of cumulative taxes, is the large
pofleffions of the higher clafles of a pe0ple which can bear a dimi-
nution in favour of the ﬁate, without danger of encr oaching upon
their neceffary or eafy fubfiftence. It is not fo when they are laid
upon the lower clafles; becaufe thefe are either compofed of the
induftrious, or of beggars. The firft ﬂ10111d be enabled to draw
back from the rich, what they advance for the public fervice. The
latter have nothing to glvc 3 to.tax them is but adding to their mi-
fery, without relieving the wants of the flate. -

The great advantages of proportional taxes over the cumulative,
may be reduced to three. .

tmo, The proportion between the tax and the Ob_)(.& taxed is de.
terminate.

ads, The proportion may be known to every body.

”tm, The time of p"Lymg the tax is reguhr and gradual ; becayfe
in paying for the commodity you pay for the tax, and your liberty

in buying fuch commodities is unreftrained; confequently, the -

expence is fuppofed to be’ in proportion to what your income can
afford. Whereas in the cumulative taxes, itis, firflt, hardly poflible
to preferve the proportion between the tax and the cafe of a per-
{on’s circumflances. In the fecond’ phcc, it is impoffible for the
flate to afcerrain exa@ly that proportion.  An:lin the laft place, the
demand for the tax is made at a time when people are often un-
prepared.

Cuar. V. 'The principal mconvemcuccs alleged 1g"unﬂ pxopor
tional taxcs, are, 1. That they raife prices: 2. Dlicoumge confump-
dion: and 3. That they are oppreflive and cxpenﬁve in the colletion.

Thefe
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Thefe inconveniences are more apparent than real, as will appear
from what follows.

1mo, A proportional tax, ughtly impofed, and properly levied,
will undoubtedly raife the price of the objets taxed; but it will
only confequentially raife the price of the labour of the induftrious
man who pays it; becaufe hé will draw it back in PIOpOl tion only
to his diligence and frugality.

The price of labout is regulated by denmnd, zmd is znﬁuenmd only
by proportional taxes.

2do, As to difcouraging confumption, if taxes raife prices, this.
circumftance proves the increafc of confumption ; becaufe 1f con-~
fumption were to diminifh, taxes would not be paid, and prices
would fall of courfe, even to the detriment of the induftrious.
Thefe are always the confcqucnces of proportional taxes, \vhen
wrong impofed. N

3tio, As to the expence and oppreﬁion in levying them, thefe
inconveniencces are, in a great meafure, in proportion to the difpo-
firion of the people to defraud the public: for when they are fairly
paid, and honeﬁly collected, proportional taxes are little more ex.
penfive, and infinitely les oppreflive than any other. I conclude
my chapter by fome obfervations drawn from the pra&ice of dif-
ferent countries, which point out a method of avoiding both the
oppmﬂion and the expence of levying proportional taxes.

Criar, VI All taxes are paid out of the circulating money of a.
eountry ; confequently, they cannot exceed a certain proportion of’
that fum. Tt is not, therefore, from the value of the property, or
the quantity of confumption, that any one can form a guefs of the:
probable amount of taxes, fo-much as from the cafy and expedi-
tious circulation, which facilitates alienation and fale.

. Were taxes, indeed, paid in kind; they might bear a proportion tor
fruits and labour; but then they would diminifh the fund of fub-

filence’: whereas they now draw a thare of that quantity of money’

which circulates. tluough the lnnds of every individual..

The
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- The great difference between cumulative and proportional’ taxes,

.confifts in this. That in the firft, he who pays them cannot draw

them back in proportion to his induftry ; in the laft, he may: but
fo far as any one of an indufirious clafs proves idle or extravagant,
cvery proportional tax will affect his daily profits, as every cumu-

“lative. tax will affect the income of a fund already acquired. - 'This

dedution of principles is of great ufein impofing taxes; becaufe
it points out the method of. giving to many cumulative taxes
ufually impofed on the lower cla.ffes, 111 the advantages of thofe of
the proportional kind. ;

Cuar. VII. Taxes ought to be impofed for the benefit of the
public, not of private people: and while that objec is fulfilled,
taxes are beneficial in every refpect. When they are properly
levied, they only abridge unneceflary private expence: when they
are properly applied by the ftate, they advance improvement every
where; and thofe who have fortunes already acquired, will be
brought to contribute to the eafe of the lower clafles. -

Thus by the ‘help of cumulative and proportional taxes, nghtlv
impofed, and rightly expended, circulation is greatly 1nc1mf9q,
induftry is advanced; the public good is augmented, not dimi-
nifhed; and the burden of payments becomes fo equally propor-
tioned, as not to be felt in any degree fuflicient to overbalance the
advantages refulting from the general fyftem.’

Cuar. VIIL "Having faid that cumulative taxes affect the income
of funds already acquired, I obferve, that this income -procceds
from moveable or immoveable property. The firft of which will
conftantly avoid the graflp of every ftatefman who attempts to lay
atax upon it. Cumulative taxes, therefore, if carried to their.ut-
moft extent, may abforb the \vholc income of fmmgveable property ;
Dbut of that only. : .

Proportional taxes, again, have been faid to afict the fuperﬂmw

.of thofe who confume the objeéts of them; confequently, if every

thing which is confumed were firft, to fuffer an alienation for mo-
mey, a proportional tax might be impofed upon it
h : The
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The method, therefore; of carrying proportional taxes to their
utmoft extent, is, to draw to market cvery thing confumable; and
mfenﬁbly to raife the tax upon it, fo high as to abforb, as much as
poflible, -the whole fuperfluity of the confumers.

Taxes being carried to that hc]ght the ftate will Become plO—
prictors of the whole income of the immoveable funds, and the
induftrious clafles alone will augment their wealth, in propor tion
to their frugality.

From this general principle i it appears, that for the eﬁabhﬂlmcnt

of proportional taxes, confumption is 1eq11;iite, together with alic-
nation; confequently, where alienation takes place without con-
fumption, as in the fale of lands, and other immoveable fubjedis, a
proportional tax cannot be, pi‘ppg:rly, impofed. And alfo where con-
fumption takes place without alienation, as when the fruits of the
earth are confumed by thqfé who raife them, proportional taxes
cannot, with any propriety, be levied. Farther, .
- As taxes do not bear a proportion to-effects, but to circulation, it
follows, that they can only be raifed, pi'operly, upon alienation by
fale. Many examples however may be found of proportional taxes
impofed in different countries, where neither fale or even aliena-
tion takes place. Thefe I obferve to be the worft kind of propor-
tional taxes, and the moft oppreflive to thofe who pay them.

From the principle that taxes are in proportion to circulation, and
not in proportion to confumption, we difcover the reafon why of
old they were fo difficult to be raifed. Confumption then went on
as now, in ﬁ1'my refpects, in proportion to the number of inhabi-

tants; but cncuhtlon, that 1s, 1lxcnauon by fale, bore no propor-

tion to it.

The effect of every increafe in circalation is to fwell the amount
of taxes; and when they are extenfively impofed in a country of
induftry, the whole currency is thereby made to flow through the
coffers of the public, as the blood of the human body flows throu gh
the heart, and is by that (h{Tufed through every member.

VOL. II 7 Nunnan CCdo,
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onfcquences of a toml abolition
f the better ‘to difcover the effleCts which fuch.an alter ation
routd 1 duce firft, upon the pxofpeuty of the whole commumty 5
wo(rldeftl Oilpon’ that of the prmcqml clafles of 1nhab1tants, wluch
:cltr)lm;ofc’lt Thefe I reduce to three..
1o, . Thofe_who '1dmlmﬂu goverlvnmcnt,
u;‘jfxdailc())l?tlxc:: Zf'l ?gziit\iir }:ipc& to this numerous clafs would

long with 'it,
draw confcquences a

t; and, confequcntly pxqudxcr\l to tlnt of allr the mduﬂuous
relts

W heir confumption. -
e :\31131{11?;51:}:9; to the fcconcf clafs,. which T fuppofe to be com-"
s part of the people ‘I obfewe, that an:
propor tionally imply a diminution of cir--
duce-a pxopmuonzﬂ diminution upon:
“would interrupt the. induftry of many,.
and thereby throw them into & hustful compeulnon 1'1mox:1§ i;llllir:;
felves for fubfiftence. And as it has been proved, .t n]t t 1e11)n ifrions
clafles pay no taxcs,. as matters ftand, pr ovldlr;;g t 165; ndc n(luﬁg one
and frugal, they cometlluentlyfwloul:ll gam not mg, and ‘muft 7o/
. 'the abolition of them. o .
: i‘z(;atli(i;lelt)l)n: dclafs comp1 chend thofe whom we have hitherto
d idle confumers. Of this catcgory the
proprictors of land f01 m a- confiderable branch. “They, we- lnvcl
faid, draw back no pnt either of the ‘cumulative or’ proportiona.
which affe& them; but although they be deprived of t]hat
ijmmediate mdcmmﬁcmnon, competent to the induftri xous,f t lclyi
reap, in "mothm way, 'ulvnn’vres which more than compfcn ate a
the burden laid upon them. “Thefe procecd fr org the clon1 equenclcs
of that fpirit of induftry which is diffufed over the “1, hole P(Oi Z ;
in confequence of which, their lands are improved, Lﬂ he PrO(f u: of
them is 1c1dxly difpofed of, and what proves {uper 1uousl 1o N
meftic confumpnon meets with a 1cady 'mn‘lket abroad ,.nm thereby
ports the value of all pmdué‘txons within the country.

642
Cuar. IX. 1 ne\t examine the ¢

ahd whd d;e main-’i

2do,
pofed of the induftriou
abolition of taxes muft
culation ; this would pro
alienation ; confequently,

onﬁdcxed as the opulent an

taxes,

{fup

It

dir cé’tly deftructive to their inte--
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evely clafs of mhablt'mts fecms to gnn fome ulv'mtagc by them?
I anfwer, that they’ 1mply no bu den when rightly impofed. “The
.augmentation of induftry, in Confequence of the increafe of circu-
lation, provides a_ fund of well cmployed time, \Vthh converted
into money, is more than fufficient to pay all the taxes not imme-
diately affecting the income. of folid: property; and the conftant
improvement of -this, in confcquence of the fotmer, is more than
fufficient to mdcmmfy the land-proprictors. SO
Taxes, in this light, refernble the expence laid out upon new
eﬂabhﬂlments for improvement; becaufe in their confequcnces
they augment the profperity and eafe of the whole people, not by
.being levied, but by being ploperly apphed asis farther explained
in the next chapter.
CHar. X. . HClC I examine whethel twes bea fpm to mduihy, as
fome- pretend. © il
'The doubt concerning this pomt has aufen flom wlnt d:uly ex-
perience has thewn, that nations become mduﬁuous in propor-
“tion to the taxes they p:ly It is not vely evulem th'l.t thc pzzyment
f'\mhty, unle[s it be twm the Ploﬁt he 1<:1p5 in dlawmfr it back
-from others, . with an additional profit to hlmfelf But it is pal-
~pable that the amount of taxes being p;opc;ly L’Apf{l([fd by a ftate,
~will increafe circulation, and give frefh encouragements'to induftry
of every kind. . o

I clofe this chaptm with a ﬂlOlt 1cp1efenntxon of the nature of
ancient and modern circulation, accompanied with obfervations
-upon their refpe@ive effeéts in rendring mankind induftrious.

Cuar. XI.  Ofall cumulative taxes, that laid upon land-property
-produces the greateflt amount, with the leaft oppreflion to the con-
-tributors. .. This leads me into a p:unculu inquiry into the nature
of the land-tax, as it is eftablifhed in Gieat Britain, and in France.

* To render a land-tax equal and cafily born, the impofition ought
.to be plecccded by.n fair: V'11u'm0n of every article of revenue

Nnnn 2 intended
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income but that proceeding from
an imimoveable fund of property, ought to be affeced by it. .From -
tiis I am led to difapprove of the method of affeffiment eftablifhed -
in England by the land-tax; and alfo-of blending a tax upon folid
‘property, withan ‘equal impofition upon perfonaleftates, which we
have fhewn to be of a-nature incompatible with cumulative taxation.
' The defecs of thiskind'of impofition in France (where it is-called
the faille) ‘aré different. There the rents of. lands, which.are tlic
& of every land-tax, are’ frequently withdrawn: from
t, in conféquence ‘of the privileges enjoyed.
hich are‘exempted from the taille.. The con-
nch - land:tax - falls -upon that part:of the-
4 in the: cultivation of the foil.. From:

proper obje
“under the influence’of
by the highier clafles; w
fequence -is, that the French
Jower clafles who'are employe
this p_roceeds a double inconvenience. . - - C
1f thofé o cultivaté-are proprietors,, their portions- are, . com--
and a land-tax which would be light to a con--
-i§ quite intolerable to ‘thofe who: draw little -
more from-théir portion than what is neceffary-for their own fub- -
fiftence. If thofe who cultivate are léffees to thesmore confiderable -
proprictors, the burden falls upon them independently of the land- -
rent, whicli ouglit naturally to bear it. D R E
As a proof that this is-a true ‘Teprefentation; of tlre. matter, I re- -
view the Marechal de Viuban’s fcheme: for new modelling ‘the
fyftem- of French. taxation : and- from_ the. intolerable oppreflion .
which would follow the execution of it, we may judge of the pre- -
fent flate of taxes in a nation where that fcheme:was intended as'a=
confiderable alleviation of their burden.- Lo -
Nothing but the cftablifbment of induftry:and-extenfive: credit,’
~vith & fubftitation of proportional taxcs, inftead of the many cumu--
lative oncs, impofed on the lower clifles in-France, can ever pro-
duce a facility in paying the confiderable: impofitions laid upon that

_nation.

monly, very fimall,
fiderable proprictor,

without doubt, to confine the impofition to-the rent of lands only,

and

Cuar. XIL " The moft proper method of impofing a land-tax is, .
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‘and to lay it on in proportion to them. . But how is it to be expetted
that ever fuch a’plan can’ take place in a' nation’ where the pro-
Prictors of land govern'the ftate?- In France, the power of the King
rljas. never-been able to eftablifh a tax upon the rent of lands, for -
any longer duration than that of a foreign-war. Inia-ncighbou’rihg
;115}1tion; it hias now been eftablifhed for the - greateft -part of a cen- -
tury: \Ycrc it there to become perpetual, it might be converted
into a-new dom’:viin; or it miight prove a-fund- for difcharging, at-

once, a very great part of the national debt, - - .

) \Vher} taxes arc impofed; it is of: great confequence to-eftablifh
a'right kadminii‘timion of ‘them. The caficft method for a ftate, is -
to give them'in farm ; “and tl]tis 'was the general pva&icc:‘ev,cry :
where, on the firft "eftablifhment of ‘taxes. But:here no ‘general:
rule can be laid down:. = o ; : a

Cumulative taxes are better adminiftred by commﬂﬁdnérs, than :

letout in farm. ' The ‘operation’ of lévying them'is fimple; but

when they are farmed, the lower claffes of the people are apt to-
‘be opprefled. - 'When farms are properly eflablifhed, an opeh' ma- -
nagementof them is abfolutely requifite: ffom this new il:IIPI:OVC-‘-

[
- ments naturally arife, which give to the farm alinoft every advan-

'mgc 'qf the management by commiffioners. This improvement
is, to divide the profits upon the farm between the ftate and the -
farmers: a plan put in execution in France not m"tny yc:u"s ago.

No queftion whatever appears more difficult to refolve, than that
of.gfcgrminihg_ thie fund out” of which taxes ought to be: paid
T;zro11g]i tlic whole courfe of this inquiry, I'have endeavoured t<; :
ﬂ1‘cw, that the real find of taxes is the money cii‘Culating among
the inhabitants, citherin confequence of fale, or of payments. In
order to ;xpofe this' queflion in a new light, I have commented ;
upon two paflages of Davenant, where heeftimates this-fund from
the quantity of national confumption. )

From this he is led to compute the yearly taxablé éxpence of
every man in England at: 8 . fterling;when perhaps the circula--
tion of money through the hands of many may not be twenty fhil--

lings::
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lings: whereas, according tomy theory, itis thefe twenty ﬂxiniﬁgs
only that can be laid under any taxation whatever. :
I thought this method of comparing -the refult of Davenant’s
' reafoning with mine, might better ferve to fupport the latter than
any other I could contrive: L .
The laft queftion propofed in this chapter is no more than a hint
to fhew, that a proportional tax, laid upon meat and drink, is the
moft proper equivalent for a land-tax-; becaufe thofe who pm:chafc
their fubfittence with money are, according to the principles of the o . Table of Coins, reduced to
firft book, thofe who confume that part of the fruits of the earth : " Paris, Col

A

T number of grains of fint

in ufe in

3840 Troy-grains, 4676.35

which is -equivalent to the land rent.  If this-be arbitrarily laid % ir 2?“‘““:’ I{latute
. . . . Sl 4 2 rown by ftatute
under an impofition, by a pound rate, -or otherwife, the proper F l 3 ﬁsshillingpby fRatute

. 3 R o : . ilver Pound &
. drawback, if any be allowed, fhould be from a tax laid upon thofe ; 2 l * A Gold Pound et

~ . - S Si

who confume that part of the earth’s produce which belongs to S ; 4 Sitver Pound fler
shelandlords: - o B s ik
1-have now- concluded this inquiry, according to the plan T at - Bl A Shilling cutrent :

- . . . - . . 1 uinea in filver,
firft propofed. It is the fruit of cighteen years clofe, though agree- [:z A Guinea at the prc
. . . . - . ' . . . N iL13 A Pound troy, or 1

able application ; interrupted only by many intervals of bad health,
A ‘ : ‘(1 A Louisd'or

- and many ftrokes of adverfe fortune. . g | 2 A Crown of fix iv
1t never was, till lately, miy intention to, offer to the public,. gl iﬁf{fr“e’“ of three ¢
.during my life, what I had compofed purely for my own inftruc- ER R Srados il
= . . ot L . . = |7 A Marc of gold coi
tion :md. amuitement. But upon com[?”umg my fcintnncnts in fe QA o
veral points with thofe of the generality of my friends, they have b : . £ 1 A Coralin legal we

- . . . . | - 3 arolin legal we!

been found fo widely different, that I was thought in duty bound & l 2 ADucat of the B

. oo - . - (o] 3 & orin O onve

to my country, to fubmit them to the criticifm of the public. §< 4 4 Dallar of Conve

. 11: . g A Dollar of Exch;

To this I have the more willingly fubmitted, as I thereby thall £ l 3 Flotin curront o

. ; O ( 7 A Carolin in Silver

_purfue my firft intention in taking my pen; which was, o clear

up my ideas on this fubjeé. And fince I can now draw no farther | - '

‘knowlege from my own inquiries, T muft expect it from the criti- )
cifms of- thofe who may think it worth their while to animadvert
apon my notions. :

1 A Dutch Ducat
2 A Florin in filver

Dutch Coins
~—
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