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Of' the Nature, Accumulation, and Erhp_loyment
~ of Stock.

INTRODUCTION.

N that rude ftate of fociety in which there is no divifion of

labour, in which exchanges are feldom made, and in which
every man provides every thing for himfelf, it is not neceffary that
any ftock fhould be accumulated or ftored up beforehand in order
to carry on the bufinefs of the fociety. Every man endeavours to
{upply by his own indaftry his own occafional wants as they occur.
When he is hungry, he goes to the foreft to hunt: when his coat
is worn out, he cloaths himfelf with the fkin of.the firft large
animal he ‘kills: and when his hut begins to go to ruin, he
vepairs it, as well as he can, with the trees and the turf.that are
neareft it, ‘

BuT when the divifion of labour has once been thoroughly in-
troduced, the produce of a man’s own labour can fupply but 4
very fmall part of his occafional wants. The far greater part

- of them are fupplied by the produce of other mens labour, whick
he purchafes with the produce, or, what is the fame thing, with
the pric¢ of the produce of his own. * But this purchafe cannot be
made till fuch time as the produce of his own labour has not only
been compleated, but fold, A ftock of goods of different kinds,

therefore,
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BOOK therefor¢, muft be ftored up fomewhere fufficient to maintain him,
¢~ and to fupply him with the materials and tools of his work till

fuch time, at leaft, as botlr thefe events can be brought about.
A weaver cannot apply himfelf entirely to his peculiar bufinefs,
unlefs there is beforehand ftored up fomewhere, either in his own
pofleflion or in that of fome other perfon, a ftock fufficient to
nzaintain him, and to fupply him with the materials and tools of
his work, till he has not only compleated, but fold his web..
This accumulation muft, evidently, be previous to his applying his.
induftry for fo long a time to fuch a peculiar bufinefs,

As the accumulation of ftock muft, in the nature of things, be
previous to the divifion of labour, fo labour can be more and more
{ubdivided only in proportion as. ftock is previoufly more and more
accumulated. The quantity of materials which the fame number
of people can work up, increafes in a great proportion as labour
comes. to: be more and more fubdivided ; and as the operations of
cach workman are gradually reduced to a greater degree of fimpli-.
city, a variety of new machines come to be invented. for facilitating
and abridging thofe operations. . As the divifion of labouradvances,
therefore, in order to give conftant employment to an equal num-

ber of workmen, an equal ftack of provifions, and: a greater ftock-

.of niaterials and tools than what would have been neceffary. in. a
ruder ftate of things, muft be accumulated beforehand. But the
number of workmen in every branch of bufinefs generally increafes
with the divifion of labour in that branch, or rather it is the.
increafe of their number which enables them to clafs and {ubdivide.
themfelves in this manner..

As the accumulation. of fock is: previouily neceffary for carrying:
on this great improvement in the produétive powers of labour,
{o that accumulation naturally leads to this improvement, . The:

. 7 perfon
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: : s Eaing abour Lrily Introdudion.
perfon who employs his ftock in maintaining labour, neceflarily o tien

" wiflies to employ it in fach a manner as to produce as great a

quantity of work-as poflible. He endcavours, therefore, both -to
make among his workmen the moft proper diftribution of employ-
ment, and to furnifh them with the beft niz}chines which he can
cither invent or afford to purchafe. His abilities in both thefe
refpeéts are generally in proportion to the extent of his fiock, or
to the number of people whom it can employ. The quantity of
induftry, therefore, not only increafes in every country with the
increafe of the ftock which employs it, but, in confequence of
thatincreafe, the fame quantity of induftry produces a much greater

‘quantity of work.

Sucu are in general the effeéts of the increafe of ftock upon
induftry and its productive powers. ’

In the following book I have endeavoured to explain the nature
of ftock, the effeéts of its accumulation into capitals of different
kinds, and the effe@ts of the different employments of thofe capi-

“tals. 'This book is divided into five chapters. In the firft chapter,

I have endeavoured to fhow what are the different parts or branches
into which the ftock, cither of an individual, or of a great fociety,
naturally divides itfelf. In the fecond,. I have endeavoured to
explain the nature and operation of money confidered as a particu-
lar branch of the general ftock of the fociety. - "The ftock which
is accumulated into a capital, may either be employed by the perfon

" to whom it béIongs,‘ orit may be lent to fome other perfon. In

the third and fourth chapters, I'have endeavoured to examine the
manner in which it operates in both thefe fituations. The fifth
and laft chapter treats of the different’ effects. which the different

employments of capital immediately produce upon the quantity " -

both of national induftry, and of the annual produce of land and

labour.

Vor. L Uu
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CHAP. L
Of the Divifion of Stock..

HEN the ftock which a man poffefles is no more tham
fufficient to maintain him for a few days or a few weeks,.
he feldom thinks of deriving any revenue from it. He confumes it
as {paringly as he can, and endeavours by his labour to acquire

~ fomething which may fupply its place before it be confumed alto-

gether.  His revenue is, in this cafe, - derived from his labour

only. This is the ftate of the greater part of the labouring poor-

in all countries.. -

BuT when he poffefles ftock fufficient to. maintain him far-

months or years, he naturally endeavours to derive a revenue from,
the greater part of it; referving only fo much for his immediate
f:onfumption as may maintain him till this revenue begins to come
in. His whole ftock, therefore, is diftinguifhed into two pa(rts.
T.hat part which, he expects, is to afford him this revenue js called
his cal?ital. The other is that which {upplies his immediate con-
fumption ; and which confifts either, firft, in that portion of his
whole ftock which was originally referved. for this pﬁrpofe 5 or

fecondly, in his revenue, from whatever fource derived,, as it gra-’
dually comes ins or, thirdly, in fuch things as had been purchafed
by either of thefe in former years, and which are not yet entirely
confumed ; fuch as a ftock of cloaths, houfhold furniture, and the

“like. In one, or other, or all of thefe three articles, confifts the

ftock which men commonly referve for their own immediate con-
fumption, ’ )
7

THERE
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Tuere are two different ways in which a capital may be em-

' ployed fo as to yield a revenue or profit to its employer. " .

FirsT, it may be employed in raifing, manufaéturing, or pur-
chafing goods, and felling them again with a profit. The capital
employed in this manner yields no revenue or profit to its employer,
while it either remains in his poffeffion or continues in the fame
thape. The goodé of the merchant yield him no revenue or profit
#ill he fells them for money, and the money yields him as little till
it is agéin exchanged for goods.  His capital is continually going
from him in one fhape, and returning to him in another, and it is

-only by means of fuch circulation or fucceflive exchanges that it

can yield him any profit. .Sl.lcll capitals, therefore, may very
properly be called circulating capitals.

SEcoNDLY, it may be employed in the improvement of land,
in the purchafe of ufeful machines and inftruments of trade, or
in fuch-like things as yield a revenue or profit without changing
‘mafkers or circulating any further. Such capitals, therefore, may
very properly be called fixed capitals. '

DIFFERENT occupations require very different proportions be-
tween the fixed and circulating capitals employed in them.

" THE capital of a merchant, for example, is altogether a circu-
Jlating capital. He has occafion for no machines or inftruments
of trade, unlefs his fhop or warehoufe be confidered as fuch.

Somr part of the capital of every mafter artificer or manufac-

however, is very fmall in fome, and very great in others. A mafter
: ’ ' Uuz " taylor
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turer muft be fixed in the inftruments of his trade. This part, °
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taylor requires no other inftruments of trade but a parcel of needles..
Thofe of the mafter fhoemaker are a little, though but a very
little, more expenfive. Thofe of the weaver rife a good deal above
thofe of the fhoemaker. The far greater part of the capital of
all fuch mafter artificers, however, is circulated either i in the wages-
of their workmen, or in the price of their materials, and. repaid witl:
a profit by the price of the work.

In other works a much greater fixed capital is required: In a
great iron-work, for example, the furnace for melting the ore,

~ the forge, the {litt-mill, are inftruments of trade which cannot be-

erected without a very great expence. In coal-works and mines.
of every kind, the machinery neceflary both for drawing out the
water and for other purpofes, is frequently fill more expenfive,

Tuat part of the capital of the farmer which is employed iir
the inftruments of agriculture is a fixed'; that which is employcd,
in the wages and. maintenance of his labouring fervants, . is a circu—
latmg capital. He makes a profit of .the one by keeping it.in his-
own poflcflion, and of the other by paiting with it. "The price or

vatue of his labouring cattle is a fized capital in. the fame manner
as that of the inftruments of hutbandry : ‘Their maintenance is a.
circulating capital in the fame manner as that of the labouring
fervants. ‘The farmer makes his ploﬁt by keeping the labourmg
cattle, and by parting with their mainteriance. Both'the price and
the maintenance of the cattle which are bought in and fattened,
not for labour, but for fale, ar¢ a circulating capital, ‘The farmer
makes his profit by parting with them. A flock of fheep or a herd
of cattle that, in-a b1eedmg country, is bought in, neither for
labour nor for fale,but in order to make’ a profit by their wool,
by their milk, and by their increafe, is a fixed capital. The profit
is made by keeping them, ~ Their maintenance is a circulating

capital,
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c1fital The profit is made by parting with it; and it comes CHAP.
back with both its own profit, and, the profit upon the whole price e

of the cattle, in the price of the wool,” the milk, and the increafe,
The whole value of the feed too is properly a fixed capital. Tho’
it goes backwards and forwards between the ground ’a.nd the granary,
it never changes mafters, and therefore does not properly circulate,
Tlhe farmer makes his profit, not by its fale, but by its increafe.

Tue general ftock of any country or fociety is the fame witlx
that of all its inhabitants or members, and therefore naturally
divides itfelf into the fame three portions, each of which has a dif~
tinét funétion or office.. | :

Tue Firft, is that portion which is referved for immediate con-
fumption, and of which the charaéteriftick is, that it affords no
revenue or profit, It confifts in the ftock of food, cloaths, houf-
hold furniture, &c. which have been purchafed by their proper

confumers, but which are not yet entirely confumed. The whole:

ftock of mere dwelling Loufes too fubfifting at any one time in the
country, make a part of this firfk portion. . The ftock that is laid
out in a houfe, if it is to be the dwelling houfe of the proprictor,
ceafes from that moment to ferve in the function of a capital, or to.
afford any revenue to its owner. A dwelling houfe, as fuch, con-
tributes nothing to the revenue of its-inhabitant; and though it
is, no doubt, extremely ufeful to him, it is as his cloaths and:

houfhold furniture are ufeful to him, which, however, make a.

part of his expence, and not of his revenue. Ifitis to be lett to
a tenant for rent, as the houfe itfelf can.produce nothing, the
tenant muft always pay the rent out of fome other revenue which
he derives either from labour, or ftock, or land. Though a houfe,
therefore, may yield a revenue to its proprietor, and thereby ferve
in the function of a capital to him, it cannot yield any to the
: . publick,,
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facilitate and abridge labour :
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publick, nor ferve in the funétion of a capital to it, and the revenue
of the whole body of the people can never be in the fmalleft degree
increafed by it. Cloaths, and houfhold furniture, in the fame
manner, fometimes yicld a revenue, and thereby ferve in the func-
tion of a capital to particular perfons. In countries where maf-
querades are common, it is a trade to lett out mafquerade drefles
for a night. Upholfterers frequently lett furniture by the month
or by the year. Undertakers lett the furniture of funerals by the
day and by the week. Many people lett furnithed houfes, and get
a rent, not only for the ufe of the houfe, but for that of the fuy-

niture. The revenue, however, which is derived from fuch things, -

muft always be ultimately drawn from fome other fource of reve-
nue. Of all parts of the ftock, either of an individual, or of a
fociety, referved for immediate confumption, what is laid out in
houfes is moft flowly confumed. A ftock of cloaths may Iuft
feveral years: a flock of furniture half a century or a century :

‘but a ftock of houfes, well built and properly taken care of, may

lafe many centuries.. Though the period of their total confump-
tion, however, is more diftant, they are ftill as really a ftock re-
ferved: for immediate confumption as either cloaths, or houfhold
furniture. ‘

Tue Second of the three portions into which Atile general ftock
of the fociety divides itfelf, is the fixed capital ; of which the cha-
racteriftick is, that it affordsa revenue or profit without circulating

or changing mafters. It confifts chiefly of the four following -
" articles :

FirsT, of all ufeful machines and inftruments of trade which

SeconpLy, of all thofe profitable buildings which are the

- means of procuring a 1evenuc, not only to their proprictor who

letts
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letts them for a rent, but to the perfon who poH‘eﬂ"es them and CHAP.
pays that rent for.them; fuch as fhops, warchoufes, workhoufes, ‘o~

farmhoufes, with all their neceffary buildings, ftables, granaries,

&c. Thefe are very different from mere dwelling houfes. They

are a fort of inftruments of trade, and may be confidered in the
fame light : :

TurroLy, of the improvements of land, of what has been
profitably iaid out in clearing, draining, enclofing, manuring, and
reducing it into the condition moft proper for tilhge and culture.
An improved farm may very juftly be regarded in the fame light
as thofe ufeful machines which facilitate and abridge labour, and
by means of which, an equal circulating capltal can afford a much
greater revenue to its employer. An improved farm is equally
advantageous and more durable than any of thofe machines, fre-
quently requiring no other repairs than the moft profitable applica-
tion of the farmer’s capital employed in cultivating it :

FourTHLY, of the acquired and ufeful abilities of all the inha-
bitants or members of the fociety. The acquifition of fuch talents,
by the maintenance of the acquirer during his education, ftudy, or
apprenticefhip, always cofts a real expence, which is a capital
fixed and realized, as it were, in his perfon.  Thofe talents, as.
they make a i)al't of his fortune, fo do they likewife of that of the
fociety to which he belongs. The improved dexterity, of a work-
man may be confidered in the fame light as a machine or inftru-
ment of trade which facilitates and abridges labour, and which,
though it cofts a certain expence, repays that expence with a
profit.

Tuz Third and laft of the three portions into which the general
ftock of the fociety naturally divides itfelf, is the circulating capital;:

of
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of which the charafteriftick is, that it affords a revenue only by
circulating or changing mafters. It is compofed likewife of four
parts:

“FirsT, of the money by means of which all the other three are
circulated and diftributed to their proper ufers and confumers :

Scconpry, of the ftock of provifions which are in the pof-
{eflion of the butcher, the grazier, thefarmer, the corn-merchant,

the brewer, &c. and from the fale of which they expeét to derive

a profit:

TuirpLY, of the materials, whether altogether mde, or more
or lefs manufatured, of cloaths, furniture, and building, which
are not yet made up into any of thofe three fhapes, but which
remain in the hands of the growers, the manufacturers, the mercers
and drapers, - the timber-merchants, the carpenters and joiners, the
brickmakers, &c.

FourrTury, and laftly, of the work which is made up and
compleated, but which 1s fill in the hands of the merchant or
manufacturer, and not yet difpofed of or diftributed to the proper
ufers -and confumers’; fuch as the finithed work which we fre~
quently find ready made in the fhops of the fmith, the cabinet-
maker, the goldfmith, the jeweller, the china-merchant, &c. The

circulating capital confifts, in this manner, of the provifions, ma-’

terials, and finithed work of all kinds that are in the hands of their
refpeftive dealers, and of the money that is neceflary for circulating
and diftributing them to thofe who are finally to ufe or to confume
" ghem. '

o

.
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Or thefe four parts three, provifions, materials, and finifhed
work, are, cither annually, or in a longer or fhorter period, regu-
larly withdrawn from it, and placed either in the fixed capital or
in the frock-referved for immediate confumption, »

Every fixed capital is both originally derived from, and réquires
to be continually fupported by a circulating capital. All ufeful
machines and inftruments of trade are originally derived from a
circulating capital, which furnifhes the materials of which they are
made, and the maintenance of the workmen who make them.
They require too a capital of the fame kind to keep them in cori-
ftant repair.

No fixed capital can yield any revenue but by means of a circti~
Tating capital. 'The moft ufeful machines and inftruments of trade
will produce nothing without the circulating capital which affords
the materials they are émployed upon, and the mainténance of the
workmen who employ them. Land, however improved, will
yield no revenue without a circulating capital, which maintains the
labourers who cultivate and colleét its produce. ’

i To maintain and dugment thé ftock which may be referved for

immediate confumption, is the fole end and pxirpofe both of the

fixed and circulating capitals. It is this ftock which feeds, cloaths,

and lodg§s the people. Their riches or poverty depends upon the-
abundant or fparing fupplies which thofe two capitals can afford to

the ftock referved for immedjate confumption.

So great a part of the circulating capital being continually with-
Sxawn from it in order to be placed  in the other two branches of
1€ general ftock of the fociety, it muft in its turn require continual

Vor. I ’ X x fupplies,
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fupplics, thhout which it would foon ceafe to exift. Thefe fup- -

plies are principally drawn from three fources, the produce of land,

of mines, and of fitheries. Thefe afford continual fupplies of pro~
vifions and materials, of which part is afterwards wrought up into
finithed work, and by which are replaced the provifions, mate-
rials, and finifhed,work continually withdrawn from the circulating
capxtdl I‘xom ‘mines too is drawn what is neceffary for maintain-

ing and augmenting that part of it'which confifts in money. For °

though, in the ordinary courfe of bufinefs, this part is not, like
the other three, neceffarily withdrawn from it, in order to be p]acéd
in the other two branches of the general ftock of the fociety, it
muft, however, like all other things, be wafted and worn out at
laft, and fometimes too be ecither loft or fent abroad, and muft,
therefore, require continual, though, no doubt,. much fmaller
fupplies..

L aNp, mines, and ﬂﬂleues, require all both a fixed and a cir=

culating capital to cultivate them ; and their pxoduce replaces with
a-profit, not only thofe capitals, but all the others in the foc1ety.
Thus the farmer annually replaces to the manufacturer the provi-
fions which he had confumed and the materials which he had:
wrought up the year before ; and the manufaéturer replaces ta the-
farmer the finifhed work which he had wafted and worn out in the
fame time.. This is-the real exchange that is annually made between

thofe two orders of people, thiough it feldom happens that the rude-

produce of the one and the manufatured .produce of the other,
are direCtly bartered for one another; becaufe it feldom happens
that the farmer fells his corn and his cattle, his fiax and" Lis wool,,.
to the very fame perfon of whom he chufés to pmchafe the cloaths,.
furniture, and m{huments of trade which he wants. He fells,
therefore, his rude produce for money, with which he ¢an purchafe;
wherever it is to be had, the manufactured produce. he has occafion

fore

" fitheries and mines are cultivated.
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for. Land cven replaces, in part at leaft, the capitals with which CHAP.

which draws the fith from ‘the waters; and it is the produce
of the furface of the earth which extracts the minerals from its
bowels.

Tue produce of land, mines,- and fifheries, when their natural
fertility is equal, is in- proportion to the extent and proper appli-
cation of the capitals employed about them.  When the capitals
are equal and equally well applied, it is in proportion to their
natural fertility.

In all countries where there is tolerable fecﬁ;‘ity, every man of
common underftanding will endeavour to erﬁploy whatever ftock he
can command in procuring either prefent enjoyment or future profit.
If it is employed in procuring prefent enjoyment, it is a ftock referved
for immediate confumption. . If it is employed in procuring future
profit, it muft procure this profit either by ftaying with him, or by
going from him. In the one cafe it is a fixed, in the other itis a
circalating capital. A man muft be perfectly crazy who, where there
is tolerable fecurity, does not employ all the ftock which he com-
mands, whether it be his own or borrowed of other people, in
fome one or other of thofe three ways.

In thofe unfortunate countries, indeed, where men are continually
afraid of the violence of their fupcriors, they frequently bury and
conceal a great part of their ftock, in order to have it always at hand
to carry with them to fome place of fafety in cafe of their being
threatened with any of thofe difafters to” which they confider them-
{elves as at all times expofed. This is faid to be a common practice
in Turky, in Indoftan, and, I belicve, in moft other governments

Xxa2 . of

-It is the produce of land ‘===,
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BOOK of Afia. Itfeems to havebeen a common practice among our ancef-
v tors during the violence of the feudal government. Treafure-trove

was in thofe times confidered as no contemptible part of the revenue

of the greateft fovereigns in Europe. It confifted in fuch treafureas.

was found cpncc_:aled in the earth, and to which no particular perfon
could prove any right. ‘This was regarded in thofe times as fo im-
portant an obje¢t, that it was always confidered as. belonging to the
fovereign, and neither to the finder nor to the proprietor of the land,
unlefs the right to it had been conveyed to the latter by an exprefs

claufe in his charter. It was put upon the fame footing, with gold .

and filver mines, which, withouta fpecial claufe in the charter, were
never {uppofed to be comprehended in the general grant of the lands,.

though mines of lead, copper, tin, and coal were, as things of
~ fmaller confequence..
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of Money confidered as a particular Branch of the general Stock
“of the Society, or of the Expence of maintaining the National
) Capital. :

T has been fhewn in the firff book, that the price of the greater
part of commodities refolves itfelf into three parts, of which
one pays the wages of the labour, another the profits of the ftock,
and a third the rent of the land which had been employed in pro=.
ducing and bringing them to market: that there are, indeed, fome
commodities of which the price is made up of two of thofe parts:
only, the wages of labour, and the profits of ftock: and a very:
few in which it confifts altogether in one,. the wages of labour:.
but that the price of every commodity neceffarily refolves itfelf into
fome one or other or all of thefe three parts; every part of it which:
goes neither to rent nor to. wages, being neceffarily profit to fome-
body.. :

Since this is the café, it has been obferved, with regard to every
particular commodity, taken feparately; it muft be fo with re-
gard to all the commodities which compofe the whole annual:
produce of the land and labour of every country, taken complexly.
The whole price or exchangeable value of that annual prbduce,
muft refolve itfelf into the fame three parts, and be parcelled out:
among the different inhabitants of the country, either as the
wages of their labour, the profits of their ftock,. orthe rent of:
their land, ’ ’

Bur.

g

CHAP:
II.
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Bur though the whole value of the annual produce of the land

and labour of every country, is thus divided among and conftitutes
a revenue to its different inhabitarits, yet as in the rent of a pri-
vate cltate we diftinguifh between the grofs rent and the neat rent,
{o may we likewife in the revenue of all the inhabitants of a great
country.

THuE grofs rent of a private eftate comprehends whatever is paid
by the farmer:, the neat rent, what remains free to the landlord,
after deducting the cxpence of management, of repairs, and all’
other neceffary charges; or what, without hurting his eftate, he
can afford to place in his ftock referved for immediate confumption,
or to fpend upon his table, equipage, the ornaments of his houfe
and furniture, his private enjoyments -and amufements. His real
wealth is in proportion, not to his grofs, but to his neat rent,

Tue grofs revenue of all the inhabitants of a great country,
compichends the whole annual produce of their land and labour :
the neat revenue, what remains free to them aftcridedu&ing the
expence of maintaining; firft, tl}eix‘ fixed 5 and, fecondly, their
circulating capital; or what, without encroaching upon their ca-
pital, they can place in their ftock referved for immediate con-
fumption, or fpend upon their fubfiftence, conveniencies and
amufements. Their real wealth too is in proportion, not to their
grofs, but to their neat revenue. ‘

Tuz whole expence of maintaining the fixed capital, muft evi-
dently be excluded from the neat revenue of the fociety.  Neither
the materials neceflary for fupporting their ufeful machines and
infrruments of trade, their profitable buildings, &c. nor the pro- -
fhioning thofe- materials into the
proper form, can ever make any part of it. The price of
that Jubour may, indeed, make a part of it; as the workmen fo

employed
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employed may place the whole vah-le of their wages in their ftock
referved for immediate . confumption. "But in other forts of
labour, both the price and the produce go to this ftock, the price
to that of. the workmen, the produce to that of other people,
whofe fubfiftence, conveniencies, and amufements, are augmented
by the labour of thofc workmen. .

'Tue intention of the fixed capital is to increafe the productive
powers of labour, or to enable the fame num_ber of labourers to
perform a much greater quantity of work. In a farm where all
the neceflary buildings, fences, drains, communications, &c. are
in the moft perfect good order, the fame number of labourers and
labouring cattle will raife a much greater produce, than in one
of equal extent and equally good ground, but not furnifhed with
equal conveniencies. In manufactures the fame number of hands:
aflifted with the beft machinery, will work up a much greater
quantity of goods than with more imperfect inftruments of. trade.
The expence which is properly laid out upon a fixed capital of
any kind, is always repaid with great profit, and increafes the an-~

nual produce by a much greater value than that of the fupport

which fuch improvements require. This fupport, however, ftill

requires a certain portion of that produce. A certain quantity of

materials, and the labour of a certain number of workmen, beth
of which might have been immediately employed to augment the
food, cloathing, and lodging, the fubfiffence and conveniencies of
the fociety, are thus diverted to another employment, highly ad—.»
vantageous indeed, but ftill different from this one. It is upon
this account that all fuch improvements in mechanicks, as enable
the fame number of workmen to perform an equal quantity of
work, with cheaper and fimpler machinery than had been ufual

before, are always regarded as advantageous to every fociety. A

certain quantity of materials, and the labour of a. certain numbey
7 : of
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of workmen, which had before been employed in fupporting a
more complex and expenfive machinery, can afterwards be ap-
plied to augment the quantity of work which that or any other
machinery is ufeful only for performing. The undertaker of fome

-great manufactory who. employs a thoufand a-year in the main-

tenance of his machinery, if he can reduce this expence to five
hundred, will naturally employ the other five hundred in pur~
chafing an additional quantity of materials to be wrought up by
an additional number of workmen. The quantity of that work,
therefore, which his machinery was ufeful only for performing,
will naturally be angmented, and with it all the advantage and
conveniency which the fociety can derive from that work.

TuE expence of maintaining the fixed capital in a_great country,
may very properly be compared to that of repairs in a private eftate,
The expence of repairs may frequently be neceflary for fupporting
the produce of the eftate, and confequently both the grofs and the
neat rent of the landlord. When by a more proper diretion,
however, it can bediminifhed without occafioning any diminution
of produce, the grofs rent remains at leaft the fame as before, and
the neat rent is neceffarily augmented,

But though the whole expence of maintaining the fixed 7capital

is thus neceffarily excluded from the neat-revenue of the fociety,

itis not the fame cafe with that of maintaining the cuculatmg ca-
pital.  Of the four parts of which this latter capital is compofed,
money, provifions, materials, and finifhed work, the three laft,
ithas already been obferved, are regularly withdrawn from it, and

placed- either in the fixed capital of the fociety, or in their ftock
- referved for immediate confumption. Whatever portion of thofe

confumable goods is not -employed in - maintaining the former,
goes all to the latter, and makes a part of the neat rcvenue of the
fociety,
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{ociety. The maintenance of thofe three parts of the circulating CI{IAP
capital, therefore, withdraws no portion of the annual produce ———d

from the neat revenue of the fociety, befides what is neceffary for
maintaining the fixed capltal

Tue circulating capital of a fociety is in this refpet different
from- that of an individual. ‘That of an individual is totally ex-
cluded from making any part of his neat revenue, which muft con-
fift altogether in his profits. But though the circulating capital

of every individuial, makes a part of that of the fociety to which

he belongs, it is not upon that account totally excluded from:
making a part likewife of their neat revenue: Though the whole
goods in a merchant’s {fhop muft' by no means be placed in his
own ftock referved for immediate confumption, they may in that
of other peoplie, who from a revenue derived from other funds,
may regularly replace their value to him together with its profits,
without occafioning any (11m1nut1on cither of his capital or of
their’s.

Monzey, therefore, is the only part of the circulating capital

of a fociety of which the maintenance can occafion any diminution
in their neat revenue..

THE fixed capital, and that part of the circulating capital which

confifts in money, fo far as they affeCt the revenue of the fociety,.

bear a very great refemblance to one another.

FirsT, a5 thofe machines and infiruments of trade, &c. re=
quire a certain expence firft to erect them and afterwards to-fupport

them, both which expences, though tliey make a part of the grofs,.

are deduttions from the neat revenue of the fociety; fo the ftock

of money which circulates in.any country muft require a certain.
expence,.

‘ Yor. I, Yy
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b} (JIP K expence, firft to collettit, and afterwards to fupport it, both which
t—y— expences, though they make a part of the grofs, are, in the fame

manner, dedutions from the neat revenue of the fociety, A cer-
tain quantity of vcfy valuable materials, gold and filver, and of
very curious labour, inftead of augmenting the ftock referved for
immediate confumption, the fubfiftence, conveniencies, and amufe-
ments of individuals, is employed in fupporting that great but
expenfive inftrument of commerce, by means of which every indi-
vidual in the fociety has his fubﬁi’cence; conveniencies, and amufe-
ments, regularly diftributed to him in their proper proportions.

Seconpry, as the machines and inftruments of trade, &c, which
compofe the fixed capital cither of an individual or of a fociety,
make no part either of ‘the grofs or of the neat revenue of either;
fo money, by means of which the whole revenue of the fociety is
regularly diftributed among all its different members, makes itfelf
no part of that revenue. The great wheel of circulation is alto-
gether different from the goods which are circulated by .means
of it. ‘The revenue of the {ocicty confifts altogether in thofe goods,

“and not in the wheel which circulates them. In computing either

the grofs or the neat revenue of any focicty, we muft always, from
their whole annual circulation of money and goods, dedudt the
whole value of the money, of which not a fingle farthing can cver
make any part of either,

Iris the ambiguity of language only which can make this pro-
pofition appear either doubtful or paradoxical. When' properly
explained and underftood, it is almoft felf-evident. o

Wuen we talk of any particular fum of money, we foretimes
mean nothing but the metal picces of which it is compofed; and
fometimes we include in our meaning fome obfeure reference to

the
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the goods which can behad in exchange for it, or to the power of C HA
purchafing which the pofleflion of it conveys. ‘Thus when we fay, ——d

that the circulating money of England has been computed at
eighteen millions, .we mean only to exprefs the amount of the
metal pieces, which fome writers have computed or rather have
fuppofed to circulate in that country. But when we fay that a
man is worth fifty or a hundred pounds a-year, we mean com-
monly to exprefs not onty the amount of the metal picces which
are annually paid to him, but the value of the goods which he can
annually purcha“fe or confume. We mean commonly to af'cert:un
what is or ought to be his way of living, or the quantity and
quality of the neceffaries and conveniencics of life in which he:
can with propriety indulge himfelf.

Wuzn, by any particular fum of money, we mean not only to:
exprefs the amount of the metal pieces of which it is compofed,
but”to include in its fignification fome obfcure reference to the
goods which can be had in exchange for them, the wealth-or re-
venue which it in this cafe denotes, is equal only to one of the two-
values which are thus intimated fomewhat ambiguoufly by the
fame word, and to the latter more properly than to the former,
to the money’s-worth more properly than to the money.

Trus if a guinea be the weekly penfion of a pal'ticu.lar psrfo.n,.
he can in the courfe of the week purchafe with it a certain quantity
of fubfiftence, conveniencies, and amufements. ) In proportion as’
this quantity is great or {mall, fo arc his real riches, his 1'(;:1} weekly
revenue, His weekly revenue is certainly not equal beth to the
guinea, and to what can be purchafed with it, but only to one
or other of thofe two cqual values ; “and to the latter more pro-
perly than to the former, to the guinea’s-worth rather than to ‘thc
guinea,

Yy Ie
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Ir the penfion of fuch a perfon was paid to him, not in gold,
but in a weekly bill for a guinea, his revenue furcly would not fo
properly confift in the piece of paper, as in what he could get for
it. A guinea may be conlidered as a bill for a certain quantity

‘of neceffaries and conveniencies upon all the tradcfinen in the

neighbourhood.  The reventuc of the perfon to whom it is paid,
does not fo properly confift in the piece of gold, as in what he can
get for it, or in what he can exchange it for. If it could be ex~
changcd for nothing, it would, like a bill upon a bankr upt, be of

no more value than the moft ufelefs piece of papsi.

Tuovcu the weekly, or yearly revenue of all the different in-
habitants of any country, in the f1me manner, may be, and in
reality frequently is paid to them in money, their real riches, how-
ever, the real weekly or yearly revenue of all of them taken to-
gether, muft always be great or fmall in proportion to the quan-
tity of confumable goods which they can all of them purchafe with
this money. The whole revenue of all of them taken together is
evidently not equal to both the money and the confumable goods ;
but only to one or other of thofe two values, and to the latter
more properly than to the former.

Tuoven we frequently, therefore, exprefs a perfon’s revenuc
by the metal pieces which are annually paid to him, it is becaufe

the amount of thofe pieces regulates the extent of his power of -

purchafing, or the value of. the goods which he can annually af-
ford to confume. We Rill confider his revenue as confifting in
this power_of purchafing or confuming, and not in the pieceg

whick convey it.
Bu if this is fufficiently evident even with regard to an indivi-
dueal, it is fill more fo with regard to a fociety, The amount of
the
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the metal picces which are annually paid to an individual, is often C H]A P,
precifely equal to his revenue, and is upon that account the fhorteft vy
and beft expreflion of its value. But the amount of. the metal
pieces which circulate in a fociety, can never be equal to the re-
venue of all its members. As the fame guinea which pays the
weekly penﬁmf of onc man to-day, may pay that of another to-
inorrow, and that of a third the day thereafter, the amount of the
raetal pieces which annually circulate in any country, muft always
Dbe of much lefs value than the whole money penfions annually paid
with them. But the power of purchafing, the goods which can -
fucceffively be bought with the whole of thofe money penfions as
they are fucceffively paid, muft always be precifely of the . fame
value with thofe penfions; as muft likewife be the revenue of the
different perfons to whom they are paid. That revenue, there-
fore, cannot confift in thofe metal pieces, of which the amount is
{o much inferior to its value, but in the power of purchafing, in
the goods which can fucceffively be bought with them as they cir-
culate from hand to hand.

Money, therefore, the great wheel of circulation, the great
inftrument of commerce, like all other inftruments of trade,
though it makes a part and a very valuable part of the capital,

‘makes no part of the revenue of “the fociety to which it belongs;

and though the metal pieces of which it is compofed, in the courfe
of their annual circulation, diftribute to every man the revenue
‘which properly belongs to lum, they make. themfelves no part of
that revenue.

TuirDLY, and laftly, the machines and inftruments of trade,
&c. which compofe the fixed capital, bear this further refemblance
to that part of the circulating capital which confifts in money;

that as ever y faving in the expence-of clc&mg and fupporting thofe
machmes,
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machines, which does not diminifh the produétive powers of labour,

is an improvement of the neat revenue of the fociety; fo every faving
in the expence of colletting and fupporting that part of the cir~

culating capital which confifts in money, is an improvement of”

exaltly the fame kind,

It is fufficiently obvious, and it has partly too been explained
already, in what manner every faving in the expence of fupporting
the fixed capital is an improvement of the neat revenue of the
fociety. "The whole capital of the undertaker of every work is necef«

_farily divided between his fixed and his circulating capital. While his

whole capital remains the fame, the fmaller the one part, the greater
muft neceflarily be the other. It is the circulating capital which
furnifhes the materials and wages of labour, and puts induftry into
motion. Every faving, therefore, in the expence of maintaining
the fixed capital, which does not diminifh the produive powers
of Jabour, muftincreafe the fund which puts induftry into motion,
and confequently the annual produce of land and labour, the real
revenue of every fociety..

Tz fubftitution of paper in the rocom of gold and filver money,
replaces a very expenfive inftrument of commerce with one much
lefs cofily, and fometimes equally convenient. Circulation comes
to be carried on by a new wheel, which it cofts lefs both to ereét
and to maintain than the old one. But in what manner this opera-
tion is performed, and in what manner it tends to increafle
cither the grofs or the neat revenue of the fociety, is not
altogether fo obvious, and may therefore require fome further
explication. :

‘Tuere are feveral different forts of paper money ; but the circu-
Iating notes of banks and bankers are the fpecies which is bci’c
known, and which feems beft adapted for this purpofe,

7 ’ Weuey
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Waen the people of any particular country have fuch con- CHAP.

fidence in the fortune, probity, and prudence of a particular
banker, as to believe that he is always ready to pay upon demand
fuch of his promiffary notes as are likely to be at any time prefented
to him ; thofe notes come to have the fame currency as gold and
filver money, from the confidence that fuch money can at any time
be had for them,

A parTicULAR banker lends among his cuftomers his own
promiffary notes, to the extent, we fhall fuppofe, of a hundred
thoufand pounds.  As thofe notes ferve all the purpofes of money,
his debtors pay him the fame intereft as if he had lent them fo much
money. This intereft is the fource of his gain. Though fome of
thofe notes are continually coming back upon him for payment,
part of them continue to circulate for months and years together.
Though he has generally in circulation, therefore, notes to the
extent of a hundred thoufand pounds, twenty thoufand pounds in
gold and filver may, frequently, be a fufficient provifion for an-
fivering occafional demands. By this operation, therefore, twenty
thoufand pounds in gold and filver perform all the fun&ions which

.a hundred thoufand - could otherwife have performed. The

fame exchanges may be made, the fame quantity of confumable
goods may be circulated and diftributed to their proper confumers,
by means of his promiffary notes, to the value of a hundred thou-
fand pounds, as by an equal value of gold and filver money. Eighty
thoufand pounds of gold and filver, therefore, can, in this manner,
be fpared from the circulation of the country; and if different
oparatious of the fame kind, fhould, at the fame time, be carried
on by many different banks and bankers, the-whole circulation may
thus be conducted with 2 fifth part only of the gold and filver which
would otherwife have been requifite. ’

[
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LeT us fuppofe; for example, that the whole circulating money-

of fome particular country amounted, at a particular time, to one

million frerling, that fum being then fufficient for circulating the:
whole annual produce of their land and labour. Let us fuppofe:
too, that fome time thereafter, different banks and  bankers iffued.

Promiﬁ'ary notes, payable. to the bearer, to the extent of one

million, referving in their different coffers two hundred. thoufand.
‘pounds for anfivering occafional demands.  There would remain,

therefore,. in circulation, eight hundred thoufand pounds in gold
and filver, and a million of bank notes, or, eighteen hundred
thoufand pounds.of paper and money together. But the annual
produce of the land and labour of the country had before required

only one million to- circulate and diftribute it to its propex-
confumers,, and that annual. produce. cannot be immediately auga
mented by thofe operations of banking. One. million, therefore;.

will be fuficient to circulate it after them.. The goods to be bought

and fold being precifely the fame as before; the fame quantity of’

money will be fufficient. for buying and felling, them. The
channel of circulation, if I may be allowed fuch an expreffion, will.
remain precifely the fame as before.. One million we have fuppofed
fufficient to fill that channel., Whatever, therefore, is poured
into it beyond this fum, cannot run in it, but muft overflow.. One
million eight hundred thoufand pounds are-poured into it. Eight
hundred thoufand pounds, therefore, muft overflow,  that fum
being over and above what can be employed in the circulation of the
country. But though this fum cannot be employed at home, it is
too valuable to be allowed to lie idle. It will, therefore, be fent
abroad, in order to feck that . profitable employment which it
cannot find at home. But the paper cannot go.abroad ;. becaufe at
a diftance from the banks which iffue it, and from the country in
which payment of it can be cxacted by-law, it will not be
received in common payments. Gold and filver, therefore, to the

amount
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amount of eight hundred thoufand pounds will be fent abroad, and CH A P.
the channel of home circulation will remain filled with a million w-a

of paper, inftead of the million of thofe metals which filled it

before.

Bur though fo great a quantity of gold and filver is thus fent
abroad, we muft not imagine that it is fent abroad for nothing, or
that its proprietors maké a prefent of it to foreign nations. They
will exchange it for foreign goods of fome kind or another, in order

to fupply the confumption either of fome other foreign country or

of their own.

Ir they employ it in purchafing goods in one foi'eign country

in order to fupply the confumption of another, or in what is called .

the carrying trade, whatever profit they make will be an addition to

.the neat revenue of their own country. It is likea new fund, created

for carrying on . a new trade; domeftick bufinefs being now tranf-
adted by paper, and the gold and filver being converted into a fund
for this new trade.

1Ir they employ it in purchafing foreign 'goods for home con-
fumption, they may either, firft, purchafe fuch goods as are likely
to be confumed by idle people who produce nothing, fuch as foreign
wines, foreign filks, &c.; or, fecondly, they may purchale an
additional ftock of materials; tools, and provifions, in order to
maintain and employ an additional number of induftrious people,
who re-produce, w1th a pxoﬁt thée value of their annual.con-
fumptmn.

So far as it is employed in the firft way, it promotes-prodigality,
increafes expence and confumption without increafing produdtion,
or e{’mbhfhmg any permanent fund for fupporting that expence,
and is in every refpett hurtful to the fociety.

Vor. I, Zz
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So far as it is employed in the fecond way, it promotes induftry ;
and though it increafes the confumption of the fociety, it provides
a permanent fund for fupporting that confumption,” the people who
confume, re-producing, with a profit, the whole value of their
annual confumption. The grofs revenue of the fociety, the annual
produce of their Tand and labour, is increafed by the whole value
which the labour'of thofe workmen adds to the materials upon which
they are employed’; and their neat revenue by what remains of

this value, after deduéting what is neceffary for {upporting the.

tools and inftruments of their trade.

TrAT the greater part of the gold and filver which, being forced ;

abroad by thofe operations of banking, is employed in purchafing :
foreign goods for home confumption, is and muft be employed .’

in purchafing thofe of this fecond kind, feems, not only probable,
but almoft unavoidable. Though fome particular men may fome-

times increafe their expence very confiderably though their.revenue -

does not increafe at all, we may be affured that no.clafs or order.

of men ever does fo; becaufe, though the principles of ‘common :
prudence do not always govern the conduct of every individual, .
they always influence that of the majority of every.clafs or order. .
But the revenue of idle people; confidered .as a clafs or order,".
cannot, in the {malleft degree, be increafed by thofe operations of -
banking. ‘Their expence in general, therefore, cannot be much :
increafed by them, though that of a few. individuals among them .
The demand of idle people, |
being the fame, or very nearly the -
y fmall part of the money, which being forced
oyed in purchafing -
kely to be employed in .
The greater part of it will naturally -

be -

may, and in reality fometimes is.
therefore, for foreign goods,
fame, as before, a ver
abroad by thofe operations of banking, is empl
foreign goods for home confumption, is Ii
purchafing thofe for their ufe,
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be deftined for the employment of induftry, and not for the ma'x'n-
tenance of idlenefs. '

' VV:HEN we compute the quantity of induftry which the cir-
culating capital of any fociety can employ, we muft always have

‘regard to thofe parts of it only, which confift in provifions, mate-

rials, and finifhed work : the other, which confifts in money, and
which ferves only to circulate thofe three, muft al.ways be dedu.&ed.
In order to put indaftry into motion, three thlngg are requifite s
materials to work upon, tools to work with,. and the wages or
recompence for the fake of which the work is done. - M011ey is
neither a material to .work upon, nor a tool - to w01.‘k with ; ar}d
thdugh the wages of the workman are commonly paid to him in
money, . his real revenue, like that of all other men, confifts, notin

" the money, but in the money’s worth ; not in the metal pieces, but

in what can be got for them. -

Tnn :q@ntit'y of induftry which any capital can entxploy, muft,
evidently, be equal to the number of workmen whom it can fupply
with materials, tools, and a maintenance fuitable to the nature of
the work. (Money may be requifite for purchafing the mate-
sials and tools of the work, as well as the maintenance of the

workmen. But the quantity of induftry which the whole capital

35y
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can employ, is certainly not equal both to the money which pur-

chafes, and to the materials, tools, and maintenance, which are

purchafed with it; but only to one or other of thofe twa values,

and to the latter more properly than to the former.

WiEN paper is fubflituted in the room of gold and filver money,
the quantity of the materials, tools, and maintenance, which the
whole circulating capital can fupply, may be increafed by the whole
value of gold and filver which ufed to be employed in purchafing

' Zznaz them,
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BOOR them. The whole value of the great wheel of circulation and
\——J diftribution, is added to ‘the goods which are circulated and

diftributed by means of it. The operation, in fome meafure, re-
fembles that of the undertaker of fome great work, who, in confe~
quence of fome improvement in mechanicks, takes down his old
machinery, and adds the difference between its price and that of
the new to his circulating capital, to the fund from which he fm-
nifhes materials and wages to his workmen.

WaaT is the proportion which the circulating money of any
country bears to the whole value of the annual produce circulated

by means of it, it is, perhaps, impoffible to determine. It has

been . computed by different authors at. a fifth, at a tenth, at a
twentieth, ‘and at a thirtieth part of that value. But how finall
foever the proportion which the circulating money may bear
to the whole value of the annual produce, as but a part, and fre-
quently but a f{mall part, .of that produce, is ever deftined for the
maintenance of induftry, it muft always bear a very confiderable
proportion to that part. When, therefore, by the fubftitution of
paper, the gold and filver neceffary for circulation is reduced to,
perhaps, a fifth part of the former quantity, if the value of only
the greater part of the other four-fifths be added to the funds which
are deftined for the maintenance of induftry, it muft make a very
confiderable addition to the quantity of that induftry, and, con-
fequently, to the value of the annual produce of land and
_labour. . -

AN operation of this kind has, thhm thefe five and twenty or-

thirty years, been pe1f01med in Scotland, by the ereftion of newr
banking companies in almoft every confiderable town, and even in
fome country villages. The effeéts of it have been precifely thofe
above defcribed.  The bufinefs of the countly is. almoi’c entirely

: carried
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carried on by means of the paper of thofe different -banking CHAP.
companies, with which purchafes. and payments of all kinds ey

are commonly made. Silver very feldom appears, except in the
change of a twenty fhillings bank note, and gold fill feldomer.
But thougly the conduét of all thofe different companies has not
been unexceptionable, ~and. has accordingly required an aé of
parliament to regulate it; the country, notwithftanding, has.
evidently derived great benefit from their trade. I have heard it

.afferted, that the trade of the city of Glafgow doubled in about
fifteen years after the firft ereCtion of the banks there; and that the:

trade of Scotland has more than quadrupled fince the firft ereétion:
of the two publick banks at Edinburgh, of which the one, called-
The Bank of Scotland, was eftablifhed by att of parliament in-
1695, the other, called The Royal: Bank, by royal charter in
1727. Whether the trade, either of Scotland in general, or of
the city of Glafgow in particular; has really increafed in fo great
a proportion, during fo fhort a period,. I do not pretend to
know.. Ifeither of them has increafed in this proportion, it feems
to be an effect too great to be accounted for by the fole operation
of this caufe. ‘That the trade and’ mduﬂ:ry of Scotland, however,
have increafed very confiderably during this period, and that
the banks have contributed. a good deal to. this increafe, cannot
be doubted.

Taz value of the filver money which circulated in Scotland:
before. the. union,. in 1707, and which immediately. after it was.
brought into the bank of Scotland in. order to be re-coined,
amounted to 411, 1171 10s. gd. fterling.. No. account has been.
got of the gold coin ;. but it appears from. the antient accounts of
the mint of Scotland,. that the value of the gold annually coined
fomewhat exceeded that of the filver *.. There were a. good many.

people too upon this - occafion;. who, from a diffidence of re~

* See Rudiman’s Preface to Anderfon’s Diplomata, &c. Scotiz..

Vor. I. ¢ Z 3 payment;,
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payment, did not bring their filver into the bank of Scotland ; and
there was, befides, fome Englifh coin, which was not called
in. The whole value of the gold and filver, therefore, which
circulated in Scotland beforé the union, cannot be eftimated at
lefs than a million fterling. It feems to have conftituted almoft
the whole circulation of that country ; for though the circulation
of the bank of Scotland, which had then no rival, was con-
fiderable, it feems to have made but a very (imall part of the
whole. In the prefent times the whole circulation of - Scotland
cannot be cftimated at lefs than two millions, of which that part
which confifts in gold and filver, moft probably, does not amount
to half a million. But though the circulating gold and filver of
Scotland have fuffered fo great a diminution during this period,
its real riches and profperity do not appear to have fuffered any.
Its agriculture, manufatures, and trade, on the contrary, the
apnual produce of its land and labour, have evidently been
augmented. )

It is chiefly by difcounting bills of cxchange, that is, by ad-
vancing money upon them before they are due, that the greater
part of banks and bankers iffuc their promiffory notes. They
deduct always, upon whatever fum they advance, the legal
intereft till the bill fhall become due. The payment of the
bill, when it becomes due, replaces to the bank the value of
what had been advanced, together with a clear profit of the
imtereft. The banker who advances to the merchant whofe
bill he difcounts, not gold and filver, but his own promiffory
notes, has the advantage of being able to difcount to a greater
amount, by the whole value of his promiffory notes, which he
finds by cxperience, are commonly in circulation. He is thereby
enabled to make his clear gain of intereft on fo much a
larger fum. .

THE
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Tue commerce of Scotland, which at prefent is not very great, CHAP:
was ftill more inconfiderable when the two -firft banking. com- \,——{,I-—.J

panies were eftablithed ; and thofe companies would have had but

little trade, had they confined their bufinefs to the difcounting of
bills of exchange. They invented, therefore, another method of

ifluing their promiffary notes ; by granting, what they called, cath .
accounts, that is, by giving credit to the extent of a certain fum, .
(two or three thoufand pounds, for example), to any individual :
who could procure two perfons-of undoubted credit and good landed :

eftate to become furety for- him, that whatever money fhould be -
advanced to. him, within the fum for which the credit had been .
given, fhould be repaid upon demand, together with the legal:
intereft. Credits of this kind are, I believe, commonly granted by -

_banks and ‘ bankers in.all: different patts of . the world. . But the -
eafy terms upon which . the - Scotch banking ‘companies accept . of .

re-payment. are, fo far as I know, peculiar to them, and have,
perhaps, been the principal caufe, both of the great trade of thofe -

companies, and. of. the benefit. which.the. country has received :
from it:

WHoErVER hasa credit of this kind with one of thofe companiéé, ,
and borrows "a thoufand pounds upon it, for example, may repay -
this fum piece-meal, by twenty and thirty pounds at a time, ‘the :
company difcounting a proportionable part of the intereft of the -
great fum from the day on which each of thofe fmall fums is paid :
in, till the whole be'in this manner repaid. All merchants, there-
fore, and almoft all men of bufinefs, find it convenient to ke‘ep‘=
fuch cafh accounts with them, and are thereby interefted to vpro—-
mote the trade of thofe companies, by readily receiving their notes :
in all payments, and by.encouraging all thofe with whom they
have any influence to do the fame. The banks, when their cuftomers
apply to them for money, generally advance it to them in their own «

promiflary;
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BC%IOK pxomi{Tar}; notes. - “Thefe the merchants pay away to the manu-
vy fatturers for goods, the manufacturers to the farmers for mate-

rials’ and provifions, the farmers to their landlords for rent, the
landlords repay them to the merchants for the conveniencies and
luxuries with which they fupply them, and the merchants again
return them to the banks in order to balance their cath accounts,
or to replace what they may have borrowed of them; and- thus
almoft the whole money bufinefs of the country is tranfatted
by means of them. Hence, the great trade of thofe companies.

By means of thofe cafh accounts every merchant can, without
imprudence, carry on a greater trade than he otherwife could do.
If there are two merchants, one in London, and the other in
Edinburgh, who employ equal ftocks in the fame branch of trade,
the Edinburgh merchant can, without imprudence; carry on a
greater trade, and give employment to a greater number of people
than the London merchant. The London merchant muft always
keep by him a confiderable fum of money, either in his own
cofters, or in thofe of his banker, who gives him no intereft for
it, .in order to anfwer the demands continually coming upon
him for payment of the goods which he purchafes upon credit. Let
the ordinary amount of this fum be fuppofed five hundred pounds.

The value of the goods in his warehoufe muft always be lefs by
five hundred pounds than it, would have been, had he not been

obliged to keep fuch a fum unemployed. Leét us fuppofe that
he generally difpofes of his whole ftock upon hand, or of

goads to the value of his whole ftock upon hand, once in the

year. By being obliged to keep fo great a fum unemployed, he
muft fell in a year five hundred pounds worth lefs goods than he
might otherwife have done. His annual profits muft be lefs by
all that he could have made by the fale of five hundred pounds
worth more goods ; and the number of people employed in pre-
paring his goods for the market, muft be lefs by all thofe that

five
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five hundred pounds ‘more ftock could have employed. ‘The CHH{\ P,
merchant in Edinburgh, on the other hand, keeps no money ‘e—v—

-unemployed -for anfivering fuch occafional demands. When they

aftually come upon him, he fatisfies them from his cafh account
with the bank, and gradually replaces the fum borrowed with the
money or paper which- comes in from the occafional fales of his
goods, With the fame ftock, therefore, he can, without i imprudence,
have at all times in his warehoufe a larger quaitity of goods
than the London merchant; and can thereby both make a greater
profit himfelf, and give conftant employment o a greater number
of induftrious people who prepare thofe goods for the market.
Hence the great benefit which the country has derived from this
trade.

Tac facility of difcounting bills of exchange, it may be thought
indeed, gives the Englifh merchants a conveniency equivalent
to the cafh accounts of the Scotch merchants, But the Scotch
merchants, it muft be rernembered, can difcount their bills of ex-
change as eafily as the Englifh merchants; and have, befides, the
additional conveniency of their cafh accounts.

Tue whole paper money of every kind which can eafily circu-
late in any country never can esceed the value of the gold and
filver, of which it fupplies the place, or which (the commerce
being fuppofed ‘the fame) would circulate there, if there was no
papér money. If twenty fhilling notes, for example, ate the
lowelt paper money current in Scotland, the whole of that cur-
rency which can eafily circulate there cannot excced the fum
of gold and filver, which would be neceffary for tranfacting
the annual exchanges of twenty fhillings valug " and upwards
ufually tranfatted within that- country. Should the circulating
paper at any time cxceed that fum, as the excefs could neither

Vou. I. 3 A be
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be fent abroad nor be employed in the circulation of the country, it

muft immediately return upon the banks to be exchanged for-

gold and filver. Many people would immediately perceive that
they had more of this paper than was neceffary for tranfacting

their bufinefs at home, and as they could not fend it abroad, -

they would immediately demand payment of it from the banks.

When this fuperfluous paper was converted into gold and filver,

they could eafily find a ufe for it by fending it abroad; but they
could find none while it remained in the fhape of paper. There
would immediately, therefore, be a run upon the banks to the
whole extent of this fuperfluous paper, and, if they thowed any

difficulty or backwardnefs in payment, to a much greater extent ;.

the alarm, which this would occafion, neceffarily increafing the.
run.

Over and -above the expences whichi are common to- every.
branch of trade; fuch as the expence of houfe-rent, the wages
of fervants, clerks, accountants, &c.; the expences peculiar to a
bank confift chiefly in two articles :. Firft, in the expence of keep-
ing at all times in its coffers, for anfwering the occafional demands
of the holders of its notes, a large fum of money, of which it
lofes the. intereft : And, fecondly, in the expence of replenifhing

thofe coffers as faft as they are emptied by anfwering fuch occa-
fional demands, ' ; ) '

A BANKING, company which iffues. more paper than.can be
emplqyed in the circulation of the country, and.of which the
excefs is. continually returning upon them for payment, ought to
increafe the quantity. of gold and filver, which they keep at all
times in their coffers, not only in.proportion to this exceflive
increafe of their circulation, but in a much greater proportion ;
their notes returning upon them much fafter than in proportion

4 fo.
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, e ; : e, CHAP.
" to the excels of. their quantity. .Such a company, therefore, ©FHY/

ought to increafe the firft article of their expence, not only in ‘==

proportion to this forced increafe of their bufinefs, but in a much
greater proportion.

Tus coffers of fuch a company too, though they ought to
be filled much fuller; yet muft empty themfelves much fafter than
if their bufinefs was confined ‘within more reafonable bounds, and

muft require, not only a more violent, but a more conftant and
. uninterrupted exertion of expence: in order to replenifh them,

The coin too,  which is thus continually drawn in fuch- large

" quantities from their coffers, cannot be employed in the circula-

tion of the country. It comes in place of a paper which is over

“and above what can be employed in that circulation, and is there-
- i

fore, over and above what can be employed in it too. But as
that coin will not be allowed to lie idle, it muft, in one fhape
or another, be fent abroad, in order to find that profitable employ-
ment which it cannot find at home ; and this continual exportati?n
of gold and filver, by enhancing the difficulty, fnu[’c nf:m[fm‘xly
enhance ftill further the expence of the bank, in finding new
gold and filver in order to replenifh thofe coffers, which empty
themfelves fo very rapidly. Such a company, thcrefore,. muft,
in proportion to this forced increafe of their bufinefs, increafe
the fecond article of their expence ftill more than the firft.

LeT us ﬁlppofc that all the paper of a particular bgnk, which the
circulation of the country. can eafily abforb and emp}oy, amounts
exallly to forty thoufand pounds; and that for anfwering occafional
demands, this bank is obliged to keep at all times in its coffers ten
thoufand pounds in gold and filver, Should this bank attempt
to circulate forty-four thoufand pounds, the four thoufand pounds
which are over and above what the circulation can eafily abforb

3 A2 and
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BOOK and employ, will return upon it almoft as faft as they are iffued.
=~ For anfwering occafional demands, therefore, this bank ought to

keep at all times in its coffers; not eleveu.thoufand pounds only,
but fourteen thoufand pounds. It will thus gain nothing by
the intereft of the four thoufand pounds exceflive circulation ;
and it will lofe the whole expence of continually colleéting four
thoufand pounds in gold and filver which will be continually
going out of its coffers as faft as they are brought into them.

Hap every particular banking company always underftood and
attended to its own particular intereft, the circulation never
could have been overftocked with paper money. But every par-
ticular banking company has not always underftood or attended
to its own particalar intereft, and the circulation has frequently
been overftocked with paper money. ’

By iffuing too great a quantity of paper, of which the excefs
was continually returning, in order to be exchanged for gold and
filver, the bank of England was for many years together obliged to
coin gold to the extent of between eight hundred thoufand pounds
and a million a year ; orat an average, about eight hundred and fifty
thoufand pounds. For this great coinage, the bank (in confe-

" quence of the worn and degraded ftate into which the gold coin

had fallen a few years ago) was frequently obliged to purchafe gold
bullion at the high price of four pounds an ounce, which it
foon after iffied in coin at 3L 17s. 10d.2 an ounce, lofing in
this manner between two and a half and three per cent. upon
the coinage- of fo very large a fum. Though the bank there-
fore paid no feignorage, though the government was -properly
at the expence of the coinage, this liberality of government
did not prevent altogether the expence of the bank,

Tug
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Tur Scotch banks, in confequence of an ~cxcefs of the fame CI?III\ P,
kind, were all obliged to employ conftantly agents at London ‘=

to collet money for them, at an expence which was feldom below
onc and a half or two per cent. This money was fent down
by the waggon, and infured by the carriers at an additional expence
of three quarters per cent, or fifteen fhillings on "the hundred
pounds. Thofe agents were not always able to replenifh the
coffers of their employers fo faft as they were emptied. \In this
cafe the refource of the banks was," to draw upon their correfpon-
dents in London bills of cxchange to the extent of the fum which
they wanted. When thofe correfpondents afterwards drew upon
them for the payment of this fum, together with the intereft,
and a commiffion, fome of thofe banks, from the diftrefs into
which their exceffive circulation had thrown them, had fometimes
hio other means of fatisfying this draught but by drawing a
fecond fett of bills cither upon the fame, or upon fome other
correfpondents in London; and the fame fum, or rather bills for
the fame fum, would in this manner make fomet}mes more than
two or three journies; the debtor, bank, paying always the in-
tereft and commiffion upon the whole accumulated fum. Even
thofe Scotch banks which never diftinguifhed themfelves by their
extream imprudence, were fometimes obliged to employ this ruinous

refource.

Tue gold coin which was paid out either b.y the bank of

England, or by the Scotch banks, in exchange for that part of

their paper which 'was over and above what could be employed
in the circulation of the country, being likewife over and above
what could be employed in that circulation, was fometimes fent
abroad in the fhape of coin, fometimes melted down and fent
abroad in the fhape of bullion, and fometimes melted down and
fold to the bank of England at the high price of four pounds

7 an
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BOOK an ounce. It was the neweft, the heavieft, and the beft pieces
—~— only which were carefully picked out of the whole coin, and either

fent abroad -or melted down. At home, and while they remained
in the fhape of coin, thofe heavy pieces were of no more value
than the light : But they were of more value abroad, or when melted
down into bullion, athome. Thebank of England, notwithftanding
their great annual coinage, found to their aftonifhment, that
there was -every year the fame fearcity of coin as there had been
the year before; and that notwithftanding the great quantity
.of good and new coin which was every year ifflued from the
bank, the ftate of the coin, inftead of growing better and better,
became every year worfe and worfe. Every year they found
‘themfelves under the neceffity of coining nearly the fame quantity
9f gold as they had coined the year before, and from the con-
tinual rife in the price of gold bullion, in confequence of the
-continual wearing and clipping of the coin, the expence of this
great annual coinage became évery year greater and greater. The
bnuk of England, it is to be obferved, by fupplying its own
coffers with coin, isindiretly obliged to fupply the whole kingdom

into which coin is continually Howing from thofe coffers in a’l
great varicty of ways. Whatever coin therefore was wanted
to fupport this exceflive circulation both of Scotch and Englifh paper
money, whatever vacuities this exceflive circulation occafioned in
the neceffary coin of the kingdom 4, the bank of England was
obliged to fupply them. The Scotchbanks, no doubt, paid all
of them very dearly for their own irfxprudence and inattention

But the bank of England paid very dearly, not only for its own.

imprudence, but for the much greater imprudence of almoft all
the Scotch banks.

“Tue over trading of fome bold projetors in both parts of

the L'xmted kingdom, was the original caufe of this exceffive cir-
culation of paper money.

Wuat
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WiaT a bank can with propriety advance to a merchant -or
undertaker of any kind, is mot, either the whole capital with

which he trades, or even any confiderable’ part of that capital ;
:but that part of it only, which he would otherwife be obliged
.to keep by. him unemployed, and in ready money for anfwering
_occafional demands.  If the paper money which the bank advances

never exceeds this value, it can never cxceed the value of the

_gold and filver, which would neceffarily circulate in the country

if there was no paper money; it can never exceed the quan-
tity which the circulation of the country can eafily abforb and
employ.

Wuen a bank difcounts to a merchant a real bill of exchange
drawn by a real creditor upon a real debtor, and which, as foon
as it becomes due, is really paid by that debtor; it only advances
to him a part of the value which he would otherwife be obliged
to keep by him unemployed, and in ready money for anfwer~
ing occafional demands. The payment of the bill, when it
becomes duc, replaces to the bank the value of what it had
advanced, together with the intereft. The coffers of the bank, fo-
far as its dealings are confined to fuch. cuftomers, refemble a
water pond, from which, though a ftream is continually running,
out, yet another is continually running in, fully equal to that
~which rums out; fo that, without any further care or-,):}ttention,
the pond keeps always equally, or very near equally full. Little or
no expence can ever be neceffary for replenithing the coffers of.

" fuch a bank.

A ‘mercHANT, without over-trading, may- frequently have
occafion for a fum of ready money, -even when he has no bills to
difcount. When a bank, befides difcounting his bills, advances.
him likewife upon fuch occafions, fuch fums upon his cafh account,
and accepts of a piece-meal repayment as the money comes in:

367
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BOOK from'the occafional fale of his goods, upon the eafy terms of the

i " A Pn
ments from all their cuftomers, and did-not care to deal with LII
e — ‘bariking companies of Scotland; it difpenfes him - -entirely from

any perfon, whatever rmght be his fortune or credit, who did =2

‘the ncceﬁity of keeping any part of 'his ftock by-him unemployed,

-and in ready money for anfwermo occafional demands. ‘When

fuch demands attually come -upon:him, he-can’anfwer. them fuf-
~ﬁciehtlyfﬁ'om ‘his cafh ‘account. The bank, however, "in deal-
ing with fuch -cuftomers, ought:to obferve with great -attention,
whether in the courfe of- fome -fhort period- (of - four, five, . fix,
or eight-months, for example) the fum- of “the’ repayments which
it commonly receives from them, is, -or is-not, ‘ffully equal to
that of the advances which it commonly makes to them. . If,
within the courfe of fuch fhort periods, theé fum of the re-

payments from certain cuftomers is, upon moft occafions, fully
equal to that of the advances, it may - fafely continue to deal
with fuch cuftomers. Though the ftream which ‘is in ‘this cafe
contmually running out from its coffers may be very large, that
which'is continually running into them muft be at leaft equally
large s fo that without any further care or attention thofe coffers
are likely to be always equally or very near equally full ; and fearce
" ever to require any extraordinary expence to replenifh them. If,
‘on the contrary, the fam of the repayments’ from certain other
cuftomers falls commonly very much fhort of the advances which
it makes to them, it cannot with any fafety ‘continue to deal
with fuch cuftomers, at leaft if they continue "to "deal with it
in this manner. The fiream which is in this cafe continually
running out from its coffers is neceffarily much larger ' than that
which is continually running in; fo that, un]cfs they are reple-
nithed by fome .great and continual effort of cxpence thofe
coffers muft foon be exhaufted altogether.

THE bankmg companies of . Scotland, ‘accordingly, were for
along time very earcful to require frequent and regular répay-
ments

not - make,” what . they  called, frequent and regular operations
with - them, 1 By - this attention, -befides faving almoft entirely
the extraordinary expence of 1eplemﬂung their coffers, they gained
two other very confiderable advantages.

FirsT, by this: attention” they were enabled to make fome
tolerable ‘judgement concerning the thriving or declining cir-
cumftancés of their debtors, without being obliged to look out
for ‘any other evidence befides what their own books afforded
them ; men being for the moft part either regular or irregular
in their repayments, according as . their ‘circumftances -are either
thriving or declining.’ A private man who lends out his money
to perhaps half a dozen or a dozen of debtors, may, ecither by
himfelf or his agents, obferve and enquire both™ conftantly and
ﬁarefully into- the conduét and fituation ‘of each of ‘them. But
a banking company, which lends money to perhaps five hundred
different. people, and of which the attention is continually occu-
pied by objets of a - very different kind, can have no regular
information concerning the conduét and circumftances of the
greater- part - of “its debtors beyond’ what its own books afford
it. In requiring, frequent -and regular re-payments from all
their cuftomers, the banking companies of Scotland had probably
this advantage in view.

SECONDLY,. by this attention they fecured themfelves from
the poflibility of iffuing more paper money than what the cir-
culation of the country could eafily abforb and employ. When
they obferved that within moderatc periods of time the re-pay-
ments of a particular cuftomer were upon moft occaﬁons fully
equal to the advances’ which they had madé to him, they mlght

Vor. I, - 3B be
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B C%IO K be affured that the paper money which they had advanced to him,"
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“—— had not at any time exceéded the quantity of gold.and filver

which he would otherwife have been obliged to keep by him
for anfivering occafional demands ; and that confequently the paper
money which they had circulated by his means had not at any
time exceeded the quantity of gold and filver which would have
circulated in the country, had there been no Ppaper moriey. The
frequency, - regularity and amount of his re-payments would
fufficiently demonftrate that the amount of their advances had

at no time exceeded that part of his capital which he would

otherwife have been . obliged to keep by him unemployed, and
in ready money for anfwering occafional demands; that is,
for the purpofe of keeping the reft of his capital in conftant
employment. It is this part of his capital only which, within
moderate periods of time, is continually returning to every dealer
in the fhape of money, whether paper or coin, and continually
going from him in the fame fhape. If the advances of the bank
had commonly exceeded this part of his éapital, the ordinary
amount of his re-payments could not, within moderate periods
of time, have equalled the ordinary amount of its advances..
The frream which, by means of his dealings, was continually
running into the coffers qf the bank, could not have 'been equal
tf’ the fiream which, by means of the fame dealings, was con-
tinually running out. The advances of the bank paper, by exceed=

ing the quantity of gold and filver which, had there been no -

fuch a_dvances, he would have been obliged to keep by him for
an_fwef‘mg occafional demands, might foon come to exceed the whole
quantity of gold and filver which (the commerce being fuppofed the
fame) would have circulated in the country had tﬁere beenl?no paper:
money ; and cqnfequently to exceed the quantity which the cIi)r-
culation of the country could eafily abforb and employ; and th

excefs of this, paper money would immedjately have retur’ned upori

the .
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the bank in ‘order to be exchanged for gold and filver.  This fecond CHAP,

advantage, Y '
by all the different banking companies of Scotland as the firft.

WHEN, partly by the conveniency of difcounting_bills, a_nd
Iiartlyr'by that of cafh accounts, the creditable traders of any
country can be difpenfed from the neceflity of keeping any part
of their ftock by them, unemployed and in ready money, for
anfwering occafional demands, they can reafonably expett no
further afliftance from banks and bankers, who, when they have
gone thus far, cannot, confiftently with their own intereft and
{afety, go farther. "A bank cannot, confiftently with its own
intereft, advance to a trader the whole or even the greater part
of the circulating capital with which he trades; becaufe, though
that capital is continually returning to him in the fhape of money,
and going from him in the fame fhape, yet the whole of the re-
turns is too diftant from the whole of the out-goings, and the
fum of his repayments could not equal the fam of its advances
within fuch moderate periods of time as fuit the conveniency of
a bank. Still lefs could a bank afford to advance him any con-
fiderable part of his fixed capital; of the capital which the un-
dertaker of an iron forge, for example, employs in erefting his
forge and fmelting-houfe, his ‘work-houfes and warehoufes, the
dwelling houfes of his workmen, &c.; of the capital which the
undertaker of a mine employs in finking his fhafts, in ereéting
engines for drawing out the water, in making roads and waggon-
ways, &c. ; of the capital which the perfon who undertakes to improve
land employs in clearing, draining, enclofing, manuring and

ploughing wafte and uncultivated fields, in building farm-houfes '

with all their neceflary appendages- of ftables, granaries, &c.

The returns of the fixed capital are in almoft all cafes much )

flower than thofe of the circulating capital ; and fuch expenccs,
3 B2 even

“though equally real, was not perhaps fo well unde; ftood v
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BOOK even when laid out with the greateft prudence andjudgement,
\—y— very feldom return to the undertaker till after a period of many

years, a period by far:too diftant to fiit the conveniency of a
bank. ‘Traders and other undertakers may, no doubt, with
great propriety, carry on a very confiderable part of their projetts
with borrowed money In juftice to their crcdltors, however, their
own capital ought, in this cafe, to be fufficient. to enfure, if b
may fay fo, the capital of thofe creditors; or to render it ex-
treamly improbable that thofe creditors fhould i incur any lofs, even
though the fuccefs ‘of the proje¢t f(hould fall very much fhort of
the expectation of the projectors. Even with this precaution
too, the money which is borrowed, and which it is meant {hould
not be repaid till after a period of feveral years, ought not to
be borrowed of a bank, but ought to be borrowed upon bond
or mortgage, of fuch private people as propofe. to live upon the
intereft of their money, without taking the trouble themfelves
to employ the capital; and who are upon that account willing
to lend that capital to fuch people of good credit as are likely, to
keep it for feveral years. A bank, indeed, which lends its money
without the expence of ftampt paper, or of attornies fees for
drawing bonds and mortgages, and which accepts of repayment
upon the cafy terms of the,banking companies of Scotland 5
would, no doubt, be a very’convenient creditor to fuch traders
and undertakers. But {uch traders and undertakers would, furely,
be moft inconvenient debtors to fuch a bank.

It is now more than five and twenty years fince the paper
money iffued by the different banking companies of Scotland
was fully equal, or rather was fomewhat more than fully equal’
to what the circulation of the country could eafily abforb and
employ. 'Thofe companies, therefore, had fo long ago given
all the afliftance to the traders and other undertakers of Scotland

: - which
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whlch it is - pofﬁble “foi~ banks -anid - bankers, ¢onfiftently - With CHIf\ P,

theu ‘owit intereft; “to give:
more.’ They had over=tiaded 4 little; Ahd’ had broughf upoh them-
felves that lofs, or at leaft that diminution of ‘profit;” which i
this paltlcular bufinefs never fails to attend the finalleft degxec
of over-trading. *. Thoft tiaders and other undértakers, having got
fofmuch afliltance fromi: banks dfid: bahkels, w1{hed to’ gei il

~more;The banks, ‘they feemiifo have  thought,” could extend

their - cxedlts to whatevel furn inight be wanted without’ mcmrmg
any other expence befides - that " of a few reams of paper. They

complamed ‘of the contrafted ~views and- daftardly fpmt of the -

divectors ‘of thofe . banks;” whiéli*did ‘ nét,” they- fuid, extend’ their
credits in pxoportlon to the extenfion of the trade of the coun-
try;. ‘meaning, *-ho doubt, By the extenfion of that trade, the
extenfion- of : their own: projeéts .beyond" what they could carry
ori; - either. with :théif -own. capital, :or ‘with what:they: had credit
to borrow of private ‘péople “in the' ufual-way .of bond or mort-
gage. The banks, they feem to have thought, were in honour
bound to fupply the deficiency, and to . provide them with all
the capltal which they wanted- to -trade with, : The banks, Low-
ever, were .of _a’ different ‘opinion; and upon - their - rcfuﬁng to
extend thieir - ¢redits, fome- of * thofe tradérs had recourfe to an
expedxent .which, for a txme, ferved their purpofe, though at a
much greater expence, yet as effetually as the utmoft extenfion
of bank credits could have done. ‘This expedient was no other
than -the well-known fhift of drawing and re-drawing; the fhift

to which unfortunate traders have fometimes recourfe when they

are upon the brink of bankruptcy. - The pradlice of raifing
money in this manner had: been” long known in England, and
during “the courfe - of ‘the late war, when the hlgh ploﬁts of
trade afforded a great temptation to over- tradmg, is faid to have
been carried on to a’ very great extent, - From Ergland ‘it was

7 brought

ST Hey. - had " evenl ‘dofe” fomewhat ‘vl

ave
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BOOK brought .into , Scotland, where, in proportion to:the very limited
n.—-,,-w commerce, . and to the very moderate capxtal of the country, it

THE NATURE AND - CAUSES OF

"was foon carued on 40;a much grcater extent than, 1t ever had
been in England T L R L .

"THE pra&ice of -drawing and . re-drawing is .fo well known
1o all men-of bufinefs, that it may perhaps be thought unneceffary
to give any. account of . it.. .But-as this,book: may’comc into
as the effeés of this pradtice upon the banking tlade are not
perhaps generally underftood even .by men of bufinefs them-
felves, I fhall endeavour to explain it as diftinctly as I can. . .

Tue cuftoms of merchants,. which were eftablifhed when the
‘barbarous laws of Europe did not, enforce thé performance of
their contraéts, and which during the courfe of the two laft centuries
have been adopted into’the laws .of all European nations, have
given fuch extraordinary privileges to bills of "exchange, -that
money is more readily. advanced upon them, than upon any other
fpecies of obligation ; efpecially when they are made payable within
{fo fhort a period as two or three months after their date. .If when
the bill becomes due, the acceptor does not pay it as foon -as it

is prefented, he becomes from that moment a bankrupt. : The .

bill is protefted, and returns upon the drawer, who, if he does not
immediately pay it, becomes likewife a bankrupt. If before it
<came to the perfon who prefents it to the acceptor for pay-
ment, it had paffed through the hands of feveral other perfons,
who had fucceflively advanced to one another the contents of it
either in money or goods, and who, to-exprefs that each of .them
had in his turn received thofe contents, had all of them in their
order endorfed, that is, written .their names upon the back of
the bill ; each endoxfer becomes in his turn liable to the owner

“of
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of - the bill for thofe contents, and if he fails to pay he becomes ' C H AP

too from that moment 'a’ bankrupt.t::
ceptor, : and . endorfers of the bill fhould, all: of tliem, be- perfons
of doubtful’ credit; yet fHll the thortriefs of -the date gives fome-
fecurity to the owner of the bill. Though all 'of them may be:
very likely to become bankrupts s it is a chance if they all become
fo in fo fhort a’time,". The: hotufe is-crazy, fays a weary traveller
to himfelf;: and - will not ﬁand very. long, but it is a chance if
it falls to-night, and I wﬂl -venture, therefoxe, to ﬂeep in it.
to- mght - s

[EETT

- Tue trader A in Edinburgh, we {hall fuppofe, draws arbill'upom i

B in London,” payable two months after date.” In reality B in:
London owes nothing to A in Edinburgh; but he agrees to accept-
of A’s bill, upon-condition: that before. the: term of. payment he:
fhall redraw .upon’ A."in Edinburgh,. for.the fame fum, together
with the 'intereft and' a commiffion; another bill, payable- likewife-
two months after date. B accordingly, before the expiration of:
the firt two. months, re-draws this bill upon A in Edinburgh ;
who again, before the expiration of the fecond two months,:
draws a fecond” bill upon' B in- London, payable likewife two -
months: after - date; : and :before- the” expn'atlon of the third two-
months, B in London re-draws. upon. A in Edmbuxgh an--
ather bill,” payable- alfo two months- after ‘date. This pratice
has . fometimes gone on, not only .for. feveral. months,. but for:
feveral . years- together, the bill always: | returning. ' upon ' A. in

Edinburgh,. with the accumulated. intereft: and commiiffion - of. -

all the former bills. ‘The intereft: was: five per. cent.. in the

year, and the- commiflion was never lefs than one.half. per cent..

on cach draught. 'This. commiffion: being. repeated more than
fix times in the year, whatever money A might raife by this ex-
pedient muft. neceffarily have.coft him fomething more than eight

4, perv

‘Though' the ‘drawer, ac- b—-v*-‘
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BOOK. per.cent. in the year, and fometimes: a: great: deal :inore’s- when-
;.L cither the: price : of “the * commiflion- happened::ta: rife;: ox.when:

he - was ; obliged .to ‘payi compound intereft upon:-the. inge;-e(t;‘.;ang,
comuiffion, of  former; bills. /Thig practice was: called. raifing:
money by circulation. ; ...L i e w g e
o S iyt oud, Ly g Gl EREN
- In ‘a country where the ordinafy “profits::of !:ﬁoclf‘f-'.id #the:
greater’ part of mefcantile projecks ?qre~ fqPPof‘edr’ ‘té.) g‘un’»b'et'x‘u?cnt
fix and ten per cent.; it .muft have: been ‘atvery. fortunate’ fpe=!
culation of which the returns could not -only repay the enor-’
mous expence at which the money was thus bqrrowed fol:‘ car-
rying it on; -but afford, befides; a good furplus .pl‘oﬁt to the pro-
jeétor, 'Many vaft and- extenfive projects, however, were under-’
taken, and for feveral years cariied on without any other furid to’
{upport them befides what%vas raifed at this enormous ve?xpclzxcé.
The projectors,: no. doubt, .had -in’their golden: dreams. the maft
diftinék vifion of this'great profit.. Upon theiir awdking; however,
cither at the end-of their projeéts,. or when they. were. no longer:
able to. carry them on, they. very feldom, I believe, had the good
fort(me to find it.": - ) ST o RO
o . EEE B Ry . ‘

Lt

- Fur bills' which A in Edinburgh.déewiupon B in London, he
regularly difcotnted two months before they were-dug with fome
bank or bankerin -Edinburgli s and the bills which B i‘n'-Lor'ldon
re-drew upon A in’ Edinburgh; he as regularly difcounted: either
‘with'the bank‘of England; or with fome. other bankers in Lon-.
don. -Whatever was advanced’ upon. fuch’ circtlating  bills was, in
Edinburgh, advanced in the paper of the Scotch banks, and in
London, when they were difcounted at the bank of* England, in
the paper of that bank, Though the bills upon which this paper
had been "advanced, were'all of them repaid. in- their turn as foors
as they became duej yet the value which had been really ad-

. vanced
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vanced upon the firft bill, was never really returned to tlie banks CHA P.
which advanced it; becaufe before each bill became due, another tmymwy

bill was always drawn to fomewhat a greater amourit than the bill
which “was foon to be paid; and the difcounting of this other bill
was eflentially neceffary towards the payment of that which was
foon to be due. -This payment, therefore, was altogether fictiti-
ous, The ftream, which by means of thofe circulatifig bills - of
exchange, had once been made to run out from the coffers of the
banks, was never replaced by any ftream which really run’ into
them. ’

Tur paper which was iffued upon thofe circulating bills of
exchange, amounted, upon many occafions, to the whole fund
deftined for carrying on fome vaft and extenfive projet of agri=
culture, commerce, or manufaétures; and not ‘merely to that
part of it which, had there been no paper money, the projeétor
would have been obliged to keep by hirn, unemployed and in ready
money, for anfwering occafional demands. ~The greater part of
this paper was, confequently, over and above the value of the
gold and filver which would have circulated in: the coiint'fy, had
there been no paper money. " It was over’ and above, thertfore,
what the’ circulation of the country could~eaﬁily abforb and ef<
ploy, and, upon that élccoujnt,‘ irr'lhicdiately retuinied’ ui)c'ui the’
banks in order to be exchanged for gold and filver,” which they
were to find as they -could. It was 4 capital * which thofe
projectors had very artfully contrived to draw from thofe banks,
not only without their knowledgé or deliberate confent, but - for
fome time, perhaps, without their having the moft diftant fufpicion

that they had really advanced it.

WHEN two people, who ate continivally drawing and re-drawing
upon one danother, difcount their bills aIways with the fame banker,
Vor, I. 3 C he
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BOOK he muft immediately difcover what they are about, and fee clearly
.,,H._.; that they are trading, not with any capital of their own, but with

the capital which he advances to them, But this d1fcove1y 1s not. al—
together fo eafy when they difcount their bills fometimes thh one
banker, and fometimes with another, -and” when thie fame two per-
fons do not conftantly draw and re-draw upon ofe ‘another, but
occafionally run the round of a great circle of projetors, who find
it for their intereft to affift one another in this method of raifing
money, and to rénder it, . upon that ‘account, .as . difficult as pof-
fible to diftinguifh between a real and a fititious bill of exchange;
Detween a bill drawn by a real creditor upon.a real debtor, and a
bill for which thére ‘was properly no real-creditor but the bank
which difcounted it; nor any real debtor;but the prole&or whor
made ufe of the money. - When a banker- had. even made this.
difcovery, he might: fometimes make it too late, and might find,
that he had already difcounted the bills of thofe projetors to fo.
great an extent, that by refufing to difcount any more., 'he would:
neceffarily make them all bankrupts, and thus‘, by ruining them,
might perhaps ruin himfelf. For his own intereft and fafety,,
therefore, he might find it necefTary, in this very perilous fituation;,
to go on for fome time, endeavouring, however, to. withdraw-
gradually, and upon that account making every day greater and:
greater difficulties about difcounting; in order to force thofe projec--
tors by degrees to have recourfe; either to other bankers, or to:
other methods of 1a1ﬁng money;, fo as that he himfelf mlvht, as,
foon. as poflible, get out of thecircle. The difficulties, accgrdmglly,',
which. the bank of England,, which the piincipal -bankers. -in
London, and which even the more prudent - Scotch banks .began,,
after a certain-time, and when all of them: had already gone too,
far, to make about difcounting, not only alarmed, but enraged.:

in the higheft degree thofe. projetors. ‘Their own diftrefs, of.
which th]S prudent. and neceflary 1efe1veof the banks, was, no-

doubt;,
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doubt, the immediate occafion,’ they called the diftrefs of the coun- CHAP, .

try; and this dlﬁzrefs of the country, they faid, was altogether V_‘I,‘_,

owing to -the ignorance, puﬁl]ammxty, and ‘bad conduét of the

banks, which did not give a fufficiently liberal aid to the {pirited +
undertakings of thofe who exerted themfelves in order to beautify,
improve, and enrich the country. It:was the duty. of the banks, .

they feemed to think, to' lend for as long a time, and to as great .

an extent as they might wifh to borrow. -The banks, however, .

by refuﬁng in this manner to give more- credit to thofe to whom -

they had already given a great deal too much;. took the only method
by which it was now poflible to fave either their own credit, or the
publick credit of the country.

In the midft of this clamour and diftrefs, a new bank was efta-
blithed in Scotland for the exprefs purpofe of relieving the diftrefs
of the country. The defign was generous; but the execution
was imprudent, and the nature and caufes of the diftrefs which it
meant to relieve, were not, perhaps, well underftood. ThlS bank

was more liberal than any other had ever been, both in granting ‘

éafh accounts, and in difcounting bills of exchange. With ‘regard
tothe latter, it feems to have made fcarce any dlfhn&mn between
real and circulating bills, but to Have difcounted all ‘equally, It
was the avowed principle of this bank to advance, upon any rea-
fonable- fecwrity, the whole capital whxch was- to be employed in
1mp10vements of which the returns are the moft flow and diftant,
iuch as the improvements of land. 'To promiote fuch i improvements
was even faid to be the chief of the publick fpirited purpofes for
which it was inflituted. By its liberality in granting cafh accounts,
and in difcounting bills of exchange, it, no doubt, iffued great
quantities of its bank-notes. But thofe bank-notes being, the
greater part of them, over and above what the circulation of the
country could eafily abforb ‘and employ, - returned upon it, in

h 3Ca2 . order
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BOOK order to be exchanged for gold and filver, as faft as they were
v~ iffued. Its coffers were never well filled. . The capital which had

been fubferibed to this bank at two different fubferiptions, amounted
to one hundred and fixty thoufand pounds, of which eighty per
cent. only was paid up. This fum ought to have been paid in
at feveral different inftallments, A great part of the proprietors,
when they paid in their firft inf’fallmcnt, opened a cafh account
with the banlk; and the dircétors, thinking themfelves obliged to
treat their own proprietors with the fame liberality with which they
treated all other men, allowed many of them to borrow upon this
cath account what they paid in upon all their fubfequent inftall-

ments. Such payments, therefore, only put into one coffer, what had-

the moment before been taken out of another. But had the coffers of
this bank been filled ever fo well, its exceffive circulation muft
have emptied them fafter than they could have been replenifhed

by any other expedient but the ruinous one of drawing upon Lon-.

don,” and when the bill became . due, paying it, together with
intereft and commiffion, by another draught upon the fame place.
Its coffers having been filled fo very ill, it is faid to have been
driven to this refource within a very few months after it began to
do bufinefs. The eftates of the proprietors of this bank were
worth feveral millions, and by their fubfcription to the original
bond or contract of the bank, were really pledged for anfwering
all its engagements. By means of the great credit which fo great

a pledge neceffarily gave it, it was, notwithftanding its too liberal

conduét, enabled to carry on bufinels for more than ‘two years.
When it was obliged to ftop, it had in the circulation about
two hundred thoufand pounds in bank-notes. In order to fup=
port the circulation of thofe notes, which were continually return-
mg upon it as faft as they were. iflued, it had been conftantly
in the practice of drawing bills of exchange upon London, of
which the number and value were continually . increafing, and,

4 when
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when it ftopt, amounted to upwards of fix hundred thoufand CHAP.

pounds, This bank, therefore, had, in little more than the
courfe of two years, advanced to different “people upwards of
eight hundred thoufand pounds at five per cent. Upon the two
hundred thoufand pounds which it circulated in bank-notes, this
five per cent. might, perhaps, be confidered as clear gain, without
any other deduction befides the ecxpence of management. ~But
upon upwards of fix hundred thoufand pounds, for which it was
continually drawing bills of exchange upon London, it was paying,
in the way of intereft and commiffion, upwards of eight per
cent. and was confequently lofing more than three per cent. upon
more than three-fourths of all its dealings.

Tue operations of this bank feem to have produced effefts quite
oppofite to thofe which were intended by the particular perfons
who planned and direted it. = They feem to have intended to fup-
port the fpirited undertakings, for as fuch they confidered them,
which were at that time carrying on in different parts of the coun-
try; “and at the fame time, by drawing the whole banking bufinefs
to themfelves, to fupplant all the other Scotch banks; particularly
thofe eftablifhed at Edinburgh, whofe backwardnefs in difcounting;
bills of exchange’ had given- fome offence. 'This bank, no doubst,
gave fome temporary relief to thofe projectors, and enabled them
to carry on their projects for about two years longer than they
could otherwife have done. But it thereby only enabled theni to
get fo much deeper into debt, fo that when ruin came, it fell fo.
much the heavier both upon them and upon their creditors. The
operations of this bank, therefore, inftead of 1'eliev11ig, in reality
aggravated in the long-run the diftrefs which thofe projectors had
brought both upon themfelves and upon their country. It would have
been much better for themfelves, their creditors and their country,
had the greater part of them been obliged to ftop two years fooner

than
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BOOXK than they attually did. The temporary. relief, however, which
—y— this bank afforded to thofe projectors, proved a real and permanent

relief to the other Scotch banks. All the dealers in circulating bills
of e')écllailgé, which thofe other banks had become fo backward in
difébunting, had recourfe to this new bank, where they were re-

-ceived with open arms. Thofe other banks, therefore, were

cnabled to get very eafily out.of that fatal circle, from which they
could not otherwife have difengaged themfelves without incurring
a confiderable lofs, and perhaps too even fome degree of dif-
credit. ‘ o

In the long-run, therefore, the operations of this bank increafed
the real diftrefs of the country which it meant to rclieve; and
effeCtually relieved from a very great diftrefs thofe rivals whom it
meant to fupplant.

- AT the firft fetting out of this bank, it was the opinion of f?me
:peoplé,, that how faft foever its coffers ‘might be emptie(.l, it might
cafily replenifh them by raifing money upon ‘the fecurities of thofe
to whom it had -advanced its paper. " Expeiience,. I believe, foon
convinced ‘them' that - this method of . raifing’ money was-.by much

" too flow to anfwer. their purpofe; and that coffers which- originally

were fo ill filled,- and which enii:\tied themfelves fo very faft, could
be reinl_éiliﬂléd‘by no other jexp'edient but the ruinous one of dra\'ying
bills upon London, and’ when they  became due, paying them'by
other draughts upon_the fame place with accumulated intereft and
commiffion. - But though they had been able by this method to
raife mbuey as faft as they wanted it; yet inftead of making a
profit, they muft have fuffered a lofs by every fuch operation; fo
that in the long-run they muft have ruined themfelves as a mer-
«cantile company, though, perhaps, not fo foon as by the more
expenfive prattice of drawing and re-drawing. They couldlﬂill
’ ' - have
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fhave made nothing By the intereft of the pape'r; whicli, 'being' over CHAP.
and above what the circulation of the country could abforb and mymnd

employ, returned upon them, ‘in order to be exchanged for gold

and filver, as faft as they iffued it; and for the payment of which

they were themfelves continually obliged to borrow money. On

the contrary, the whole cxpence of this borrowing, of employing
agents, to look out for people who-had money- to lend; of nego-
ciating with thofe people, and of drawing the proper bond or affign~

ment, muft have fallen upon them, and have been fo much clear

lofs upon:. the balance of their.accounts. . The project of replenifli-
ing their coffers in this manner may be*compared ‘to that of a man
who. had a- water-pond " from which a fifeam was continually
running out, and into which no fircam was continually running,
but who' propofed ‘to keep it always.equally full by employing a

- number of people to-go continually with buckets to a well. at fome-

miles diftance in order. to bring water to replenifh:it..

Bur vt_hough this operation had proved, not only. pra&icablé,v
but profitable to the bank as a mercantile company ;. yet the-

country could. have derived no benefit from it; but, on kthe con-
trary, muft have fuffered a very confiderable lofs.by.it. This ope-
ration’ could’ not augment in the {malleft degree the quantity of:

money to be lent, It could ‘only have erefted’ this bank: into -

a fort: of general: loan office for the whole country: Thofe:
who wanted to borrow, muft have applicd to this bank, inftead of
applying to the private perfons who had lent jt their money. But:
a bank- which lends ' money, perhaps, to five hundred different’
people, the- greater part of whom its director’s can know very little

about, is: not likely to be inorg judicious' in the choice of its.
debtors; than a-private perfon who'lends out his monéy -among -

a few people - whom' he knows, ‘and- in whofe fober and:frugal® ’

conduét he thinks he hasi'good reafon to confide. The debtors:
of fuch a bank, . as- that whofe conduét I. have been giving fome-
- account:
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BQOK account of, were likely, the greater part of them, to be chime-
‘—~— rical projeftors, the drawers and re-drawers of circulating bills

of exchange, who would employ the money in extravagant under-
takings, which, with all the affiftance that could be given them,
they would probably never be able to complete, and which, if
they fhould be compleated, would never repay the expence which
they had really coft, would never afford a fund capable of main-
taining a quantity of labour equal to that which had been em-
ployed about them. The fober and frugal debtors of private
perfons, on the contrary, would be more likely to employ the
money borrowed in fober undertakings which were proportioned
to their “capitals, and which, though they might have lefs of
-the grand and the marvellous, would have more of the {olid
and' the profitable, which would repay with a large profit what-
ever had been laid out upon them, and which would thus afford
a fund capable of maintaining a much greater quantity of labour
than that which had Dbeen employed about them. The fuccefs
of this operation, therefore, without encreafing in the fmalleft
degree the capital of the country, would only have transferred a
great part of it from. prudent and profitable, to imprudent and
unprofitable undertakings.

Tuat the induftry of Scot]and languifhed for want of money
to employ it, was the opinion of the famous Mr. Law. By efta-
blifhing a bank of a particular kind, which, he feéms to have
imagined, might iffue paper to the amount of the whole value
of all the lands in the country, he propofed to remedy this want of
money. The parliament of Scotland, .when he firft propofed his
projet, did not think proper to adopt it. It was afterwards
adopted, with fome variations, by the duke of Orleans, at that
time regent of France. The idea of the poflibility of multiplying
paper money to almoft any extent, was the real foundation of what
is called the Mifliflippi fcheme, the moft extravagant projeét botl}

o
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of banking and ftock-jobbing that, perhaps,” the world ever faw.
* The different operations of this fcheme are explained fo fully, fo

clearly, and with fo much order and diftinénefs, by Mr, Du
Verney, in his Examination of the Political Refletions upon

. Commerce and Finances of Mr. Du Tot, that I fhall not give
‘any account of them. The principles upon which it was founded

are éxplained by Mr. Law himfclf, in a difcourfe concerning money
and trade, which he publithed in Scotland when he firft propofed

his projet. The fplendid, but vifionary ideas which are fet forth

in that and fome other works upon the fame principles, fill con-
tinue to make. an impreffion upon many people, and have, perhaps,
in part, contributed to that excefs of banking, which has of late
been complained of both in Scotland and in other places.

Tug bank of England is the greateft bank of circulation in
.Etuopy. It was incorporated, in purfuance of an act ‘of parlia-
ment, by a charter under the great feal, dated the 27th July, 1694
1t at that time advanced to government the fum of one million two
hundred thoufand pounds, for an 'mnmty of one hundled thou=
fand pounds ; or for ¢6, oool a year intereft, at the rate of exght
per cent., and 4000 1. a year for the expence of management, The
credit of the new - government, eftablithed by the - revolution, we
may beheve, muft have been very low, when it was obliged to
borrow at fo high an intereft. ‘

In 1697 the bank was allowed to enlarge its caplt'xl frock by an
engraftment of 1,001,171 1. 10s. Its whole capital ftock, therc-
fore, amounted ‘at this txme to 2,201, i71l. 10s. This engraft-
ment is faid to have been for the fupport of publick c1echt. In 1696
tallics had been at forty, and ﬁfty, and fixty per cent. difcount,
and bank notes at twenty per cent.*. During the great recoinage of
the filver, which was going on at l]us time, the bank had thought
proper to difcontinuc, the payment of its .notes,” which ncceﬂ'uﬂy
occafioned their difer edit.

# James Poftlethwaite’s Hiftory of the Publick Revenue, page jor,
Vor. L. 3 D In

383
CHAP.

ey



386

THE NATURE AND CAUSES OF

BOOK  Iw purfuance of the yth-Anne, c. vii, the bank advanced and
t—-— paid into the exchequer, the fum of 4oo0,000l.; making in-

the fum of 3,375,027 175, 104d.

all the fum of 1,600,000l1, which it had advanced upbn its.

original amnuity of g6,0001. intereft and goool. for expence of
management. I 1708, therefore, the credit of government was as
good as that of private perfons, fince it could borrow at fix per

cent. intereft, the common' legal and market rate of thofe times. In.

purfuance of the fame a&, the bank cancelled exchequer bills to

~ the amount of 1,775,027L 17s. 101d. at fix per cent. intereft,,

and was at the fame time allowed to take in fubfcriptions for
doubling its capital. In 1708, therefore, the capital of the bank
amounted to 4,402,3431.; and it had advanced te government

4

By a call of fifteen per cent. in 1709, there was paid in and.
made flock 656,2041. 15. gd.; and by another of ten per cent..
in 1710, 501,448l 125. 11d. In confequence of thofe two.
calls, therefore, the bank capital amounted:to 5,559,995 1. 14s.. 8d..

In purfiance of the 8th George I."c: xxi. the bank pul‘éllafed'
of the South Sea Company, ftock to the amount of 4,000,0001. ;.
and in 1722, in confequence of the fubferiptions which it had
taken in for enabling it to make this purchafe, its capital ftock was
increafed by 3,400,000l At this time, thercfore,. the bank had.
advanced to- the publick 9,375,027 1. 17 s. 10id:; and its capital.
ftock amounted only to 8,959,995 1. 145. 8d. It was upon this
i_.)ccaﬁon that the fum which the bank had advanced to the publick,.
and for which it received intereft, began firft to exceed its capital ftock,
or the fum for which it paid-a dividend: to- the proprictors of bank:
ftock ; or, in other words, that the bank began to have an undi-.
vided capital, over and above its divided one.. It has continued to-
have an undivided capital' of the fame kind ever fince. In 1746:

* the bank had,. upon different occafions, advanced to. the pub~

lick:
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fick 11,686,800 1. and its divided capital had been raifed by different € I}IA P.
«calls and fubfcriptions to 10,780,0001. The ftate of thofe two ey

{ums has continued to be ‘the fame ever fince. In purfuance of the
4th of George III. c. 25. the bank agreed to pay.to government for
ithe renewal of its-charter, 110,0001. without intereft or repayment.
This fum, therefore, did not increafe cither of thefe two other fums,

‘Tue dividend of the bank has varied according to the variations
in the rate of the intereft which it has, at different times, received
#or. the money it had advanced to the publick, as well as according
to other circumftances. - This rate of intereft has gradually

‘been reduced from eight to three per cent, For fome years

paft the bank dividend has been at five and a half per cent.

Tug fability of the bank of England is equal to that of the

. Britifh government. All" that it has advanced ‘to the publick muft

be loft before its creditors can fuftain any lofs. No other
banking company in England can be eftablifhed by att .of parlia-
ment, or can confift of more than fix members. It é&s, not only
:as an ordinary bank, but as a-great engine of ftate. It reccives and
pays the greater part of the annuities which are due-to the creditors
of the .publick, it circulates exchequer bills, and it advances to
:government the annual amount of the land and malt taxes, which
are frequently not paid up till fome years thercafter. In thofe dif-

ferent operations, its duty to the publick may fometimes have °

-obliged it, without any fault of its directors, to overftock the cir-
-culation with paper money. i; likewife difcounts merchants bills,
-and ‘has, upon feveral different occafions, fupported the credit of the
principal houfes, not only of England, but of Hamburgh and
Holland. Upon one occafion it is faid to have advanced for this pur-
‘pofe, in one week, about 1,6c0,000 lL;a great part of it in bullion.
I do not, however, pretend to warrant either the greatnefs of the
fim, or the thortnefs of the time. Upon other occafions, this great
«ompany has been reduced to the neceflity of paying in fixpences.
3D a2 Ir
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IT is not by augmenting the capntal of the’ country, but by
_rendering a greater part of that capital active and produétive
than would otherwife: be fo, that the moft judicious operations
of banking can increafe the induftry of the.country. That part
of his capltal which a dealer is obliged to keep by him unem-
ployed, and in 1eady money- for. anfwcnng occafional demands,.
is fo much dead ftock, which, fo long as it remains in this fita-
ation, produces nothing ecither to him or to his country. The
judicious operations of banking, enable- him to convert this dead
ftock into ative and produétive ftock; into materials to work
upon, into tools to work with, and into plovlilons and fub-
fiftence to work for; into- ftock wlich- produces fomethmg both
to him and to his country. - The gold and filver money which
circulates in any country, and by means of which, the produce
of its land and labour is' annually circulated and diftributed to
the proper confumers, is, in the fame manner as the 1eady ‘money
of the dealer, all dead ftock. It is. a very. valuable part of . the
capital of the country, which produces nothing to the country.
"The judicious operations of banking, by fubftituting paper in the’
room of a great part of this gold and filver, enables the countr '
to convert a great part of this dead ftock into aétive and produc-
tive ftock ; into ftock which produces fomething to the country..
‘The gold and filver money which . cifculates. in any country
1111y very. properly be compared to a. highway, which, while it
circulates and carries to. market all the grafs and corn of the-
country, produces itfelf not a fingle pile of either. The judi-
cious operations. of banking, by providing, if I may be allowed
fo violent a- metaphor, a fort of waggon- way through the air;
cnable the country to convert, as it were, a great part of its.
highways into good paftures and corn fields, and thereby to. in~-
creafe very confiderably the annual produce. of its land and labour,
"The commerce. and induftry of. the countr ¥, however, it muft be
acknowledged, though they may be fomewhat augmented, cannot

be.
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be altogether fo fecure, ‘when they are thus, as it were, fufpended CH IAP
upon the Dadalian wings of paper money, as when they travel e

about upon the folid ground of gold and filver., Over and above

the accidents to which they are expofed from the unfkilfulnefs of

the conductors of this paper money, they are liable to feveral others,
from which- no prudence’ or {kill' of thofe conduétors can guard
them..

An unfuccefsful war, for example, in which the enemy-*got

poffeflion of the capital, and confequently of that treafure which
fupported the credit of. the papex money, would occafion a much
greater confuﬁon In a countty where the whole circulation was
cartied on by paper, than in one where the greater part of it ‘was
carried- on by gold and. ﬁlvel. The ufaal inftrament of commerce
having loft its value, no “exchanges could be made but exthcn by
barter or upon credit.. All taxes having been ufually paid in paper
money,. the prince would not have whexethhal either to pay his
troops, or to furnifh his 3 magazines ; and the ftate of the country

would be much more irretrievable than if the greater part of its:
A prince,” anxious to-
maintain his dominions at ‘all times in the ftate in which he can.
motk eafily defend them, ought, upon this account; to guard, not )
only againft that exceffive multiplication of paper money whicii.

circulation had confifted in gold and filver. -

ruins the very banks which iffue it; but even againft that multit .

plication of it, which enables them to ﬁll the greater part of the:

circulation-of the country with its.

Tue circolation: of every country may be confidered- as divided

into two different branches ; the circulation -of the dealers with one -

another, and the circulation between the. dealers-and the .confumers. .
Though the fame pieces of money, whether paper or. metal, .may
be employed fometimes i the one circulation and fometimes-in the
ather, yet as both are conftantly going on at.the fame. time, .each

requires.:
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BOOK ~1-eq-uirfes a certain {tock of money of one kind or gno‘bhe-i', to cairy
\,-I—f,l‘.: it on. The valuc of the. goods circulated between the different

dealers, never can exceed the value of thofe circulated between the
dealers and the confumers; whatever is bought by the dealers,
Deing ultimately deftined to be fold to the confumers. The circu~
lation betsveen the dealers, as it is carried on by wholefale, vequires
generally a pretty large fum for every particular tranfation. That
between the dealers and the confumers, on the contrary, as it is

'gem.elra'l'ly carried on by retail, freqixent]y 1‘equires but very {mall

ones, a fhilling, or even a halfpenny, being often fufficient. But
{mall fams circulate much fafterthan large ones. A Shilling changes
mafters more frequently than a guinea, and a halfpenny more
frequently than a fhilling. Though the annual purchafes of all
the confumers, therefore, are at leaft equal in value to thofe of all
the dealers, ‘they can generally be tranfacted with a much fmaller
quantity of moeney; the fame pieces, by a more rapid .circulation,
ferving as the inftrument of many more purchafes of the one kind
than of the other. '

Parer money may be fo regulated, -as -either to confine itfelf
very much to the circulation between the different dealers, or to
extend itfelf likewife to a great part of that between the dealers
and the confumers. 'Where no bank notes are circulated under ten
pounds value, as'in London, paper money confines itfelf very much
to the circulation between the dealers, When a ten pound bank
note comes into the hands of a confumer, he is generally obliged to
«change it at the firft fhop where he has occafion to purchafe five
fhillings worth of .goods, fo that it often returns into the hands of
a dealer, before ‘the -confumer has fpent the fortieth part of the
money. ‘Where bank notes are iffued for fo fmall fums as twenty
fhillings, as in Scotland, paper money extends itfelf toa confiderable
part of the circulation between dealers and confumers. Before the
act of parliament, which put a flop to the circulation of ten-and

4 five
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five Mhilling notes, it filled a fiill greater part of that circulation.
In the currencies of North America, paper was commonly iffued
for fo fmall a fum as a fhilling, and filled almoft the whole of
that circulation, In fome paper currencies of Yorkfhire, it was
iflued even for fo fmall a fum as a fixpence.

Wuere the iffuing of bank notes for fuch very fmall fums is:
allowed and commonly practifed, many mean people are both:
enabled and encouraged to become bankers. A perfon whofe pro-
miffory note for five pounds, or even for twenty fhillings, would

be reje€ted by every body, will get it to be received without feruple-

when it is iffued for fo fmall a fum as a fixpence. But the frequent
bankruptcies to which fiich beggarly bankers mut be liable, may
occafion a. very confiderable inconveniency, and fometimes even =
very great calamity to. many poor people who had received their
notes in payment,

I were better, perhaps, that no- bank notes were iffued in any-
part of the kingdom for a fmaller fum than five pounds. Paper
money would then,. probably, confine itfelf, in every part of the-
kingdom,. to the circulation between the different dealers, as much
as it does at prefent in London, where no bank notes are iffued:
under ten pounds value ; five pounds being,” in- moft parts of the

kingdom, a fum which, though- it ‘will purchafe, perhaps, little-

more than half the quantity of goods, is as much confidered, and.
is as feldom fpent all at once, as ten pounds are amidft the profufe:
expence of London.

. WusRrr paper money, it is to- be obferved; is pretty much con=-

fined to the circulation between dealers and dealers, as at London,.
there is always plenty of gold and {ilver. Where it extends itflf to-
a confiderable part of the circulation between dealers and confumers,,

as
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K a§ in Scotland, and ftill more in North ‘America, it banifhes gold
and filver almoft entirely from the country ; almoft all the ordinary
tranfactions of its ‘interior commerce being ‘thus carried on by
paper.  The fuppreflion of ten and five fhilling bank nofes, fome-
‘what relieved the fearcity of gold and filver in Scotland; and the
fuppreflion of twenty fhilling notes, would probably relieve it ftill
more.  Thofe metals are faid to have bécome more abundant in
America, fince the fuppreffion of fome of their paper currencies.
They are faid, likewife, to have been .more abundant before the
inffitution of thofe currencies. )

‘Tuoucu paper money fhould be - pretty much confined to the
«circulation between dealers and dealers, _yet banks and bankers
might ftill be able to give nearly the fame affiftance to the induftry
and commerce of the country, as they had done when paper money
filled almott the whole circulation. The ready money which a dealer
is obliged to keep by him, for anfwering occafional demands, is

deftined altogether for the circulation between himfelf and other -

dealers, of whom he buys goods. He has no occafion to keep
any by him for the circulation between himfelf and the confumers,
who are his cuftomers, and who bring ready money fo him, inftead
of taking any from him. Though no paper money, thercfore, was
allowed to be iffued, -but for fuch fums as would confine it pretfy
much to the circulation between dealers and dealers; yet partly by
difcounting real bills of exchange, and partly by lending upon
cafh accounts, banks and bankers might ftill be able to relieve
the greater part of thofe dealers from the neceffity of keeping any
confiderable part of their ftock by them, unemployed and in ready
meoney, for anfwering occafional demands. They might ftill be
able to give the utmoft affiftance which banks and bankers can,
with propricty, give to traders of every kind,

To
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. o reftrain, private  people, it may-be:faid, from recerving i
payment the, promiffary notes of a banker,

¢ or fmall, -when they themfelves are willing to receive them ; or,
%;iiﬂi;air;‘ a banker from ifluing fuch notes, when all L@fxs-xxelg}}bou‘qs
 lling toaccept of them, is,a manjfeft violation of that natur;
'ﬁfnﬁflﬁifﬁfﬁgﬁggi;;;;P;; bufinefs of law, not o infringe, but o
J-ﬁi;port: . Such regulations may, - no,_doubf, ‘be. c011ﬁ9¢rﬁgi_ as?f
j{bme”:c‘fpé{:tt@_y_ip}ggiqu_ of .’.‘.?‘.’51.’,1‘3}: liberty, :;Bpt. tllgqfe Fx;l‘t'mﬂ,s"tﬁe
thie natural liberty of a few individuals, which might endanger &
ﬁ.cu "‘{y of the whole  fociety, are, and ought to be, 1; _ggx._uzg{ th);
vtﬁe”l_ais}vg of all governments; of the _q%oﬂ.t.fgqg, as wc:11 as f the
‘moft &efpotiéal. The ob‘livgat_ig)npf }?l}_l__l(%l.ng p:qrﬁy wal g,f.m i
to prevent the communication o{:' fire, is a v1f>1at101; 1o bnakm
fiberty, exacly.of the fame kind with the regulations of (i HALENE
“trade which are here propofed. . e

. A paper money confifting in bank;'r}otes,: i[Tuﬁd‘l‘)y:p.;:op?e Q§
~undoubted cr%d'gt, payable upon demand without any .co?(y,tfqn,e‘ aﬁ
.in. fa& always readily paid _as_foo,n‘;.a_sfpljefexltcd,'-i;- is, !21;1;\; m};
refpect, equal in value to gold and filver money ;- 111cc. i .
filver moticy can at any time be had - for it. ) ‘Wha]t)eye}ﬁg s
bought or_fold - for fuch. paper, muft neceffarily be . Qufg; o

‘as cheap as it could: have been for gold and {-‘11)’3,1‘-’ RS

'
N
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BC}PK 1759,
\——y;-i notes,

fome of thofe:

‘'THE NATURE AND CAUSES OF

there was then more paper money"in the country than ap
prefent. ‘The proportion between the price of provifions in Scot-
land and that in England, ‘is the fame now ‘as before the great
multiplication of banking
moft occafions, fully as ch
there is a great deal of pap
France. In 1751 and in'1752,
Political difcourfes,

Ppaper money in Scotland, there was a very

when Mr. Hume publithed his

fenfible rife in the price

of provifions, owing, probably, to the badnefs of the feafons, and:

not to the multiplication of paper-money;

It would-be otherwife,
in promiffary notes,
in any refpeét; either upon-the good will of thofe who-iffued them 5
or uporr a:condition which .the holder of the note
have it in his power to fulfil ;. or: of which the. payment was not -
exigible till after a certain-number-of years, . and which in.the mean-
time bore no intereft:
more or léfs-below the value of gold and fi
difficulty. or uncertainty. of “obtaining immediate- payment was..
fuppofed to be greater. or lefs ;

‘or according to the greater or lefs ,
diftance of time at which Payment was exigible. .

SoME years ago-the diffstent bank
were-int the praltice.-of " infeitin
called an Optional ‘Claufe,-
Bearer, eith’_ef as foonnégs
option- of thie-directors, fix months after fuch prefentment; together -
with the legal intereft for the .faid fix months; The directors of -

banks-fometimes took advantage - of ‘this optional ;

ing .companies “of “Scotland :
g -inito their bank:notes, ,,vivh'é}t they .
-by which they promifed payment to the -

4 “claufe,,

thoiigh, from the circulation of ten and five fhilling bank-

companies in Seotland. * Corn is, upon .
eap in England as in France; ‘though.-
er money in England, and fearce any in.

and foon after- the great multiplication of -

indeed; with'a'paper mon‘ey-.'(;onﬁfﬁn:g’ ,
of which the -immediate-paymen*t‘“depended,_ .

s might not-always. -

" Such a paper money-wéuld, no.doubt, fall: -
lver, accoi‘ding as the .

.the note ﬂlbuld ‘be prefented;.or;: in the .~
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claufe,

ﬁllver\ill;;d take - advantage of ‘it, unlefs fuch demanders_would
they

conten (54 P demauded T h
tent th Vi wi : 't - of W hat they .
mfel €s ith a part ) ! \ e
iffary notes of .thOfG‘ banking' c mpanies: ¢ nﬁltUted at tha
prom - i omp: O t

ency of Scotland, wh';ch this
'fime th.e‘ faf(f re":\tye:ngicrt r?:c;};':r;ll;rdegidcd below. the 1’\/alue of
un;;r:i?gﬁlver Ix"rlolley. During the continual}éce) of }:glsﬂalzlll}%:,
s i iefly in- . , ahd 1764), while -
(thh ll))rivaelzlef ilcl;tzi);rltr_}axréézéa:gge% was at7par, th'gt betwsegn
e Z Dumfries would fometimes be four per c'ent. ggal_nﬂ:
and?? " though this--town is- not thirty miles Adlrftant from.
g:rrlt':ﬂl:s’ ﬁut at Carlifle, bills were paid in gold and filver ; whereas

t Dumfries -they were paid ‘in Scotch’ bank notes, and the uncer-
a were paid

tainty of getting thofe bank notes exchanged foxjvhgoldl andfﬁg;ez
i A ‘ ‘ad four per cent. below the value o ha
coin had thus degraded them n he Yalue of hat
i : liament which fupprefled ten a;
coin. - The fame act of par ent ¥ ] reled ten and five
illing k fled_likewife this optional ¢ 5
fhilling bank notes, fupprefled. : clauft, and
England ‘and Scotland to,
ftored the exchange between A > d to,
thetfrba){ :—Zt: ?or to what the courfe of trade and remittances mlght
na s g
happen to makeit. - :

I the paper currencies of Yorkihire, t'he payn}gnt'o.f fo lfmtalt;:
fum as a fixpence fometimes depended upon the (50(1(11:108 t];erfon
A ; 1 e
te {hiould bring thé change of a guinea to r
h(;:ge;ﬁzix;l;te -nz condition, which the holders of fuch notgs m1§h;
freaa 4 1 t - and which muft have degrade
tly find it verydifficult to fulfil; an :  degraded
f;(s“:;nrrgncy below the value of gold and filver money. An alt o

arliament, accordingly, declared all fuch’ claufes unlawful, and -
P )

fapprefled, in the fame manner as in"Scotland, all promiffary notes,
pal;able to the bearer, under twenty fhillings value‘.,

3E‘2 ' \ THE

395

and fom W, : i{dand CH AP
Y d thofe who demanded go. 1 .

fometimes threatene ( -
Xchange for a conﬁderable numbcr of their notes, that . \ormy—end



396

THE. NATURE :AND ..CAUSES! lOF

B"(;IO K . -TuE papel curréncics of :North America cconfifted, tiot-in bank

Cmyromad

tiotes payable td tlie beafer on demandy but in a govérntent paper;
of which the payrhent Wwas nbot exigible till feveral yedrs after it was
iffuéd : - And thodgh the éolony goveriiments ‘paid 16 Hitereft to the
Holders of this paper,” they declatied it to'be, dnd b fack rendered
it, & legal tender of payment for-‘the ‘full valug for Which it was
iffued. - But- allowing - the colony fecuiity to be peifettly good, a.
htindred pounds - payable fifteen years hencé, for ‘ékample, in. @
countiy where. intereft is at fix per ‘cent. fis Worth little fore than,
forty pounds ready money.” T6'$blige a creditor,: theréfore, to accepe
of this as full paymeit for a debt of a’ Fundred pisuids. actually paid
down in reddy nioney, was an.aé of fuch Viélentinj'v.iﬂié'e, as-has.
fcarce, “perhaps, been attempted by the' govérnment of any othes
country which preténded to bé free. Tt bears Hie evideiit ‘marks of.
having originally “béen, what the -hohelt’ and downright Do&or

" Déuglafs affares us it was, a feheme of fratidulént debtors t6 cheat

their creditors. The government of Peifylvania, indeed; pretenided,
tpon ‘their firft emiflion”of paper: motiey in' 722, to ténder their
paper ‘of ‘equil’ value with gold and: filver, by - €nacting penalties
againt all thofe who mdde any differencé in thie price of their goods
when they fold them for a colony paper, and when they fold them for
gold and filver; a regulation equally tyrannical, but much lefs
effeftial than that which it was teanf to fupport. . A pofitive law
miay render a thilling a- legal ‘tendei for a guinea ;- becaufe it may

diret the courts -of juftice to difcharge "the debtor who has made

tllét tender. But fio pofitive law can oblige a perfon who fells goods,
anid who is at liberty fo f&ll or Tiot to fell, as he pleafes, to accept

‘of a fhilling as equivalenitito a'guinea in the price of them. Not-

withftanding any regulation &f. this kind, it appeared. by the ‘courfe
of exchange with Great Biitain, that a hundred- pounds fterling
was occafionally.confidered ‘as equivalent, . in fonie of the ‘colonies,
to ahundred and thirty pounds, and in others to fo great a fum as

' : SR eleven
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eleveri - hindred - i)quxfld's' ¢
arifing -from the differénce nt  paper émite
?:iif},’i “different colonies;-and in . the d‘xﬁa.x'lce' and Vplobabxl‘xt)_r
of the term of its final difcharge ari\cﬂi red_e.lin‘ptxozj. L

No lla;zv:,'— fhéi‘eforé,’z ' Cbiltld. be mo1‘§ éqﬁitaﬁle t?;é_n thel aé‘tlof par;
liament, fo unjuftly complained of in the color.ues,' Whl'Cll declarek_i
that no,paper currency to be emitted there in time coming, fhould:
be a legal tend_er_’c;)f payment, K ; .

P
o

more moderate in its emiflions of

PENsYLvaNia was always » ! iflions
aper money than any other of our colonies. Its paper cuuenci;I
'cho’rdingly is faid’ never to have funk below the value of t{x{;-gold ;m .
- ohich ¥ i its
» i rent in the colony before the firft emiffion of
filver which was current in the co fore Bult-emiffion. of s
) y t emiffion, the colonyhad raifed the:
aper money.” Before tha : -
flo}:nination of its coin, and had, by aft of affferpl_;}y, ;ijeret(i rﬁee‘
illings 1 in .the colony: for, fix and three-
fhillings - ferling to_ pafs in ) y:, for, i
peﬁcégand'afterwards for fix and, exght-_pc?zrl]c;, ‘.A Pqupdhciolzﬁz
A 2 - - B v B i o )
hen that currency was g
currency, therefore, even when that car . was. ! |
filver v}:';s more than thirty per cent. below 'ghf: value of a ?ound
ﬁerlir’lg- aﬁd when that currency was tm')ncd into pgpier, it ';yla‘s
! irty per’ that value. 1
! thirty per cent. below L
ldom much more than y per e g
ﬁrétence‘for raifing the denomination of the coin, was to prevent
ortation of gold and filver, by makin ‘
the exportation of gold and fi r, by ’ uantit A
mctalsP pafs for greater fums in the colony than t!ley d;d 11111 thedmcf)‘ther
: ' r, that the price of all goods from.
country. It was found, ho-w’ever,. b 3 od :
the nﬂZt‘neL‘ country rofe exatly in proportion 9‘5:_?1_“6)’, lfd‘l,fed; z};d
minatior éir coin,, fo th: ir gole ver were exported:
denomination of their ;o;n,_:fqtlxgttlyel1 govld‘z:md ﬁlvex_‘_j” € p e

as faft ds ever.

Tuz paper of cach colony

] - which i d been iffued,
provincial taxes, for the full value for which it had be -
-7

g equal quantities of thofe: *

bs;xn‘g";‘i"ecei\"ed in the payment of the:
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1cy is differerice 'in' the value CHAP.
drrency s’ Ath}S dxf_fe_rmce '}llltbe. v_alu‘e TAP.
in‘ the quantity of paper emitted
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B %0 K it neceffarily-derived from this ufe fome additional value, over and
“Awmymwt above what it would have had, from the real. or fuppofed diftance

of the term ‘of its final difcharge and redemption. - This additional
value was greater or lefs, according as the quantity of paper iffued
“was more or lefs above what could be employed in the payment of

the taxes of the particular colony Wthh iffued it. It wasin all the

Lolomes very much above what could be. employed in this manner. .

& rrince, who fhould enat that a certain proportion of his
taxes fhould be paid in a paper money of a certain kind, might
‘thereby ‘give a certain value to this paper money ; -even though the
‘term of its final difcharge and redemption fhould depend altogether
a1pon the will of the prince.  If the bank which iffued this paper was
«careful to keep the quantity of it always fomewhat below what could
eafily be-employed in this manner, the demand for it might be fuch as
‘to make it even bear a premium, or fell for fomewhat more in the
‘market than the quantity of gold or filver currency for which it was
iffued. Some people account in this manner for what is called the
.Aglo of the bank of Amfterdam, or for the fuperxonty of bank
‘money over current money ; though thls bank money, as ‘they
pretend, cannot be taken out of the bank at the will of the owner.
.The greater part of foreign bills of exchange muft be paid in bank
‘money, that i is, ‘by a transfer in the books of the bank; and the
.dire€tors of 'the bank, they alledge, are careful to keep the whoIe
quanuty of bank money always below what this ufe occafions a
‘demand for. It is upon this account, they fay, that bank money
fells for a premium, or bears an agio of four or five per cent.
above the famé nominal fam of the gold and filver currency of the
«country. ‘This account of the bank of Amfterdam, however, I
thave reafon to believe, is altogether chimerical,

- A PAPER
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A PAPER cﬁx’reﬁéy which falls belqw'the value of gold and .C I-hA P..
flver coin, does not-thereby fink "tlre value of gold and filver; ‘w—y=—i.

or- occafion "equal quantitics of thofe metals to exchange for‘
a fmaller quantity of goods of° any other kind. - ‘The: : propor=-
tiori Between the value of gold and filver and’ that of goods:
of any’ other kind, depends in all cafes, not upon the nature:

or quantity. of any particular ;paper money, which- may be current:

in any particular country, but upon the richnefs or poverty of
the mines, which happen at any p"utxculal time to fupply the-

great market. of the. commercial world. with thofe metals.. It -

depends . upon. the proportion: between: the' quantity of ].abour
which. is. neceffary. in . order. to: bring a certain quantity of
gold. and. filver. to market, and that which is. neceffary, m:.
order to. bring, thither. a. certain quantity of. any other fort of.
goods..

‘Ir bankers are reftrained from: iffding any circulating bank-
fotes, or notes payable- to the bearer, for lefs than a certain:

fum; and if thiey are fabjected’ to ‘the obllgatlon of an’ im--
‘mediate “and’ unconditional. payment' of fuch bank' notes as:

foon as- prefented; . their trade may, with- fafety to. the-publick, .
be rendéred' in all: other refpe&s perfe&ly free.. The late-
multiplication of’ banking companies in - both parts of the -
united . kingdom; an' event' by which many‘people have be‘ena
much alarmed, inftead® of diminifhing, increafes the- fecurity;

“of the: publick: - It obliges ‘all of- them- to be more. circums- -
“fpeft”in their conduét; and; by not extendmg their- currency:
“beyond- its: due proportion- to their * cath, to- guard- themfelves

againft thofe - mahcxous runs, which the rivalthip- of- fo many:
competitors is always ready to brmg upon- them.. It reftrains:
the circulation of each particular company within a: narrower-
“circle, and “reduces their circulating notes to a fimaller. gumber..

‘By;.
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BOOK By dividing the whole . circulation - into a greater . number of
‘-——v‘l parts, -the failure of any one _company, an accident which, .in

different fenfe,
their fenfe is an improper one,

the courfe of thmgs, muft fometimes happen, becomes of lefs
confequence to -the publick. . . This ﬂce competmon teo obhges

all bankers to be more liberal in their dealmn's w1th theu

cu&omers, le[’c their rivals fhould carry -them away “In

genera] if any branch  of trade, or ‘any divifion of laboux, be

advantageous to the publick, the®freer and mote gcneral the
compctxtxon, 1t w1h always be the more f{o.

C H A P. U IIL

Of t/bc ,d:cumu/atmn of C'ztpzml or qf pr oduc?rue zmd IlﬂPrOA
© - duttive Labour.

HERE is one fort of labour which adds to the value of the
fubject upon which it is beftowed : _ There is another which
has no fuch effect. The fcnmex, as it pxoduces a value, may be

) _called produ&xve the latter unpxodu&xva # labour. Thus the

labour of a- manufac’huex adds generally to the value of the matcrnls
wluch he works upon, . that of his own mamtenance, and of his

,ma&ex s pxoﬁt " he labour of a-menial fer vant, on-the contrar;
adds to the valuc ~of nothing. ."Though the manufa&uler has h{;
_wages advanced to hxm by his maﬁel, he, in leahty, cofts him no
-expence, the value of thofe-wages being generally reftored, together

with a pxoﬁt, in- the improved value of the fubjeét upon which his

-labour-is beftowed. But the maintenance of a menial fervant never
is 1eitqr§d A man grows rich by employing a multltude of ma-
__nufa&ulels ‘He .grows poor, by maintaining.a multitude ofv
‘menial fexvmts. The labour of the Iattex, howevm, has its value,

*
Some French authors of great learning and ingenuity have ufed thofe words in a

In the laft chapter of the fourth book I thall endeavour to fhow that

and
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and deferves.its reward as well as that of the formiet. But the laboux of CH -‘I\I’-
the manufaturei fixés and realizes itfelf in foine pa1 ticular fub)e& or ——d

vendible. commodlty, -which ‘lafts fo ‘fome timie at leaft aftef
that labour is paft. It is, as it were, a céitain quantnty of labour
ftocked and ftored up to be cmployed if neceffary, upon fome other
occafion. That fubjeét, or what is thc fame thing, the price of
that fubjec, can afterwards, if neceﬁ'axy, put into motiofi a quan-
tity of labour equal to that which had originally ploduced it.. The
labour of the menial fervant, on the contrary, ‘does not ﬁx or

_ realize itfelf in any. paxtlcular fubject or vendible commodity. His

fervices generally périth- in~the Very inftant of their performance,
and feldom leave any .trace.or value behind them, for which an
-equal quantity of fervice could afterwards be procured.

TuE labour of fome of the-ino& refpeCtable orders in the fociety
is, like that of menial fervarits; unproduttive of any value, and does
not fix or realize itfelf in dny . permanent fubje& or - vendible
commodity, which endures after that labour is paft, and for
‘which an equal quantity of labour could afterwards be procured.
The fovereign, for example, with-all the officers both of juftice
and war who ferve under him, the whole army and navy, are
unproduétive labourers. They are the fervants of the publick,
and are maintained by a part of the annual produce of the induftry
of other people. Then fervice, how honourable, how ufeful, or
how neceffary foever, produces nothing for which an equal quantity
of fervice can afterwards be procured. ‘The proteftion, fecurity,
and defence of the commonwealth, the cffet of their labour this

year, will not purchafe its pxotcéhon, fecurity, and defence, for

the year to come. In the fame clafs muft be ranked, fome
both of the graveft: and moft important, and fome of the moft

frivolous profeflions:” churchmen, lawyers, phyficians, men’

of letters of all kmds, players, buffoons, muficians, opua-
Vor. I -3 F fingers,
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B(% E) K fingers, ope;r_a-dar'lcer's, ‘&c.~ The labour of ‘the meaneft of thefe ‘
v~ has-a certain valug, regulated by the very fame principles which
regulate that of every, other fort of labour; and that of the nobleft

and moft ufeful, produces nothing which could afterwards pur-

chafe or procure an equal quantity of labour. - Like the decla-
mation of the actor, the harangue of -the orator, or the tune of
the mufician, the work of all of them pefiﬂles in the véﬁr inftant
of its production. : :

Boru produétive and unproduétive labourers, and thofe who
do not labour at all, are all equally maintained by the annual pro~
duce of the land and labour of the country, ~ This produce, how
great foever, can never be infinite, but muft have certain limits.
According, thercfore, as a fmaller or greater proportion of .it is in

any one year cmployed in maintaining unproduttive hands, the

more in the one ‘cafe and the lefs in the other will remain for the
produétive, and the next year’s produce will be greater or fmaller.
accordingly s , the whole annual produce, if we except the fponta-
geous productions of the earth, being the effect of produétive la-

our. . : o o

Trovucu the whole annual' produce of the land and. labour of
every cou.ntry, is, no doubt, ultimately deftined for fupplying the
confumption of its inhabitants, and for procuring a revenue to them ;.
yet when it firft comes either from the ground, or from thé hands’
of the productive labourers, it naturally divides itfelf into two
parts.  One of them, and frequently the largeft, " is, in the firfk
p}ace, deftined for replacing a capital, or for renewing the pro-
vifions, materials, and finithed work, which had been withdrawn
from a capital; the other for conftituting a revenue either to the

owner of this capital, as the profit of his ftock; or to fome other.

perfon, as the rent of his land. Thus, of the produce of land,
one

[,
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one part replaces the capital ‘of the farmer; the other pays his CIIJl A P.
profit and the rent of the landlord; and thus conflitutes a revenue w—.a

both to the owner of this capital, as the profits of his ftock and
to fome other perfon, as the rent of his land. Of the produce’ of
a gr'eat manufatture, in the fame manner, one part, and that
always the largeft, replaces’ the capital of the undertaker of -the
work; the other pays his profit, and thus conflitutes a revenue. to
the owner of this capital. ' : '

TwuaT part of the annual produce of the land and labour of any
country which replaces a capital, never is immediately employed
to maintain any but produétive hands. -It pays the wages of pro-~
duétive labour only. That which is immediately deftined for con-
fitating a revenue cither as profit or as rent, may -maintain in-
differently either productive or unproduétive hands.

WuaTEvER part. of his frock a m»aﬁ“e_mploys as a capital, he
always 'exi}eé‘ts is to be replaced to him with a profit. He employs
it, therefore, in maintaining productive hands only; and after
having ferved in the fun&tion of a capital to him, it conftitutes
arevenue to them. Whenever he employs any part of it in main-

~ taining unprodudtive hands of any kind, that part ‘is, from that

moment, withdrawn from his capital, and placed in his ftock re-
ferved for immediate confumption. BEEERREETETS

UNPRODUCT.IVEI;lab‘Qu'l‘CI:S, and’ thofe who Vc-]o' not labour at all,
aje all maintained by revenue; ‘cither, firft, b‘yv'th‘at‘ part of the
annual prodice which is originally 'deftined for conflituting a re-
veniue to fome particular perfons, either as the rent of land or as

th'e“proﬁts of ftock; or, fecondly, by that part’ which, though

originally deftined for replacing a capital and for maintaining pro-
duétive labourers only, yet when it comes into their hands, what-
' 3 F 2 ever
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BOOK - part of it i i :
2L ever part of it is over and above their neceffary fubfiftence, may:
‘v~ be. employed in maintaining indifferently either produdive or un-

produdtive hands. Thus, nut orily the great landlord or the rich:
merchant, but even the common workman,. if his wages are con-‘
fiderable, may maintnin a menial fervant; or he may fometimes:
gotoa p'lay or a puppet-fhow, and fo contribute his fhare towards:
maintaining -one fet of unprodudclive. labourers; or he may i)ay,»
fome taxes, -and thus help to maintain another fet,. more honour--
able and. ufcful, indeed, but equally unprodu&ive. Ndpart of-
the annual produce, however, which. had. been originally deftined:
to replace a_capital,. is ever'direCted towards méintaining unpro--
dudtive hands, till after it has put into motion its full .comli)le--
ment of produétiye labour, or all thét it éould put intormotion;
in the way in which it was employ,éd;, . TFhe workman. muft havel
earned his Wagesby work done; bquré. he can. employ. any part of:t
them in this.manner. That part too is generally but a.fmall one -
Iris his fpare revenue only, of which productive labourers. hav;-'
{gldqmwa great deal,” They generally have fome, -however;. and.
in the payment qf taxes the gr,ea,ml_:f's_ of their number ‘1"r'1.ay”c‘om--.
Penfatg, in- fome meafure, the fmallnefs of their. contribution,

The rent of land and the profits of frock are every. where, there:
fore, the principal fources from which ur;'pr'odu&hiellandé derive.
their fubfiftence. Thefe are the two féx‘tsyof revenue of. which thei-
owners have generally moft to fpare. They might-j both,niéintain';
indifferently either productive or unproduétive hands. ‘ They. feem

however, to have fome predile€tion for. the latter.. The expénce ol’;'}
a. great lord feeds generally more idle than inddftricus :people.j.

#The rich merchant, though with  his éap_ital he maintains: indu--

frious pcio'ple. only, yet by his expence, thatis, by the employ=.
ment of his revenue, he feeds commonly the very. fame fort as the
great lord, i . S )

THE: ~
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Tur proportion, therefore, between the produétive and unpro~
duive hands, depends véry much in every country upon the pro-
etween that part of the annual produce, which, as fooni

portion b n
ands of the pro-

as it comes either from the ground or from the h
dudive labourers, is deftined for replacing a capital, and that which-
is deftined for. conﬂituting a revenue, either “as rent, or as profit..
This proportion is very different in rich from what it is in poor-

countries.

Tuus, at prefent,in the opulent countrics of Europe, a very large,-

‘fi'gquently the largeft portion of the produce of theland, iysjdc[’cined for.

replacing the capital of the rich and independant farmer;. the other”
for paying his profits,:and the rent of the landlord. = But antiently,

during the prevalency of the feudal government, a very fmall portion:
of the produce was fufficient to replace the capital employed in cul«

gvation,. It confifted commonly in a few wretched cattle, main--
tained altogether by.the fpontaneous produce of uncultivated land, :
and which might; thercfore, . be confidered as a part of that {ponta--
neous produce. It generally too belonged to the landlord, and was:
by him advanced to the occupiers-of the land.. All the reft of the:
produce 'properly: belonged to him too, . cither as'rent for his land, .
or as profit upon this paultry capital. The occupieis of land were
generally bondmen, whofe perfons and effe€ts were equally his. pro-

perty. Thofq who were not bondmen were. tenants at will, and -
though the rent which they paid was- often nominally little more-
than a- quit-rent, it really amounted to the whole produce of the-
land. Their lord could at all:times- command: their labour in:
peace,. and their fervice in war. - Though they-lived at a. diftance-
from his houfe, . they.were. equally dependant: upon him as his re-
tainers who lived in it.© But the.whole prodﬁce of the land un--
doubtedly belongs to him, who can difpofe of the labour-and fer--

vice of all thofe whom it maintains. In the prefent ftate of Europe; .
' the:
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BOOK the fhare of the landlord feldom exceeds a third, (om‘ctimes net a

: ) propor ion to thofe ‘which, though they may be employed to main- CHAP.
v~ fourth part of the whole produce of .the land. The rent of land,

tain ecither produétive or unproduétive hands, have generally a4 v

however, in all the xmproved parts of the country, has been tripled
and quadr u_pled fince thofe antient times; and this third or fourth
-part of the annual producc xs, it feems, three or four times greater
than the whole had been before. In the progrefs of improvement,
lcnt, though it increafes in pxopomon to the extent, diminifhes in
proportion to the produce of the land.

In the opulent countries of Europe, great capitals are at prefent
employed in trade and manufa&uleé. In the ancient ftate, the
little trade that was ftirring, and the few homely and coarfe

manufatures that were carried on, required but very fmall ca-

pitals. Thefe, however, muft have yxeldcd very large profits. The
rate of intereft was no where lefs than ten per cent. and their

. proﬁts muft have been fufficient to afford this great intereft. At
pxefent the rate of intereft, in the 1mp10vcd parts of I‘ulope, is
no where hlghel than fix per cent. and in fome of the moft im-
proved it is fo low as four, three, and two per cent.  Though
that part of the revenue of the inhabitants which is derived from the
profits of ftock is always much greater in rich than in poor coun-
tries, it is becaufe the ftock is much greater: in propoxnon to the
ftock the proﬁts are generally much lefs.

TuAT part of the annual produce, therefore, which, as foon.
as it comes either from the ground or from the hands of the pro-
dnétive labourers," is deftined for replacing a capital, is not only
much greater in rich than in poor countries, but’ bears a much
greater proportion to that which is immediately deftined for con-
ftitating a revenue either as rent or as profit. The funds deftined
for the maintenance of produétive ‘labour, are not only much
greater in the former than in the latter, but bear a much greater

7 ~ proportion

predilection for the latter.

THE ptopomon between' thofe different fands neceffarily detel-‘
mines in ‘every country, the general charaéter of the irihabitants as
to induftry or idlenefs, We are more induftrious than our fore«
fathers; becaufe in the prefent times | the funds def¥ined for the
maintenance of induftry, -are much ‘greater in proportion to
thofe which are likely to be employed in the maintenance of
idlenefs, than they were two or three centuries’ ago. Our an~
ceftors were idle for want of a fufficient encouragement to in-
duftry, It is better, fays the proverb, to play for nothing, than to
work for nothing. In mercantile and-manufacturing towns, where
the inferior ranks of people are chiefly maintained by. the employ-
ment of capital, they are in general induftrious, fober, and thriv~
ing; as. in many Englih, and in moft Dutch towns. In thofe
towns which are principally fupported by the conftant or occafional’
refidence of a court, and in which the inferior ranks of people are’
chiefly maintained by the fpending of revenue, they are in general:
idle, diffolute, and poor; as at ‘Rome, Verfailles, Compiegne,’
and Fontainbleau. If you except Rouen and’ Bourdeaux, there is-
little trade or induftry in any of the parliament towns of Frances
and the inferior ranks of people being chiefly maintained by the
expence of the members of the courts-of juftice, and of thofe who-
come to plead before them, are in general idle and poor.. The'
great trade of. Rouen and Bourdeaux feems to be alfogether the-
effeét of their fituation, Rouen .is neceflarily the entrepdt of al--
moft gll the goods which are brought ecither from- foreign: coun—
tries, or from the maritime provinces of France; for the confump-
tion of the great city of Paris. Bourdeaux is in the fame manner
the entrepdt of the wines which grow: upon-the banks of the Ga-
ronne, and of the rivers which run into it, one of the richeft-wine

) countries-
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BOOK .countiies in the world, -and which feems to produce the wine
fey— “fitteft for cxp{)rtation, or beft fuited to the tafte of foreign nations.

-principal obje of all the trade which it carries on.

‘Such advantageous fituations neceffarily attralt a great capital by
‘the great employment which they afford if; and the employment
-of this capital is the caufe of the indufiry of thofe two cities. In
:the other parliament towns of France, very little more capital feems
ito be employed than what is neceffary for fupplying their own
-confumption; that is, little more than the fimalleft capital which can

The fame thing may be faid of Paris,
Of thole three cities, Paris is by far the

be employed in them.
‘Madrid, and Vienna.

‘moft induftrious; but Paris itfelf is the principal -market of all the

manufactures eftablithed at Paris, and its own confumption is the
London,
Lifbon, and Copenhagen, are, perhaps, the only three citics in
Europe, which are both the conftant refidence of a court, and can

.at the fame time be confidered as trading cities, or as cities which
“trade not only for their own confumption, but for that of other
«cities and countries, The fituation of all the three is extremely

advantageous, and naturally fits them to be the entrepots of a great

part of the goods deftined for the éonfumption of diftant places.

In a city where a great revenue is fpent, to employ with advantage

:a capital for any other purpofe than for fupplying the confumption _

of that city, is probably more difficult than in one in which the

inferior ranks of people have no other maintenance but what they .
«derive from the employment of fuch a capital. The idlenefs of the

greater part of the people who are maintained by the expence of
revenue, corrupts, it is probable, the induftry of thofe who ought

~ to be maintained by the employment of capital, and renders it lefs

-advantageous to employ a capital “there than in. other places.
There - was little trade or induftry in Edinburgh before the union.
When the Scotch parliament was no longer to be affembled in it,
when it ceafed to be the neceffary refidence of the principal nobility

4 N . ' and

.
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and gentry of Scotland, i_t,becéme a city of fome trade and induftry. C. I—%I[I\.P"
It fiill continues, however, to be the refidence of the principal e~

courts of juftice in Scotland, of the boards of cuftoms and excife,
&c. . A confiderable revenue, therefore, ftill continues to be {pent
in it. In trade and induftry it is much inferior to Glafgow, of
which the inhabitants are chiefly maintained by the employment of.

capital.  The inhabitallts of a large village, it has fometimes been

obferved, after having made confiderable progrefs in manufactures,,
have become idle and poor, in confequence of a great lord’s having
taken up his refidence in their neighbourhood.

Tue proportion between capital and revenue, therefore, feems
C\}ery_ where to regulate the proportion. between induftry and
idlenefs. Wherever capital predominates, induftry prevails: Where-
ever revenue, idlenefs. - Every increafe or diminution of . capital,.
therefore, naturally tends to increafe or diminifh the real quantity of
induftry, the number of produtive hands; and confequently the
exchangeable value of the annual produce of the land and labour
of the country, the real wealth and revenue 6f all its inhabi-,
tants,

CaPITALS are increafed by parfimony, and dimirithed by pro~v
digality and mifconduét,

WHATEVER a perfon faves from his revenue he adds to his
capital, and either employs it himfelf in maintaining an additional:

number of productive hands, or enables fome other perfon to do fo, .

by lending it to him for an intereft, that is, for a fhare of the:
profits. ~As the capital of an individual can be increafed only

- by what he faves from his annual revenue or - his annual gains,

fo the capital of a fociety, which is the fame with that of all the
Vor. I.- 3 G individuals-
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BOOK mdmduals who compofe 1t, ‘can be increafed only in the fame
\——w mannel. A ) o o

© PaRrsiMONY and not induftiy is the 1mn1ed1ate caufe of the
incréafe. of capltal Indu{hy, indeed, - provides the fubject which
parfimony ‘accarnulates.  But whatever induftry thight “acquire,
if paxﬁmony did” not fave ‘and ftore up, ’rhe cap1ta1 wou]d never
be the greater ) -

Parsimony, by increafing the fund which is deftined for the
maintenance of produétive hands, tends to increafe the number

of - thofe hands whofe labour adds to the valug' of the fubje& -

upon which it is beftowed. It tends therefore to increafe the
exchangeable value of thé annual produce .of the Tand and labour
of the.country.. It puts into  motion an additional- quantity - of
mdu.[try, which gives an addmonal valuc to the ammal produce.

WHAT is annually faved is as regularly conifunted as Wh’lt is
annually fpent, and nearly in the fame” time’ to0' but it is “con-
fumed by a different fett of people. - That portion of his re-
venue which a rich man anpually {fpends, is in moft cafes con-
famed by - idle guefts, and menial fervants, who leave nothing
behind them in return for their confumption. -That portion
which he annually faves, as for the fake of the profit it is im-
mediately employed as a capital, is confumed in the fame manner,
and nearly in the fame time too, but by a different fett of pcople,
by labourers, manufadturers, and artificers, who 1e-—produce with
a profit-the value -of their annual confumption. . His revenue,
we fhall fuppofe, is,paid him in,money. Had he-fpent the
whole, the food, - cloathing, and lodging which:the whole could

have purchafed, would have been difiributed among the former

fett of people. By faving a part of lt, as that part is for the

7 fake
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fake of the profit -imnrediately -cmployed as a' capital cxthex by CH AP
himfelf or by fome other pelfon, the food, cloathmg, and lodgmg, \,-r-a

which may be purch'ned with it, are neceffarily referved for the latter.
The confumptxon is the fame, but the confmnua are different. -

By what a frugal man annually faves, hc not only -affords
mamtenance to an additiorial number of productive -hands,” for
that or the enfuing year, but,. like the founder of a pubhck
workhoufe, he eftablithes as it were a perpetual fund for :the
maintenance of an equal number in all times to come. - The
perpetual allotment and deftination of this™ fund, indeed, is not
always guarded by any pofitive law, by any truft-right or deed of
mortmain. It is always guarded, however, by a very Powe;ful
principle, the plain and evident intereft of every individual to whom
any fhare of it fhall ever belong. No part of it can evef after-
wards be employed to maintain any but produdtive hands, without
an evident lofs to the per fon who thus pcrvexts it flom 1ts plouex

’deﬁmatxon

Tur prodigal perverts it in this manner. By not confining
his expence ¥ within his income, he encroaches upon_ his capital.
Like him who pcwerts the revenues of fome pious foundation
to profane ‘purpofes, he pays the wages of idlenefs, with. thofe
funds which the frugality of his forefathers had, as it were, con-
fecrated to the maintenance of induftry. By dmmnfhmg the
‘funds - deftined for the employment of plodu&lve labour, he

neceffauly dxmlmﬂles, fo far as depends upon him, . the. quantity

of that labour which adds a value to the fubjet upon which it

is beﬁowed and, confequently, the value of the annual produce .

of the land and labour of the whole counny, the real wealth
and revenue of .its inhahitants. If the prodigality, of fome was
not compenfated by the frugality of others, the conduét of every

. 3 G2 . prodigal,
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B OOK prodigal, by feeding the idle with the bread of the induftrious,
&.-w tends not only to beggar himfelf, but to impoverifh his country.

THOUGH the expence of the prodigal fhould be altogethel in
home-made and no part of it in foreign commodities, its effect
upon the produétive funds of the fociety would ftill be the fame,
Every year there would @ill be a-certain quantity of food and
cloathing, which ought to have maintained productive, employed
in . maintaining unproduétive hands. Every year, therefore, there
would ftill be fome diminution in what would otherwife have

been the valie of the annual produce of the land and labour of-

the country.

Turs expence, it may be faid indeed, not being in foreign
goods, and not occafioning any exportation of gold and filver,
the fame quannty of money would remain in the country as

before, But if the quantity of food and cloathing, which were

thus confumed by unproduétive, had been diftributed among

produttive hands, they would have reproduced, together with a.
~profit, the full value of their confumption.  The fame quantity of

money would in this cafe equally have remained in the country,
and there would befides have been a reproduction of an equal
value of confumable goods. 'There would have been two values
mi’cead of one, ' .

Tue fame quantity of money befides cannot long remain in
any country, in which the value of the ‘annual produce dlmlm!hes.
The fole ufe of money is to circulate confumable goods. By
means of it, provifions, materials, and finithed work are bought
and fold, and diftributed to their proper confumers. The quantxty
of money, therefore, which can be annually employed 'in "any
-country muft be determined by the value of thé confumable goods
annually circulated within it. Thefe muft confift either in the

‘ ‘ - immediate
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" immediate produce of the land and labour of the country-itfelf, CI'§A P,

or in fomething which had been purchafed with fome part of that ———

plOdl’lCC Their value, therefore, muft diminifh as the value of
that produce diminifhes, and along with- it the quantity of money
which’ can be cmployed in circulating them. .But the money

- which- by this annual diminution of produce is annually thrown

out of domeftick circulation will not be allowed to lie idle. The
intereft of whoever poffefles it, requires that it fhould be employed.
But having no employment-at home, it will, in fpite of all laws
and . prohibitions, be fent abroad, and employed in .purchafing
confumable goods which. may. be of fome ufe at home, Its annuaj
exportation will in this manner continue: for fome: time to add
fomething to the-annual confumption of the country beyond the
value of its own annual produce.. What in the days of its profs

perity had been faved: from that annual produce, and employed.

in purchafing gold and.filver, will contribute for fome little time

_ to fupport. its confumption in adverfity. The exportation of gold

and filver is, in this cafe, notthe caufe, but the effet of its declen-
fion, and may even for fome little time alleviate. the mifery of that
declenfion..

Tur quantity of money; on- the contrary, muft: in every

country. naturally increafe as the value of the annual produce .

increafes. The value of the confumable goods annually circulated
within the fociety being, greater, will require a greater quantity

of money. to circulate them. A. part of. the increafed. produce, .

therefore, will naturally be: employed in- purchafing,. wherever it
is to be had, the additional- quantity of. gold and filver neceffary
for circulating the reft. - The increafe of thofe metals will in this

cafe be the effect, not the. caufe, of the publick profperity.. Gold.

and filver are purchafed every where in the fame.manner.. The

food, cloathing, and. lodging, the revenue ‘and. maintenance of
alk:
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BOOK all thofe whofe labour or ftock is employed in bringing them from
tr»{fl-d the mine to the market, is the price paid for them in Peru as

well as in England., The country which has this' price to: pay,
will never be long without the quantity of thofe .metals which it
has occafion for; and no:country w1ll “ever loncr retain a quantity
which it has no occafion for. :

VVHATDVLR, themfoxe, we may imagine the real wealth and
yevenue of a country to confift in, whether in the value of the
annual ploducc of its land and labour, as plain reafon feems to
di@ate; or in the quantity of the precious inetals which circulate
within it, ‘as vulgar prejudices fuppofe;: in either.view. of the
matter, every prodigal appears to be a publick enemy, and’ evezy
ﬁugal man a publick benefactor. - . L

Tur effelts of mifconduét are often the fame as thofe of pro-
digality. " Evely injudicious and - unfuccefsful pm}c& in agrieul-
ture, mines, ﬁ[heues, trade, or manufa&ures, tends in the fame
manner to diminifh the funds deftined for the maintenance of
produétive labour. In every fuch projett, though the capltal is
confumed by produétive hands only, yet, as by the injudicious
manner 'in which they are employed, they do not reproduce the
full value of their confumptian, there muft always be fome dimi-

nution in what would othemnfe have been the produétive funds of
the focmty

IT can feldom happen, indeed, that the Véir'cu'ni&anc'es of a
great nation ‘can be much affeSted cither by the prodigality or
mifcondudt of individuals ; the pfofuﬁbn “or imprudence of fome

being always more’ than compenfated by the ﬁug’xhty and good
conduct of others.

Wi

——
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“WiTH regard to profuﬁon, the principle, which prompts to CHAP
expence, is the paffion for prefent enjoyment ; which, though fome- W«J

times violent and very difficult to be reftrained, is in gemml only
moinentary ‘and occafional.” "But the principle which prompts to-
fave,"is..the defire -of  bettering our - condition; a defire which,
though: generally calim and dxfpa(ﬁonate, comes with us from the
womb, and méver. leaves us. till- we.go into-the grave, - In the
whole mtexval which feparates thofe two moments, there is fcarce:
perhaps a fingle inftant .in which any man is fo perfectly and
compleatly: fatisfied with his fituation,” as .to be ‘without’ any
wilh. of - alteration or improvement of any.kind. ~An angmen-
tation of .fortune is the means by which the gieater part of men
propofe. and ‘with to better. their condition. It is thé means the:
moft vulgar and the moft obvious; and the moft likely way of
augmenting their foxtune, is to fave 'and accumulate {fome palt of
what ‘they acquire, elther regularly and annually, or upon fome:-
extraordinary occafions. Though the principle of expence, there-
fore, prevails in almoft ‘all men upon fome occafions, “and in
fome men- ugon almoft all occafions, yet in the greater part of
mei1, taking. the whole conrfe of theéir life at an average, the
principle of : frugality frems not only to predominate, but to pre~
dommate very greatly.

WITH 1eva1d to mlfcondu& thie mamber of pmdent and f'uc-
cefsful undeltakmgs is’ every - whére much greater ‘than that of
injudicious” and- unfirccefsful oncs. -

this misfortune make but a very fmall part of the whole number
engaged. in trade; and all othér. forts of . bufinefs ; not much méore-
perhaps ‘than ome 'in a thoufand:’ Bankruptcy .is perhaps’ the:
greateft and moft humiliating ‘calamity which can befal an innocent:
man, :The: greater>part of men,, therefore, are fufficiently care~

: fuk

After all’ otruvcomplamts of”
‘the frequency of bankruptcies; the unhappy men-who fall into
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BOOK ful to avoid it, - Some,’ mdeed do not avoxd it ;" as fome do not
u..-v‘.u avoid the gallows.

GrraT nations aré never impoverifhed by private, though ‘they

fometimes ‘are by publick prodigality and mifconduct, - ‘The whole, -

or almoft the whole publick revenue, is in moft countries employed
in maintaining unproductive hands. ‘Such are the people who
compofe a numerous and fplendid court, a great ecclefiaftical eftab-
lifhment, great fleets and ‘armies, who.in time of peace produce
nothing; and in time of war acquire riothing which can compenfate
the expence of maintaining them, even whilé the war lafts. Such
people, as they themfelves produce nothing, are all maintained
by the produce of other men’s labour. When multiplied, there<
fore, to an unneceflary number, ‘they may in a particular year
confume fo" great a fhare of this produce, as not to leave a fuf-
ficiency for maintaining the productive labourers, who fhould re-
produce it mext year, The next year’s produce, therefore, will
be lefs than that of the foregoing, and if the fame diforder fhould
continue; that of the third year will be ftill lefs than that of
the fecond: Thofe unproductive hands, who fhould be main-
tained by a part only of the fpare revenue of “the people, may
confume fo great a fhare of their ‘whole revenue, and thereby
oblige fo great a number to encroach upon their capitals, upon
the funds deftined for the maintenance of produétive labour, that
all the frugality and good conduét of individuals may not be able
to compenfate the wafte and degradation of produce occafioned by

~this violent and forced encroachment.

Tuis frugality and good condn&,‘howevgr, is upon moft oc-
cafions, it appears from experience, fufficient to compenfate, not
enly the.private prodigality and mifconduét of individuals, but

the publick extravagance of government.. The uniform; conftant,

4 and ’
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and uninterfupted effort of every man to bettet his c()ndmon,

the plmcxple from which pubhck and national, as well as’ puvate “

Pulence is originally *derived, is frcquent]y powexful enoiigh’ o
maintain the nataral . progrefs of things towards : 1mplovemPnt, in
fpite. both of the extravagance of government and of the igredteft
errors of adminiftration. Like the unlmown pxxng{ple of amm'd

life, it flequemly Teftores health and vxgom to the conftitution, in
{pite, not on]y ‘of the dlfeafe, but of the ﬁbﬁud ple(’cupnons of

the do&ox . !

THE annual produce of the land and labour of any nauon can
be 1nc1caﬁ:d in its value by no other means, but by mcreaﬁntr exthe;
‘the numbex of its pxodué’twc Jabsuters, or the plodu&lve powers
of thofe labomers “who had before been employcd The riumber
of its plodu&we labomers, it 1s evident, can never be much
increafed,” but in con['equence of an increafe of capltal or of the
funds deftined for maintaining them. The produttive powers of
¢he fame number of labourers cannot .be increafed, but in con-
{fequence exthex of fome addition and 1mpxovement to thofe machmes
and mﬂrnments wlnch facxhtate and abridge laboul; or of a more
proper divifion and dx(’cubntlon of employment VIn ett[»xer Vcaﬁ,
an additional capxtal is . almo(’c always 1equne< t ;
of an additional’ capital “only that the undertaker of ‘my ‘work can
either. provxde his workmen with better’ machinery, or make a monli
proper ‘diftribution of employment among them. VVhen the wor
to be done conh{’cs of a numbcx of paus, “to keep cvely man con~
frantly cmployed in- one ways requires a much gjleatex cwp.tal tlnn

where every -man is occwﬁo‘nlly employed in every different’ p'nt
of the work., Vthn wc compare, thelefore, the ftate of- a n"mon
at two dxﬁ'excnt pcnods, md ﬁnd that the annml ploduce of 1ts

land and labour s ev1dently 'bvxcater ‘at thc 1atte1 than at thc Foxmex,
that its lands are better cultivated, its m'\nnfa&mcs more nume-
Vor. L. 3 11 ) ‘ rous

417
CHAP.
1.



418

THE NATURE'AND CAUSES OF

BOOK reus and more flourithing, and its trade more extenfive, we ma);
\—v~ ‘be affured that its capital muft have increafed during the interval

between thofe two periods, and that more muft have been added to
it by the good conduét of fome," than had been taken from it either
by the private mifconduét of others, or by the publick extravagance
of government,  But we fhall find this to have been the cafe of
almoft all nations, in all tolerably quiet and peaceable times; even
of thofe who have not enjoyed the moft prudent and parfimonious
governments. ~To form a right judgement of it, indeed, we muft
compare the ftate of the country at periods fomewhat diftant from
one another. The progrefs is frequently fo gradual, that, at near
periods, the improvement is not only not fenfible, but from the
declenfion . either of certain’ branches of induftry, or of certain
diftriéts of the country, things which fometimes happeﬁ though the
country.in general is in great profperity, there frequently
arifes a fufpicien, that the riches and induftry of the  whole
are decaying. = . o o

Trz annual produce of the land and labour of England, for
example, is certainly much greater than it was, a little more than
a century ago, at the reftoration ‘of Charles II. . Though at
prefent, few people, I&belicve, doubt of this, yet during this
period, five years have feldom paffed away in- which fome book

Jor pamphlet has not been publifhed, written too with fuch abilities

as to gain fome authotity with the publick, and pretending to
demontftrate that the wealth of the nation was faft declining, that
the country was depopulated, agriculture neglected, manufactures
decaying, and trade undone. Nor have thefe. publications been
all party pamphlets, the wretched offspring of falthood and venality,
Many of them have been written by very candid and very intelligent
people; who wrote nothing but what they believed, and for no
other reafon but becaufe they believed it. o

" TuE

THE..WEAL_TH.'.OF'.NATIONS..

419

: ' n in, CHAP,
Txe annual produce of the land and labour of England agau}, T
was certainly much greater at the .reftoration, ‘than we can fuppofe =

it to-have been about an hundred years before,’ at the acc.eﬁ'lon 1of
Elizabeth. At this period too, we ‘have all reafon to tzehevg,bt he
éountry was much more advanced in improyement,. : than it hba e::
about a century before, towaids the clofe gf the d}ﬂ'epﬁons elt;avle):1
the houfes of York and Lancafter. Even ther_l}’t was, pro ?. yc,l
in a better condition than it had been at the Noirthan conqueft,” and
at the Norman conqueft, than during tl\e_gonfuﬁon ?f the Saxon
Heptarchy. “Even at - this ‘early peric?d, it was certamilyA:a1 -mo-r:
improved country than at the invafion of ]ulu.ls Caefal‘, when its
inhabitants were micarly in the fame ftate: with the fayéges in
North America. I : e

A IN eaéh of thofe periods, however, th'ei'fz was po_t.oiﬂy much p_rwate
and publick profufion; many 'c'xpenﬁye and.um?et.:effary wars, great
perverﬁon"of the annual produce frdm'r‘nal‘ntalm{lg produétive to
maintain unproduétive hands; but fometimes, 1n. the confufion

of civil difcord, fuch abfolute wafte and deftruion of ftock, as’

might be fuppdfed, not only to retard, as it certainly did, the
natural accumulation of riches, but to have_ %cft‘thg country, .at the
end of the period, poorer than at the beginning.’ Thgs,. in the
happieft and moft fortunate period of tl.lem all, .'ﬂ,lat vyhlch has
pafled fince the reftoration, how many dx{orders Vand mlsfox‘t;lncs
have occurred, which, could they have been forcfeen,' not only the
ifnpoveﬂ(hment, but the total ruin ,Of the .country would have been
expeéted from them ? The fire and the pla'guepf I.Jondox_l,' the two
Dutch wars, the diforders of the revolutlop, the war in Treland,
the four expenfive French wars of 1§88; 1701; 1742, and 1756,
together with the two rebellions’of 1715 and 1745. In the courfe of
the four French wars, the nation’ has. contrafted more than a
hundred and forty five millions of debt, over and above all the

’ ‘ 3 Ha2 ) other
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B 1,}0‘ < other extradrdinary amnudl ‘expénce which. they occafiotied; fb: fhat

=i, the whole cannot. be .computed: ap lefs: than. two hundréd millions:

So great a..fhate. of - the. annual produce of the land: ahd" Iiligus
of. the country, has, fince the ‘revolution, : beer:’ employed uport’
different  ogcafions,. in maintaining an. extraordinary number of -
produttive hands. . But had not 'théfe: wars. given “this particuliy
direction. to.fo large a: capital, the greater: Part-of it would iﬁt’ﬁr'-all'j-’
have heen.employediin maintaining produétive hands;: whefé Lbsur
would: have: replaced; * with “a. profit, - the: wliole* value: of their
confumption.: . ‘Fhe value of the annmual preduce ofithe land ands
lab?ur ‘of thie: country, “would: have. been conﬁdévabl-}v'i'hcma'fedf
b,y;;ueyery yeaf; dnd, every year’s indreale would ‘have augmerited!
ftill more that of the next year. More houfes would: have: Beén-
built, _more lands would have been improved, and thofe which had
begm:‘,xmpx_'ovedjj before : would:; have::been, better: cultivated; ‘more
mal_m_fa&,m:es{ would: have: been: eftablithed, and thofe Whi’cli liad
been., eftablifhed- Hefore’ would have. been ‘more-extended ; and. to
what; height.the real wealth and revenue of the country 'm’ight b,

.th-is ,‘"cime, have been raifed, it is. not perhaps very éafy eve;i- tZr
maging.. | -oGoins ot Lhuon o 0 o e By ’ R

. Bur though the profufion’ of ‘government- maut,. undoubtedly,
have retarded the natural progrefs ‘of England towards ‘wealth. anc;'
improvement, it has not: been able to ffop it. The annual produce:
of. its: land: and; labour: is, undoubtedly, much- greater at preferi¢

than it was either at the. reftoration or: at-'the revolution, 'Tle’

. capital,  therefore, énnually‘employcd* in cultivating this land, and:

ix).‘maintaining this labour;, muft likewife be much greater. In the
midft of all the exactions of. government; . this capital has been-
filently -and - gradually .accumulated by. the.. private 'frﬁ&ality‘ and!
gp?d conduét of individuals, by their uniyerfal, c‘onti;'ual' ‘and!
uninterrupted effort to better their own.condition, Itis this ;ﬂ’ort,'

7. protected

r
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manner: that is:' moft “advantageous, ~ which: has ' maintained: the ==

progrefs of England towards opulence and improvement il alnioft’
all: former times,’ and! ‘which, it is to 'be hoped;, will do fo in- all*
fatare times. © England, however, as it has niever been blefled with:
a very parfimonious government,’ fo parfimony has at no time been*
the cliaraeriftical: virtue of its'inhabitants:! -Tt'is the high¢ft im-
pertinence‘alidikpreﬁlm'ptioﬁ,' therefore, in-kings and: ‘iniinviﬁ‘ers, to
pretend: to watch over the ceconomy of private people,”and' to
reftraifi their ‘expence either by fumptuary laws, ‘of By prohibiting
the'importation of foreign luxuries.:: "Flhey are themfelves always,
and without any exception, the greatet {pendthrifts in the fociety.
et them look well after their own expence,’ and tliey may fafelyr
truft private people with theirs.” If their own extravagarice does not'
ruin the ftate, that of their fubjets never will. ~- -~ o
“ A’ frugality incréafes, ' and” prodigality diminifliés® the publickl
capital, fo:the condu& of thofe, whofe expence juft equals their
revenue; without' ‘either accumulatiiig or encroaching, ieither
increafeés: nor. diminifhes it. Some modeés of expence, however,
feem to contribute more to the growth of publick opulence
than others. T

Tue revenue of an individual may be fperit, either in things
whith' aré confumed immediately, and in which orie day’s expence
can’ neither: alleviate nor fupport that’ of ahother;: or it may be
fpent in things more durable, which «can therefore be accumulateds.
and in which every day’s expence may; ashe chufes, either alleviate,.

" or{upport and heighten the effet of that of the following' day.’

Al man - of: fortunie, for ‘example; ‘may eitlier fpend“_lxis”iﬁ%fg:xiué
ina profufe and fumptuous table, and in maintaining a great hiﬁ"nb'c'r'
of menial fervants, and a multitadé of dogs'and’horfes3 or con™

tenting
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B‘%O K tenting himfelf with a frugal ‘table and few attendants, ‘he may lay
——J out the greater part of it in -adorning his houfe or his country villa,

in ufeful or-ornamental buildings, in ufeful or ornamental furniture, -

in colleting books,” ftatues, pitutes; or in things more fiivolous,
jewels, baubles, “ingenious tiinkets of different kinds 5 or, what
is moft trifling of all, in amafling a great wardrobe of fine clothes,
like-the favowite and minifter of a great prince who died a few
years ago. " Were two men of equal fortune to fpend their révenue,
the one chiefly in the one way, the other in the other, the magni-
ficence of the perfon whofe expence had been chiefly in: durable
_commodities, would be -continually increafing, every day’s expence
contributing fomething to fupport and heighten the effect of that
-of the following day : That of the other, on the contrary, would
be no greater at the end of the period than at the beginning. The
former too would, at the end of the period,  be the richer man of
the two. He would have a ftock of goods of fome kind or other,
which, though it might not be worth all that it coft, would always

- be worth fomething, No trace or veftige of the expence of the
latter would remain, and the effefts of ten or twenty years pro-

fufion would be as compleatly annihilated - as ‘if they had never
exifted. : .

As the one mode of expence is more favourable than the other
to the opulence of an individual, fo is it likewife to that of anation.
The houfes, the furniture, the cloathing of the rich, in a little
time, become ufeful to the inferior and ‘middling ranks of people.
They are able to purchafe them when their fuperiors grow weary of
them, and the general accommodation of the whole people is thus
gradually improved, when this mode of expence becomes univerfal
among men of fortune. In countries which have long been rich,
you will frequently find the inferior ranks of people in poffeffion
both of houfes and furniture perfeétly . good and entire, but of

which
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ur, 1 i the Bath road. The marriage
o Se);mour’eslsthzogi- ztfl grl:aj‘:] };;'riltain, which his Queen brought
be'(tihohe{'alftom Denmark, as a preﬁ:ht fit for a fovereign to make-
rc?a fovereign, was, a few years ago, the c?l'har}lent of ar‘xJ alehloufe
at Dunferinline. In fome ancient cities, which either h:‘“{ef eent.onegS
ftationary, or have gone fomewhat to decay, you will fome 1r;x :
fearce find 2 fingle houfe which could have been bu.11t f'or Axt‘s-:)lre f;:nd
inhabitants. If you go into thofe houfes too, you will ﬁeqflen y fin |
an scellent, though antiquated pieces of furniture, which are fhill:
ma“)’ﬁe for ufe" and which could as little have been made for them..
Ver)& t :1;ces ’magniﬁcent villas, great collettions of books, ﬂ:atugs,
I;g‘tuiels), and‘lrothe'r curiofities, are frequently both an omap;er;;
? honour, not only .to the neighbourhood, but to the whole
- i“? to wh:xch they belong.. Verfailles is an ornament and an
;10}:1?;3 to Fran&, Stowe and Wilton. to England. -Italy ihll_
vcc(:ntinues to command fome fort of veneration by the m;r?be;i olf
monuments.of this kind. which it pofiefles, ?hough. the wealt] :1 vs;l c n;
produced them has decayed, and the genius wh1ch«fflann:1 flfnc"
feems to be. extinguifhed, perhaps from not having the fame:
emploYment,. : -

Tus expence: too, which is laid Emt in durable- cor;moéx;x;s:
is favourable,. not only- to accumulat}on:' but to f{ug? [1ty’.‘ Il
perfon fhould - at any. time. exceed in it, ‘he: ca\.nkeaxT): rig;?;
without expofing himfelf to-the cenfure of: the put?hc h tagl ex duce
very mﬁch the number of hi§~ fervants, . to ref({1m4 }s ble from
great profufion to great frugality, to lay down hls.eqmpagb after he
lhas once fet it up, are changes which cannot efcaptj. the.obferval
of his neigﬁbours, and. which are fuppofed. to 1m.p;}f'fon}et. }j:{;
kuowledgement.bf preceding bad.conduct. Few, there ore, o

4 who-
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cl vé been built ' nor the other h>ave CHAP.
h' 1 : )} ilt, 1 I ~ I

T wyhi neither the. one could ha"e ; )

'b1 1n made' for their ufe. What was formerly a feat of the famlly (g
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BOOK who have once been fo unfortunate. as to launch out too
t—— far into this. fort of expence; have afterwards ‘the courage

to reform, till ruin and bankmptcy obhge ‘them; = But if a perfon
has, at any time, been at ‘too’great.’ an expence in- bulldmg,
in furniture,” in books or pictures; no. imprudence can be in-
ferred from his changmg his conduc.” Thefe.are things in which
further eéxpence s frequently " rendered . unneceflary: by forimer

expence; and when'a perfon ftops ‘fhort, he ‘appears-to” do -

{o, not becaufe he has excceded his fo1tune, but becaufe he haq
fatlshcd his fancy.

Tm: expcncc, ‘befides, that is 'laid- out in :durable coms
:modxms, gives - maintenance, “commonly, to a gredter number
of people, .than that .which is employed in . the moft . profufe
hofpitality. Of two or.three hundred weight of provifions, which
may fometimes be ferved up at a great feftival, one-half, perhaps,
is thrown to the dunghill, and-there is always a great deal wafted

‘and abufed. But if the expence of this entertainment had been

employed in fetting to work, niafons, calpéntel‘s, upholfterers,
mechanicks,  a quantity “of provifions,-of equal: value, -would

“have ‘been diftributed among a ftill greater . number of people,

who would have bought them in penny-worths -and pound
weights, and not have loft or thrown away a fingle ounce
of them. ' In the one way, befides, this expence maintains pro-

duttive, in the other unplodu&we hands... In the one: \’V'ly,‘

therefore, " it increafes, in the other, -it does mnet | increafe, - the

exchangeable value of the annual PlOdUCC of the land and laboug

of the country. -

1 WoULD not, however,’ by all this ‘be" undelﬂood ‘to’ mean,

-that ‘the one fpecies of expence 'dways betokens a more liberal
or generous fpirit than the other. When a man of fortune

fpends
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fpends his revenue chiefly in hofpitality, he fhares the greater CP%?P-
part of it with his friends and compamons, but when he oy~

employs it in purchafing fuch durable commodities, he often
{pends the whole upon his own perfon, and gives nothing
to any body without an equivalent, The latter fpecies of ex-
pence,  therefore, * efpecially when direGed towards frivolous
objets, . the little ornaments of drefs and furniture, jewels,
4rinkets, gewgaws, frequently indicates, not only. a’ trifling, but
a bafe ‘and ‘felfith - difpofition., AH that ¥ mean is, that the
one fort of expence, as it ‘always occafions fome accumu-
Jation of valuable commodities,” as  it.is more favourable to
private  frugality, and, confequently, to the increafe of = the
publick. capital, and " as it ‘maintains produétive,” rathér than

unproductive hands, conduces more than the other to the

growth of publick opulence,

" Vor. L - S -
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HE {’cock whlch is. len’c at. 111te1eﬁ: is . always conﬁdered -as
. a:capital . by :the leridei> He: cxpe&s that in; due’time
At g~ to be; reftored to him,>.and that in:thé mean time the. bor=
rower is to pay him a certain annual fent for the ufe of it. > The
borrower may ufe it'either assa -capital,-or.as a ftock referved for
immediate coufumptxon.J If he ufes’itras a capltal he employs:it
dn the, maintenancei:of productive ‘labourérs, who ' reproduce the
:value with a profit..i: He can,; in’this cafe,. both reftore the’capital
and pay the intereft-without alienatiig or encroaching upon any
other fource of revenue.  If he ufes it as- a ftock réferved for im-
mediate confumption, he aéts the part of a prodigal, and diffipates
in the maintenance of the idle, what was deftined for the fupport
of the induftrious. He can, in this cafe, neither reftore the capital
nor pay the intereft, without cither alienating or encroaching upon

fome other fource of revenue, fuch as the property or the rent
of land.

TuE ftock which islent at intereft, is, 1o doubt, occafionally em-
ployed in both thefe ways, but in the former much more frequently
than in the latter. The man who borrows in order to fpend will
foon be ruined, and he who lends to him will generally have occafion
to repent of his folly. To borrow or to lend for fuch a pur pofe,

therefore, is in all cafes, where grofs ufury is out of the queftion, .

contrary to ‘the intereft of both. parties; and though - it no,
doubt happens fometimes thdt people do both the one and-
the other; yet, from the regard that all men have for their own
intereft, we may be aflured, that it cannot happen fo very fre-
quently as we are fometimes apt to imagine. Afk any rich man

of
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of common prudence, .to which of the two forts'of people he lias CHAP..
lent the greater- _part -of his-ftock, :to thofe’-who,  he thinks}- will: g

- employit; ploﬁtably,\m to thofe who will fpenid it 1dly, and he will:.

Jaugh'at you for pxopoﬁng the queftion: ' Even among borrowers, -
therefore; not'the people in the world moft famous for fr ugality,.:
the numbér of the frugal-and mduﬂ:rlous ﬁu p'\ﬂ[cs conﬂdexably that:
of the pxodlgal and idle: Lrog rdon froee

' .

“The only people to whom frock is commonly lent, witliout tlieir -
bemg expe&ed to make any very plohtable ufe’of it,” are country-
gentlemeén who' bonow upon ‘mortgage: Even they “fearce’ cvcr ‘
borrow: merely ‘tor fpend “What they' bOI’lOW, one* may fay,” ise
commonly fpent before they borrow it." They have’ genelally con<
fumed-fo great a quantlty of goods, advariced to them upon “credit-
by thopkeepers and tradeﬁnen, that they find-it neceﬁ'aly to borrow:
at intejeftin- ‘order'to pay-the ‘debt. The capltal borroved replaces the!
capltals of thofe Thopkeepers anid tr: adéfinen; which the country gens-
tlemen could not have leplaced from the rents of their eftates. = It
is not plopeﬂy borrowed in order to be fpent, but in oxdel’ to-
replace a capxtaI VVthh had been fpent before. : o

Yore ;f;

N T - vA T R R
ALMOST all Ioans at ‘mtexe’fr"ue madc in ‘money, either of

paper,. or of gold and filver. But what the borrower really wants,.
and what the lender xeally fuppllcs him- with, is, not the money,,
but the ' moneys worth, or_.the" goods wluch it ‘can’ puxchaﬁ:.

if he wants it as a ﬁock for immediate confumptlou, it is thofe .

goods onIy which he can place in that ftock.” If he wants it as:

a capital for employmg induftry, it is from thofé goods only that-
the 1ndu(’mous can be furnifhed with the “tools,” matenals, and‘
mamtenance, neceﬂ'ary for cauymg on theu work. By means of
the loan, the lende1, as it wele, affigns to ‘the borrower his nght N

to a certain portion: of the annual produce of the land anq Jabour
of the country, to be employed as-the borrower pleafes. - -

i 312 TH.E
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B,O?-K: Tux: quantity: of ftock,, therefore, or, as it is”commonly ex-
ey - prefled; of: money. which can be lent at intereft in- anys couhitry,,

is; not regulated by the value-of the money, whether paper or.
coin,. which' ferves: as the: inftrument of the: different loans:
mg.de» in that country, but by the: value of that: parf of the-
annual’ produce which,. as. foon. as. it: comes: cither -from; the:
ground,“ or from the hands of the produétive: labourers;. is: deftined-
not only for replacing a capital, but fuch a capital as the owner
does: not care to be at the trouble of employing himfelf.. As fuch
capitals. are: commonly lent' out and paid .back in money,. ‘};.hey,
conftitute what.is called the monied intereft.. It is-diftinét,, not..
only, from, the landed,  but from the tréld‘ingL and“manufa&r’iﬁﬁg‘
interefts, as-in.thefe laft the owners themfelves: employ theit own.

capitals, Even-in the. monied intereft, however, the.money. is,.,
as,it, were; but: the deed of affignment,; which éonvcy_s;frémnone»;.

hand, to, another thofe capitals:which the' owners. do, not- care. to.
employ- themfelves: ~ Thofe:capitals; may, be:.gg;eat{;i'. in almoft .Aany:,‘
proportion, than.the amount of the money. which ferves. as. the
inftrument of their. conveyance ;. the fame. pieces;of xﬂohéy-fuc-
ceflively ferving for many. different loans, as :well. as. for many.
different purchafes. A, for example, lends to W a thoufand
pgunds,,,with .which. W. immediately, purchafes of B a_thoufand
pounds worth of goods. B having, no occafion.for the mioney
himfelf, lends the identical pjieces to X, . with which X‘ilﬁmédiétely"
pm‘c_hai?es, of C_ another thoufand pounds worth of goods. . C in the -
fgmq, .manner, an,d, for the fame reafon, lends them.to. Y, who,
agrz.iin. purchafes goods with them of D. In this manner the ‘faﬁ\e
pieces, ,cither of coin, or of paper, may,.in, the, co_urfe of. a: few
dg.ys, ferve as the inftrument of three. different 1oans,  and. of tlirec,
different, purchafes; each of.which. is,.in value,.:equal Ato_'t'h‘e”.'“}hole,’
amounf;.of .thofe. ,pi(:ces.. - What the three: monied. men. 'A, B, ,and:

C, affign, to.. ﬂxe..three..borrowers,., W, X, Y,..1s. the >power of.

making thofe.purchafes... In this.power.confift .both the. value.and.
the
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i ufe'of the loans, The ftock lerit by the thiree moried meity is' CHAP.
equal to the value of the goods which can be puichafed with' ity ==’

and is three times greater than that of the money with which the
purchafes are: made. Thofe loans, however, may be-all perfectly
well fecured, the goods purchafed by the different debtors being’
{o employed, as, in dué time; to biing back, Wwith- a’ profity am-
equal value eithei: of coin or of paper. And as the fame ‘pieces'of
money can thus ferve as the- inftruinent of different' loans to”

‘three, or, for the fame reafon, to thirty times their value,

fo they may likewife fucceflively ferve as the inftrurent of ré«
payment. o

© A cariTar lent'at intereft ‘may; in this manner,’ be conifidered”
as'an’ affignment from- the: lender to the borrower of a’ cértain®
confiderable portion of the annual produce’; uponf'cdndi‘fic'm-thaf‘tHe’ ’
Borfower in retdrn fhall; daring the continuance of the lodii;-ammually’
affign-to-thelendeia {ialleriportion; - called the'intereft’; and at'the"
end of it‘a: portion equally confiderable: with' that’ whiéli! had
originally beett® affigned to 'him]: called” the’ repayment: Though’

" money;- cithef coini or' paper, ferves: generally’ as' thie* deed’ of
affignmeént both to: the: fmaller, and® to - the' more confiderable’ -

portion; - it s itfelf" altogether’ difféerént fiom- what" is | affighed

Cbytite- - )

Inpropoition ag! thiat! fHare' of the’ annual’ produce which; ‘ag’

fobh as it ‘corhe eithieifronithe ground; - or! ffom thie hands of the'

produdtive labourers; i ddftitied: fov réplacing ‘a “capital, '-inéi'éafégf .
in any country, what is called the monied® interéft* natuyally*

increafes with it. The increafe of thofe particular capitals from
whiclr the! owners«wifli:to deri¥e ar revenuk,. without: being- at

th: trouble? of:’ employing them themfelvésonaturdlly acedmpanies:

the -general" indredfe - ofi capitals; - ox inf? other words;. as® ftock:
7 o © increafes,
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B C}IO K increafes, ‘the quantity of ﬁock to be lent at mtexeft glOWS gxadually

Amyd gleater and gleater SRR

e ceboue g

As the quantlty of ﬁock to be lent at mtcxeﬂ: mcreafes, the’in-
texe(t or the price which muft ' be ‘paid for the ufe.of. that ftock,

_neceffarily diminifhes, not ‘only from thofe. genéral:caifes . which*

rhake the market price of things conimonly diminifly as'their quan-:
tity increafes, but from other caufes which are -peculiar to -this:
particular cafe. °As capitals increafe in any country, ‘the profits’
which can be made by employing them neceffarily diminifh. . It
becomes gradually more and more difficult to find within the.coun=;-
try a profitable method of employing any new capital. There
arifes in confequence a competition between different capitals, the
owner of. one:endeavouring to get poffeflion of that employment-
which -is  occupied by another. . But upon moft occafions; he. can-
hope to juftle that other .out of this employment, by.noother:
means but by dealing upon more reafonable terms.',-; He muft. not .
only fell what- he. deals.in fomewhat. cheaper, but in order to gét it
to fell, he muft fometimes too buy it dearer. The demand for pro-
duétive labour, by the increafe: of the funds; .which are deftined:
for maintaining it, grows every day, greater and greater. - © Labourers.
eafily find employment, but the owners of capitals find it difficult
to get labourers to employ. Their competition raifes the wages,
of labour, and finks the profits of ftock. But when the profits

: Wluch can . be made by the ufe of ‘a capltal are in- this manner. di-

minifhed as it were at both ends, . the price which can be’ pald for:-

the ufe of it, that is the rate of intereft; muft neceifauly be. di--

minifhed with them. :

:-Mgr. Locke, Mr. Law, and Mr. Montefquiou, - as well as many-

other writers, feem. to  have: imagined ;that. the. increafe of ; the:

quantity of gold and filver, in -confequence of the’ difcovery of
4 . . the

“to fix, ‘five, four, and ‘three per cerit. -
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'the Spamfh Weft Indies, was the real caufe of the lowering of CHAP.

‘the fate of fntereft thiough the’ greater part of Europe.’
metals, ‘they fay, havmg bécome of lefs value themfelves, the ufe
“of any partlcular portion” of thém neceffarily became of lefs value
too, and confequently the price which could-be paid for it. This

“iotion, which at® firft fight feems fo plaufible, has been fo fully
‘expofed by Mr. Hume, that it is, perhaps,” unneceffary to fay any

thing more about it. The" following very fhort and plain -argu-
ment, however, may ferve to explain more diftinctly the fallacy
w_hichfe_ems to, havc miﬂqd_ thofe gentlemen.

.

- BnroRn the d1fcovely of the Spam[h Weft Indles, ten per cent,

“feéms to have becn the commion rate of intereft through the greater

: It has fince that time in different countries funk
Let us fuppofe that in’ every
‘pamculax country ‘the ‘value of filver has funk precifely in the fame
rploportlon -as the rate of intereft; ‘and that in thofe countries, -for

‘part of Europe. '

‘cxample, ‘'wheie intereft has been ‘reduced from ten to five per

icent: the fame’ quantity - ‘of filver can now. purchafe juft half the
:quantity ‘of- geods ‘which -it could have - pmchafcd before.” This
fuppofition’ will ‘not, T -believe,” be found any where - agreeable to
‘the trith, but it is ‘the moft - favourable to the opinion which we

‘ate’going to examine; -and cven upon this fuppofition it is utterly

‘impofiible that the- loweune; of .the value of filver could have the
{mallelt- tendulcy ‘to Hlower ‘the rate of intereft. - If a hundred
‘pounds are in thole countucs now of no moxc value ‘than fifty
pounds were- ther, ten pounds muft now be of no moré value than
five pounds were then. “Whatever were thé caufes ‘which lowered
‘the ‘value ‘of - the capital,? the  fame ‘muft  neceffarily -have lowered
that of ‘theintereft, and exacly-in the fame  proportion. The pro-
"portion between the' value ‘of 'the capital and that of the intereft,

'muf’c have 1emamed the. ftme, _though “the .rate had never -becn

altered.

Thofe el
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BOOK altwed, By altering the rate,’ on .the contrary, the proportion
N Sl between thofe two yalues is peceffarily altered, - If “a hundred

pounds now are woith no-more than fifty were then, five pounds

. mow can be worth no more than two pounds-ten fhillings were

then. By reducing the rate of intercft, therefore, from ten to
five-per cent. we give for the ufe of a capital, -which is fuppofed to
be equal o one-half of its formervalue, an infereft which is equal
1o.one-fourth only of the value of the former intereff,

Any increafe in the quantity of ﬁ'Iver, while that of the com=
modities circulated by means of it remained the fame, could have
no other effect than to diminifh the yalue of that megal. The no-
minal valye of all forts of goods would be greater, but their real
valne would be precifely the fame as before, ‘They would be ex~
changed for a greater number of picess of filver; but the quantity;
of labour which they coyld command, the number of people whom
they could maintain and employ, would be precifely the fame.
The capital of the country would be the fame, though a-greater
number of pieces might be reguifite for conveying any equal
portion of it from one hand to another, The deeds of aflignment,
like the conveyances of a verbofe attorney, would be moi‘e cum-
sherfome, but the thing afligned would be precifely the fame as
before, and could produce only the fame effeéts. The funds for
maintaining produgtive labour being the fame, the demand for it
would be the fame. Its price or wages, therefore, though no-
minally greater, would really be the fame. They would be paid
n a greater number of pieces of filver; but‘thcy would purchafe
only the fame quantity of goods. The profits of ftock would be

- the fame both nominally and really.” The wages of labour are

commonly computed by the quantity of filver which is paid to the.
labourer. 'When that is increafed, therefore, his wages appear
to be increafed, though they may fometimes be no greater than

. . before.
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before. But the profits of ftock are not computed by the num-
ber of pieces of filver with which they are paid, but by the pro-
portion which thofe pieces bear to the whole capital employed.
Thus in a particular country five fhillings a week are faid to be
the common wages of labour, ‘and ten per cent. the common

-profits of ftock. But the whole capital of the country being the

fame as before, the competition between the diﬁ‘erentbcapitals of
individuals into which it was divided would likewife be the fame.
They would all trade with the fame advantages and difadvantages.
“The common proportion between capital and profit, therefore,
would be the fame, andconfequently the common intereft of mo-

‘ney; what can commonly be given for the ufe of money being

neceflarily regulated by what can commonly be made by the ufe

“of it.

Anvy increafe in the quantity of commodities annually circulated
within the country, while that of the money which circulated
them remained the fame, would, on the contrary, produce many
other important effeéts, befides that of raifing the value of the
money. ‘'The capital of the country, though it might nominally
be the fame, would really be augmented. It might continue to be
exprefled by the fame quantity of money, but it would command a
greater quantity of labour, The quantity of produtive labour
‘which it could "maintain and employ would be increafed, ‘and con-
fequently the demand for that labour. Its wages would naturally
1ife with the demand, and yct might appear to fink. They might
be paid with'a fmaller quantity of money, but that finaller quantity
might purchafe a _greater quantity of goods than a greater had
done before. The profits of ftock would be diminifhed both really
and in appearance. * ‘The whole capital of the country being aug-

mented, the competition between the different capitals of which’

it was compofed, would naturally be augmented along with it.
Vor. L. 3 K The
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BOOK ‘The owners of thofe particular capitals would be obliged to content
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- 4~ themfelves with a finaller proportion of the produce of that labour

’Whic.h their refpective capitals employed. The intereft of money
keeping pace always with the profits of ftock, might, in this man-"
ner, be greatly diminithed, though the value of money, or the

quantity of goods which any particular fum could purchafe, was.

greatly augmented.

In fome countries the intereft of money has been prohibited by-

law. But as f’omething can every where be made by the ufe of
money, fomething ought every where to be paid for the ufe of it
This regulation, inftead of preventing, has been found from expe—

rience to increafe the evil of ufury; the debtor being obliged to--

pay, not only for the ufe of the money, but for the ritk which his
creditor runs by accepting a compenfation for that ufe.” He is

obliged, if one may fay fo, to infure his creditor from. the:

penalties of ufury.

IN countries where intereft is permitted, tlie law, in order to-
prevent the extortion of ufury, generally fixes the higheft rate
which can be taken. without incurring a penalty. ~This rate ought
alv&tays to be fomewhat above the loweft market price, or.the price
which is commonly paid for the ufe of money. by. thofe ‘who can:
give the moft undoubted fecurity. If this legal rate fhould be ﬁxed?
below the loweft market rate, the effets.of this fixation muft be.
nearly the fame as thofe of. a total prohibition of intereft, The
creditor will not lend his money, for lefs than the ufe of.it is worth,-v

and the debtor muft pay him for the rifk which. he runs by ace. -‘

cepting the full value of that ufe. If it is fixed precifely at the
lowcf’c market price, it ruins with honeft people, . who refpect the}
laws of their country, the credit of all thofe who cannot give th :
very beft fecurity, and obliges them to have recourfe to ex<g>rbitani

ufurers, .
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ijfurers, Ina éountxy, fuch as Great Britain, where money is CI? ‘;\ P.
lent to government at three per cent. and to private people upon )

good fecurity at four and four and a half; the prefent legal rate,
five per cent, is, perhaps, as proper as any.

" Tue legal rate, it isto be obferved, though it ought to be fome-
what above, ought not to be much above the loweft market rate.
If the legal rate of intereft in Great Britain, for example, was
fixed fo high as eight or ten per cent. the greater part of the money
which was to be lent, would be lent to prodigals and projectors,
who alone would be willing to give this high intereft. Sober
people, who will' give for the ufe of money no more than a part
of what they are likely to make by the ufe of it, would not venture
into the competition.” A great part of the capital of the country
would thus be kept out of the hands which were moft likely to make
a profitable and advantageous ufe of it, and thrown into thofe
which were moft likely to wafte and deftroy it. ~ Where the legal
rate of intereft, on the contrary, is fixed but a very little above the
loweft market rate, fober peoplc'are univerfally preferred, as bor-
rowers, to prodigals and projectors.  The perfon who lends
money gets nearly as much intercft from the former as he dares to
take from the latter, and his money is much fafer in the hands of

the one fett of people than in thofe of the other. A great part of '

the capital of the country is thus thrown into the hands in which
it is mott likely to be employed with advantage.

No law can reduce the common rate of intere(t below the
loweft ordinary market rate at the time when that law 1s made. Not-
withftanding the edi& of 1766, by which the French king attempted
to reduce the rate of intereft from five to four per cent. money
continued to be lent in France at five per cent.; the law being
evaded in feveral different ways. :

3 K 2 Tz
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Tur ordinary market price of land, it isto be obferved, depends
every where upon the ordinary market rate.of intereft. The per-
fon who has a capital from which he wifhes to derive a revenue,
without taking the trouble to employ it himfelf, deliberates whether
he fhould buy land with it, or lend it out at intereft. The fuperior
fecurity of land, together with fome other advantages which al-
moft every where attend upon this fpecies of property, will generally
difpofe him to content himfelf with a fmaller revenue from land,
than what he might have by lending out his money at intereft.
Thefe advantages are fufficient to compenfate a certain differ-
ence of revenue; but they will compenfate a certain difference
only; and if the rent of land fhould fall fhort of thé intereft of
money by a greater difference, nobody would buy land, which
would foon reduce its ordinary price. On'the contrary, if the
advantages fhould much more than compenfate the difference,
every body would buy land, which again would foon raife its ordi-
nary price.  When intereft- was at ten per cent. land was com-
monly fold for ten and twelve years purchafe. As intereft funk
to fix, five, and four per cent. the price of land rofe to twenty,.
five and twenty, and thirty years purchafe. The market rate of
intereft is higher in France than in England ; and the common
price of land is lower. In England it commonly fells at thirty ; in

‘France at twenty years purchafe.
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HOUGH all cap{tals are deftined for fhe maintenance of CHAP.
B produétive labour only, yet the  quantity of that labour, ey

which equal capitals are capable of putting into motion, varies

extreamly according to the diverfity of their employment; as does

likewife the valuc which that employment adds to the annual pro-
duce of the land and labour of the coulitry.

* . .

A cariTaL may be employed in four different ways: either,.

firk, in procuring the rude produce annually required for the ufe
’ . . N - -

and confumption of the fociety; or, fecondly, in manufacturing

and preparing that rude produce for immediate ufe and confump-
tion; or, thirdly; in tranfporting cither the rude or manufactured -

produce from the places where they abouhd to thofe where .they
are wanted; or, laftly, in dividing particular portions of cvxthcr
into fuch fmall parcels as fuit the occafional demands of thofe who
want them. In the firft way are employed the capitals of all thofc

who undertake tlie improvement or cultivation of lands, mines,

or fifheries; in the fecond, thofe of all mafter -manufacturers ;.

“in the third, thofe of all wholefale merchants; and in the
fourth, thofe of all retailers. It is difficult to conceive that a:

capital fhould be employed in any way which may not be claffed:
under fome one or other of thofe four, '

Eacu of thofe four methods of employing a capital is effentially

neceffary either to- the exiftence or cxtenfion of the other threes

or to the general conveniency of the fociety.

7 : TUNLESS
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‘Unvxss a capital was employed in furnifhing rude produce to a

-certain degree of abundance, neither manufactures nor trade of
.any kind could exift.

"Unress a capital was employed in manufacturing that part of

‘the rude produce which requires a good deal of preparation_before

it can be fit for ufe and confumption, it either would never be
produced, becaufe there could be no demand for it; or if it was
produced"fpontaneouﬂy, it would be of no value in exchange, and
could add nothing to the wealth of the fociety.

UnvrEess a capital was employed in tranfporting either the rude
or manufattured produce from the places where it abounds to
thofe where it is wanted, no more of ecither could be produced
than was neceffary for the confumpﬁon of the niéighbourhoqd.
‘The capital of the merchant exchanges the furplus produce of

one place for that of another, and thus encourages the induftry

and increafes the enjoyments of both,

‘Unvress a capital was employed in breaking and dividing certain

portions either of the rude or manufatured produce, into fuch
, fmdll parcels as fuit the occafional demands of thofe who want

them, every man would be obliged to purchafe a greater quantity
of the goods he wanted, than his immediate occafions required.
If there was no fuch trade as a butcher, for example, every man
would-be obliged to purchafe a whole ox or a whole theep at a
time. ‘This would generally be inconvenient to the rich, and much
more {o to the poor. If a poor workman was obliged to purchafe a
month’s or fix months provifions at a time, a great part of the ftock
which he employs as a capital, in the inftruments of his trade, or in
the furniture of his fhop, and which yields him a revenue, he would

‘be forced to place in that part of his ftock which is referved for

4 - immediate
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immediate: confimption, . and which yiclds him no revenue. CHA P.
Nothing can be more convenient for fuch a perfon than to be able =

to. purchafe his fubfiftence from day to day, or even from hour to
hour as he wants it. He is thereby enabled to-employ almoft
his whole ftock as a capital. He is thus enabled to furnifth work
to a greater value, and the profit which he makes by it in this way
much more than compenfates the additional price which the profit
of the retailer impofes upon the goods. The prejudices of fome
political writers againft fhopkeepers and tradefmen, are altogether
without foundation. So-far is it from being neceflary either to
tax them or to reftii€t their numbers, that they can never be
multiplied fo as to hurtthe publick, though they may fo as to
hurt one another. The quantity of grocery. goods, for example;

which can be {old in a particular town, is limited by the demand-

of that town and ncighbourhood. The capital, thereforé, which
can be employed-in the grocery. trade cannot exceed .what-is fuf-
ficient. to purchafe that quantity, If this capital is divided
between two different grocers, their competition will tend to make

both of them fell cheaper, than if it were in the hands of one only;.
and if it. were divided among twenty, their competition would-be -

juft fo much the greater, and the chance of their combining to=
gether, in.order. to.raife the price, juft fo much the lefs. Their

competition might perhaps ruin fome of themfelves; but to take:
care of this is the bufinefs of the parties concerned, and it may -

fafely be trufted’ to their. difcretion. It can never hurt either the

confumer, or.the producer; on tlie contrary, it muft tend to make :

the retailers both . fell cheaper and . buy. dearer, than if the whole
trade ‘was monopolized by one or two perfons, Some. of. them,
perhaps, may fometimes decoy a weak cuftomer to buy what he
has' no occafion for.. This evil, however, is of too little impor+
tance to deferve the publick attention, nor would it neceflarily be
p'fcvented by reftriGting their numbers. It is not the multitude

of:
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BOOXK of ale-houfes, to give the moft fufpicious example, that occafions

&—~ a general difpofition to drunkennecfs among the common people ;
but that difpofition arifing from other caufes. neceffarily gives em-
ployment to a multitude of ale-houfes. ’

Tue perfons whofe capitals are employed in any of thofe four
ways are themfelves productive labourers. ~ Their labour, when
properly directed, fixes and realizes itfelf in the fubjet or vendible
commodity upon which it is beftowed, and generally adds to its
price the value at leaft of their own maintenance and confumption.
The profits of the farmer, of the manufacturer, of the merchant,
and retailer, are all drawn from the price of the goods which the
two firft produce, and the two laft buy and fell. Equal capitals
however, employed in each of thofe four different ways, will put
into motion very different quantities of productive labour, and aug-
ment too in very different proportions the value of the annual

produce of the land and labour of the fociety to which they
belong. :

Tur capital of the retailer replaces, together with its profits,
that of the merchant of whom he purchafes goods, and thereby en-
.ables him to continue his bufinefs. The retailer himfelf is the only
produélive labourer whom it employs. In his profits, confifts the

whole value which its employment adds to the annual produce of
the land and labour of the fociety.

Tur capital of the wholcfale merchant replaces, together with
their profits, the capitals of the farmers and manufacturers of whom
he purchales the rude and manufactured produce which he deals
in; and thefeby enables them - to continue their refpective trades.
It is by this fervice chiefly that he contributcs indirecly to fupport
‘the produgtive labour of the fociety, and to increafe the value of

its
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' i i 't ilor: CHAP.
tts annual produce. His capital employs too the failors anfi LA
carriers who tranfport his goods from one place to another, Ly

and it augments the price of thofe goods. b).( the value,\not 01.11y
of his profits, but of their wages. -This is all the produttive
labour which" it immediately puts into motion, and all the va}ue
which it immediately adds to the annual produce. Its operation
in both thefe refpets.is a good deal fuperior to that of the capital

‘of the. retailer..

ParT of the capital of the mafter ‘manufaéturer is ergp]oyed asa
fixed capital in the inftruments of his _tradc, and replaces, together-
with its profits, that of fome other artificer of whon} he purchafes
them.. Part of his circulating capital is employed in purchafing.

materials, and replaces, with their profits, the capitals of the farmers.- .

and miners of whom he purchafes them. —But a great part o.f it is
aiway,s,, either annually, or in a much fhorter period, diftributed
among the different workmen whom he employs. It.augr‘nents
the value of thofe materials by their wages, and by tl;'ell‘ raafters.
profits upon. the. whole ftock of wages,. materia'lg, and {n[’cruments
of trade employed in the bufinefs. It puts into motion,, there~
fore, a. much greater quantity of produétive labour, and adds a
much greater value to the annual produce of the land and labour-
of the fociety, than an equal capital in. the hands. of any whole~-
fale merchant,

No equal capital puts into motion a greater quantity.of produétive: -

labour than that of the farmer. Not only. his labouring fervants,
But his labouring cattle, are produétive laboufers. In agriculture
too nature labours along with man ; and though her labour cofts no-
expence, its produce‘}{’afs its value, as well as that of the‘moﬁ expen--
five workmen. ‘The moft important operations of agriculture feem .

" intended, not fo much to increafe, though they do that too, as to;

Vor. L. 3 L. . direct:
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BOOK dirett the fertility of nature towards the production of the plants
——~= moft profitable to man. A field overgrown with briars and brambles
may' frequently produce as great a quantity of ‘Vjcgetables as the
beft cultivated vineyard or corn field. Planting and tillage fre=
quently regulate more than they animate the a&ive fertility of
mature ; and after all their labour, a great part of the work always
remains to be done by her. The labourers and labouring cattle,

therefore, employed' in -agriculture, mnot only occafion, like the

workmen in manufa@ures, the reprodu@ion of a value equal to

their own confumption, or to the’ capital * which employs them, -

* together withits owners profits ; but of a much greatei value, Over
and above the capital of the farmer and all its profits, they regu-
larly occafion the reproduction of the rent of the landlord. . This
rent may be confidered as the produce of thofe powers of ‘nature,
the ufe of which the landlord lends to the farmer. - It is greater
or {maller according to the fuppofed ‘extent of thofe -'p'owers, or,

in other words, according to the fappofed natural or improved-

fertility of the land, It is the work of nature which remains after
dedulting or compenfating . every thing which can be regarded as
the work of man. 1t is feldom lefs than a fourth, and frequently
more than a third of the whole produce. "No chual quantity of
productive labour -employed in manufatures can ever occafion {o
great a.reproduttion, In them nature does nothing ; man does
all; and the reprodution muft always be in proportion to the
ftrength of the agents that occafion it. ‘The capital employed in
agriculture, t]lél'efoté, “notonly puts into miotion a greater quantity
of produétive labour ‘than any equal capital employed in manu-
é'\&m‘es, ~but in propqrt_ion too to the quantity of preductive labour
which it employs, it adds a much greater value to the annual pro-
duce of the land. and labour of the ‘comﬁ:ry,vte the real wealth
and revenue of its inhabitants. Of all ‘glic ways in which a
7 . ) -capital
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: it is by £ : ‘the CHAP.
capital can be employed, it is by far the moft advantage‘ous to the LA
fociety. ' Co : )
Tre capitals employed in the agriculture and in th§ 'retail. trade .
of any fociety, muft always refide within that foc1cty. Their em-
ployment is confined almoft to.a prec_ifg fpot, to the fa1l'm, _and
to the fhop of the retailer, They muft generally too, though
there aré fomé exceptions to this, belong o refident members of
the fociety.

Tur capital of a wholefale merchant, on the contrary, feems
t0 have no fixed or neceffary refidence any-where, but may wander
about from placé to place, according as it can cither buy g‘heap or
fell dear, - :

Tue capital of the manufacturer muft no doubt .rcﬁde where
the manufaéture s carrjled on;. but where this Q‘;all be, is not f\lways
neceffarily deterniined. It may frequently be at a great diftance
both from the place where the materials grow, and 'from th.af;
where the compleat manufaéture is confumed. Lyons is very dif-

. tant both from the places which afford the materials of its manu-
faGures, and from thofe which confume them. The People of
fafhion in Sicily are cloathed in filks made in other countrics, fw}n
the miaterials which their own produces. Part of the wool of Spm}l
is manufatured in Great Britain, and fome part of that cloth is
afterwards fent back to Spain.

WasTuer the merchant whofe capital exports the furp.lus pro-
duce of any fociety be a native or a forcigner, is of very little im-
portance. If he is a foreigner, the number of thelr. produttive
labourers is neceffarily lefs than if he had been a native by one
man only; and the value of their annual produce, by the pro-

: .3 L2 fits
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‘. may ftill belong indiffcrently either to his country, or to their

,.C o . . H
ountry, or to fome third country, in the fame manner as if he had

been- i “capi i
been'a native, The capital of a foreigner gives a- value to their

farplus produce equally with that of a native, by exchanging it for
g v

fomething for vyhich there is a demand at home. It as effeétunall
replaces the capital 'of the perfon who produces that furplus -and aY
;ﬁ'e&ua{]y enables him to continue his bufinefs ; the fervice b, Whicli
316; cap&tal&?f a1 wholefale merchant chiefly contributes. to ){"‘upp'ort
he productive labour, and to augment the th
d s val
produce of the fociety to which he belongs. te.c”, the emnnal

o I:I; dls Cf more csmfequence that the capital of the. manukfa&ur'erv
01:1 refide v~:1thm the country. It neceffarily puts into motion
ahgxeater quantity of productive labour, and adds a greatér.valué t
;1 e annual produce of theland and labour of the fociety. It m ,

ua . a
] ?v;/(::vc:[' , “be very,uﬁ?ful to the country, though it fhould not reﬁc}l’é
wit Sn 1;1. Th; capitals of the Britith manufacurers who work
up the flax and hemp annually i
t ¢ y imported from the coaft
Baltick, are furely ver oo
y ufeful to the countries which
! . produce them.
f1‘111'o{e mateInI:.JIS are a part of the furplus produce of thofe countr['n
which, unlefs it was annually exchan : -
B ‘ ged for fomething which i
in demand there, would be oty t
of no value, and Id
be produced. = The mer . oo tho i o
. rchants who export it, repl i
C , replace the capitals o
the people who produce it, and thereby encourage them to CI;ntinucf

th j2) 3 P p:
e production and the Britifh al 1
manuf Cturers re lace the ca; 1tals

u 1.1?'0 npé;:ICfT:AR tclountry, in the. fame manner as a “particular
pel Cu,mvatz - <i1tuelll y not have capital fufficient both to improve
I,_Ude o : ts and.s, to manufacture and prepare their whole

produce for immediate ufe and confumption; and to tranfport

4 . ) 4 the

¥

_ it puts into motion withi _
. which its émployment adds to the annual produce of the land and
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the" furplas® part either of the ‘fude or ‘manufattured produce to CHAP.
thofe diftant markets where it ¢an be exchanged for fomething fot Ve

Whicli‘thereisiva'_démarvxd ‘at home. ~The inhabitants of “many
different - parts - of Great Britain have not capital fufficient to im-

" prove and cultivate all  their lands. - The wool of the fouthern -

counties of Scotland is, a great part of it, aftera long land car-
riage through very bad roads, manufactured in Yorkfhire, for want -
of a capital to manufaCture it at home. - There are many little
n'lanufé&\'lring'towns in Great Britain, of which the inhabitants
have not capital fufficient to tranfport the produce of their own
induftry to thofe diftant markets where there is demand and con-
“famption for it. If there are any merchants among them, . they

" are properly, only the agents of wealthier merchants who refide -

in fome of the greater commercial cities.

Wien the capital of any country is not fufficient for all thofe
three purpofes, in proportion as a greater fhare of it is employed in
agriculture, the greater will be the quatity of productive labour which
n the country; as will likewife be the value

labour of the fociety. After agriculture, . the capital employed in
manufadtures put into motion the greateft quantity of productive
labour, and adds the greateft value to the annual produce.  That
which is employed in the trade of exportation, has the leaft effett

of any of the three.

Tue country, indeed, which has not capital fufficient for all
thofe three purpofes, has not arrived at that degree of opulence
for which it feems naturally deftined. To attempt, however, pre-
méturely.an‘d with an infufficient capital, to do all the three, is
certainly not the fhorteft way for a fociety, no more than it would

be for an individual, to acquire a fufficient one. The capital of
all

445"
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B OHO K all the individuals of a nation, has its limits.in the fame manner a5
“—~~o that of a fingle individual, and is capable of executing only cer-

tain purpofes. ‘The capital of all the individuals of a nation 'is
increafed in the fame manner as that of a fingle individual, by their
continually "accumulating and adding to it whatever they fave out
of their revenue, "It is likely to increafe the fafteft, therefore,
when it is employed in the way that affords the greateft revenue
to all the inhabitants of the country, as they will thus be enabled
fo make the greateft favings. But the revenue of all the inhabi-
tants of the country is neceffarily in proportion to the value of the
annual produce of their land and labour.

It has been the principal caufe of the rapid progrefs of our
American colonies towards wealth and greatnefs, that almoft their
whole capitals have hitherto been employed in agriculture, They
have no manufactures, thofeA houthold, and coarfer manufactures
excepted which neceflarily accompany the progrefs of -agriculture,
and which arc.the work of the women and children in every pri-
vate family. The greater part both of the exportation and coafting
trade of America, is carried on by the capitals of merchants who
rvefide in Great Britain. Even the ftores and warehoufes from
which goods are retailed in fome provinces, particularly in Vir-
ginia and Maryland, belong many of them to merchants who refide
in the mother country, and afford one of the few inftances of the
retail trade of a fociety being carried on by the capitals of thofe
who are not refident members of it. Were the Americans, either
by combination or by any other fort of violence, to 'f’rop the im-
portation of European manufactures; and, by thus giving a mo-
nopoly to fuch of their own countrymen as could manufature the
like goods, divert any confiderable part of their capital into this
employment, they would retard inftead of accelerating the further
increafe in the value of their annual produce, and would obftruét

- : ) inftead
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inftéad of - promoting
and greatnefs. no : : y
‘tvealtttIZmpt g'm the fame manner, to monopolize to themfelves thel\
0 a 2 1e »
whole exportation trade.

Tux courfe of human proq)eﬁty, 'mdeed,'] feem.; ff:i c‘i f;’f:;;i
have been of fo long continuance as to enable any‘:\ Lﬁ - g
acquir ital fufficient for all thofe threc purpofes; unlels,
o cepel -di iful accounts of the wealth
erhs we give credit to the wonderfu . unts of the weath
P“lh"‘PS’. ion of China, of thofe of antient Egypt, and of the
and' culgv::z{? Indoftan. ’Even thofe three countries, the wculth}cfs:,
::z;i2§11; to all accounts, that ev-er wer.e in tEe w;)rhl," r:;_‘q g;;nej s_,r
renowned for their fuperiority in a‘gnc:l;ui(.f;l?e(ig:im‘d(; e
They do not appear to have be‘el} emme}? :1 EO e g
antient Egyptians had a fup(.erﬁltlous.annpa_ :rthe e fias 2 lper-
ftition nearly of the fame k1}1d prc\.raxls amonb" S, ‘_r;atcr e
Chinefe have never excelled in fore‘lgn c.om-mc‘ cet;ics {Ccil et part
of the furplus produce of all thofe three "coun ric 1 0 have
0 a sorted by foreigners, who gave in exchang
?ssili?J;:;yZIE:XIfOL' wh‘iz’h they found a démand there, frequently

gold and filver.

IT is thus that the fame capital will in any country put mtz
motion a grc'atcr or fmaller ‘quantity of produ&wefl%bo;u, land

: 2 ) X ts land an

- or - value to the annual produce of 1

add a greater or {maller va o v  its lan !
laﬁoﬁx'é, according to the different proportions in which dlt 1s ;rﬁ
\ rade. e

lo 'ed’ in agriculture, manufactures, and virhlolefale fm ? o
gi{f)ei’euc“ toois very great, according to the different forts of whole.
fale trade'in which any part of it is employed. o
‘Arr wholefale trade, all buying in order to fell again by, x\f]x()l}(z-
fale, may be reduced to threé different forts. The home trade, the

t] A

1 arry he home
QO onfumption C 8 ade. The .
iowlgn trade of ¢ nf m > and the carrying tr
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i rards rea]l CHAPD, .
the progrefs of their country towards vlc‘?l v
This would be ftill more the cafe, were they -~
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;1:(;1? ils em'ploycd in purchafing in one part of the fame country
oy e n‘)g in another, tl.le produce of the induftry of that Vcour'\tl??’
comprehends both the inland and the coafting trade The f reinn
;lxjde of c?nfum.puon is employed in purchafing foreign goo(c)lgelfg;:'
a&?qe,con umption, The‘c'm‘rying trade is employed in tranf:

ng the commerce of foreign countries, or in cari‘ying the:lau i

plus produce of one to another, far-

Tue capital which is-em i : .

tal v ployed in purchafing i 't of
t};et;ountry in order to fell in another the produci :fl t‘;uzeirlzg::{’co{
o at country, generally replaces b J
f 1 . y every fuch rati
dl.ﬁlné} capitals that had both been cmployeZ{ in the(;I;erliaclsl?czr;wot
manufattures of that country, and thereby enables them to co:;r

tinue that employment. When it fends out from the refidence of

places by every fuch operation only one Britifh capital; The other-

the m.erchant a certain value of commodities, it generally bri
back in return at leaft an equal value of other commaodities ’ Vil/l}?gs'
‘both are the produce of domeftick inddﬁry, it neceflaril Y 1 o
by every ﬁ']CIl operation two diftinét capitals, which had ioltipbaces.
employed in .fupporting produtive labour; and thereby en l:fn-
them to. continue that fupport. The capital which fehﬁs S ) te!:
manufatures to London, and brings back Englifh cornCo cd-
manuf:a&ur_es to Edinburgh, neceffarily replaces, b ever. fanl
operatx?n, two Britifh capitals which had both Beén )ém I’.y d\'](':l:
the agriculture or manufattures of Great Britain.. pove

Tur capital employed in purchafing “foreign: goo&s fér home-=

lzonﬁm'{ptiof), when this.purchafe is made with the- produce of"
omeftick induftry, replaces too, by every fuch operétion; two-

‘(ihfﬁn&. cap‘itals 5 but one of them only is-employed in fupporting
Pomeihck mdu&f'y. The capital which fends Britith goods t§»
ortugal, and brings back Portuguéfe goods to Great Britain, re

s -
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is'a Poftﬁguefe.’ one. . Though - the - returns, . therefore, of the Cf‘*,A P.
foreign trade -of confumption fhould be as quick as thofe of the om—d

home-trade, the éapigal empbye_d, in it will give but one-half the
encouragement to the induftry or produtive labour of the country,

_ Bur the returns of the foreign trade of confumption are very

feldom fo quick as thofe of the home-trade. The returns of the
home—fradé generally come in before the end of the year, and
fometimes three or four times in the year. " The returns of the
forcign trade of confumption fldom come in before-the end of the
year, and ‘i'qx‘i“iet(i.x:hési not till after two or three years. A capital,
therefore, employed in the l}omc-t;'ad'é will fometimes make twelve

operations, or be fent out and re'tq‘rﬁé?d, twelve times, before a capi-
tal employed in the foreign trade of confumption has madé one,

: i_f the capitalé a;.e_' eEp;_ial, 'ghg}jéfdre, the one wi.ll'gi\(e‘ foqir_ and

twenty times more encouragement and . fapport to the induftry
of the country than the other. ’ C

" Tup foreign goods for hbrhe%éo;iﬁitriﬁﬁoﬁ' may fometimes be
purchafed, not with the produce of domeftick induftry, but with
fome other foreign goods. Thef’e'lle_a.:[’c';,':llo'\’s/'evéf, muft have been
purchéfed cither immiediately with' the produce of domeftick

induﬁfy, or with’ fomething elfe thia_tlll}a'd been purdmfed with it ;
for the cafe of war and conqueft excepted, foreign goods can never
be acquired, but in excliange for fomething that had been produced
at home, either immediately, or after two or more different ex-
changes. The effetts, therefore, of a capital eniployed in fuch
a round about foreign trade of confumption, are, in every refpeét,
the fame as thofe of one employed in the moft dire&t trade of the
fame kind, except that the final returns are likely to be fill more
diftant, as they muft depend’ upmrthe 1'et_i1rns of two or three
diftin€ foreign trades. If the flax and hemp of Riga are pur-

chafed with the tobacco of Virginia; which' had been purchafed
Vor. L : 3 M with
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with Britifh manufactures, the merchant muft wait for the returns

v~ of two diftinct foreign trades before he can employ the fame ca

f;tal in re-purchafing a like quantity of Britith manufaGtures
the tobacco of Virginia had been purchafed, not with Britiﬂ;

manufactures, but with the fugar and rum of Jamaica which had -

been purchafed with _xhofe manufactures, he muft wait for tl
returns pf t_hree. - If thofe two or three diftinét foreign otl; 21“?
fhould happen to be carried on by two or three diftinét n?ér h ; 'ces
: of.whom the fecond buys the gdo‘ds'inipdrt‘ed l;y the firft :' ;ulhs’
thxr.d bqys thofe imported by the fecond, in order té ex ’6rtrl tl :
again, .each merchant indeed will in this cafe receive tlf)e ret s
of }.ns own capital more quickly; but the final returns of the 'im;s
capital employed .in the trade will “be juft as flow as ever ; \v;’]}:) i:
ther the whole capital employed in fuch a round :abc;ﬁt tr: g-
belong to one merchant or to three, can make no difference w?flz
regard to the country, though it may with regard to the particu
lar merchants. ‘Three times a greater capital muft in bolt)li cafe S
be employed, in ordex to éxchangc a certain. value of . Britith .
nufactures for a certain quantity of flax and hemp, than v mallc—l-‘
have bFen neceflary,, had the manufactures and the i:fax and ;’l"“
been directly exchanged for one another.. The whole capital zmp
ployed', therefore, in fuch a round about foreign tradepcf'cm-
fumdptg_n, \Irvitl)l generally give lefs encouragement aﬁdfuppért fo?}ig
productive labour of the y 1
b more i e o the e kind I

OXH?-TE}—:KIR. be. the. for‘ei'gn» commodity with whiich the foreign:
fﬂ‘ f loxd. ﬂ‘cenne-con.ﬁ.lmpf:'lon; are purchafed, it can occafion nb
entia difference either in the nature of the trade, or in the en
ccf)utllagfsment and fupport which it can give.to.the produétive. labour
of the country from which it. is carried ‘on. ’ ‘ \

¢ . arried ‘on,” If they are ¥
c ; ‘on, 7 are pur-
chafed with the sold. of Brazil, for example,. or with the flle{rer

-of

- with fomething elfe that was fo.
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of Pe,ru,rthis gold and filver; like the tobacco of Virginia, muft _ CH ‘;\ P.

have been purchafed with fomething that either was the produce
of the indufiry of the " country, or that had been purchafed
So far, therefore, as the
produétive i labour of the country is concerned, - the foreign
trade of confumption which is carried on by means of gold and
filver, - has all the advantages and all the inconveniencies of
d about foreign trade of = confumption,
and will replace juft as faft or juft as flow the capital which is
immediately employed in fupporting that productive labour. It
feemms even to have one advantage over any other equally round
about foreign trade. . The tranfportation of thofe metals from
one place to another, on ' account of their fmall bulk and great
value, is lefs expenfive than that of almoft any other foreign goods
of equal value.’ Their freight is much lefs, and their infurance
not greater. An equal quantity of foreign goods, therefore, may
frequently be purchafed with a {maller quantity of the produce
of domeftick induftry, by the intervention of gold and filver, than
by that of any other foreign goods. The demand of the country
may frequently, in this mannet; be fupplied’ more compleatly and
at a fmaller expence than in any other. - Whether, by-the con-
tinual’ exportéition of thofe metals, a trade of this kind is likely
to impoverith the country from which it is carried on, in any
other way, I {hall have occafion to examine at great length here~

after. -

any other equally roun

TuaT part of the capital of any country which is employed in
the carrying trade, is altogether withdrawn from fupporting, the
produdtive labour of that particular country, to fupport that of
fome foreign countries. ‘Though it may replace by every operation
two diftinét capitals, yet neither of them belong to that particular

L B

country. The capital of the Dutch merchant, which carries the .

and brings back the fruits and wines

corn of 'Poland to Portugal,
: 3 Ma of



452
BOOK
11,

THE NATURE :'AND CAUSES OF

.of'I;ortu"gai! to.Poland; replaces by évery fuch operation two capitals,
neither of which had' been employed -in fupporting‘ ‘thefpr'odué‘tiv;

labour of Holland; but-one of them in fupporting that of Poland, :

and tbe other tlllat of P.ortugal. The profits .only return regularl,

to Hol%anq, and conftitute the whole addition ;vvvhich‘this'tr dy

Efcf%ﬂy makes to the annual produce of the ‘land and laboura oef
at country. = When, .indeed, the carryi ade’

) : » indeed, ying trade of an i N
cotlmtry is carnesi on with the fhips and failors of that co?nft? nc::]}llalt
ﬁa}; otf dthe capital’employed in it which pays the freight y’is d?

ributed ‘among, and -puts into motion a certai k . -
uted 1 ain numbe -
duétive labourers of that country. Almoft all nations ti)z?tfgro
had any confiderable fhare of the .carrying trade have in-f:é‘;e
. ? £ >

carried it on in this manner. .The trade itfelf has probably de

mvec.lL its name from it, the pco_ple of - fuch countries ‘bei
carriers. to “other countries. It does not, -howevelr {ee n{}g t'he
to the nature of the tltade that it {houlci .be fé. A D’utchmmeerzilltlat
;a};of::;);rgp;q’. employ his capi.tal in tranfacting the commei’cl:
of Poland . ﬂ.lol@ial., ‘by carrying part of the fuxjplus produce
s bé i ,eao_t_ er, not in Dutch, but in Britifh bottoms..
Ttmay b pIt umed, that h'e actually does fo upon fome par.ticuléu.
occaf has.bee ‘ ;s upon this a'xccount, ‘however, t]laf,tlle»cérﬁing
frade has b : ; uppofed PECLlllarly advantageous to.fuch a countfyA
- m_lmbe r1 :1{1, ?f which the.defence and fecurity depend upoﬁ
P I n(])a 1tsr ‘aillors and f.hx_p_ping. But the fame capital may:‘
Smpoy 8 tior;y al‘ ors anc} thipping, either in the foreign tradé
of <on ve‘[; : » of even m‘ the home-trade, when carried on by:
of{faikg) (:i S, as it coult.l In the carrying trade. The numbeii
rs and fhipping which any particular capital can employ
»

does not depend upon the nature of the trade; but partly upen. -

the bulk of the i i )
the b goods in proportion to their val partly
: ; ue, and. par
Ep;xt t];)e- diftance of the ports between which. they are t:A bf irﬂY;
ed 3 chiefly upon the former of thofe two circumftances ’I?IZ;

coal-trade from Newcaftle to London, for ‘example, -employs more
: : thipping

fhipping than all the carryin
“arg-at’no great diftance. .

_ the ‘carrying trade, than what would naturally g

'_ THE éapitél; theiéf'qifc; empI‘ci)yed in
- will generally give encour

.. of the political ceconomy of eve
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encouragements, a larger fhare of the capital of any country into
o to it, will not
always. neceffarily increafe the fhipping of that country.

the home-tradeof anycountry’
agement and fupport to a greater ‘quantity
r in that country, and increafe the value of its

“of prddu&ive labour in t
* annual produce mo

re than an equal capital employed in the foreign
trade of confumption:: -and the capital ‘employed in this-lattér trade-
has in both thefé refpes a flill greater advantage over an -equal
capital employed in the carrying trade. The riches, and, fo faras
power depends upon riches, the power of every country, muft al--
ways be'in proportion to: the value of its annual produce, the fund!
from whichi all taxes muft ultimately be paid.  But the great objeét
‘ ry. country, is to encreafe the
riches and: power of that country. It ought, therefore, to give no:
preference nor fuperior - encouragement to- the foreign trade of
confumption- .above the home-trade, nor to the carrying trade
above cither of the other two. It ought neither to force nor to:
allure into cither of thofe two channels, a greater fhare of the ca--
* pifal of the country. than what would. naturally flow into them of’

its own accord.

Eacw of thofe différent Branches of trade;. however, is not:
but neceffary and: unavoidable, when the:

only advantageous,
t or violence naturally. in~

courfe of things without any-conftrain
_ troduces it. :

Ween the produce of any particular bran
- what the. demand of the country requires, the furplus mu

ch of induftiy exceeds:
t be:
fent
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g trade” of England,” though the ports C I{’A P,
To force, therefore, by. extraordinary gl
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B OHOK fent abroad, and ‘exchanged for fomething for ‘which there is a

v~ demand at home.

Without fuch exportation,’ a part of the pro-
duétive labour of the country muft ceafe, and the value of its annual
produce diminifh, The land and labour of Great Britain produce
:generally more corn; woollens, and hard ware, than the demand
‘of the home-market requires. 'The furplus part of them, there-
fore, muft be fent abroad, and exchanged for fomething for which
there is a demand at home. It is only by means of fuch ex-
portation, that this furplus. can acquire a value fufficient to
compenfate the labour and expence of producing it.

Jbourhood of the fea-coaft, and the banks of all navi;
are advantageous fituations for induftry,

The neigh-
gable rivers,

thing elfe which is more in demand there.

‘Wien the foreign goods which are thus purchafed with the fur-
Plus produce of domeftick induftry exceed the demand of the home-
market, the furplus part of them muft be fent abroad again,
-and exchanged for fomething more in demand at home. About
finety-fix thoufand hogfheads of tobacco are annually purchafed
in Virginia and Maryland, with a part of the furplus produce
of Britifh induftry. "But the demand of Great Britain does not
Tequire, perhaps, more than fourteen thoufand. If the remaining
eighty-two thoufand, therefore, could not be fent abroad and ex-
changed for fomething more in demand at home,
of them muft ceafe immediately, and with it the produétive labour
of all thofc:inhabitants of Great Britain, who are at prefent em-
ployed in preparing the goods with which thefe eighty-two thou-
fand hogftheads are annually purchafed. Thofe goods, .which are
part of the produce of the land and labour of Great Britain, having
no market at home, and being deprived- of that which they had
abroad, muft ccafe to be produced. The moft round about foreign

Vi . trade

the importation

only becaufe they facilitate
the exportation and exchange of fuch furplus produce for fome-
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ot : fions
wade of confumption, therefore, may, upon fome occaiions,
l' N -
: the p
eceffary for fupporting o
:fn;l the value of its annual produce,, as the moft di
| | i is 1 fed to fuch a
ital: ftock of any" country 1s increa -
WHEN the capital’ ftoc Ty e i confump-

i t be all employed in {upply: ) -
d'eg’ree," t;l?'\tl 1to:leirtlltc;o'die produétive labour: of .that ?artxc;xelacra::)\;;xg;
tl?"’ﬂ?n fur I1)\135 part of it naturally difgorges itfelf mtf;)i -téxS to 0yt ing:
e dPis employed“ in performing the fame ;t cd o
o s, The carrying trade’is the. natural effe bantheynaturaL
“O“n‘f“es' ational wealth:: but it does not: ~i'eem.l:f) id— o e
ox glea; l;t Thofe ftatefmen who: Iiave’been' difpo ; e
?a“fe'(;l ) e;rticular encouragements,. feem- to ha:we T
vy g {ym tom. for the caufe. Holla.nd,' in b;.)t rlrts e
effe& talzlt oz tklie land and the number o{';l 1'(51111}:111 el gareat,eﬁ: y e
e sich ' i e, 1 accordingly, . the gre :

i ntry in Europe, has, e econd.
o mhe:rrc?:g tyrade of Europe. England, pderilaplsmve Jfecon”
O_f W m);try of Europe, is- likewife fuppofzir . c;or e ey ing,
mdle[tl: ({)hare of it; though-what commonly p N esfo“nd  camyine.
fld?: of England,, will. frequently,. peél)ap;,.coi orantions ey
e : i trade. o ¥ f
' round about foreign ‘ : e,
more than aat meafure, the trades. which carry thc? g?‘oEi o
are, i a gx; @ Indies,. and. of America, to dlffcxe.n. .
iy Tflofe ' goods are generally purc'hafcd:elthéx 1mell ey
mf“ke:- roduce of. Britifh induftry; or w;t_h.fo;netﬁ;nagl cfe whiel:
wxglli " ppurchafed with that: produce, and Gt 1e.t e,
o et “or confumed«in Grea s
X ¥ 1ty ufed or confum e
o tlad'es{ ail: fi‘;g; gn in Britifh bottoms betwee;x tl;ek?:lf(il’enc ZX;_A
e WIfn:}:e Mediterranean, and fome tradc? Qf the: anzs of oy
Pf’rts . Britifh- merchants- between the dlﬁ"erent.})or o
neion-beyrh'\ps the principal® branches of what.is properiy:
make, -perhaps,

) itain.,.
carry_m&tradc. of Great Brita _—
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T eitétt of the hotrie-trade ‘and' of the eapital Which cafi bt

- == employed i’ it,” is neceffatily- limited by the value of the flirplus
produce of all thofe diftant ‘places within the country which hive:

occafion to exchange their refpeétive productions with one another.,
‘That of the foreign trade of confumption, by the value of the fuir-

Plus produce of thie whole country and of -what can: be purchafed °

with it.”” That’ of the carrying trade, by the value of ‘the furplus
produce of all the different countrics in the world. Its poffible
extent, therefore, is in a'manner infinite in’ compaiifon: of that
of the other two, and is capable of abforbing the greatéft ca-

THE corifideration of his own private profit, is ‘the fole motive
which determines the owrier of aniy capital fo ¢émploy it either in
agriculture, in manufactures, or in fdme'p'aftituiar branch of the

" wholefile or retail trade, The difforent quantities of produdtive
labour which' it may put irito-motion, and the different values which:
it may'add to the annual produce of the land and labour of the
fociety, according ds it is employed i one or other of thofe-dif-
-ferent ' wdys, never enter into his thonghts. ~ In ‘countries; theres
fore, where agriculture is~the’m6ﬁr'pi‘oﬁtéib1e of all ‘employments;-
afid farming and ‘inprovirig the ‘moft direft roads to a Aplendid
fortune, the capitals of iiidividuals’ will naturally be -employed in
the ‘manrier moft advantageous to the whole fociety. The profits
of agriculture, however, feem to have no: fupetiority over thof¢ of
other employments in any part of Europe. Projedtors, indeed,
in every corner of it, have within thefe few years amufed the:pub-
lick with ‘moft magnificent accounts of the profits to be made by-
the cultivation and improvement of land. Without entering into
any particular difcuffion of their calculations, a very fimple ob-
fervation may fatisfy us that the refult of them muft be falfe. We
fee every day the moft fplendid fortunes that have been ‘acquired

4 in -
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‘ ‘ X X CHAP.
T the courﬁ’, of a ﬁl]glﬁ lifC by trade and mauufa&mes, ﬁequently V. .
mn ]

from a very fmall capital, fometimes from no capital. A fingle «———

inftance of fuch a fortune acquired by agriculture in t}]x;e{(‘;m;?
time, and from fuch a capital, has not, perhnpi, olcl:cthc n
Europe during the courfe of the prefent century. ) 1n a insgun—
countries of Europe, howevér, much good }and i'hl rellmaf P
cultivated, “and =§he greater part of w?a% is cultivated is far fr

being improved to the degree of which it is capable. 5 e,
therefore, is almoft every where capable of a})fo.r 1ngVV z;. moch
greater capital than has ever yet been employ.eg in it. - ha I;:icﬁ
cumftances in the policy of Europe have given the trades w

are carried on in towns

it more for their advantage to employ ‘their caplfals hln 'the)rrcr)l\?:i‘:

diftant carrying trades of Afia and Arr.lenca, th.an in .t‘ e imy o

1nent and cultivation of the moft fertx}c fields in jchenho‘wntixc ,t,wo
* pourhood, I fhall endeavour to explain at full length in th

following books, -

Vor. L. 3N

Agriculture, .

fo great an advantage over that which is
i : X find .
carried on in the country, that private perfons frequently ‘



