- '_rlse took place.

- M4

of commodities were permanently raised by
high wages, the proposition would. not be
less true, which asserts that high wages inva-~
riably affect’the employers of labour, by de-
‘priving them of a portion of their real profits.
‘Supposing the hatter; the hosier, and the
shoemaker, each pald 10/. more wages in the
manufacture of a particular quantlty of their

commodltles, and that the price of hats,.

stockings, and shoes, rose by a sum sufficient
“to repay the manufacturer the 107 ; then
'31tuat10n would be no better than if no such
If the hosier sold his stock-
ings for 1104 mstead of 1004, his - profits
would be precisely the same money amount

as before ; but as he Would obtain in exchange; ”

for this equal sum, one tenth less of hats, shoes,

and every other commodity, and as he could
with his former amount of savmgs employ

fewer labourers at the increased wages, and
purchase fewer raw materials at the increased
prices, he Would be in no better situation
than if his money profits had been really di-
minished in amount, and every thing had
remamed at its former price. Thus then I

have endeavoured to sheW, ﬁrst that a rise of

wages_weuld“ngt raise the price of commo-

145

dities, but would invariably lower profits;

and secondly, that if the prices of commodi- -

ties could be raised, still the effect on profits
would be the same; and that in fact the

value of the medium only in‘which prices

and profits are estimated would be lowered.

L




 CHAPTER VL.
ON FOREIGN TRADE.

No extension of foreign trade Wllll 1mnme;
diately increase the amount of va uerfl'uu
country, although it will very,fpowenOdz
contribute to increase the mass of comr ”
ties, and therefore the sum of enjoyme e(i
As the value of all foreign goods 1s measilrnd
by the quantity of the. procl.uce ofhour‘ afor
aﬁd labour, which is given 1n exc ange‘:fb
them, we should have no greater value, 1. z
the discovery of new 1narlf:ets, we ob!:ame
double the quantity of fo.relgn goo’d‘s uifet}){-
change for a given quantity of our’s. un};
the purchase of English good§ to the ar?(t) "
of 1000/. a merchant can obtain a‘qua;ln 1E y -
foreign goods, which he can sell 1n the Eng

lish market for 1,200/, he will obtain 20 per
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cent: profit by such an:employment of: hig
capital ; but neither. his: gains, nor the-value
of: the:commodities im ported, will be.increas-
ed.or:diminished by the greater or smaller
quantity of foreign goods obtained. .- Whe-
ther; for example, he Imports twenty-five or

:ﬁfty.~ pipes of wine, his interest can be.no. way

affected, if at one time the twenty-five pipes,

and: at another the fifty. pipes, equally sell

for 1,200/. In either case his profit will be
limited to 2001, or,20 per cent. on his capital ;
and in either case the same valye will be im-
ported into England. -If the fifty pipes sold
for more than. 1,200/, . the. profits of this indi-

~vidual :merchant. would exceed the .general

rate of profits, and -capital would naturally
flow into thig advantageous trade, till the fall
of the price of wine had brought every thing
to the former level, L

It has indeed been contended, that the
great profits which are sometimes made by
particular merchants in foreign trade, will
elevate the general rate of profits in the coun:
try, .and that the abstraction of capital from
other employments, to partake of the new
and beneficial foreign commerce, will raise

L2
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prices generally,'andf'thereby‘ increas.e prloﬁts».
It has been said, by high  authority;: fhat
less capital being necAeSSarily_,; d’.ev,ot.ed-. to tl;:z
growth of corn, to the manufacture of (flot ,
hats, shoes,: &c. while the demand cc.n.ltmujei
the same, the price of these »commodlt}es ‘Wlll._ |
be so increased, that the farmer, hatjce;*, ql_op
t‘h‘i‘e'r,‘ and shoe-maker, will .ha,ve an._mcreajé
of A_~.:proﬁts,v'as well as the fbr_elgnkzmerc_}.xar_lt.r, :

| | | They who hold this -argument agree Wlth
me, that the profits of different employmenﬁv
have a tendency to conform to one anothel-._’,
‘to ;édv,z;m’ce and 1jecede,togeth¢r.,~ OL}I‘ va-
riance, consists in this:: They contend, that
thé-eqliality of profits will be brppght abovutf
by the general rise of. profits; zm(iL;I;,.am.o1
oi)iliion, that the .profits of ‘the,; fe_wourec1
trade will speedily subside to the genera

level.

F _(').1?,>f'11'St~,= T deny that less capital .jyill ne-
c,és‘saljily be devoted to. the .gro,wth’.oﬁ-corn.,
fo.themanufacture of cloth, hats, shogs;,::&c.,;
ﬁﬂessi the .demand for these: .COmeodlm’es be

% See Adam Smith, book 1. chap. 9.t T
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diminished ; ‘and if so, their price ‘will not
rise. In the purchase of foreign ‘commodi-
ties, either the same, a larger, or a less por-

of England will be employed. If the same por-
tion be so fem_ployed, then will the same de-
mandexist for cloth, shoes, corn, and hats, as
beforé; and the same ‘portion of capital will
be devoted to their ‘production. If, in con-
sequence of - the- price of foreign commo-
dities:'being" cheaper, a less portion of the
annual produce of the land’ and labour of
England is_employed in the puirchase of fo.
reign commodities, more will remain for the
purchase of other things. - If there ‘be ‘a
greater demand for hats, shoes, corn, &c.
than before, which there may be, the con-
sumers of foreign commodities having an ad-
ditional portion of their revenue disposable,
the capital is also disposable with which the
greater value of foreign commodities was be.
fore purchased; so that with the increased
demand for corn, shoes, &c. there exists also

the ‘means’ of procuring an increased suppiy;

and - therefore neither prices nor profits can

permanently rise:  If more of the produce of
the land and:labour of ‘England be employed

tion of the .produce ‘of the land and labour
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in the purchase -of foreign' commodities, ‘less
can be employed 'in the purchase of other
things, and therefore fewer hats; shoes, &c.
will be required. - At the same time that-ca-
pital is liberated from the production of shoes,
hats, &c. more must be employed in ‘manu-
‘facturing those commodities with which - fo-
reign commodities are purchased; and con-
-sequently in all cases the demand for-foreign
and home commodities together, as far as re-
gards value,.is limited by. the revenue-and
capital of the country. - If one increases; the
other must diminish. ~ If the importation of
wine, given in exchange for the same quantity
of English commodities be doubled, - the peo-
ple of England can either consume-double the
quantity of wine that they did before;: or the
same quantity of wine and a greater quantity
of English commodities. ' If my revenue had
been 1000/., with which I purchased annually
one pipe of wine for 100/. and a certain quan-
tlty of English commodities for 900 ; when
wine fell to 50 per pipe, I might lay- out the
501. saved, either in the purchase of an addi-
tioﬁal pipe - of wine, or in -the- purchase of
more English commodities. "~ If* I bought
more wine, and every wine-drinker did the

AN
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same, the foreign trade would not ‘be iii ‘the
least disturbed ;" the same quantlty of English

commodities would be exported in’ ‘exchange
for wine, and we should receive' double the

- quantity, though ‘not ‘double ‘the value of

wine.: But if I, ‘and ‘others contentéd our-
selves with the same quantity of wine as. be-
fore, fewer ‘English commodities would be

- exported, and ‘the wine-drinkers might either

consume the commodities which were before
exported or. any others for which-they had
aninclination. The capltal required for their

production would be' sapplied by the capltal
liberated ﬁ om the forelgn trade.

2

‘There are two Ways n Whlch capital may be
accumulated it may be saved either in con-
sequence of increased revenue, or of dimi-

-nished consumption. If my profits are raised

from 10004 to IQOOZ ‘while: my expenditure
contlnues the same, I accumulate annually
200.. more than I did before. If 1 save 200L
out of my expendlture while my profits con-
tinue the same, the same effect will be pro-
duced ; 2001, per annum will be added to my
capital. The merchant who imported wine
after proﬁts had been raised from 20 per cent
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to AQ per cent., instead of purchasing his Eng-
lish goods for 1000Z, must purchase thiem.for
8571. 25.-10d., still selling: the winé which:he
imports 'in- return -for those .goods for 12007.;

‘or, if he continued to purchase his English

goods for 1000Z, must raise the price of lais
wine to 14007 ; he would thus obtain 40 in-
stead of 20' per cent. profit on his -capital;
but'if, 'in-consequence -of the cheapness of all
the -commodities on-which his revenue ‘was
éxpended, he 'and ‘all-other consumers’ could
save the value of 200/ out of -every -1000/.
they - before expended, they would .more ef-
fectually add to the real wealth of the coun:

try; in one case, the savings would be made ;
in consequence of an increase of revenue,

in -the other in consequence of dummshed
expend1tu1e

If by the 1nt10duct10n of machlnery, the
genel ality of the commaodities -on which: re-
venue was expended fell: 20 per cent..in value,
I should be enabléd to save .as effectually as
if. my:revenue: had been raised 20 per’ cent. ;
but in . one case the rate of profits ;15 sta-
tionary, in the other it is raised 20 per-cent.
—If, by the lntloductlon of cheap f01e1gn;
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goods, -I. can save 20 per cent. from my ex-
penditure, ‘the effect will be precisely. the

~same -as 1f machinery had lowered the ex-

pense of their production, but profits would
not be raised.

It is not, therefore, in consequence of the
extension of the market that the rate of pro-
fits is raised, although such extension may be
equally efficacious in increasing the mass of
commodities, and . may thereby enable us to
augment the funds destined for the mainte-
nance of labour, and the materials on which
labour may be employed. It:is:quite as im-
portant.to the happiness of mankind, that our
enjoyments should be increased by the better
distribution of labour, by each country: pro-
ducing those commodities for which by its
situation, its climate, and its other natural or
artificial advantages it is adapted, and by their
exchangmg them for the commodities of other
countries, as that they should be augmented
by a rise in the rate of profits.

It has been my endeavour to shew through-
out this work, that the rate of pr ofits. can
never be.increased but by ‘a : fall -in .wages,
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and that there can -be no permanent fall of
wages but in consequence of a fall of the ne-
cessaries on: which wages are expended. If;
thelefore, by the extension of f01e1gn trade,
or by lmplovements in machinery, the food
and necessaries of the labourer can be brought
to market at a reduced price, profits will rise.
If, instead of gtowmg our own corn, or ma-
nufacturing the clothing and other necessaries
of the labourer, we discover -a new market
from which we can supply ourselves with

these commodities at a cheaper prlce, ‘wages
will fall and profits rise; but if the commodi-

ties obtained at a cheaper rate, -by the exten-
sion of foreign commerce, or by the improve-
ment of machinery, -be excluswely the com-
modities consumed by the rich, no alteration
will take place in the rate of plohts The

rate of wages would not be aﬁ"ected although

Wlne, ‘velvets, silks, and othe1 expenswe com-

modities, should fall 50 per cent., and conse-"

quently profits would continue unaltered.

Foreign trade, then, though highly bene-
ficial to a country, as it increases the amount
and variety of the objects on which revenue

may be expended, and affords, by the abun-
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dance and cheapness of . commodltles, incen-
tives 'to savmg, and to the accumulatlon of

~capital, has no tendency to raise"the profits

of stock, unless -the: commod1t1es imported

be of that description on Wluch the wages of
labour are expended. |

The -remarks which have been made:re-
specting foreign-trade, apply equally to home
trade. :The rate of profits-is'never inicreased
by abetter distribution of labour, by the in-
vention of machinery, by the establishment
of roads and canals, or by any means of
abrldglng labour elthel in the manufacture
or. in the: conveyance of goocls These are
causes which operate on -price, and never fall
to be highly beneficial to. consumers, since
they enable them with the same labour, or
with the value of the produce of:the 'same
labour, to obtain in exchange a greater quan-
tity of the commodity to which the i Improve-
ment is applied;: but. they have no effect
whatever on profit. On the other hand,
every diminution in the wages of labour raises
profits, but produces no effect’on the price of

commodities. - One is advantageous - to - al]

classes, for all classes are consumers; -the
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other- is beneficial only to. pxoducels, they
‘gain ‘more, but every thing remains at- 1its
former price.
same as’ before; but every. thing on which
their galns are expended, is diminished 1n.ex-
changeable value. |

The same rule which regulates the relative
“value of commodities in one country, ‘does
not regulate the relative value of the comimo-
dities exchanged between two or more coun-
tries, |

Under a system of perfectly frée commerce,
‘each country naturally devotes. its capital
and labour to such employments as are most
| beneficial to each. 'This pursuit of individual
“advantage is admirably connected with the
universal good of the whole. By stimulating
industry, by rewarding ingenuity, and by
using ‘most eflicaciously the peculiar. powers
bestowed by nature, it distributes labour
most effectively and most economically :
while, by increasing the general mass of
‘productions, it diffuses general benefit, and
binds together by one common-tie of interest
and intercourse, the ‘universal society -of

~In the first case, they get the .
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nations throughout the civilized world. It is

* this principle which determines ‘that wine
shall be: made in France and- Portugal, that
corn.shall:be grown' in' America ‘and Poland;

and that bardware and other goods Sh‘tu be
manufactmed in-E ngland '

In one and the same comltry, ',proﬁts are,
generally speaking, always on the same level;
or differ only as the employment of capital
may be more ‘or less secure and agreeable.
It is not so between different countries. If
the profits of capital employed in Yorkshire,
should exceed those of capital employed in

- London, capital would speedily move from

London to Yorkshire, and an equahty of
profits- would be effected ; but if in' conse-
quence ‘of ‘the diminished. rate of" production;
in the lands of England, from the increase of
capital and population, wages should rise;
and profits fall, it would not follow that:ca-
pital and population” would necessarily move
from England to Holland, or Spain, or Rus—
sia, where profits might be higher.

- If Portugal had no commercial connexion

- with other countries, instead of employing a
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great part of her capital ‘and industry in the.
production .of wines, with which she pur-
chases- for: her own use the:cloth and hard-
ware of other countries; she would be obliged
to devote a part of that: capital to the ma-:
nufacture of those. commodities,. which: she
would thus obtain probably inferior in quality
as well as quantity. S TR

The quanti'ty of wine .which she shall: give
in exchange for the cloth of England; is not
‘determined by the respective quantities of

labour devoted.to the production of each, as

it would' be, if both commodities were manu-

factured in England, or both in Portugal. .

| 'E:r’]glan‘d” may Be so circumstanced;- that to
produce the cloth may require the labour of
100.men for oneyear; andif she attempted:

to make the.wine, it might require the labour

of . 120 ‘men- for the same- time. England
would therefore find it her interest to 1mport

wine, and. to purchase it by the. exportation.

of cloth.

- To produce the wine in.Portugal, ‘might

require only the labour of eighty men for one
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year, and to produce the czlbyt_h“in the same

country, mightrequire the labour of ninety

men for the same.time. It would therefore

be ’ac}_‘x_f;ant_ageous for “her_ to :export, Wineel-i‘q
exchange for cloth. This ‘exchange might

even -take place, ﬁndtwithstan{d‘ing,;thapt‘ the |

commodity imported by Portugal could be
produced there with less labour than in Eng-
land. ~ Though “she could make the cloth
with the labour of ninety men, she would im-
port it from a country where it required the
labour of 100 men to produce it, ‘because it
Would' be ‘Aa',dvantageous to her rather to em-

ploy her capital in the production of wme, |

for which she would obtain more cloth from
England, than she could produce by diverting
a portion of her capital from the cultivation
of viri’és' to tHé"rflaiiiifacturé,Of leth, I

: Trhus, England would give‘,the prddﬁcé of

 the labour of 100 men: for the produce of the

labour of 80. - Such an ‘exchange could not
take place between the individuals of . the
same country. The labour of 100 English-
men cannot:be given' for that of 80 :English-
men, ‘but ' the produce of the labour of 100
Englishmen may be given for the produce of

k]
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the labour of 80 Portuguese, 60 Russians,” or
120 East Indians. - The difference in’ thls
respect; between a single country an_t’i‘ many,
is e’asil’y accounted for, by c‘onsi(,ieru?g tyhe.
di‘fﬁ;culty' with which capital moves from one
country to another, to seek a more prof?tab{l'e
erhﬁdemeﬁt; ‘and the actiyity ‘W}th Whlph 1t
invariably passes from one province to ano-
ther in the same country.* a

It would undoubtedly be advantageous'to
the capitalists of England, and to the' con-
sumers in both countries, that under such cir-
ciim_s‘té‘nces, the wine and the »c1.ch shqu_ld

3 It will appear then, thata country possessing very cpnsiden-
able 5&\;aﬁfageé in. machinery and skill, andehich" may there;
fore be enabled to manufacture commodities with much less
labour than her neighbours, may in return for s.uch cm'nzxano—
dities, import a portion of the cornre.'quired for its, consump-
tion, even if its land were more fertile;: and corn- could  be

orown with less labour than in the country from which 1t was
o' AP ‘

imported. Two men can both make shoes and hats, and one

is superior to the other in both employments ; but in. making |

hats, he can only exceed his' competitor by .one-ﬁfth’ or Qgipexz
cent., and’ in: making shaes he can excel him- by one-third ot
33 per cent, ;—will it not b,:gfo_r' tbje _l;ntgxzest: of boq‘l,;i thm‘; the
éﬁlpé’i‘iorvmhn.‘shb'lﬁﬂd:li’amploy .l;nmielf gxdqsxve}y in mak1H%
shoes, and the inferior man'in making hats?* -

161

both be made in Portugal, and therefore that
the capital and labour of England employed
in making cloth, should be removed to Por- |
tugal for that purpose. In that case, the /i
relative value of these commodities would be
regulated by the same principle, as if one were i &
he . produce of Yorkshire, and the othel‘"ff(_;_)ﬁ'ie/ff.
London; and in every other case, if capltai‘ :
freely flowed towards those countries where *\’\( -
it could be most profitably employed, there :
could be no difference in the rate of profit,
and no other difference in the real or labour
price of commodities, than the additional
quantity of labour required to convey them

to the various markets where they were to be
sold. . EER
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Experience however shews, that the fancjed
or real insecurity of - capital, when not under
the immediate control of its owner, together
with the natural disinclination’ which every
man has to quit the country: of his birth and

‘connexions, and intrust himself with all his
habits fixed, to a sfrange government and new
laws, check the emigration of capital. These
feelings, which I'should be sorry to see weak-
ened, induce most men of property to be
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satisfied with a low rate of profits in their
own country, rather than seek a more advan-
:tég"eélis employment for their wealth in fo-

reign nations..

.ch)xld_:and- éilver having been chosen for the

‘general medium of circulation, the}f are, by
" the competition of commerce, distributed in

.such proportions amongst the different cour-

| ,' ‘tries of the world, as to accommoSiatg'them'_
.selves\‘to the natural traflic “which would

take place if no such metals existed, and the

trade between countries were purely a trade of

barter.

Thus, cloth cannot be imported into Por-
tugal, unless it sell there for-more.: golfi than
'it "cost in the country. fro,m \.Nhlch 11(:jl .‘W::J.S
imported’; and wine cannot be 1mporte tgl o}
England, unless it will sell for more there » ain
it cost in Portugal. If the trade were purely
a trade of barter, it could “only continue
whilst England could mak-fa cloth 50 che.ali)1 as
to obtain a greater quantity of wine with a
g”i‘vénf quantity of labou.r,‘ by manufactu;'ll.ll]i
cloth than by growing vines; and also vzfi | 1b
the lihdus,try‘ of Portugal were attended by

e
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‘the reverse effects. * Now suppose England
‘to discover a process for making wine, so that
1t should become her interest rather to grow
1t than import it: she would naturally divert
a portion of her capital from the foreign trade
to the home trade; she would cease to manu-
facture cloth for exportation, and would grow

wine for herself. " The money price of these

commodities would be regulated accordingly ;
wine would fall here while cloth continued
at its former price, and in Portugal no altera-
tion would" take place in the price of eitheér
commodity. Cloth would continue for some
time to be exported from this country, because

~its price would continue to be  higher in

Portugal than here; but money instead of
wine would be given in exchange for it, till
the accumulation of*'money here, and its
diminution abroad, should so operate on the
relative value of cloth in the two countries,
that it would cease to be profitable to export
it. If the improvement in making ‘wine
were of a very important description, it might
become profitable for. the two countries to
exchange employments; for England to make
all the wine, and Portugal ‘all the cloth, con-
sumed 'by them: but this could be effected
M2

]
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only by a new distribution”of the precious
metals, which should raise the price of cloth
in England, and lower it in Portugal. . The
relative price of wine would fall in England
in consequence of the real advantage from
the improvement of its manufacture; that is to-
say, 1ts natural 'price would fall: the relative
price of ~cloth would rise there from the
accumulation of money. | |

Thus, suppose before the improvement in
making wine in England, the price of wine
here were 504 per pipe, and the price of a
certain 'q'uantity-of cloth were 45.., whilst in
Portugal the price of the same quantity of
wine was 450., and that of the same quantity
of cloth 50 wine would be exported from
Portugal ‘with a profit of 5., and cloth from

" England with a profit of the same amount.

Suppose that, after the improvement, wine
falls to 450 in England, the cloth continuing
at the same price. Every transaction in
commerce is an independent transaction.
Whilst a merchant can buy cloth in England
for 451., and sell it with the usual profit in
Portugal, he will continue to export it from
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England. His business is simply to purchase
English cloth, and to pay for it by a bill of
exchange, which he purchases with Portu gﬁeéé
money. , It is to him of‘no importance what

- becomes of this money; he-has discharged his

.debt-b}f the remittance of the- bill. His
transaction . ;i§ .undoubtedly i‘egulated_- by the
terms-on which he: can obtain this blll, :,but;

_ they are known to him at the time; and the.

c?us,.es which may influence the market. price
0 ,b1l.ls, or the rate of exchange, is no consi-
deration of his, . ' L

- If the markets be favourable for théféfkc-:
portation of wine from Portugal t‘o,hEngiand’:
tbe exporter of the wine will be a seller of .5:
bill,  which will be purchased eltherby ‘the

importer of the cloth, or Dby the person who -

sf)_ld hi}n his bill; and thus without the neces-
sity of money passing from ‘either country,
the. exporters in each country will be pald fg:;
their . goods. : Without having any -direct
jcran saction with each other, ‘_ th,e lnolley paid
_1n.Po,rtugal by the importer of ‘clofh will be
Pald_ to the, Portuguese prbliter" of wine; and
in England by the ;negocjéti.'on vof the ,same

bill, the. exp'.orter of the cloth will be autho- -

e e B
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J'iz‘edfto | te(,;'ei'\}e : 1ts value ffprn théf importer of

wine.

But if the ‘p'ric'eis of wine were such that no
wine could be’ exported to England, the
importer of cloth would equally purchase a
bill; but the price of that bill would be higher,
* from the knowledge which the seller: of it
would possess, that there was no counter bill
in the market by which ‘he could ultimately
settle the transactions ' between® the two
countries: he might know that the gold or
silver money which he received in exchange
for his bill, must -be actually exportedto his
co;‘ré”s’pondérit in England, to enable him‘to
pay the demand Which ‘he had authorized to
be made upon him, and he might therefore
charge in the 1)1'icé of his bill all the expenses
to be incurred, together with his fair and
usual profit. - L '

*If then this premium for a bill on England
should be equal to the profit on importing
cloth, the imlaortatiOn,Wbuld of course cease;
but if the premium on the bill wete only 2 per
cent., if to be enabled to pay a debt in
FEngland - of 1004, 1021 should be paid in
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Portugal, whilst cloth which cost 451. «WOlﬂ(\].'
sell for 507, cloth would be- imported;- bills

~ would  be bought,-and money would be ex-

ported, till the diminution of money in. Por-
tugal, and'lts accumulation in England, had
produced such a state of -prices, as would

make it no longer profitable to continue these
transactions. - | | .

- But the dimi ionof yin ,
ninution of cCoul
OI money inone.country,

and its increase in another, do not.operate on

thfa price of one commodity only, but on the
prices of all,"and therefore the price of wine
and cloth will be both raised in England, and
both lowered in Portugal.  The price of -,;loth
from being 45l in one country, and 507-in
.the other, would probably fall to 491 .or:l.L)SZ
in Portugal, and rise to 46/. or 471, in England.
and not afford a suflicient profit after payin ’
a premium:for a bill, to induce any rﬁ'ércl}r]nan%
to import that commodity. |

' It is tl‘ius that the money of each éoﬁntr

is @ppprthned to 1t in such quantities only 35;
may be necessary to regulate a profitable trade
of bal:ter. England exported clothin exchange
for wine, because by so ‘doing, her ihdustfy
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was rendered more productive to her; she

~ had: more cloth and wine ‘than .if; shef.’ had
manufactured both for herself; and Portugal -

imported cloth, and exported ,Wir}é; b‘egausfz
the industry ‘of Portugal could: be more bene-'
ficially employed for both countries in .pro-
ducing wine. Let there be more 'dlfﬁculty-lr;'_
England in producing cloth, orin Portuga

i UCI I ; be more
in producing -wine, or let there .

facility in England in producin giwin_e,' =0}‘ in
Portugal in producing cloth, and thqtrade
m’ust-immediately/ceqse.' --t‘i S

“»ukNo chariéé:What’ever takes place in the

circumstances: of Portugal; but Englgnd ﬁnds
that she can émploy her labour ‘more pro-
ductively in’ the manufacture of wine, and

instantly the trade of barter betwéen. the two

countries changes. * Not only iS‘:'th"e QXporta-
tion of ‘wine  from Portugal stopped, bUt, a
new distribution of the precious metaléztakes
place, and her importation of cloth is also
prevented. - . FES | -
TSR SR SR S T S S O A . . .,
. Both countries would probably find it the}r
interest to make ‘their own:wine- and -their

own cloth; but :this singular vresult:ivog_]d
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take place:in England, though wine would be
cheaper, cloth would. be elevated  in price,
more would be paid for. it by the consumer:;
while in Portugal the consumers, both of cloth
and of wine, would be able to purchase those
commodities cheaper. In the country where
the improvement was made, prices would be

~enhanced; ‘in that where no -‘change ‘had

taken place, but where they‘»had«:b'eenfde-;

- prived of a-profitable branch .of foreign trade,

prices would fall.. - .

This, however, is only a seeming advantage
to Portugal, for the -quantity of cloth:and
wine - together - produced in that -country
would ‘be - diminished; - while the quantity
produced in. England ‘would be ‘increased.
Money would in some degree have changed
its valuein the two countries—it would be
lowered in England, and raised in: Portugal,
Estimated in money, the whole reveniie of
Portugal would be diminished; estimated in
the same ‘medium, -the whole:.revenue of

-England would be increased.

~ Thus then'it appears, ‘that the improvement
of a manufacture in -any country tends to
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altér the distribution of the 'pi*géious. metals
amongst the nations of the world: it tends
“to’ increase the quantlty of commodities, at

“thie ‘same time that it raises general prices in |

the country where the: 1mprovement takes
place

* To simplify the question, I have been sup- |

posing the trade between two countries to be
confined to two commodities, to wine and
cloth, but it is well known that many and
various articles enter into the list of exports
and 1mp01ts By the abstraction of money
~ from one country, and the accumulation of
" it.in another, all commodities are atfected in
' priCe,‘ and '(':Ons'équently“én’cou'rage’ment 18
given to the exportation: of many more com-
modities besides money, which will therefore
prevent so. great an effect from taking place

on: the value of money in the two countnes,

as mlght othervvlse be expected

Beside the improvements in arts and ma-
chinery, there are various other causes which
are constantly operating on the natural course
of trade, and which interfere with the equi-
librium, and the relative value of money:

e D k.
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Bounties on emetahon or 1mportat10n, new
taxes on commodities, sometimes by their di-
rect, and at other times by their indirect opera-
tion, disturb the natural trade of barter, and
produce a consequent necessity of importing
or exporting money, in order that prices m'ay
be accommodated ‘to the natural course’ of
commerce; and this effect is produced not
only in the country where the disturbing
cause takes place, but, in a greater or less de-
gree, ‘in every country of: the ' commerc1al
World ~

This will in some measure account f01 the
different value of money in different countries;
it will explain to us why. the ‘prices of home
commodities, and those of great bulk, are,
independently of other causes, higher in those
countries ‘where manufactures flourish. Of
two countries having precisely the saine popu-
lation, and the same quantity of land of equal
fertlhty 1n cultivation, ‘with the’ same know-
ledge too of agricultire, the prices of - raw
produce: will be highest in"that where the
greater skill,- and the’ better- machinery is
used in the manufacture. of exportable com-
modities. Therate of profits will probably

..................................

S
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dlﬂm but little ; for wages, or thereal reward
~ of the labourer, may be the same.in both;
but those wages, as well as raw produce, will

be rated higher in money in that country, into

which, from the advantages attending. their
skill and machinery, an'abundance of money
18 1mpmted in exchange for theu goods

Of these- two countues, 1f one: had the ad-

vantage.in.the manufacture.of ‘goods of one

quality, and the other in the manufacture of
goods of another quality, there would.be no
decided ‘influx of the precious metals into
either; but if the advantage very heavily pre-
ponderated in favour of . elther, that effect
Would be inevitable.- a

In the former-.,_-part of this work, we have
assumed. for the purpose of argument, that
money always continued of the same value;
we are now endeavouring to shew that" be-
sides. the ordinary variations in the value of

money, and those which are commeon to the

whole commercial world, ‘there are also'par-
tial variations to which money is subject in
particular countries;and in fact, that- the
value of money is never the same in any: two
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countries, depending as it does "on relative
taxation, on-manufacturing skill, on the ad-
vantages of chmate, natur al pl OdUCthl'lS, and
many other causes, | o |

Althou.gh, however, money is subject to
such perpetual variations, and consequently
the prices of the commodities which are com-
mon to most countries, are also subject to
considerable difference, yet no effect will be
produced on the rate of profits, either from
the influx or efflux of money. Capltal will
not be‘increased, because the cir culating me-
dium is augmented. If the rent paid: by the

farmer to his landlord, and the wages to his

labourers, be 20 per cent. higherin one coun-
try than another, and if at the same time the
nominal -value of the farmer’s capital be 20
per cent. more, he will receive precisely the
same rate of profits, although he should sell
his raw produce 20 per cent. hlgher

Profits, it cannot be too often repeated,
depend on wages; not on nominal, but real
wages; not on the number of pounds that may
be annua]ly paid to the labourer, but-on the
numbe1 of days’ work ‘necessary to obtain

e .
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those pounds. = Wages may ther_eforle,be pre-
cisely the same in two countries: they may
bear too the same proportion to rent, and to
~the whole produce obtained from the land,
although in one of those countries the la-
bourer should receive ten shillings per week,
and in the other twelve. ’

In the early states of society, when manu-
factures have made little progress, and the
produce of all countries is nearly similar, con-
sisting of the bulky and most useful com-
modities, the value of rnoriey in different
countries will be chiefly regulated by their

distance from the mines which supply the
precious metals ; but as the arts and improve-

ments of society advance, and different na-
tions excel in particular manufactures, al-
though distance will still enter into the calcu-

lation, the value of the precious metals will

be chiefly regulated by the superiority of
those manufactures. |

‘Suppose all nations to produce corn, cattle,
and coarse clothing only, and that it was by
the exportation of such commodities that gold
could be obtained from the countries which
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produced them, or from those who held them
in subjection; gold would naturally be of
greater exchangeable value in Poland than
in England, on account of the greéter-_exe
pense of sending such a bulkjcomm‘odjty as
corn the more ,ldistant_-voyage,'and,also the
greater ‘expense attending the conveying of
gold to Poland.

This difference in the Vahie of -gold,w,ok;r
which is the same thing, this difference in the
price of corn in the two countries, would

_exist although the facilities of producing corn

in England should far exceed those of Poland,
f'rom. the greater fertility of the land, and the
superiority in the skill and implements of the
labourer. ' ”

. If however Poland should be the first to
Improve her manufactures, if she should suc-
ceed in making a commodity which was gene-
rally desirable, including great value in little
bl.l]k, or if she should be exclusively bleSsed
Wlt.h some natural production, generally
d§51rable, and not possessed. by other coun-
tries, she_ would obtain an additiona] quantity
of gold i‘n:exchange for this COmlnodity, Which
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- would operate on : the price of her .corn,
cattle, and coarse clothing. The disadvan-
tage of distance would probably be more than
compensated by the advantage of ‘having an
exportable commodity of great value, and
money would-be permanently of lower value
in Poland than in England. If on the con-
trary, the advantage of skill and machinery
were possessed by England, another reason
would be added to that which before existed,
why gold should be less valuable in England
than in ‘Poland, and why corn, cattle, and
clothing, should be at a higher price in the
former country. - | |

These I believe to be the only two causes
which regulate the comparative value of
money in the different countries of the world ;
for although taxation occasions a disturbance

“of the equilibrium: of money, it does so by

depriving the country in which it is imposed

of some of the advantages attending skill, in-
dustry, and.climate. B

It has been my endeavour carefully to dis-
tinguish between a-low value of ‘money, and
a high value of corn, or any other commo-
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dlty with which money may be compared.
Thesg have been generally considered as
meaning the same thing; but it is evident
that when corn rises from five to ten 'shilling;
a ;l.)ushé],'_ it may be owing either to a fall ‘i
the Vajlue of money, or'to a tise in the value
of corn. - Thus we have seen, that from the -
nhecessity” of having recourse successively to
land of a worse and worse quality, in-order
tofeed an increasing population, corn must
Tise 1n relative ‘value to’ other ‘things. * If
therefore money continue permanently of the’
ysarvne Val‘ue, corn will exchange for more of
su.ch money, that is to say, it will rise .in
price.” The same rise in the price of corn'
will ‘l?ejpr_oduced by such improvement of
machinery in manufactures, as shall enable

lh.ls"_to“m‘r:muf'a(:i;ure commodities with pecu-~"
1ar advantages: for the influx of money’
will be the consequence ; it will fall in valye. -

~ and "therefore exchange for less corn. Byt

the‘_‘eﬂ"ectsf resulting ‘from a high' price of
corn when produced by the rise in the value’
of corn, and when caused ‘by a fall in the’
value of money, are totally different. In both
cases tbei money price of wages will rise

but if it be in consequeice of the -fa]l”fin’f '
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the value of money, not only W%ﬁf 1?:5
corn,. but all other commodlt@i M e
If the manufacturer bas more {0 pay for
wages, he will receive more for hl? gliv e
tired goods, and the rafe of profit g
main unaffected. But. when the o Jl;c of
lwn}'(';'e"(jf:'vco‘rll is-the effect of the d1fﬁcu);
f;lii‘)dlu'c,ti(.)n‘:_‘ profits will fall ; for tl'),e m:ef;u;;
turer will be obliged to pay more Y%;éélf‘ﬁ}?
will not be enabled to. remunerate himself by

modity.

Any improvement in the fa§i11t¥ th‘:f)s ﬂ;zg
the mines by whih the preciows meias ooy
'oduced with a less. quantity, or L N
3?111);iﬁ1i:the value of money g Qnelza;irf;:;hw;ﬁ
then exchange for fewer comme f‘i‘gomy
cc;ﬁﬁtjpi;eé; but when any particu 'a-éési‘;oyn ‘a’ﬁ
excels, in manufactures, 5o as tp’ilOG' value of
influx of money towards if, the value of
- will be lower, and. the prices (.)f o
gfdn‘z’b'quf will be relatively h;igher»l‘Q that
cgﬁnfl’y , than in any other. o

;'This higher value of money will not, be;

indicated by the exchange; bills may conti- .

YT
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nue to be negociated at par, although the
prices of corn and labour'shoyld be 10, 20, or
30 per cent. higher in one country than ano-
ther. ~ Undep the * circumstances supp"osed;
such a difference of prices is the natural order
of things, and the exchange can only be at
par when a sufficient quantity of money is
introduced into the c’ouxntry excelling ih ma-
nufactures, so as to rajse the price of its ¢org
and labour.  If foreign countries should pro-
hibit the exportation of money, and could sye-
cessfully enforce obedience g sich 4 law, they
might indeed prevent th"e'ﬁse in the pricés of
the corn and labour of the manufactiring
countfy;_"fbr such rise can only" take place
after the influx of the precious metals, sip.
posing paper money not to be used; but they

~could not prevent the exchange from being

very unfavourable to them, If England were
the:manufac‘turing country, and it were pos-
sible to prevent the importation of motey, the
exchange ‘with France, Holland, anq Spain,
might be 5, 10, or 20 per cent, against those
countries, | R

‘Whenever the current of money s forcibly
N 2
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stopped, and- when money is ‘preventedl.fro.l‘:z-
settling at 1its just' level, there are no limi

to ~t11e«1)ossible variations of the exchange. .

The effects are similar to.those which follow,

when a paper money, not exchangeable for

specie at the will of the holder, 1s forced ,‘:;‘;O_
circulation: Such a currency 1s necess ‘dst
confined to the country Where,ltglsl1_5.51.;;;61%
it cahhot, when too abundant, _djffu_sg lThe
generally amongst - other countueil. »t.hvé eX-
l,e'v.e} of ,cir,culatipn is\destroyed', and: e to |
\ch.a_,nge, will. ,i‘nevitab;ly' be Pnf&?ouiaaﬁt&y :, |
the country where it is f;xisss;vz irrie(}:éhié, Cil,.—;
- A be the effects of a metallic €
Jcllllsltai?c;z’oi?lgy- forcible means, by laws which -

could not be evaded, money should be. de-, -

V, W ‘ of .trade-

tained in a country, when the stream 'ftﬁ Sd.
gév‘e' it énimpetustow ards other countries, .
) - P ‘l ,... - .-v ) ‘

| WBeﬁ.eéch é.o.un'try. has precisely the quan-
. Fald : ANERaT | ey
itv of m | h it ought to have, mon

tity of money which it money.

\:fi}{l‘not indeed be of the same -_.-vafl.u.e,lr},ea_ch,_
fof Wlth 4respéc‘t to-many commodities 1t may:

differ 5, 10, or even 20 per cent., but the.ex-.

hange will be at par. One hund.re(% pounclls
fn:Erglgla‘nd, or the silver which 1s ~1n_-~,100 v

- exchange is 30 per cent. against England,

e e e
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will purchase a bill of 1007, oran equal quan-
tity of silver in France, Spain, or Holland.

" In speaking of the exchange and the com-
parative value of money in different countries,

© we'must not in‘the least refer to the value  of
money estimated in. ~vcommoditiés, 1n - either
country.” The exchange is never ascertained
by estimating the comparative value of mon ey
in corn, cloth, or any commodity whatever,
but by estimating the value of the currency
of one country, in the currency of another. -

It may -also be ascertained- by comparing
it with some standard common to both coun-
tries. - If a bill-on -England for 1004, will
purchase the same quantity of goods in France
or Spain, that a bill on Hamburgh for the
same sum’ will do, the exchange between
Hamburgh and England is at par;-but if a
bill on England for 1302, will purchase no

more than a bill on Hamburgh‘for 1007, ‘the

.[n’_England”lOOZ; ‘may ‘purc‘ha'Se ‘a bill‘,‘ or
the right of receiving 1014 in Holland, 1097
n France; and 105 in Spain, - T he-exchange
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with England is, in that case, said to be 1 per
cent. against Holland, 2 per cent. against
France, and 5 per cent. against Spain. It in-
dicates that the level of currency is higher
" than it should be in those countries, and the
comparative value of their currencies, and
that of England, would be immediately re-

by addmg t_o that of England‘

Those who maintained that our currency:
was depreciated during the last ten years,
when the exchange varied from 20 to 30

per cent. against this country, have never

contended, as they have been accused of
doing, that money could not be more valu-
able in one country than another, as com-
pared with various commodities; but they did
contend, that 130/ could not be detained in
England when it was of no. more value, esti-
mated in the money of Hamburgh, or of
Holland ‘than 1004,

By_ sending 130L good English pounds
sterling to Hamburgh, even at an e‘{pense

of 5L, 1 should be. possessed- there of 1250,
what then could make me: consent to. give;
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130 for a bill which wouild give ime 1007 in
Hamburgh; but that my pounds were not good
pounds : sterling P~=they ~were deteriorated,
were ‘degraded in intrinsi¢c value: below the
pounds sterling of Hamburgh; and if actually
sent -there, at an expense of 5., would sell
only for 100Z. : With metallic pounds ster-

ling, it: is not denied that my 130/ would
procuré. me 125/ in Hamburgh, -but. with
- paper pounds. sterling I.can only obtain
- 100Z:;; and yet it is maintained that 130Z in

paper, is of equal Value Wlth 1307 in s1lver
or. gold ‘ ’

Some mdeed more reasonably mcunta,med
that 130/ in paper was not of equal value
with 1307. in metallic money ; but they said
that it was the metalli¢c money which had
changed its value, and not the papér mo<
ney. They wished to ¢onfine the meaning
of the word depreciation to an actual fall
of value; and not to a comparative differ-
ence ‘between the value of. money, and the
standard by’ which: by law it is regulated,
One:hundred pounds: of Erglish money was

forerly: of equal value with, - andI could: .
purchase’ 1007, of Hamburgh' money : - in any .

LJ
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_other country a bill of 1007 on England, or
on Hamburgh, could purchase precisely the
same quantity of commodities. To obtain
-the same things, I was lately obliged to give
1307 English money, when Hamburgh could
obtain them, for 100/. Hamburgh money.  If
English money was-of the same Valueytheg‘ as
- before, Hamburgh,money‘must have risen in’
~ ‘value. But where is the proof of this?  How
. isitto be ascertained whether English money
has fallen, or Hambur gh money has rlsenp
there is no standard by which this can be de-

termined. It is a plea which admits of no "

proof, and can neither be positively affirmed,
nor positively contradicted. The nations of
the world must have been early eonvinced,
that there was no standard of value in nature,
to which we might unerringly refel, and
therefore chose a medium, which, on the
whole appeared to them less variable than
any other Commodity.

| To thls standard we must conf'orm tlll the
law is changed, and till some other commo-
dity is discovered, by the use of which we
shall obtain a more perfect standard, than
that which we have established. While gold
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is exclusively the standard in this country,
money will be depreciated, when a pound
sterling is not of equal value with 5 dwts.

and 3 grs. of standard gold, and that, whether

gold rises or falls in general value,




CHAPTER VILI.

ON TAXES.

Taxes are a portion of the produce of the
" land and labour of a country, placed at the
disposal of the government; and are always
ultimately paid, either from the capital, or
from the revenue of the country.

We have already shewn how the capital of
a country is either fixed or circulating, ac-

cording as it is of a more or of a less durable

nature. It is difficult to define strictly, where
the distinction between circulating and fixed
capital ‘begins; for there are almost infinite
degrees in the durability of capital. "The food
of a country is consumed and reproduced, at
least once in every year; the clothing of the
labourer is probably not consumed and re-

gy T
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produced in less than two years; whilst his

house and furniture are calculated to endure
for a period of ten or twenty years.

When the annual productions of 2 country

exceed its annual consumption, it is said ta-

increase its capital; when its annual con-
sumption at least is not replaced by its annual
production, it is said to diminish its capital,
Capital may therefore be-increased by an in-
creased production, or by a diminished con-
sumption, )

If t}}e consumption of the governmeﬁt,' ‘
when increased by the levy of additional.
taxes, be met either by an increased produc-.

tion, or by a diminisked consumption on the
part of the people, the taxes will fall upon
revenue, and the national capital will remain
unimpaired ; but if there be no increased

production. or diminished consumption on the:
part of the people, the taxes will necessarily

fall on capital. - .

In Proporti‘orx as the capital of a co'unfry | xs |
~dlmm18hed3 1ts: productions will be,,necessarilyf :

diminished ; and tl‘xerefore,\ if the same ex-

]




188

'péﬁditijre on the part of the people and of

the government continue, with a constantly

diminishing annual reproduction, the re-

sources of the people and the state will fall
away with increasing rapidity, and distress
 and ruin will follow.

" . Notwithstanding the immense expendituré
of the English government during the last
“twenty years, there can be little doubt but

that the increased production on the part of

the people has more than compensated for it.
The national capital has not merely been un-
“impaired, it has been greatly increased, and
the annual revenue of the people; even after

‘the payment of their- taxes, is probably
- ‘greater at the present time than at any former
period of our history.

* For the proof of this we might refer to the -

increase of population—to - the extension of
- agriculture—to ‘the increase of shipping and
manufactures—to the building of docks—to
the opening of numerous canals, as well as to
many other expensive undertakings; all de-
noting- an increase both of capital and of
~annual production. |
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There are no taxes which. ‘have not a ten-
dency to impede accumulation, because there
are none which- may not.be considered as
checking pr oductlon, and as causing the same_

effects as a bad soil or climate, a diminution
of :skill or.industry, a worse: distribution of

labour, or the loss of some useful machinery;.
and although some taxes will produce: these
_effects in a much greater degree than.others,
- it must be confessed that the great -evil of .
taxation is.to be found, not so much in any
selection of -its objects, as in the general.

amount of its effects.taken collectively. -

Taxes are not necessarily taxes on. capital,

because they are laid on capital ; nor on in-

come, because they are laid on income. Ifi
from- my- income of. 1000/. per annum, I .
am requued to pay 100Z; it -will really be a

tax on my income, should I be content with

the ‘expenditure of .the. remaining 9001, ; but
it will be a tax on capital, if I contmue tou..

spend 10004

The capltal from . whlch my--income of
10007, is derived may. be. of the valie of
10,0001 ; ; atax of one per cent.,on-suchr._ca-

o
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pital would be 1007 ; but my capital would
be unaffected, if after paying this tax, I inlike
manner contented myself with the expenditure
of 900/ - -

The desire which every man has to keep
his station in life, and to maintain his wealth
at the height which it has once obtained, oc-
casions most taxes, whether laid on capital or
on income, to be paid from income; and
therefore as taxation proceeds, or as govern-
ment increases its expenditure, the annual
expenditure of the people must be diminished,
unless they are enabled proportionally to in-
crease their capitals and income. It should

be the policy of governments to encourage a

‘disposition to do this in the people, and never
to lay such taxes as will inevitably fall on
capital ; since by so doing, they impair the

funds for the maintenance of labour, and.

thereby diminish the future production of the
country, - | ' R |

In England this policy has been neglected,
in taxing the probates of wills, in the legacy
‘duty, and in all taxes affecting the .trans-
fexence of property from the dead to the
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living. If a legacy of 1000/ be subject‘t_o,a'
tax of 1007, the legatee considers-his legacy
as only. QOOZ., and feels no particular motive
to save 'the 100/, duty from his expenditure,
and thus the capital of the country is dimi-
nished; but if he had really received 10001,
and had been required to_pay 100/ as a tax

on income, on wine, on horses, or on servants,

he would probably have diminished, or rather
not increased his expenditure by that sum,
and the capital of the country would have
been unimpaired. | o

-« Taxes upon the transference of property
fromthe dead to the living,” says Adam Smith,
“fall finally, aswell us immedié,tely, uponthe
persons to whom the property is transferred.
Taxes on the sale of land fall altogether upon
the seller.  The seller is almost always under
the necessity of selling; and must therefore
take such a price as he ‘can get. - "The
buyer is scarce ever under the necessity of
buying, and will therefore only give such a
price as he likes. He considers what the
land will cost-him in tax and price together:,
The more he is obliged to pay in the way of
tax,. the:less he will be disposed to. give in the
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way of. price. -Such taxes, therefore, fall .
almost always upon a necessitous person, and

must therefore be very cruel and oppressive.”
“ Stamp duties, and duties upon the registra-
tion of bonds and contracts for borrowed

money, fall altogether upon the borrower,

and in fact are always paid by him. Duties
of the same kind upon law proceedings fall

upon the suitors. They reduce to both the

capital value of the subject in dispute. The’
more it costs to acquire any property, the less
must be the neat value of it when acquired.
All taxes upon the transference of property of
every kind, so far as they diminish the capital
value of that property, ‘tend to diminish the
funds destined for the maintenance of labour.
They are all more or less unthrifty taxes, that
increase the revenue of the sovereign, which'
seldom maintains any but unproductive

labourers, at the expense. of the capital of
the people, which maintains none but pro-'

ductive.”

“But this is not the only objection to taxes
on.the transference of property; they prevent

the national capital from being distributed in"
the way most beneficial to the community.
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For the general prosperity, there cannot be

too. much facility given to the conveyance

and Qxchange‘of all kinds of property, as it is
by such means that capital of every species is
likely to find its way into the hands of those,
who will best employ it in mcreasing the pro-
ductions of the country: « Why,” asks M.

Say, “does an individual wish to sell his land?

it is because he has another employment in
view in which his funds will be more produc-
tive.. Why does another wish-to purchase this

same land? it is-to employ a capital which

brings- him in too little, which was unem-
ployed, or the use of which he thinks suscep-

tible of improvement.- This exchange will -

Increase the-general income, since it increases

the-income of these parties. But if the charges -
are'so exorbitant-as'to prevent the exchange, .
they are:an -obstacle to this incréase of the .

general income.” - Those ‘taxes however. are
easily collected ; and this by many may "be

thought: to - afford some . compensation - for -

their injurious effects. .

-~ TR




CHAPTER VIIL

Imo—

TAXES ON RAW PRODUCE.

AHAVIIA\IG in a former part of this Wor}i tasta—
blished, I hope satisfactorily, the principle,
that the price of corn is regulated by the cost

of its.production on that land exclusively, or

rather with that capital exclusively, which
pays no rent, it will follow thgt Wh:?te\'ter may
“increase the cost of production .Wlll .mcrease‘
the price; whatever may reduce.a it, ~‘W111 lovste{
the price. The necessity of cultivating poorer
land, or of obtaining a less return with 2
given additional capital on 1an<.i already in
cultivation, will inevitably raise the ex-
changeable value of raw produce. The dis-

covery of machinery, which will enable the

cultivator to obtain his corn at a less .cost of
production, will necessarily lower its e;)(-
changeable value. Any tax which may e‘
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imposed on the cultivator, whether in the
shape of land-tax, tithes, or a tax on the pro-
duce when obtained, will increase the cost
of production, and will therefore raise the
price of raw produce,

If the price of raw produce did not rise so
as to compensate the cultivator for the tax,
he would naturally quit a trade where his
profits were reduced below the general level
of profits: this would occasion a diminution
of supply, until the unabated demand should
have produced such a rise in the price of raw
produce, as to make the cultivation of it

equally profitable with the investment of ca-
pital in any other trade. | A

A rise of price is the only means by which
he could pay the tax, and continue to derjve
the usual and general profits from this em-
ployment of his capital. He could not de-

- duct the tax from his rent, and oblige his

landlord to pay it, for he pays no rent. He
would not deduct it from his profits, for there
is no reason why he should continue in an
employment which yields small profits, when
all other employments are. yielding greater.
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There can then be no question, but that h:e
will have the 'power of raising: the price qf |
raw produce by a sum equal to th‘e' tax.

A tax on raw produce would not be paid-
by the landlord; it would not 'be .pald })y
the farmer; but it would be paid, n an in-
creased price, by the conéqmer. o S

‘Rent,: it should be'remémb'ered, is the dif-

ference between the produce obtained by

equal portions of labour and.' Capita}._ »_e_}.nl:fl(.)y-.
. ed on land of the same or different qua,htles.
It should be remembered too, that the money,
rent of land, and the corn rent of land, d_o‘ not
vary in the same proportion.. S

In the case of a tax on raw produce,. of a
land tax,or tithes, the corn rent of land will va-

ry, while the money rent will remain as before. |
> ’ . i . . N . s ..

If, as We'have before supposed, the land in .

cultivation were of three qUalit‘ies,.aﬂd'.that
‘with an equal amount of capital,

180 qrs of cbrn were obtained from land No. 1.
70 .. . . o ooofrom ... 0 2
160 . -, from. . . . . 3
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the rent. of No. 1 would be 20 qua'l'ters, the
difference between that of No. 3 and No. 1;
and of No. 2, 10 quarters, the difference be-

tween that of No. 3 and No. 2; While No. 3
would pay no rent whatever. N :

‘Now if the price of corn were 41. per quar-
ter, the money rent of No. 1 would be 804/,
and that of NOT 2, 404,

Suppose a tax of 8s, per quarter to be im-
posed on-corn; then the price would rise to
41. 8s.; and if the landlords obtained the same
corn rent as before,. the rent of No. 1 would
be 88l., and that of No. 2, 441 But they
would not obtain. the . same corn rent ;: the
tax would- fall heavier on No. 1. than on
No. 2, and on No. 2 than on No. 3, because.
1t would be levied on a greater quantity.of

corn. It is the difficulty of production on

No. 3 which regulates price; and corn rises
to 4. 8s., that the profits of the capital em-

ployed on No. 3 may be on a level with the
general profits of stock.

: T h.é Pl?OduCé.aI.ld taX-dn thé three qualities
of land will be as follows : .
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No. 1, yielding 180 qrs. at 4/, 8s. per qr. . £792
Deduct the valueof 16.3 or 8s. per qr. on 180 grs. 72

Net corn produce 163.7 Net money produce £720

D —
ey

No. 2, yielding 170 qrs. at 4/, 8s. per qr. . . £748

: . at 4/. 8s. or 8s. per
Deduct the value of 15.4 {qrs aqr. on’ 170 grs. p } 68

Net corn produce 154.6

—

Net money produce £680

D ]

: No. 3, 160 qrs.at4l.8s. . . . . £704
' 's. at 4/, 8s. or 8s. per \
Deduct the value of 14.5 {qlsq?. on 160, - 'P } 64

Net money produce £640

——

Net corn produce 145.5

e

. The money rent 6f No. 1 would continue
to be 80.., or the difference between 640 and
7201.: and that of No. 2, 401, or the difference
between 640L and 680L, precisely thie same
as before; but the corn rent will be reduced
from 20 quarters on No. 1 to 18.2 quarters,
and that on No.2 from 10 to 9.1 quarters.

A tax on corn, then, would fall on the
consumers of corn, and would raise its
value as compared with all other commo-
dities, in a degree proportioned to the tax.
In proportion as raw produce entered  into
the composition of other commodities, would
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their value also be raised, unless the tax were

- countervailed by other causes. They would

in fact be indirectly taxed, and their value
would rise in proportion to the tax.

A tax, however, on raw produce, and.on
the necessaries of the labourer, would have
another effect—it would raise wages. From
the effect of the principle of population on
the increase of mankind, wages of the lowest
kind never continue much above that rate
which nature and habit demand for the sup-
port of the labourers.
able to bear any considerable portion of taxa-
tion; and, consequently, if they had to pay
ds. per quarter in addition for wheat, and in
some smaller proportion for other necessa-
ries, they would not be able to subsist on the
same wages as before, and to keep up the
race of labourers. Wages would inevitably

and necessarily rise; and in proportion‘as-

they rose, profits would fall. Government
would receive a tax of 8s. per quarter on all
the corn consumed in the country, a part of
which would be paid directly by the con-
sumers of corn; the other part would be paid
indirectly by those who employed labour,

This class is never /

e
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and would affect profits in the same manner
as if wages had been raised from the increased

demand for labour compared with the supply,
orfrom an increasing difficulty of obtaining the-

food and necessaries required ‘by the labourer.,

In as far as the tax might affect consumers,

it would be an equal ‘tax, but in as far as it
would affect profits, it would be a partial tax;
for it would neither operate on the landlord
nor on the stock-holder, since they would

continue to receive, the one the same money

rent, the other the same money dividends as
before. A tax on the produce of the land
then would operate as follows :
1st. Tt would raise the price of raw produce
by a sum equal to the tax, and would
‘therefore fall on each consumer in pro-
portion to his consumption:
2dly. It would raise the wages of labour,
and lower profits.

It hiay then be objected against such a tax, .-

: | 1 s;t.,‘That_ by raising the wages of labour, and

- - lowering profits, it is an'unequal tax, as
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it affects the income of the fariner, trader,
-and manufacturer, and leaves untaxed
the income of the landlord, stockholder,
and others enjoying fixed incomes.
2dly. That there would be a Con’siderébl(_:
interval between the rise in the price of
corn and the rise of wages; during which
much distress would be experienced by
~ the labourer. | A
Srdly. That raising wages. and lowering
profits is a discouragement to accumu-
lation, and acts in the same way as a
natural poverty of soil.
4thly. That by raising the price of raw
produce, the prices of all commodities
- into which raw produce enters, would be
raised, and that therefore we should not
meet the foreign manufacture on equal
terms in the general market.

With respect to the first objection; that by
raising the wages of labour and lowering pro-
fits it acts unequally, as it affects the income
of-the farmer, trader, and manufacturer, and
leaves untaxed the income of the landlord,
stock-holder, and others én(joyirigv fixed in-
comes,—it may be answered, that if the ope-

.
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ration of the. tax be unequal, it is for the
legislature to make it equal, by taxing di-
rectly the rent of land, and the dividends
from stock. By so doing, all the objects of
an income tax would be obtained, without the
inconvenience of having recourse to the ob-
noxious measure of prying into every man’s
concerns, and arming commissioners with
powers repugnant to the habits and feelings
- of afree country.

With respect to the second objection, that
there would be a considerable interval be-
tween the rise of the price of corn and the
rise of wages, during which much distress
would be experienced by the lower classes,—

Tanswer, that under different circumstances,

wages follow the price of raw produce with
very different degrees of celerity; that in
some cases no effect whatever is produced on
wages by a rise of corn; in others, the rise of
wages precedes the rise in the price of corn;
again, in some the effect is slow, and in others
the interval must be very short.

Those who maintain that it is the price of
necessaries which regulates the price of la-

- w,,%.:m. e e ——
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bour, always allowing for the particular state
of progression in which the society, may be
seem to have conceded too readily, that a rise
or fall in the price of necessaries will be very
slowly succeeded by a rise or fall of wages.

A high price of provisions may arise from

very different causes, and may accordingly
produce very different effects. It may arise
from

Ist. A deficient supply.

2nd. From a gradually increasing demand,
which may be ultimately attended with
an imcreased cost of production.

3dly. From a fall in the value of money.

4thly. From taxes on necessaries.

These four causes have not been sufficiently
distinguished and separated by those who
have inquired into the influence of a high
price of necessaries on wages. We will ex-
amine them severally.

A bad harvest will produce a high price of
provisions, and the high. price is the only
means by which the consumption is com-
pelled to conform to the state of the supply.

S
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It all the purchasers. of corn were nch the
price might rise to any deglee but the re-
sult would remain unaltered ; the pnce would

at last be so high, that the least rich would

" be obliged to forego the use of a part of the

quantity which. they usually consumed, as by_

~ diminished consumption alone, the demand

could be brought down to the limits of »thev

supply. Under such circumstances no policy
- can. be more absurd, than that of forcibly
regulating money wages by the price ‘of
food, as is frequently done, by misapplication
of the poor laws.: Such a measure affords
no real relief to the laboulel, because its
effect is to raise still higher the price of corn,
and at Jast he must be obliged to limit his
consumption in proportion to the limited sup-
ply. In the natural course of affairs a defi-
cient supply from bad seasons, without any
pemicibus and unwise interference, would not
be followed by a rise of ‘wages. A
of wages is merely nominal to those who
receive them ; it increases the competition in

the corn market, and 1ts ultimate effectis to

raise. the profits of the growers and dealers.in
corn. The Wages.of_ labour are refc_xlly_re,-__
gulated by the proportion between the sup-

"The ‘raising_ '

— e e e
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. ply and demand of necessaries, and the sup-

ply and demand of labour; and money 1S
melely the medium, or measure, in which
wages are expressed. In this case then the
distress of the labourer is unavoidable, and

. 1o leglslatlon can afford a remedy, except by

the 1mp01 tatlon of addltlonal food

When a high pliee of e01 n is the effect of
an’ 1nc1easmg demand, it is always preceded
by an increase of wages, for demand cannot
increase, without an increase of means in the
people to pay for that which they desire.
An accumulation of capital naturally pro-
duces an increased competition among the
employers of labour, and a consequent rise

in its price. The increased wages are not

immediately expénded on food, but are first

made to contribute to the otheér enjoyments
of “the ‘labourer. His improved condition
however induces, and enableshim to marry,
and then the demand for food for the support
of his family naturally supersedes that . of
those other enjoyments on which his wages
were temporarily expended. Corn rises then
because the demand for it increases, because

- there are those in the society who have im-
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proved means of paying for it; and the pro-

fits' of the farmer will be raised above the -

general level of profits, till the requisite quan-
tity of capital has been employed on its pro-
duction. Whether, after this has taken place,
corn shall again fall to its former price, or
shall continue permanently higher, will de-
pend on the quality of the land from which
the increased quantity of corn has been sup-
plied. Ifit be obtained from land of the
same fertility, as that which was last in cul-
tivation, and with no greater cost of labour,
the price will fall to its former state ; 1f from
poorer land, it will continue ~permanently
higher. The high wages in the first instance
proceeded from an increase in the demand
for labour: inasmuch as it encouraged mar-
riage, and supported children, it produced
the effect of increasing the supply of labour.
But when the supply is obtained, wages will
again fall to their former price, if corn has
fallen to its former price: toa higher than the
former price, if the increased supply of corn
“has been produced from land of an inferior
quality. A high price is by no means incom-
patible with an abundant supply : the price is
permanently high, not because the quantity is
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deficient, but because there has been an in-

creased cost in producing it. It generally hap-
pens indeed, that when a stimulus has been
given to population, an effectis produced be-
yond what the case requires; the population

‘may be, and generally is so much increased as,

notwithstanding the increased demand for la-
bour, to bear a greater proportion to the funds
for maintaining labourers than before the in-

‘crease of capital. Inthis casea re-action will
- take place, wages will be below their natural

level, and will continue so, till the usual pro-
portion between the supply and demand has
been restored. In this case then, the risein the
price of corn is preceded by a rise of wages,
and therefore entails no distress on the la-
bourer.

A fall in the value of money, in conse-

quence of an influx of the precious metals
from the mines, or from the abuse of the
privileges of banking, is another cause for
the rise of the price of food ; but it will make
no alteration in the quantity produced. It
leaves undisturbed too the numbér of la-
bourers, as well as the demand for them ; for

~ there will be neither an increase nor a diminu-

I
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tion of capital.- The quantity of necessaries
to be allotted to the labourer, depends on the
compalatlve demand and supply of neces-
saries, with the comparative demand and
| supply of labour; money being only ‘the
‘medlum in which the quantity. 1s expressed ;

and as neither of these is altered, the real re-
Ward of ‘the labourer will not. alter. Money
Wao es will rise, but they will only enable him

to fumlsh himself with the same. quantity of

-necessanes as before.  Those who dlspute thls
pnnmple are bound to shew why an increase
of money should not have the same effect in
raising the - price of labour, the quantity of
which hasnot been increased, as they acknow-
ledwe it would have on the price of shoes, of
lnts, and of corn, if the quantlty of those
commodities were not increased. The relative
market value of hats and shoes is 1egu1ated

by the demand and supply of hats, compared
W1th the demand and supply of shoes,” and -

money is but the medium in which their

value is expressed. If shoes be doubled in

pnce, hats will also be doubled in price, and
they will retain the same comparative value:

So if corn and all the necessaues of ‘the la-
bourer be - doubled in ‘price, labour will be .

900

doubled in price also, and ‘while .there is no

interruption to the usual demand and su pply
of* necessaries - and 'of ‘labour, : there . can- be
no reason’ why they should not plesel Ve thelr
1elat1ve value o ' ;

Nelthel a fall in"the’ Value of money, nor
a tax on raw produce, though each will raise
the price, will' necessarily. interfere ‘with'.the
quantity of raw.produce; or. with" the-num-

“ber of people, ‘'who are both-able to.purchase;
- and- Wllhng to consume it. - It:is. Very .easy

to- per ceive why; ‘when the capitaliof a coun-
try increases irregularly, wages:should rise,
whilst the puee of . corn remains stahonaly,
or rises in a less proportion ; and why, :when
the capital ‘of a" country. dlmlmshes, wages:
should fall whilst corn remains stationary, .or
falls in a much less proportion, .and this too
for a considerable time; the reason lS, be-
cause. labour is a- commodity which cannot
be increased and diminished at pleasure. If
there ‘are too few hats in. the market for the
demand, the price will rise, but only f01 a
short time ; for In the course of one.year; by:
employmg more capital in that trade, any
reasonable addition may be made to the quan-
P
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tity-of hats, and therefore their market price
cannot long very much -exceed their natural
price; but it is not so with men; you cannot
increase their number in one or two years
when there is an increase of capital, nor'can
you rapidly diminish their number when
capitél is in a retrograde state; and therefore,
the number of hands increasing or dimi=
~nishing slowly, whilst the funds for the main-
tenance of labour increase or diminish rapidly,
there must be: a considerable interval before
the price of labour-is exactly regulatéd:by the
price of corn and necessaries ; ‘but inthe-case
“of aifall in the value of money, or-of a.tax on
corn, ‘there is not necessarily any -excess:.in
the supply of labour, ‘nor any abatement of
demand, and therefore there can:be no:reason
why the labourer should:sustain:a real diminu-
tion of wages. A

» A tax on corn'does not necessarily diminish:
tlie quantity of corn, it:onlyiraises its.- money
price; it “does not necessarily diminish the
demand compared with the:supply of labour;

why then:should it diminish the portion paid:
to: the‘labourer? -Suppose it -true that-it did
diminish the quantity.given to: the ‘labourer;

~ With respect to the third: objection: égaiﬁsf

21
n otherLWord’s,, that it did' not raise his, money
wages in the sameé. proportion as the 'tai
ga-j,_sed the . price: of the corn Whi’c‘h; héj\. cons
sumed; would not the supply: of corn- é;cceeci
the_@ demand ?—would it not-fall in price?: and
would not the- labourer thus obtain his ‘.usﬁal
portion? In such. case indeed capitalf’ﬁéuld
be ‘withdrawn: from ag'ticﬁltdre 5 for 1f' ‘the
price .jncei',e not increased by the fWholeambunﬁ
of  the tax, agricultural profits would. bé
I’OWfiI‘f than the general: level o”f? pfbﬁts‘ ~and
cgpltalr ‘would' seek more aclxrantagedus’ | ems=
pl’qyment;g I regard then. to. a tax dn‘ralxi'
produce, which is the point under dfs_cuééioni

ft:appears to me that-no:interval which ‘could

bear oppressively on the: labourer, would
elapse between the rise in the price of raw
produce, and the rise in the wages of the
Igb ourer; and: that. therefore no- other incon-
vemence would ‘be suffered by this: elass
than that which they would. suffer from’ ag "’
o,thgr'plode of taxation‘,namely;;’ the risk’ thgg
the tax might infringe on’ the funds destined
for- the maintenance of labour; and’ m1 ‘;ht
therefore checlk or abate the: demand: fO'r?'it%-

P2 :
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- taxes on raw produce, - namely;. that the
raising wages, and.lowering profits,’ is'a dis-
couragement to accumulation, and actsin the
same way as-a natural poverty of soil; 1
have'endeavoured to shew in another part of
this work. that savings.may be as effectually
made from expenditure as. from: production;
from:a reduction in the value of commodities,
as from - a rise in' the rate. of profits. By
increasing my - profits from 1000/..to 12004,
whilst prices’ continue the same, my power
of‘increasing my capital by savings is increas-
ed but it is not increased so much as it:would
be if my profits-continued as. before, -whilst
commodities were: so lowered inprice, - that
- 800/ -would procure me as: much as 10007,
purchased before. :- L R

‘Taxation under every form presents but a
choice:of evils; ‘if it'"do not act:on profit, it
must act on expenditure; and’ provided. the
burden be equally borne; and do not repress
reproduction, it-is indifferent ‘on which. it is
laid. - Taxes on ‘production, or on the profits
of -stock, .whether. applied»imlhedia"cely to
profits, or indirectly, by taxing the land or
its produce, have this advantage over-other
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taxes; no class of’ the community can escape
them, and each contributes according tohis
means. .’ .. '

From taxes on expenditure a, miser,. may
escape; he may have an income of 10,000 per
annum, and expend only. 300/;; but from
taxes on. profits, whether “dir'ect or 1ndirect,
he cannot ;escape ;- hewill contribute to. them

either by giving up a part or the value of a
“part of his produce; or by the,advanced prices
of the necessaries essential to production, -he

will-be: unable to continue to accumulate at
the - same rate. - He may indeed - have an
income of the same value, but he will not
have the same command of labour,. rnor.of an

“equal- quantity . of materlals on Whlch such

labour can be exerc1sed

| If’a‘country 1s insulated‘ from all others;

havmg no commerce with any of its. neigh-
bours, it can in no way shift any. portion of
its taxes fromitself. A portion of the produce
of its land -and labour.will be devoted ‘to - the
service of the state; and I cannot but think

- that, unless it .presses unequally on:that class

which - accumulates and ‘saves, 1t will ‘be of |
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little importance whether the taxes be levied
oniprofits, on agricultural; oron manufactured
commodities. If my revenue be 1000L per
annum, and I must pay taxes to the amount
of 100Z, ‘it is oflittle importance whether I
pay it from my revenue, leaving myself only
900L, or'pay 100L. in addition for my agricul-
tural ‘commodities, or for ‘my manufactured
goods. ' If 100L is my fair proportion of the
expenses of the ‘country, the virtue of taxa-
tion consists in making ‘sure that I :shall ‘pay
that 100/, neither more nor 1€Sb, and that
cannot be effected in any manner'so secure]y
as: by taxes on Wages, proﬁts, or raw. produce

, The fOUlth and Iaqt obJectron Whlch Ye-
mains to. be noticed'is: That by raising ‘the
price of raw produce, ‘the ‘prices of ‘all ‘com-
modities into which raw produce enters, will
be  raised, and.that ‘therefore we shall not
meet theforeign manufacturer ‘oh: equal tel s
in the general malket T et

iIn tth"e ﬁrst ’pl'a-‘ce, fcoi?n"’ah‘d all'homve com-
modities could not “be malterially waised in
price without an influx of the précious metals;

for the same quantity of wnoney ‘could not
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circulate the same quantity. of. commodities,
at ;h'igh} as: at’low -prices, 1and, the. precious
metals never could be purchased with dear
commodities.:: When more gold‘is required,
it must.be obtained by giving more, and not
fewer commodities in exchange for it. Neither
could::the want of ‘money be supplied by
paper;: for it is'not paper that regulates the
value of gold as a commodity, but gold that
regulates the value of paper. Unless then
the value of gold could: be lowered, no paper
could:be- added. to' the circulation without
being  depreciated. And that the value of
gold could not be:lowered appears clear , When
we .consider: that the -value of gold as .a
commodity must be regulated.by the quantity

of goods which must be given to forelgnels i

exchange for it. - Whengold is._cheap, com-
smodities’ are ,deai‘; ‘and when. -gold is' dear,
‘commodities are .cheap, and.fall .in price.

‘Now-:as no :cause is shewn why foreigners -

should sell their gold: qhe‘aper than usual; it

:doesinot appear probable that there would be
any influx: of. gold: - fWi-thqutf such an-influx
‘there-can:be noincrease of .quantity, no fall
intits: value, no. irise n. the general, pmce of
goods. . )
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: The probablé effect of a taxion raw pr oduce
.Would be to raise the*price of all:comniodities

- whlch raw produce. entered;=but mot-in

any degree -proportioned. to’ the taxy:while
other ‘commodities in which no. raWsproduce
‘entered, such as’articles :made’of. the metals
and ‘the earths; would fall in price: so that.the
same quantity of money as: before would be
] adequate to the. Whole cir culatlon

et

A tax - Wthh should have the effect of
-flalsmg the : price’‘of all ‘home' productions,
would: not ‘discour age eXp01tat10n, : except
durlng ) Vely limited : time.:? ! If: they were
‘raised in price at home, they:-could not indeed
" 1mmed1ately be: profitably exported;: .because
they would be ‘subject ‘to: a ! burthén. here
from which-abroad they were free. The tax
awould:produce: the:same effect as an alteration
in'the value-of money; which was not general
and. common to all:countries; but confined. to
‘a single one:. 1f England ‘were ithat country,
she- mloh‘c not be ableé'to':sell; but she;would
be' able to “buy, ‘because’: 1mportable ‘com-
" modities wouldnot be raised'in price.:- Under
‘these:: circumstances * ‘nothing. but: mcney
could be exported in return for foreign.com-

I~__. e e e
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‘modities, but this is a trade which could not
long continue; a nation canrot be- exhausted

of its money, for.after'a certain quantlty has
lefti it, the value of the remainder will rise, and

“such a price of commodities will be the con-

séqueénce, that they will again be ‘capable of

‘being  profitably - exported. ,When’ money
‘had ' risen, therefore,” we - should no longel
‘export.it in return for goods imported, but we -

should export those manufactures which had
first been raised in price, by the rise in the

~price.of the raw. produce’ from -which they

were made, and then agam lowered by the ex-
por tatlon of money ‘

But it may be objected that When money
80 rose in value, it would rise with respect to

foreign-as well as’ home. commodities,. and

therefote ‘that .all encouragement. to import
foreign goods would cease. T hus, suppose.we
imported goods which cost 100/ abroad; :and
which sold for 120/ here; we should cease to
1mp01tthem wher the value of money had so

risen in England, that they would only: sell for

1007 hee : - this however could ne¥ er happen

The motive- Wthh .determines us to AMport
@ commodity, . is the discover y of: its relative
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cheapness abroad :'it-is the comparison of its

~ natural price- abroad, with its natural:pricé
at home. Ifacountry exports hats, and im-

ports cloth, it does so because it can obtain

more cloth by making hats, and exchanging
them for cloth, than if it made the cloth itself:
If the rise of raw ploduce occasions any in-
creased cost of production in making hats, it
would occasion also an increased .cost in
making cloth. If therefore both commodities

were made at home, they would both rise.

One, ‘however, being a commodity which we
imp’oi't', ‘would not rise, neither would it fall,

when the value of money rose; for by not
fallmg, it would regain its natural relation to
the exported :commodity. The rise of raw
produce makes a hat rise from 30 to 33 shil-
lings, ‘or- 10 ‘per cent.: the same cause if we
manufactured cloth, would make it rise from
20s.:to 22s. .per yard. - This rise does not.de-
stroy the relation between cloth :and hats; a
hat was, and :continues to‘be, worth one yard
and-a:half of cloth.. But if we import cloth,

its ! iprice will ‘continue uniformly at 20s. per
yard, unaffected first by the fall, and then by
the rise in the value-of ‘money ; ‘whilst hats,

which had risen from:30s. to 33s., will again

, *zﬂm»«-——~
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fall- from- 33s. "to- 30s.,. at: which pomt the
relation between cloth-and hats will” bé res
stored. ' =

~To simplify the consideration of this sub-
ject, I have been supposing that a rise in the
value of raw materials would - affe’ct, in-an
equal proportion, all home; commod1t1es _that
i the effect on’ one were: to_ raise it 10 per
cent., it'-would raise all 10. ‘per cent.;- but as
the value of commodities is very. dlﬁexently
made up of raw material and labour; as
some. . commodities;:: for: instance all "those
made “from - the ' metals,. would. be. unaﬁ'ect-
ed by the rise: of raw:- ‘produce from . the
surface of the earth, 1t 1s ev1dent that.there
would be the greatest variety in the: effects
produced on:the value.of commodities, - by a
tax._on- raw: produce. . As-far-as- this effect
was produced,-it-would. stlmulate or retard

‘the exportation of particular commodities,

and would undoubtedly be attended with the
same inconvenience that attends the taxing of
commodities ; it would destroy the natural
relation between the value of each. Thus,
the natural price of a hat, instead of being
the same as a yard and a half of cloth, might
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only be:of the value of a yard and a quarter,
or it'might be of the value of a yard and three
quarters, and therefore rather a different di-
rection might be given to foreign trade. All
these ineonveniences would not interfere with

the value of the exports:and imports ; they

would enly. prevent the very best distribution

of . the capital of the whole world, which is

never so well regulated, as when every com-
modity is ﬁeely allowed to settle at its na-

tural pmce

Although then the rise in the price of
most of our own commodities, would for a
time check exportation generally, and might
permanently prevent the exportation of a few
commodities, it eould not materially interfere
with foreign trade, and would not place us
under any comparative disadvantage as far as
regarded competition in foreign markets.
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CHAPTER VIIL*

———————

TAXES ON RENT.

, A TAX on rent would affect rent only; it

would fall wholly on landlords, and could
not be shifted to any class of consumers,

The landlord could not raise-his rent, because

he would leave unaltered the difference be-
tween the produce obtained from the least
productive land in cultivation, and that ob-
tained from land of every other quahty
Three sorts of land, No. 1, 2,"and 3, are in
cultivation, and yield respectively Wlthithe

‘same labour 180, 170, and 160 quarters of

wheat; but No. 3 pays no rent, and is there-
fore untaxed: the rent then of No. 2 cannot
be made to exceed the value of ten, nor No.
1, of twenty quarters.- Such a tax could not
raise the price of raw produce, because as the
cultivator of No. 3 pays neither rent nor tax,

he would in no way be enabled to raise the

price of the commodity produced. A tax on
rent would not discourage the cultivation of
fresh land, for such land pays- no rent, and
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would be untaxed. If No. 4 were taken into
cultivation, and yielded 150 quarters, no tax
would be paid:vforv such land ; but it would
create a rent of ten quarters on No. 3, which
would then commence paying the tax.

A tax on rent, as rent 1s constituted, would
disc"‘o‘uraoe" cultivation; because it would bea,
tax on the: profits of the landlord. 'The term
rent of land, as T have elsewhere observed; - is
applied’ to  the whole amount of the value
paid’ by the farmer to-his landlord, a: part
only of which is strictly rent. The build-
ings -and fixtures, and’ other expenses paid
for by the landlord,: form- strlctly a part of
the-stock of the farm, and must have been
furnished by the tenant,-if not provided by

the landlord.- - Rent is- the sum ‘paid to the

landlord for the -use: of the land, and forthe
use of the -land’ only. - The further sum that
is paid-to him- under the name of rent, isfor
the use of the buildings, &c., and is really-the
profits of the landlord’s’ stock. In taxing
‘rent, -as no distinction would be made be-
tween-that part paid for the use of theland,

and that paid: for the use of the landlord’s
stock, a portion of the tax would fall on the
landlord’s profits,- and would therefore :dis-
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courage cultivation, unless the price of raw
produce rose. On that land, for the use of -

which no rent was paid, a compensation,
~ under that name might be given to the land-

lord for the use of his buildings. These
buildings would not be erected, nor would
raw produce be grown on such land, till the

-price at which it sold would not only pay for

all the usual outgoings, but also for this addi-
tional one of the tax. This part of the tax
does not fall on the landlord, nor on the
farmer, but on the consumer of raw produce.

There can be little doubt, but that if a tax
were laid on rent, landlords would soon find
a way to discriminate between that which

“was paid to them for the use of the land, and

that which was paid for the use of the build-
ings, and the improvements which were made

by the landlord’s stock. ‘The latter would
either be called the rent of house and build-

ings, or in all new land takeninto cultivation
such buildings and improvements would be
made by the tenant, and not by the landlord.
The landlord’s capital might indeed be really
employed for that purpose ; it might be nomi-

nally expended by the tenant, the landlord.
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“furnishing him with the means, either in the.
“shape ‘of a loan, or in the purchase’of-an,

annuity for the duration of the lease. - Whe-
ther distinguished or not, there is a real ‘diffe-

rence between the nature of the compensa- -

~ tions which the landlord receives for these
- different objects ; -and it is quite certain, that
a tax on the real rent of land falls wholly on
~ the landlord, but that a tax on that remune-
. ration which the landlord receives for the use
of his stock expended on the farm, falls:on
the-consumer of raw produce. If a tax were
laid on rent, and no means of separating the
_remuneration now paid by the tenant to the
‘landlord under the name of rent were adopted,
the tax; as far as-it regarded the rent on the
‘buildings and other fixtures, would never fall
~ for any length of time on the landlord, . but
. -on the consumer. -The capital expended on
- these buildings, &c., must. afford the usual
. profits of stock ; but it would cease to afford
- this pfdﬁt .on the land last cultivated, if the
- expenses of those buildings, &c. did not fall
:-on the tenant; and if they did; the tenant
~ would then cease to make his usual profits of
stock; unless he .could charge them on the
. -Gonsuimer. - S
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CHAPTER IX.

- TITHES.

Trrues are a tax ~on the gross ‘produce of

j;he land, and, like taxes on raw -prdduce,' fall
wholly on the consumer, They differ from
a tax on rent, inasmuch as they affect land
which such a tax would not reach; and raise
the price of raw ‘produce, which that tax

‘would not alter. Lands.of the worst quality,

as well as of the best, pay tithes, and exactly
in proportion to the quantity of produce ob-
tained from them; tithes are therefore an
equal tax. B

< If land of the last .qual.ity, or that which

pays no rent, and which regulates the price

of corn, yield a sufficient quantity to give the

farmer- the usual profits of stock, when. the
| Q
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price of wheat is 4l per quarter, the price
must rise to 4l 8s. before the same profits
can be obtained after the tithes are imposed,

 because for every quarter of wheat the culti-

‘vator must pay eight shillings to the church.

The only difference between tithes and
_taxes on raw produce, is, that one is a vari-
able money tax, the other a fixed money tax.
In a stationary state of society, where there 1s
neither increased nor diminished facility of
producing corn, they will be precisely the

same in their effects; for in such a state corn

will be at an invariable price, and the tax will

therefore be also invariable. In either a re- -

trograde state, or in a state in which -great
improvements are made in agriculture, and
where consequently raw produce will fall in
value comparatively with other things, tithes
will be a lighter tax than a permanent money
tax ; for if the.price of corn should fall from
4l. to 3L, the tax would fall from eight to six
shillings. In a progressive state of society,
yet without any. marked’ improyements in
agriculture, the price.of corn would rise, .and
tithes would be a heavier-tax than a perma-
nent.money.tax. 1f corn rose from 4/..to.5/,

o T e

227
the tithes on-the same land would advance
from eight to ten shillings. |

Neither tithes nor a money tax will affect
the money rent of landlords, but both will
materially affect corn rents. We have al-
ready observed how a money tax operates
qn f:orn'rents, and it is equally evident that a
similar effect would be produced by tithes.
If the lands, No. 1, 2, 3, respectively produced
180, 170, .and 160 quarters, the rents might
be on No. 1, twenty quarters, and on No.
2, ten quarters; .but they would no longer
preserve that- proportion after the payment
of tithes: for if a tenth be taken from each,

‘the remaining produce will be 162, 153, 144,

and consequently the corn rent of No. 1 will
b.e reduced to eighteen, and that of No. 2 to
nine quarters. But the price of corn would
rise from 4/. to 47. 8s. 10zd. : for nine quarters
are to 4/. as ten quarters to 47 8s. 1024., and
consequently the money rent would continue

unaltered ; for on No. I it would b 80/
on No. 2, 40L | oo and

- The chief objection against tithes is, that

_they are not.a permanent and fixed tax, but

Q 2
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increase in value, in proportion as the difhi-
culty of producing corn increases. If those
difficulties should make the pn(,e of corn
4l. the tax is 8s., if they should increase it to
50; the tax is 10s., and at 6L, it is 12s. "They
not only rise in value, but they increase in
amount: thus, when No. 1 was. cultivated,
the tax was only levied on.-180 qualte1s,
when No. 2
180+170, or 350 quarters; and when No. 3
was cultlvated on 180+170+160=510" quar-
ters. - Not onlyiis' the amount of . the - tax
mcreased from 100,000 “quarters, to 200,000
quarte1 s, when the produce 1s mcreased from
one to two millions of quarters : but, owing
to the increased labour necessary to ploduce
the second million, .the relative value of raw
produce is so advanced, that the 200, 000
quarters may be, though only twice in quan-
tity, yet in value three -times that of the
100, 000 quarters which were pald before

If an equal va]ue were ralsed for the church
by any other means, increasing in the same
manner as tithes increase, proportionably
with .the difficulty of cultivation, the effect
would be the same. = The church would be

PTNe """a;;h

was cultivated, it was levied on

e
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constantly obtaining an increased portion of
the net produce of the land and- ]abour of
the country. In’'an improving state of so-
clety, the net produce of land is"al“f‘iys di-
mlmshmg 1’ proportion to its gross producesy
but it is' from the net income of a country
that all taxes are ultimately paid, either in'a
progl essive Or in a stahonaly country. A tax
increasing with the gross income, "and falling
on the net income, must necessarily be a very
burdensome, and avery intolerable tax. Tithes
are a. tenth of the gross, and not of the net
produce of the land, and.therefore as. society:
improves in wealth, they must, ‘though the
same proportion of .the gross produce, be-

come a larger and largel portlon of the net
produce, ' |

Tlthes however may be considered as inju-
rious to landlords, inasmuch as they act as a
bounty on importation; by taxing the growth
of home corn; while the importation of foreign
corn remains unfettered. And if in order to
relieve the landlords from the effects of the
d1m1mshed demand for land, wlnch such a
bounty must encourage, imported corn were
also taxed. one:tenth, and the produce paid

R
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fo the state, no measure could be more fair
and equitable ; since whatever were paid . to
the state by this tax, would.go-to diminish
the other taxes which the expenses of go-
vernment make necessmy but if such a tax
were devoted only to increase the fund pald
" to the church, it m1ght indeed on the whole
incréase the general mass of productlon, but
it would diminish the portion of that mass
allotted to the productlve classes | |

"~If the treid'e iof’cloth‘ were left perfectly
frée, our manufacturers might be able to sell
cloth cheaper than we could imiport it 'If a
tax were laid on the home manufacturer, and
hot on' the importer of cloth, capital might
be injuriously driven from the manufacture
of cloth to the manufacture of some other

commodity, as it might. then be 1mp01ted‘

c¢heaper than it could be ‘madé at home. If
imported cloth should also be’ taxed, cloth
would again be manufactured at home. The
consumer first bought cloth at home, because
it was cheaper than foreign cloth; he then
bought foreign cloth, becaiisé it was cheape1
untaxed than home cloth taked: he-lastly
bought it again at homlé, because it was

i
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‘cheaper when both home and foreign cloth

were taxed. It is in the last case that he
pays the greatest price for his cloth, but all
his additional payment is gained by the state.
In the second case, he pays more than in the
first, but all he pays in addition is not re-
ceived by the state, it is an increased price
caused by difliculty of production, which is
incurred, because the easiest means of pro-
duction are taken away from us, by belng
fettered Wlth a tax. = |




- CHAPTER X.
| "LAN'D-‘TAX'.

A LAND-TAX, levied in proportion to the rent
of land, and varying with every variation of
rent, is in effect a tax on rent; and as such a
tax will not apply to that land which yields
. no rent, nor to the produce of that capital
which is employed on the land with a view
to profit merely, and which never pays rent,
it will not in any way affect the price of raw
produce, . but will fall wholly on the land-
lords. In no respect would such a tax differ
from a tax on rent. Butif a land-tax be im-
posed on all cultivated land, however mode-
rate that tax may be, it will be a tax on pro-
duce, and will therefore raise the price of
produce. If No. 3 be the land last culti-
vated, although it should pay no rent, it can-
not, after the tax, be cultivated, and afford

Bl dons for St oo,
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- the general rate of profit, unless the price of
~produce rise to meet the tax.” Either capital

will be withheld from that emPloyiﬁént.until

“the price of corn shall have risen, 1n conse-

quence of demand, sufficiently to afford the
usual profit; or if already employed on such
land, it will quit it, to seek a more advan-
tageous - employment.
removed to the landlord, for by the supposi-
tion he receives no rent. ‘Such a tax may be
proportioned to the quality of the land and
the abundance of its produce, and then it
differs in no respecf from tithes; or it may
be a fixed tax per acre on all land cultivated,
whatever its quality may be. '

- A land-tax of this latter description, would
be a very unequal tax, and would be con-
trary to one of the four maxims with regard
to taxes in general, to ‘which, ‘according to

tour maxims are as follow: -

Adam Smith, all taxes should conform. The

. 1. «The subjects of ‘every state ought to

contribute towards the support of the
.. Government, as nearly as possible in
- Pproportion to their respective abilities.

The tax canno be -
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. «The tax which' each individual is bound
to pay ought to be certain and not albl-
- t1a1y |

e Evely tax ought to be lewed at the
f time, or in the mannel in which it 1s
most likely to be convement for the con-

tributor to pay it. | '
4. “ Every tax ought to be so contrived as
both to take out and to keep out of the
. pockets of the people as little as possible;
" over and above what it b11n0‘s into the
pubhc treasuly of the state.” |

“An-equal land-tax, imposed indiscrimi-
nately and without any regard to the distinc:
tion of its quahty, on all land cultivated, will
raise the price of corn in proportion to the
tax paid by theé cultivator of the land of the
worst ‘quality.  Lands of different quality;
Wlth the employment of the same cap1tal wdl‘
If on the land which yields a thousand quar-'
ters of corn with a glven capital, a tax of 100Z
be laid, corn will rise 2s. per qualtel to com-
pensate the farmer for the tax. But with the

same cap1tal oh land of 4 better quality, 2,000

quaitérs may be produced which at 2s. a
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qua1te1 advance, would give 2001, ; the’ tax,
however, bearing equally on both lands Wlll
be 100L. on the better as well as on' the in:
ferlor, and consequently the consumer of
corn will be taxed, not only to pay the' exi-
gencies of the state, but also to give to the
cultivator of the beétter land, 1001. per annun.

during the period of his lease; and afterwards
to raise the rent of the landlord to that a-
mount: A tax of this descrlptlon then would
be contrary to the fourth maxim of Adam
Smith, it Would take out and keep out of the
pockets' of the peoplé, moré than what it
brought into the treasury of the state. ‘The
taille in France beforé the Revolutlon, was
a tax of this descrlptlon those lands' only
were taxed, which were held by an 1gnoble
tenure, the price of raw produce rose in pro-
portion to the tax, and therefore they wliose
lands were not taxed, were befiefited by the
incréase of their rent. Taxes on raw pr oduce
as well as tithes are fiee from this obJectlon

theéy raise the price of raw produce, but they
take from each quality of land a contribution
n proportion to its actual produce and not
in proportion to the produce of that Wthh
is the least productive. . N
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- From the peculiar view which Adam Smith
took of rent, from his not having observed
that much capital is expended in every coun-
try, on the land for which no rent is paid,
he concluded that all taxes on the- land,
whether they were laid on the land itself in
the form of land-tax or tithes, or on the pro-
duce of the land, or were taken from ‘the

profits of the farmer, were all invariably paid

by the landlord, and that he was in all cases
the real contributor, although the tax was in
general, nominally advanced by the tenant.
“ Taxes upon the produce of the land,” he
says, ¢ are in reality taxes upon-therent; and
though they may be originally advanced: by
" the farmer, are finally paid by the landlord.
When a certain portion of the produce is to be
pa‘id'away for a tax, the fa_rmer computes as
‘well as he can, what the value of this portion
is, one year with another, likely to amount
to, and he makes a proportionable abatement
in the rent which he agrees to pay to the
landlord.” There is no farmer who does not
compute before hand what the church tithe,
which is a land-tax of this kind, is, one year
with another, likely to amount to.”” It is un-
doubtedly true, that the farmer does calculate
hlS probable outgoings of all descuptlom,

937

when agreeing with his landlord concermng
the rent of his farm ; and if for the tithe paid

to the church, or for the tax on the produce’

of the ‘land, he were not compensated by a

rise in the relative value of the produce of hlS
farm, he would naturally deduct them from
his rent. But this is pfecisély the: QHeétio“nv

. in dlspute Whether he W111 eventuallv de-

duct them from his rent, or be compensated
by a higher price of produce. For the reasons
which have been -already given, I cannot
have the least doubt but that they would raise
the price of produce, and consequently that

‘Adam Smith has taken an Jnconect Vlew of

this 1 1mp01 tant questlon

Dl Smlth s view of this subject is probably
the reason why he has described “the tithe, and

every otherland-tax of this kind, under the ap-

pearance of perfect equality, as very unequal
taxes; a certain portion of the produce bemg
in different situations, equivalent to a very-dif:
ferent portion of therent.” 1 have endeavoured
to shew that such taxes do not fall with- une-
qual weight on the different classes of farmers .
or landlords, as they are both compensated by

‘the rise of raw pr oduce, and only contribute




238

to the tax in proportion as they are consu-
mers of raw produce. Inasmuch indeed as
~wages, and through wages, the rate of profits
- areaffected, landlords, instead of contubutlng
their full share to such a tax, are the class
peculiarly exempted. . It is the profits of
stock, from which that portion of the tax is

derived which falls on those labourers, who -

from the insufficiency of their funds, are in-
capable of paying taxes; this portion is ex-
clusively borne by all those whose income is
derived from the employment of stock, and
therefore it in no degree affects landlords.

It is not to be inferred from this view
of tithes, and taxes on the land and its pro-
duce, that they do not discourage cultivation.
Every thing which raises the exchangeable
value of commodities of any kind, which are
in very general demand, tends to discourage
both cultivation and production; but this is
an evil inseparable from all taxation, and is
not confined to the particular taxes of which
we are now speaking.

This. may .be considered indeed as ‘the
unavoidable disadvantage attending all taxes
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received and expended by the state. Every .
 new tax becomes a new charge on production,

and " raises natural price. A portion of the

labour of the country which was before at the

disposal of the contributor to the tax, is

" placed at the disposal of the state. This

portion may become so large, that sufficient
surplus produce may not be left to stimulate
the exertions of those who usually augment
by their savings the capital of the state.
Taxation has happily never yet in any free

~ country been carried so far as constantly from

year to year to diminish its capital. Such a
state of taxation could not be long endured;
or ifendured, it would be constantly absorbing
so much of the annual produce of the country

as to occasion the most extensive scene of

misery, famine, and depopulation.

% A land-tax,” says Adam Smith, “ which
like that of Great Britain, is assessed upon
each district according to-a certain invariable
canon, though it should be equal at the time
of its-first establishment, necessarily b}eycqme;;
unequal in process of time, -according to.the
unequal degrees of improvement or neglect in
the cultivation :of the different parts of the

S ——
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countly In England the valuation dccordlng
to which the different counties and parishes
were’ assessed. to the land-tax by the Ath.
William and Mary, was very unequal, even at
its first establishment. This tax, therefore, so
far offends against the first of the four maxims

above mentioned. It is perfectly agreeable
to the other three. It is perfectly certain.

The time of payment for the tax being the

same as that for the rent, is as convenient as
it can be to the contributor. ' Though the
landlord is in all cases the real contributor,

the tax is commonly advanced by the tenant,
to whom the'landlord is obliged to allow it |

in the payment of the rent.”

If the tax be shifted by the tenant not on

the landlord but on the consumer, then if it
be not unequal at first, it can never become
s0; for the price of produce has been at once
raised in proportion to the tax, and will
afterwards vary no more on that account.

It'may offend if unequal, as I-have attemp{t.ed
to shew that it will, against the four"Lh maxim
above mentioned, but it will not - offend
agalnst the first. It may take more ‘out of
the pockets of the people than it brings’ 1nto
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the pubhc treasury of the state, but it will not

fall unequally on any particular class of

contributors. M. Say appears to me to have -
mistaken the nature and effects of the English
Iand-tax, when he says, - ¢ Many persons
attribute to this fixed Valuatlon, the great
prosperity of ]Lnghsh agucultule That it
has very much contributed to it there can be

'no doubt. - But what" should ‘we say to a

Government, which, addr essing itself to a
small trader, should hold this language

¢ With a small capital you are carrying on a

hmlted tlade, and your direct contribution i 1s
in - consequence very small.  Borrow, and

‘accumulate capital ; extend your trade, so

that it may procure you unmense pr ofits; yet
you shall- néver pay agreater contribution,
Moreover, ‘when your successors shall inherit
your profits, and shall have further 1ncreased
them;  they shall not be valued higher to
them than they are to you; and your succes-

sors shall not bear a greater portion of the

pubhc burdens

o Wlthout doubt thls Would be a great
encouragenient: glven to - manufactures .and
trade; but would it be just? Could-not their

R




242

advancement be obtained at any other price?
In England itself, has not manufacturing and
commercial industry made even greater pro-
gress, since the same period, without _being
distinguished with so much partiality ?- A
landlord by his assiduity, economy, and skill,
increases his annual revenue by 5000 francs.
If the state claim of him the fifth part. of his
augmented income, will there not remain
4000 francs of increase to stimulate his further .
‘exertions?” - |

~If Mr. Say’s suggestion were followed, and
‘the state were to claim -the fifth part of the
augmented income of the farmer, it would be
a partial tax, acting on the farmer’s profits,
and not affecting thevproﬁvts of other employ-
ments. The tax would be paid by all lands,
by those which yielded-scantily as well as
by those which yielded abundantly; and on
some lands there could be no.compensation
for, it by deduction from. rent, for no rent is
paid. A partial tax on profits never falls on
the trade on which it is laid, for the trader
willeither quit his employment, or remunerate
himself for the tax. Now those who pay no

rent could be recompensed only by a rise in
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the ‘price of produce, and thus would M. Say’s

proposed tax fall on the consumer, and not .

elthe}' on the landlord or farmer, . PN

| If the proposed tax were increased in pro-
portion to the increased quantity, or value, of
the gross produce obtained from the land, it
would differ in nothing from tithes, ahd
would-equally be transferred to the consumer
Whether then it fell on the .gross or on Vthé
net produce of land, it would be ~e§ually
a tax on 'consumption, and would only affect
the Jandlord and farmer in the same way as
other taxes on raw produce. ’

If no tax whatever had -been laid on*the
land, and the same sum had been raised by
any .Other ‘means, - agriculture would ‘have
.ﬂo.urlshed at least as well as it has done; rfo'r it
18 1mpossible that any tax on land can be é.n
encqu?‘agement to agriculture; a moderate
tax may not, and probably does not, gr'eatly.-
prevent, but it cannot encourage production.
The English Government has held no sﬁc};
langu.age_as M. Say has supposed. " Tt did not
promise to exempt the agricultural class -and:
their successors from all future taxation, and
R 2 |
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to raise the further supplies which the state
might require, - from the other classes of
society; itsaid only,  in this mode we will no
further burthen the land; but we retain to
~ ourselves the-most perfect liberty of makmg
you pay, under some other form; your full
quota to the futme ex1gen01es of the state.”

Speaklng of taxes in kind, or a tax of a
certain proportion of the produce, which is
precisely the same as tithes, M. Say. says,
« This mode of taxation appears to be the
most equitable; there is however none which

is less so: it totally 1eaves out of conslderatlon |

the advances made by the producer; it 1s
proportloned to the gross, and not to the net

~ revenue. 'Two agriculturists cultivate diffe-
rent kinds of raw produce: one cultivates
corn on middling land, his expenses amount-
ing annually on an average to 8000 francs;
the raw produce from his lands sells for 12,000
francs; he has then a net revenue of 4000

francs.

-« His neighbour has pasture or Woo‘dflland',’
‘which brings in every year a like 'sum:of
12,000 francs, but his expenses amount only

| to 2000 francs..
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“He has therefore on an
average a'net revenue of 10 OOO francs

“ A laW ordams that a twelfth of the produce-
of all the fruits of the earth be levied in kind,
Whatever they may be.  IFrom the first is
taken i consequence of this law, corn of the
value of 1000 francs; and from the second,
hay, cattle, -or wood, of the same value of
1000 francs..  What. hashappened? From
the one, a quarter of his-net income, 4000
francs, has been taken; from the other, whose
income was 10,000 francs, a tenth only has
been:taken. - Income is the net profit which
remains after replacing the capital exactly in
its former state. Has a merchant an income
equal to-all the sales which he makes in the
course of a year? certainly not; his income
only amounts tothe excess of his sales above
his advances, and it is'on this éxcess only that
taxes on income should fall.”

M. Say’s error in the above passage lies in
supposing that because the value of the pro-
duceof one of these two farms, after re-instating
the capital, is greater than the value of the
produce of the other, on that account the net
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income of the cultivators will differ by the
same amount. M. Bay has wholly omitted

the consideration of the different amount of"

rent, which these cultivators would have to
pay. ‘There cannot be two rates of profit in
the same employment, and therefore when
produce is in different proportions to ‘¢apital,
it is the rent which will differ, and not
the profit. Upon what pretence would one
man with a capital of 2000 francs, be allowed
to obtain a net profit of 10,000 francs from its
employment, whilst another with a capital of
8000 francs would only obtain 4000 francs?
Let M. Say make a due allowance for rent;
let him further allow for the effect which such
-atax would have on the prices of these diffe-
rent kinds of raw produce, and he will then
perceive that it is not an unequal tax, and
further that the producers themselves will no
otherwise contribute toit, than any other class
of consumers. ' '
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CHAPTER XI.

TAXES ON GOLD.

~ . . . - I
THE rise in the‘prlce ‘of commodities, in

consequence_of taxation or of difficulty of

production, will in all cases ultimately ensue;
but the duration of the interval, before the
ma?ket price of commodities conforms to
their natural price, must depend on the nature
of the commodity, and on the facility with
which it can be reduced in quantity. If the
quantity of the commodity taxed could not
be diminished, if the capital of the farmer or
of the hatter for instance, could not be with-

drawn to other employments, it would be of no

consequence that their profits were reduced

below the general level by means of a tax ; un-

?ess the demand for their commodities should
increase, they would never be able to elevate
the market price of corn and hats up to the

e e e




248

increased natural price. Theirthreats toleave
their employments, and réemove their capitals
to more favoured trades, would be treated as
an idle menace which could not be carried
into effect; and conéequently the price would

not be raised by diminished production.

Commodities however of all descriptions can

be reduced in quantity, and capital can be

removed from trades which are less profitable

to those which are more so, but with different

degrees of rapidity. In proportion as the

supply of a particular commodity can be more

eaSily”red,Liced, the price of it will 'mbre
quickly rise after the difficulty of its produc-

tion has been increased by taxation, or by
any 6_ther means. Corn being a comm'o,d_ii:y
indispensably necessary to every ome, little
effect will be produced on the demand for it
in consequence of a tax, and therefore the
supply could not be long excessive, even if
the producers had great difficulty in removing
their capitals from the land; the price of corn
therefore, will speedily be raised by taxation,
and the farmer will be enabled to transfer
the tax from himself to the consumer.

~+" If the mines which supply us with gold
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were in this country, and if gold were taxed;
it could not rise-in relative value to other
things till its quantity were reduced. - This
would be more particularly the case, if gold
were exclusively used for money. It is true
that the least productivé mines, those which

-paid no rent, could no longer be worked, as

they could not afford the ‘general rate of
profits till the relative value of ~gold rose, by
@ sum equal to the tax. The quantity of

- gold, and therefore the quantity*of money

would be slowly reduced; it would be a little
diminished in one .yeér, a little more iﬁ‘ ano-
ther, and ﬁna_lly its value would b_e’raisedfiﬁ
proportion to the tax; but in the interval, the
proprietors or holders, as-they W'O'Uid-péy:the
tax, would be the sufferers; and not those Wh(;‘
used money. If out of ﬁeVEryzEIOOO. quarters
of -wheat in the country, -and “every. 1000
produced in future, government shdﬁld 'exéét
lOO,ﬁquar?:ers- as: a. tax; ~the':rremaining;;-QOCf);
quartgrs would' exchange ‘/,fbr;thefsame Aquc‘m.-‘
tity of other .commodities: that,f,:lOOO:.fdid

‘before; -but. if- the- same -thing took ‘place

with re,spect to gold, 1f of every 1000 -mo-

- D€y now 1in 'the-country, or in future to be

brought into it, " government - could exact
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100/, as a tax, the remaining 900.. would

| purchase very little more than 900 purchased
before. The tax would fall upon him, whose
property consisted of money, and would con-
tinue to do so till its quantity were reduced
in proportion to the increased cost of its pro-
duction caused by the tax.

‘This perbaps would be more particularly
the case with respect to a metal used for
money, than any other commodity, because
the demand for money is not for a definite
quantlty, as is the demand for clothes, or for
food. The demand for money is regulated
entirely by its value, and its value by its
quantity. If gold were of double the value,
half the quantity would perform the same
functions in circulation, and if it were of half
the- value, double the quantity would be re-
quired. * If the market value of corn be in-
creased one tenth by taxation, or by difficul-
ty of production, it is doubtful, whether any
effect whatever would be produced on the
quantity consumed, because every man’s
want is for a definite quantity, and, therefore,
if he has the means of purchasing, he will
continue to consume as before; but for mo-
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ney, the demand is exactly proportioned: to
its value. No man could consume twice the.
quantity of corn, which is usually necessary
for his support, but every man purchasing and
selling only the same quantity of goods, may

be obliged to employ twice, thrice, or any num-
ber of times- the same quantlty of money:

The argument Wh]Ch I have just been
using, applies only to those states of society
i which the precious metals are used for
money, and where paper credit is not esta-

~blished. The metal gold like all other com-

modities has its value in the market ultimate-
ly regulated by the comparative facility or
difficulty of producing it; and although from
its durable nature, and from the difficulty of
reducing its quantlty, it does not readily
bend to variations in its market value, yet
that difficulty is much increased from the cir-
cumstance of its belng used as money, If
the quantity of gold in the market for the
purpose of commerce on]y, were 10,000 oun-
ces, and the consumption in our manufactures
were 2000 ounces annually, it might be raised
one fourth, or 25 per cent. in its value, in

one year, by withholding the annual supply,
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but if in consequence of its being used as

money, the quantxty employed were ‘100,000

ounces, 'it" would not be raised one fourth in
value in less ‘than ten years.. As: money
made of paper may be readily reduced.in
quantity, its value, though its standard were
gold, would ‘be increased as rapidly as that
of the metal itself would be increased if it had
no connexmn whatever with money ;

If gold were 'the-produce of dne country
only, and it were used universally for money,
a'very: considerable tax might be imposed on
it Whlch ‘would not:fall on:any country,

xcept in pr 01301 tion as they used it in' manu-
factures, and for utensils; upon that portion
thh was used for money, though a large
tax- mlght be received, nobody: would: pay it.
This-1s ‘a quality pecuhar ‘to ‘money. ~ All
~other commodities of which there exists a li-
mited - ‘quantity, ' and: Whlch cannot:. be' in-
creased by~ competluon are dependant for
their valué, on the tastes, the caprlce, and the
power-of purchasels “but money is a'commo-
dity which no countly has any> 'wish of neces-
sﬂ:y to increase: no’ more ‘advantage results
from using twenty millions, ‘than: from:using

i
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ten. millions of currency. A country might

have 'a-monopoly of-silk, or of wine, and

yet the prices of silks and wine might fall,

because from caprice or fashion, ortaste,
cloth and brandy might be preferred, and
substituted; the same effect might in a degree

take ‘place with gold, as far as its use is: con-

fined: to. manufactures : but while money: is
the..genéral medium of exchange, the de-
mand- for it is:never.a matter. of choice, but
always of necessity ; you must: take:it in ex-
change for your goods, and’ therefore there
are  no’ limits. to the quantity which may be
forced' on you by foreign trade, if it fall in:va=
lue;-and no reduction to:which .you.must
not submit, -if ‘it:rise.  You may indeed’sub--
stitute: paper money, but by this:you do:not;
and cannot lessen the quantity. of money; ‘it
is only: by the risé ofthe price: of ,commodi-:
tiés;. that you' can:prevent them: from- being*
exported from‘a:country where:they are: pur-
chased with little: money, to arcountry where
they can: be-sold for more, and: this rise can:
only be:effected by aniimportation: of metal=
lic - money: from: abroad, :or by: the-creation or:
addition of paper money at home. If then:
the: King of Spain, supposing him to ‘be in’




254

exclusive possession of the mines, and gold
alone to be used for money, were to lay a

considerable tax on gold, he would very

much raise its natural value; and as its market.

value in Europe is ultimately regulated by its
natural value in Spanish America, more com-
modities would be given by Europe for a
given quantity of gold. .But the same quan-
tlty of ‘gold would not be produced in Ame-
rica, as its value would only be’ increased in
proportion to the diminution of quantity
consequent on.its increased. cost of produc-
tion. No more goods then would be ob-
tained in America, in exchange for all their
gold exported, than before: and it may be
asked, where then would be the benefit to:

Spain and her colonies? 'The benefit would:
be this, that if less gold were produced, less ca-
pital would be employed in .producing it;

the same value of goods from Europe would

be imported by the employment of the smaller.

capital, that was before obtained by the em-
ployment of the larger; and therefore all the
productions obtained by the employment of’
the capital withdrawn from the mines, would

be a benefit which Spain would derive from.

the imposition of the -tax, and which she.

%“v
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could not obtain in such abundance, or with

such certainty, by possessing the monopoly

of any other commodity whatever. From

such a tax, as far as money was. concerned,

the nations of Europe would suffer no injury
whatever ; they would have the same quan-

tity of goods, and consequently the same

means of enjoyment as before, but these

goods would be circulated with a less quan-

tity of money. ‘

If in consequence of the tax, only one tenth
of the present quantity of gold were obtained
from the mines, that tenth would be of equal
value with the ten tenths now produced
But the King of Spam is not excluswely in
possession of the mines of the precious me-
tals; and if he were, his advantage from their
possession, and the power of taxation, would
be very much reduced by the limitation of
demand and consumption in Europe, in con-
sequence of the universal substitution, in a
greater or less degree, of paper money. The
agreement of the market and natural prlces
of all commodmes, depends at all times on
the facility with which the supply can be in-
creased or diminished. In the case of gold,
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houses, and labour, as well as many -other
~ things, this effect cannot, under some circum-
stances, be speedily pfodﬁééd. “But i't'.is”dif-
ferent with those commodities which are con-
sumed and reproduced from year to year,
such: as ‘hats, shoes, corn, and cloth ; "they'
may be reduced if necessary, and the interval
cannot be long before the supply is contracted
in proportion to the increased charge of pro-
ducing them. s

-+ A ta on raw produce from the surface of
the earth, will, as we have seen, fall on the
constmief; and will in‘no way affect rent; un-
less; by diminishing’ the funds for the mainte-
nance of labour; it lowers wages; reduces the
population, and diminishes the' demand for
corn --'But' a 'tax on’ the' produce of* gold
mines’ must, by enhan¢ing the value of that
nietal;’ necessarily reduce the demand for it,
and-must therefore necessarily displace capi:
tal' fromn ‘the employment to which it was'ap-
phed - Netwithstanding - then, that - Spain

would derive all the bénefits which I have

s‘tated}ﬁ‘ofrrf« a'tax on gold, the proprietors of
those ‘mines’ from which capital was- with-
drawn would lose all their rent. This would
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‘be a loss to individuals, but not a national
{oss; rent being not a’ creation, 'but‘merely 4
transfer of wealth : the King of Spain, and
the proprietors of the mines which continued
to be worked, would together receive not

- only all that the liberated capital ‘produced,

but all that the other proprietors lost,.

Suppose the mines of the 1st, 2nd, and Srd.
quality to be worked, and to produce -re'sp'ec—,m
tively 100, 80, and 70 pounds weight .of gol':d;
and therefore the rent of No. 1 to. bev.thvirt‘y.

“pounds, and that of No. 2 ten pounds.  Sup-

posenow the tax to be seventy:pounds of gold
per annum on' each mine worked ; 'and eonge-
quently that No. 1 alone could be proﬂtably.
‘VVOI‘kéd'; it is evident that all rent. would im-
mediately disappear. - Before the imposition of
the tax, out of the 100 pounds produced on
No. 1, arent was paid of'thirty po’und.s‘, and the
worker of the mine. retained seventy, a sum
equal to the produce of the least produc’:tive;
mine.  The value then of what remains to the:
,_capit_a}list of the mine No. 1 must be the same.
as before, or he would not obtain the commopn:
profits of stock ; and consequently, _after' pay-
5 .
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ing seventy out of his. 100 pm?nds for ::ai,('é
the value of the remaining fchwtz; &?ui o
| ‘ ‘ fore, and ther
reat as seventy were before, ,
..?}iegvahie of the whole hundrf.zd as gl,fealtl e:‘s
933 pounds before. Its value might l;ﬁ'hlil i(; é
. | - even this mir
but it could not be lower, or eve _
would cease to be worked. Being 2 'TOEZ_
polised commodity, it coulld exceed 1 S,rent
tural value, and then it Wou}d pay. }a,_.ld,be
equal to that excess; butno funds wou N
e’?ﬁ 'loyed in the mine, if it were below this
;sfalge. | Ih return for one third of. the lzébo]-n'
and capital employed in the mines, 1dp:£
would obtain as much gold as wc;lu g
change for the same, or very ;uaarlysgﬂ :; mﬂé
1 ' it before. 1
tity of commodities as ‘ .
| gza:iclh}ér by the produce of the two.thu'dsf
liberated from the mines. If1 (;;hbe Yah:; EO
’ | hould be equ
100 pounds of golld S equs
3121: of thl()a 250 pounds ext.racted before ; t(l;:
king of Spain’s portion, his seventy p;)un. ;
would be equal to 175 at the foriner va llile : @
of king’s tax only would fal
small part- of the e
i jects; ter part being.ob-
his own subjects, the greater part beir
t?;n;d by the better distribution Qt c_apltalf.

¥

- dantly asbefore ; but if th
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' The account of Spain would stand thus :

, ~ Formerly produced: o
Gold 250 pounds, of thé value of (suppose) . 10,000 yards of
- ' ‘ . . ' cloth.
Now produced - -
By the two capitalists who quitted the mines,) 5,600 yards of
* the value of 140 pounds of gold, or . } ~ “cloth,”

By the capitalist who works the mine, No. 1,3 S
. thirty pounds of gold increased in value, as & 3,000 yards.of
. 1 to 2%, and therefore now of the value of cloth.
Tax to the king seventy pounds, now of the} . ) ]
" wvalue of , oL A } 7,000 yards of

' 0 = cloth..

1,5_,609
Of the 7000 received by thé"king,
of Spain ‘would . contribute o
5600 would be pure gain,
liberated capital.

the people
only 1400, ‘and
effected by the

- If'the tax, instead of being a fixed sum per
mine worked, were a certain portion of its
produce, the quantity would not be reduced
in,consequence. If a half a fourth, or g
third of each mine were taken for the tax, it
would nevertheless be the interest of the pro-
Prietors to make their mines yield as abun-
¢ quantity were not

s 2

]
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reduced, but only a part of it transferred from

the proprietor to the king, its value would not
rise; the tax would fall on the people of the
colomes, and no -advantage would be gained.

A tax of this kind would have the effect that
Adam Smith supposes taxes on raw produce
would have on the rent of land—it would fall
entirely on the rent of the mine. If pushed
alittle further, the tax would net only absorb
the whole rent, but would deprive the worker
of the mine of the common profits of stock,

and he would consequently withdraw his ca-
pital from the production of gold. "If still
further extended, the rent of still better mines
would be' absorbed, and capital would. be
further withdrawn ; and thus the quantity
would be -confinually reduced, and its value
raised, and the same effects would take place

as we have already pointed out; a part of

the tax would be paid by the people of the
Spanish colonies, and the other part would be
a new creation of produce, by increasing the
power of the instrument used as a medium
of exchange. Taxes on gold are of two
kinds, one on the actual quantity of gold in
circulation, the other on the quantity that is
annually produced from the mines. Both

oy r—— .
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_have a tendency to reduce the quantity, and

to raise the value of gold; but by neither
will its value be raised till the quantity is re-
duced, and therefore such taxes will fall for
a time, until the supply is diminished, on the
proprietors of money, but ultimately they
will be paid by the owner of the mine in the
reduction of rent, and by the purchasers of
that portion of gold, which is'used as a com-
modity contributing to the enjoyments of

mankind, and not set apart excluswely for'a
circulating medium.




CHAPTER XII. =

. TAXES ON HOUSES.

TuERE arealso: other commodities' ‘besides
gold which cannot be speedily:reduced in
quantity ; any tax on which will therefore
fall on the proprietor, if the increase of price
should lessen the demand.

Taxes on houses are of this description ;
though laid on the occupier, they will fre-
quently fall by a diminution of rent on the
landlord. The produce of the land is con-
‘sumed and reproduced from year to year, and
s0 are many other commodities; as they may
therefore be speedily brought to a level with
the demand, they cannot long exceed their
natural price. But as a tax on houses may
be considered in the light of an additional
rent paid by the tenant, its tendency will be

e ——
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to. diminish the demand for houses of the
same annual rent, without diminishing their
supply. Rent will therefore fall, and a part

‘of the tax will be pald 1nd11 ectly by the land-

lord.

.« The ‘rent of a house,” says Adam Smlth
“ may be dlstmgulshed into two parts, of
whichthe one may very. pl operly be called the
building rent, the other is commonly called
the -ground rent. " The bulldmg rent is the
interest or profit of the capital expended in
building the house.  In order to put the trade
of ‘a builder upon a level with other trades; |

it is necessary that this rent should be suf-

ficient first to pay the same interest which
he would have got for-his capital, if he had
lent it upon good security ; and secondly, to
keep the house in constant repair, or what
comes to the same thlng, to replace within a
certain term of years the capltal which had
been employed in building it.” « If in pro-
portion to the interest of money, the trade
of the builder affords at any time a much
greater profit than this, it will soon draw so.
much. eapital from other trades, as will re-
duce the profit to its- proper level. If it
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affords at any time much less than this, other
trades will 'soon draw so much capital fromr
it as will again raise that profit.
part of the whole rent of a house is over and
above what is sufficient for affording this
reasonable profit, naturally goes to the ground
rent; and where the owrner of the- ground,

and the owner of the building are two dif=
ferent persons, it is in most eases completely
paid to the former. In country houses; at a
distance from any great town, where there is
~a plentiful choice of ground, the ground rent
is scarcely any thihg, o no more than what
the space upon which the house stands; would
pay if employed in agriculture.. In country
villas, in the neighbourhood of some great
town, it is sometimes a good deal higher;
and the peculiar conveniency, or beauty of
situation, is there frequently very highly paid
for. Ground rents are generally highest in
the capital, and in those particular parts of
it, where there happens to be the greatest:

demand for houses, whatever be the TEason.

for that demand, whether for trade and-busi-.

ness, for pleasure and society, or for, mere
A tax on.the rent.of
houses may either fall on the occupier, on- the.

vanity and fashion.”

¥ .:.?ammu»- ,«i‘;wr.‘.‘
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ground landlord, or on the building landlord,
In ordinary cases it may be presumed, that
the whole tax would be paid both imme-
diately and finally by the occupier:

If the tax be moderate, and the circum-
stances of the couritry such, that it is either

stationary or. advancing, there would:be lit-

tle motive for the occupier of a house:to con-
tent himself with one of a worse descrlptlon

But if the tax be high, or any other circum-
‘stances should diminish the demand for hou-.
ses, the landlord’s income would fall; for the
occupier would be partly compensated for the

tax by a diminution of rent. It is, however,
difficult to say; in what propoitions that part
of the tax, which was saved by the occupier

by a fall of rent, would fall on the building
.rent and the ground rent.

It is probable,
that in the first instance, both would be af-
fected; but as houses are, though slowly, yet

certainly perishable, and as no more would
be built; till the profits of the. builder, were.

restored to’the general level, building rent,

would, after an interval, be restored to its.

natural price. As the builder receives rent

only whilst the building ‘endures, he could .

S
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pay no part.of the tax, under the most dis-
-~ astrous circumstances, for any longer period.
'The payment of this.tax, .then, would ul-
timately fall on the occupier and ground

landlord, but. ¢ in. ‘what proportion, this final |

payment would.be divided between them,”
says Adam Smith, it is not perhaps very easy
‘toascertain: The division would probably be
very different in different circumstances, and
a.tax of this kind might, .according to those
different circumstances, affect very unequally:
both the inhabitant of the house, and the
owner of the ground.”*- - . - . .,
- Adam' Smith considers ground rents as
peculiarly fit subjects for taxation. - « Both

ground rents, and the ordinary rent of land,”

he says, ““ are:a species of revenue, which the
owner in-many cases enjoys, without any
care or attention of his own: - Though & part:
of this revenue:should be taken from him, in
order to defray the expenses of the state, no
discouragement will thereby be given to any.
sort of industry. - 'The annual produce of the

T
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land -and labour of the society,’ the real
wealth and revenue of the great body of" the
people, might be the same- after:such’a tax
as before. " Ground rents, and the ordinary
rent of “land, : are, therefore, - perhaps- the
species of revenue, which can best ‘bear to
have a peculiar tax imposed upon them.” " Tt
must be admitted that the: effects of these
taxes ‘would be such.as -Adam Smith has
described ; but it would surely be very unjust;
to tax.exclusively:the revenue of -any partis
cular class of a community.:~ The burdens. of
the state should be borne by all in propertion

to their means: thisis one of the four maxims

mentioned by Adam Smith, which should go-
vern all taxation. Rent often belongs to those
who after many years of toil, haverealised their
gains, and expended their fortunes in the pur-
chase of land ; and it certainly would be an in-
fringement of that principle which should ever
be held sacred, the security of property, to sub-
jectit to unequal taxation. Tt isto be lament-
ed, that the duty by stamps, with which the
transfer of landed property is loaded, ma-

tertally impedes the conveyance of it into

those hands, where it would probably be
made most productive. And if it be consider-
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ed, that land, regarded -as-a fit subject for
exclusive taxation, would not only be re=
duced in price, to compensate for the risk of
that taxation, but in proportion to the inde-
finite nature and uncertain value of the risk,
would become a fit subject for speculations,
partaking more of the nature of gambling,
than: of seber trade, it will appear probable,
that the hands into which land would in that
case be most apt to fall, would be the hands
of those, who possess more of the qualities of
the gambler, than of the qualities of the
sober-minded proprietor, who is likely to
employ his land to the greatest advantage.

' CHAPTER XIIL

TAXES ON PROFITS.

Taxzs on those commodities, which are ge-
nelally denominated luxuries, fall on those

, only who make use of them. A tax on wme

is paid by the consumer of wine. A tax on
pleasure horses, or on coaches, is paid by
those who provide for themselves such enjoy-
ments, and in exact proportion as they pro-
vide them. But taxes on necessaries do not
affect the consumers of necessaries, in pro-
portion to the quantity that may be con-
sumed by them, but often in a much
higher proportlon

the proportion that he and his family may

consume corn, but it alters the rate of profits

of stock, and therefore also affects his income
Whatever raises the wages “of labour, lowers
the profits of stock; therefore every tax on

A tax on corn, we have
observed, not _only affects a manufacturer in
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any commodity consumed by the labourer,
has a tendency to lower the rate of profits.

A tax on hats will raise the price of hats;

© atax on shoes, the price of shoes; if this

were not the case, the tax would be finally
paid by the manufacturer; his profits would
be reduced below the general level, and he
would quit ‘his trade.. A partial tax on
profits will raise the price of the commodity
on which it falls: a tax, for example, on the
profits of the hatter, would raise the price of
hats’; for if his profits were taxed, and not
those of any other trade, his profits, unless he
raised the price of his hats, would be below
the general rate of profits, and he would quit
his’employment for another. |

~ In the same manner a tax on the profits of
the farmer would raise the price of corn; a
tax on the profits of the clothier, the price of
‘cloth; and if a tax in proportion to profits
were' laid on all trades, ‘every commodity
would be raised in price. But if the mine,
which supplied us with the standard of our
money, were in this country, and the profits of
the miner were also taxed, the price of no
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. commodity would rise, each man would give

an equal proportion-of his income; and.every
thing would be as before. . e

If -mc.v-ne& be» not Itdxed, and therefore be

permitted to preserve its value, whilst every
thing else is taxed, and israised in value, the
hatter, the farmer, and clothier, each employ-
ing the same capitals, and .obtaiping the same
profits, will pay the same amount- of tax. If
the tax be 1007, the hats, the cloth, and the

corn, will each be increased in value 100/

If the hatter gain by his hats 1100/, instead
of 1000L, he will pay 100/ to Governrhent
for the tax; and therefore will still have 10004

“to lay out on goods for his own consumption.
‘But -as the cloth, corn, and all other com-

modities, will -be raised in price from the
same cause,  he will not obtain more for his
10007 than he before obtained for 9107.,, and
thus will he contribute by his diminished_,gx-.
'pen'diture to the exigenciesof the state; he Wlll,
by the payment of the tax, have placed a por-
tion of the produce of the land and -labour' of
the country at the disposal of Govern.m'ent,‘ 1n-
stead of using that portion himself. 1finstead of
expending his 10007, he adds it to his capital,

i
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he will find in the rise of wages, and in the
increased cost of the raw material and ma-

chinery, that his saving of 1000/ does not

amount to more than a saving of 910/. amount-
ed to before. - -

If money be taxed, orif by any other catse
its value be altered, and all. commodities
remain precisely at the same price as before;
the profits of the manufacturer and farmer

will also be the same as before, -they will

continue to be 1000/ ; and as they will each
have to pay 100/ to Government, they will

retain only 900/, which will give them a
less command over the produce of the land

and. labour of the country, ‘whether they

expend it in productive or unproductive

labour. Precisely what theylose, Government
will gain. In the first case the contributor to
the tax would, for 1000/, have as. great a
quantity of goods as he before had for 9107, ;
in the second, he would have only as much
as  he before had for 900/ This proceeds
~ from the difference in the amount of the tax;
in the first case it is only an eleventh of his
income, in the second it is a tenth ;. money in
the two cases being of a different value.
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. =" But although, if money be not taxed, and ‘_
_ do notalterin. value, all commodities will rise

in price, they will not rise in ‘the same .pro-
portion; they will not after the tax bear the
same relative value to each other which they
did before the tax. In _i»a_fformer‘part of this
work, we discussed the effects of the division
of Capital into fixed and circulating, or rather

into durablé and perishable capital, on the
prices of commodities. - We shewed that two -

‘manufacturers might employ precisely. the

sameamount of capital, and might derive from:

it precisely the same amount of profits, but
that they would sell their rcommodities; for
very different sims of money, éccqrding as the
capitals they employed were rapidly, or slow-
ly; consumed and reproduced. The one might
sell his goods for 40001., the other for 10,0001,
and they might both-employ 10,0004 of capi-
tal, -and ‘obtain 20 per cent. profit,.or 20001,
The capital of one might consist for example
of 2000L. circulating capital, to be reproduced,
and 8000/. fixed, in'buildings and machinery ;
the capital of the other on the contrary might
consist of 8000L of circulating, ‘and of only
20004 fixed capital in.machinery and build-
ings.. Now if each of these persons were to
T




9274

be taxed 10 per cent. on his : income,: or
900L, the one, to make his busimess yield him
the’ general rate’of profit, must raise his goods
from 10,000 to 10,200L; the other would
also be obliged to raise the price of his.goods
from 4000l to 4200l Before the tax, the
goods sold by one of these manufacturers
were 24 times more valuable than the goods of
‘the other; after the tax they will be'2.42 times
" more valuable: theone kind will have risen 2
per cent.; the other 5 per cent. : ‘consequently
a tax upon income, whilst money continued

analtered in value, would alter ‘the relative

prices and value of commodities. " This ‘is
true, if the tax instead of being laid on the
profits were laid on the commodities them-
selves : provided they were taxed in proportion
to the value of: the capital employed on their
production, they would rise-equally, whatever
might be. their value, ~and therefore ~they
would not preserve the same’ proportion .as
before. A commodity, which rose: from ten
to eleven thousand pounds, would ‘not bear
the same relation as before, to another which
rose from 2 to 3000/ If under these circum-
stances money rose in value, from whatever
cause it might proceed, it would not affect
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the ‘l - ’ - - . '
€ prices of commodities:in the same pro
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first commodity was 10,000, t.h'éip
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from foreign demand, | Wﬂl ﬁoﬁ_ ngratg in the
~ same proportion on the’ prices o_f‘_‘rflll (éommloé
dities; some it will raise or lower‘ 5, )"-(')if \
per cent., others 3, 4, or 7 pe‘r. cent. 1  13
country were not taxed, and. money 81011.1. :
fall in value, its abundance 1n every mar c;f
would produce similar effects in eachl.q' T
meat rose 20 per,’cent'.', l?l*ead_, beer, shoes,
' labétli*, and every:commodlty, Would als<1) 1?1?6‘3
20 per cent.; it is necessary they shou z cog)f‘ |
so, to secure to each trade ’gbe same rate -
profits. But this is no longer true when any
of these commodities is taxed ; .1f n thtE;lt c?:lei
they should all rise in va*o.poArtlonl tg ; e‘a‘en;
in the value of money, proﬁts W()._lilbl' be'x iy
~dered unequal; in the case of ‘the E’Q’I?nzhé
dities taxed profits Woulfj be r.a1_sed' a ove the
| general level, and capital Wol,ﬂd‘b‘? 1em]cln ed
from one employment to anothgr,~~ -tl'-'[ .a?l-
Eciuilibriﬂin of profits, was lll'e's»tore(il!, W lrlC é.
could only be, after the relative puc‘es.vserf
altered.

Will ot this principle account for the
| diﬁérént effects, fwhich _it was 1*em61;1f1.<eq \fzvere
sroduced on the prices of CQH’%I}]O(]{QCS,B '_10;1
" the altered value of money during the Bank-

)
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testriction? Tt was objected to those who
contended that . the - currency was at that
period depreciated, from the too great abun-
danceof'the paper circulation , that, if that were
the fact, all commodities ought to have risen
in the same proportion; but it was found
that many had varied considerably more than
others, and thence it was inferred that the
rise of prices was owing to something affecting
the value of commodities, and not to any
alteration in the value of the currency. Tt
appears however, as we have just seen, that in
a.country where commodities are taxed, they

will not all vary -in price in the same propor-

tion, either in consequence of arise or of a fall

in the value of currency, |

. If the profits of all trades were taxed,
excepting the profits of the farmer, all goods
would rise in money value, excepting raw
produce. The farmer would have the same

- corn income as before, and would sell his
corn also for the same money price; but as he

would be obliged to. pay an additional price
for all.the commodities, except corn, Which
he consumed, it would. be to him a tax on
expenditure, Nor would he be fefieig;:l_
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froth this tax by an alteration’ in the value of
money, for an alteration in the value of
money might sink all the taxed commodltles
to their former price, but the untaxed one’
would sink below its former level; and there—"
fore, though the falmel would pmchase his-
commodities at the same price as before, ‘he’
Would have less money Wlth Wthh to- pur-*
chase them el

The landlord t00 would be premsely in
the' samé S1tuatlon, he would have the same
corn; and the same money rent-as before, if’
“all ‘commodities - rose in price,’ and money
remained at the same value; andhe would have
the same corn, but a less money rent, if all
commodltles remained at the same price: so
that in either case, though his income were
not dueotly taxed, - he-would indirectly con-
~ tribute towalds the money ralsed |

But suppose the profits of the falmer to be

also taxed he then would be 1n the same

situation as other traders} his. Taw ploducel.

would rise, 50 -that he would have the same
money revenue, after paylng the tax, but he
would pay an addltlonal price for all the

qrs.;ithat-of No. 2
'and'each to .be taxed 10 quarters, the dlﬂé*
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commodities: he: consumed raw ploduce ini-
cluded

Hls landlord howevel Would be dlﬂ'e1ently

‘mtuated, he.would be benefited by the tax on.

his tenant’s profits, as- he would be:compen-
sated: for ..the - additional price at which he:
would purchase his manufactured commo-
dities, if they rose in price; and he would
have.the same. money revenue, if in con-
sequence of a rise in the .value of money,
commodities sold at .their former price. A
tax. on the profits.of the farmer, is not a tax
proportioned-to the gross produce of theland,
but :to its net.produce, after‘the payment of
rent, wages, and all other charges. 'As the
cultivators of the diﬁ‘ereut"kinds; of land,
No. 1;.2, and 3, employ precisely the same
capitals, they: will . get precisely the same
profits, whatever may be the quantity- of

gross: produce, which one may obtain more
than:the other; and consequently they will be
all :taxed alike. - Suppose the gross produce |
of the land of the quality No. 1, to'be 180 -
2,170 grs., and ofNo 3,160, -

rencé betweén thé produce of No.1,No:2, and
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No. 3, after paying the tax, will be the same és'f-,_-,i__-»-f"
before; for if No. 1 be reduced to 170,:No..2
to 160, and No. 3 to 150 qrs.; the difference
between 3 and 1 will be as before, 20 qrs.; ‘and |
of No.3and No. 2, 10qrs. If after the tax the‘_- “

prices of corn and of every: other commodlty
should remain the same as before, money rent
as well as corn rent, would continue unaltered;
but if'the price of corn, and every other coh1<<»
‘modity should rise in consequence of the tax,
money rent will also rise in the same propor-
tion. If the price of corn were 4L per quarter,
the rent of No. I would have been 804, and
that of No. 2, 407 ; but if corn rose ten per
cent., or'to 4l. 8s., rent would alsorise ten per
cent., for-twenty quarters. of corn would then
be worth 881, and ten quarters 44/.; so thatin
‘every case the landlord will be unaffected by
such atax.. A tax on the profits of stock
always leaves corn rent unaltered, and there-

fore money rent varies with the price of corn ;.
but a’ tax ‘on raw produce,.or tithes, never

leaves corn' rent unaltered, but generally
- leaves money rent the same as before.” In
- another part of this work 1 have obseryed,

that if:a land-tax of the same money. amount, .

werelaid on every kind of land in cultiva-

981

f__:‘_"tlon Wlthout any allowance for difference of .
B :‘:i:i_f..’fertlhty, it would be very unequal in its opera-
-.-'tion, as'it would be a profit to the landlord
T of the more fertile lands. It would raise the
.- price ‘of corn in proportion to the- burden

" borne by the farmer of the worst land ; but

~ this additional price being obtained for ‘the
greater quantity of produce yielded by the

better land, farmers of such land would be
benefited during their leases, and afterwards,
the advantage would go to-the landlord in
the form of an increase of rent. The effect
of an equal tax. on the profits of the farmer
1s precisely the same ; it raises the money rent
of the landlords, if money retains the" same
value; but as.the profits of all other trades

- are taxed as well as those of the farmer, and

consequently the prices of all goods, ‘as well
as corn, are raised, the landlord loses as much

~ by the increased money price of the goods

and’ corn on which his rent is expended, ‘as
he gains by the rise of his rent. If money
should rise in, value, and all thmgs should,

Ry

after a tax on the profits of” stock fall to thelr :

- former prices, rent also would be the same.,as

before. - The landlord Would receive the same
money rent, and would ob’caln all the com-

-
D SIS
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modities on which it was expended at then
former price; so that under all circuamstances.

he would continue untaxed. |

A tax on the profits of stock would -also

affect the stock-holder, if all commodities

were to rise in-proportion to the tax:; but'if |

from the alterati‘on in the value of moneys,,
all commodities were to sink to. their former
price, the stock-holder would pay nothing

towards the tax; he would purchase all his

commodities .at .the same price, but would
still:receive the same money dividend. : -

2. Jf it :be agreed, that by .taxing the pro-
fits of one manufacturer only, the price of his
goods would rise, to put him on' an equality:
with all. other manufacturers; and that by
taxing the profits-of two manufacturers, the
 prices of two descriptions of goods must rise,
I do.not:see how:it can be disputed, that by
* taxing’ the profits..of ‘all. manufacturers, the
prices of all goods-would rise, providéd the
miné which supplied us with money, were in
the: country' taxed. - But as money, or the
standard of money, is a-commodity imported
from abroad, the ‘prices of ‘all: goods could
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not rise; for such an effect could not take
placewithout an'additional quantity of money,
which could not be obtained in exchange
for dear goods, as was shewn in page 108.
If however, such a risé could take place, it
could not be permanent, for it would havea
powerful inflyence on foréign trade. - In re-

turn for commodities imported, those dear’

goods could not be exported, and therefore
we should for a time continue to buy, al-
though we ceased to sell ; and should export
money, or bullion, till the relative prices of
commodities were nearly the same as before,

- It appears to me absolutely certain, that a

well regulated tax on profits, would ultimate-
ly restore commodities both - of home and
foreign manufacture, to the same money price

- which they bore before the tax was imposed.

As taxes on raw produce, tithes, taxes on
wages, and on the necessaries of the labourer,
will, by raising wages, lower profits, they will
all, though not in an equal degree, be at-
tended with the same effects. |

The discoVery of machinery, which mate-

rially improves home manufactures, always
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tends to. raise the relative value of money,.
and therefore to encourage its importation..
All taxatxon, all increased impediments, either. | - | |

to the manufacturer, or the grower of com- | | CHAPTER XI1V.
modities, tend on the contrary to lower the o

relative value of money, and thelefo1e to.
- encourage ils exportation. . -

-«

TAXES ON WAGES.

“TaxEs on wages will raise wages, and there-
fore will diminish the rate of the ploﬁts of
stock. We have already seen that a tax on
necessaries will raise their prices, and will be
followed by a rise of wages. The only dif-
ference between a tax on necessarles, and a
tax on wages is, that the former will necés-
sarily be ‘accompamed by a risein the price of
necessaries, but the latter will not;- towards.
a tax on wages, 'conseq'uently; neither the
stock-holder, the landlord, nor any other class
but the employels of labour -will contribute.
A'tax on wages 1s Wholly a tax on. prohts a
tax on necessaries is partly a tax on profits
and partly a tax on rich consumers. The
ultimate effects which W111 result from such
taxes then are precisely the same as those
which result from a dlrect tax on profits, -

&

_______ e S S
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“ The wages of the inferior classes of work-
men,” says Adam Smith, “I have endeavoured
to shew in the first book, are every where
necessarily regulated by two different cir cum-
stances; the demand for labour, and the ordi-

nary or average price of provisions. The

demand for labour, according as it happens
to be either i mcreasmg, stationar y, or declin-
ing, or to require an increasing, stationary,
or declining population, regulates. the sub-
sistence of the labourer, and determines in
what degree it shall be either liberal, mode-
rate, or scanty. - The ordinary or aveiage
:puce of provisions -determines the ‘quantity
of money which must be paid to the work-
.man, in.order to enable him one year with
. another to purchase this liberal, moderate, or
.scanty subsistence.. While the demand for

labour, ‘and the price of provisions, ther efore -

ST emam the saime, a du ect tax u pon the Wages

‘of labour can ‘have no other effect: than . -

' .to raise them somewhat higher than the

2

tax.’

,, To the prOposmon, as 1t1s here advanced by
Dr. Smith, Mr. Buchanan offers two objec-
tions.  First, he denies that - the money

o M
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w'aQeS‘ of labour are regulated by the pi*ice‘ of

provisions; and secondly, he denies that:a
tax on the wages of labour would raise the

price of labour. = On the first point, Mr. Bu-

chanan’s aigument is as follows; page 59 :

s 'The wages of labour, it has already been
remarked, consist not in money, but in-what
money purchases, namely, - provisions and
other necessaries; and the allowance of -the
labourer out . of the common-stock, will al-
ways be in pr oportion to thesupply.. Where
provisions :are ckeap and abundant, his share

will be the. larger; and where they are scarce

and dear, it will be- the less. -His wages will

always give-him his just share, and they

cannot give him more. It is an opinion in-
deed, adopted by Dr. Smith and most other
ertels, that the money prlce of labour is

_ vegulated by the money price of provisions,

and that when provisions rise in price, wages: -

rise in:proportion. ‘But.it is clear that the

price -of 1labour has no necessary. connexion

with. the price of food, since’it depends en-

tirely on the supply of labourers compared

with the demand. Besides, it is to be obser-
ved, that the high price of ‘provisions_-ls-:a
certain indication of a deficient supply, -and

e
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arises in the natural course of things, for the
purpose of retarding the consumption. A

smaller “supply of food, shared among the

same number of consumers, will evidently

leave a smaller portion to each, and the.

labourer ‘must bear his share of the common
~want. To. distribute this' burden equally,
and to prevent the labourer from consuming

subsistence so freely as before, the price rises.

fBut"Wages it seems must rise along with it,
that he may still use the same quantity of a
scarcer commodity ; and thus nature is repre-
‘'sented "as counteracting her own purposes:
first, raising the price of food; to diminish

the: consumption, ‘and ‘afterwards, raising

~‘wages to give the labourer the same supply
‘as before.” e

In this argument of Mr. Buchanan, there
appears to me, to be a great mixture of truth
‘and’error.  Because a high price of provisions
is sometimes occasioned by a deficient supply,
Mr. Buchanan assumes it as a certain indi-
‘cation of a deficient supply. - He attributes
to -one cause exclusively, that which may
‘arise from many. It is- undoubtedly. true,
that in the case of a deficient supply, a smal-

~diminishing the power of the consumers to
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ler .quantity will be yshqr_e_d, among the same
number of consumers, and a smallé;:,portii'dhl "
will fall to each.” To distribute this privation
equally, and to prevent the labourer ,from
consuming subsistence so- freely -as before,
the price rises. It must therefore be con-
ceded ‘to Mr. Buchan’an,v that a'nyflv‘ise;in the
price ‘of provisions, occasioned by a-deﬁcienﬁ
supply, will not necessarily raise the 1i1_oh,ey
wages of labour; as the consumption: must
be retarded; which can only be effected by,
pu;:chase. - But, because the price of provi-
sions s raised by a deficient supply, we are
by no means warranted in concluding, as Mr,
Bu;uphanan appears to do, that there .m.ay not
bqan abundant supply, with a high pri,(;,e;
no,i_; a high price with regard to meﬁ#:j only,
but with regard to all other things.

.Thé:n‘atural price of commodities, which al-
Ways u_ltim'a.tely gdverr_;s their market p:rié_.é,'
depends on the facility of production; bujt‘thAe
quantity produced is not in proportion to that
fz;xci‘l_ity. Although the lands, Whiclll.are;f-n‘cm;
taken;into cultivation, are much infér'i(‘)irlt:jo
the Iandsjn'cultivation three céntllrj,é,é agé,

U
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éhd'th’el'efbl‘e‘ the difﬁculty' of ploductio'n’ is
increased;- who can entertain any doubt, but
that the quantlty ploduced now; very far
exceeds the quantlty then produced? Not
only is a high price compatible with an in-
creased- supply, but it rarely fails to accom-"
~ pany it. If, then, in consequernce of taxa-
tion, or of difficulty of production, the price of
provisions be raised, and the quantity be not
diminished, the money wages of labour will
rise; for as Mr. Buchanan has Justly observed,

“ The wages of labour consist not-in money,

but in what money purchabes, namely, pro-
visions and other necessaries ; and the allow-
ance of the labourer out of the common stock,

Wlll always be in pr oportion to the supply.”

With respect to the second point, whether
a tax on the wages of labour would raise
the price of labour, Mr. Buchanan says, «“ Af-
ter the labourer has 1ece1ved the fair recom-
pense of his labour, how can he have récourse
on his employer, for what he is afterwards
compelled to pay away in taxes? There is
no law or principle in human affairs to war-
rant such a conclusion. After the labourer
has received his wages, they are in his ‘own
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keeping, ‘and he ‘must, as far as he i is dble,
bear the burthen of whatevel exactlons he
may ever afterwards be exposed to:' for he
has clearly -no way - of - compelhng those to
re-imburse: h1m, ‘who have aheady paid ‘him
the fair price ‘of his work.” Mzr. Buchanan
has quoted - ‘with great applobatlon, the fol—
lowmg able passage from Mr: Malthus’s WOlk
‘on populatlon, which appears to me ‘com-
pletely to answer his objection. -« The prlce
of labour, when leftto find its natural level 18
a most important political barometer, expres-
smg the relation between the supply of ‘pro-
v1s1ons, -and the demand for them, between

the quantlty to be consumed, and the numt

ber of consumers ; and, taken on the average,
independently of accidental circumstances, it
further expresses, clear ly, the wants of the so-
mety respectmg population, that 18, Whatever
may' be the number of children to a marriage
necessary to maintain exactly the present
populatlon the price of labour will be just
suﬁiment to support this’ number, or be above
it, or below it, accmdmg to the state of
the real funds, for the mamtenance of labour,
whether stationary, progressive, or retro-
grade. Instead, however, of cons1deung it;
U 2
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~in -this light, we consider it as something

:which we may raise or depress at_pleasure,
~ something which depends principally on his
majesty’s justices of the peace. When an
advance in the price of provisions already
expresses that the demand is too great for
the supply, in order to put the labourer in
the same condition as before, we raise the

price of labour, that is, we increase the

demand, and are then much -surprise'd", “that
the price of provisions continues rising. - In
this, we act much in the same manner, as if,
when the quicksilver in the common weather
glass, stood at stormy, we were to raise it by
some forcible pressure to settled fair, and

then be greatly astonished that it continued

~ raining.”

~ “ The price of labour will expl'éSS, .cleaﬂy,
the wants of the society respecting popu-
lation ;” it will be just sufficient to -sup-
port the population, which at that time the
state of the funds for the rriaintenahCé,Of la-
bourers, requires. If the labourer’s wages
were before only adequate to supply the re-
quisite population, they will, after the tax,
be inadequate to that supply, for he will not
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have the same funds to’expend on his family.
Labour: will therefore rise, because the de-
‘mand continues, and it is-only by raising the
price, that the supply is not checked. . = -

| Nothing is more common, than to see hats
or malt rise when taxed; they rise because
the requisite supply would not be afforded if
thgy did notrise : so with labour, when vig-:
ges are taxed, its price rises, because, if it did
not, the requisite population would not. he
kept up. " Does not Mr.-Buchanan allow all
thatis contended for, when hesays, that ““ were
he (the labourer) indeed reduced to a bare
allowance of necessaries, he would then sufs
fer no further?abatementr of his Wages,'- as‘Hé
could not on such conditions ‘continue hijg
race P’ Suppose the circumstances of the

country fco be such, that the lowest labourers
are not' only- called ‘upon to continue thejy
race, but to increase it; their wages would have
been regulated ‘accordingly. Can they multj-
ply, if a tax takes from them 1 part of thejr
wages; and reduces them to bare necessaries ?.

3 It; is. undoubtedly true, that a taxed com:
modity will not rise in proportion to'the tayx’
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if the demand for. it will. diminish, and'if the
qﬁantity-cannot_ be reduced. . ' If metallic
money: were in general use; its value would
not for a considerable’ time - be increased by
a tax, in proportion to the amount of the
tax, because at a:higher. price, :the demand
would be diminished, and: the quantity would:
not be diminished; and; unquestionably : the

same;cause frequently influences theiwages of

labour, the number of: labourers: cannot -be
rapidly increased or: dlmmlshed In :propor<
tion. to: the  increase. or ,.dnmnutlon,of ‘the
fund, ‘which- is to ‘employ them ; but -in the
case supposed, there is:noinecessary . diminu-
tion of demand for labour, and:if diminished,

the .demand. does: not- abate -in proportion

to, the tax... Mr. Buchanan: forgets: that the
furid raised by the tax is employed by: Go-

vernment in maintaining, labourers, unpro-

ductive indeed, but still labourers.:.:-1f labour

were not to rise when wages: are taxed; . there
would be a great increase in the competition

for labour, because the owners of capitaly

who would have: nothing - to: pay. towards

such a tax, would have the same funds for
imploying labour; whilst. the Government

whoreceived the tax would have aniadditional
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fund for the same purpose. Government and
the people:thus become competitors, and the
consequence. of their competition is a rise in
the price of labour. : The same number of
men. only will.be employed but they will be
employed at additional wages.

If the tax had been lald at once on the
people their fund for the maintenance of
labour,would have been diminished in the very
same degree that the fund of Government, for
that purpose had: been increased ;, and there-
fore there would have been no rise Ini wages;
for though. there would be the same demand,

there would not be the same com petition. . If

when. the tax. were.levied, Government at
once exported the produce of it as a subsidy
to a foreign state, and:if therefore these.funds
were devoted -to. the maintenance of’ f01e1gn,
and not of Engllsh labourers, such as soldiers,
sailors, &c. &c.; then, indeed, there would

be a. dlmlmshed demand - 101 labour, -and

wages might not increase, although they were
taxed; but.the.same thing would happen if
the tax had;been laid. on. consumable commo-
dities, on' the. profits. of stock, or if in- any

]
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other manner the same sum had been 'raised
to supply this subsidy: less labour could ‘be
employed at home. In one case wages are
prevented from rising, in the other they must
absolutely fall. But suppose the amount of a
tax on wages were, after being raised on the
labourers, paid gratuitously to their employ-
ers, ‘it would inerease their nioney ‘;\fund for
the maintenance of labour, but it would not

increasé either commodities or:labour. It

wouild consequently increase’ the competition
amongst the employers-of labour, and the’ tax
would: be tlli;imately ‘attended with -no loss
either to’ master - or labourer. : The ‘master
would pay an increased price for labotir: the
addition which the labourer réceived would
be’pélid as a tax to Government, and would
be dgain returned to -the masters. It must
-however not be forgottern that the produce of
taxes is often wastefully expended, -and -that
by diminishing capital they tend to dirinish

the real fund destined for the mai'nftehanée of -

labour; -and therefore to diminish the real
‘demand forit. Taxes then,: gehér‘ally,:és' far
as they 'irripair the real capital' of the: country,
diminish the demand for labouir, and therefore
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it is a probable, but not a necessary, nor a

‘peculiar consequence of a tax on wages, that

though wages would rise, - they: would hot
tise by a sum precisely equal to'the tax. - -

Adam Smith, as we have seen, has fully
allowed -that the effect of ‘a tax on wages
would ‘be to: raise wages by a sum- at least
equal to the tax, and would be finally; if not
immediately, paid by the eniployer of labour:!
Thus far we fully agree; but we essentially
differ in our views of the subsequent operation
of such a tax. S e b

“ A direct tax- upon the wages 'of labour;
therefore,” says Adam Smith, ‘-"thoﬁg-h;- the
labourer might. perhaps pay it out of. his
hand, could not properly be said to be even

advanced by him; at least if-the:demand for

labour and the average -price of provisions
remained the same after the tax as before it.
In all such cases, not. only the.tax, but some-
thing more than the fax, would in reality be

advanced by the . person who immediately

employed him. The final payment would in

different cases: fall upon different’ persons.

The rise which such a tax might occasion: in

e
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the wages of manufacturing labour, would be
advanced by the master manufactmel, who
would be entitled and. o_blzged,z;o charge it with-a
profit, upon the price of his goods. - The rise
which such a tax might occasion in country
labour: would- be advanced by the. farmer,
‘who, in order to maintain the same number
of labourers. as before, would: be: obliged to
employ a -greater capital. - In order: to get
back . this greater - capital, together. with  the
ordinary profits of stock,-it-would be necessary
that,. he should retain a. larger portion, or
What comes to the same thing, the price of a
larger portion of the produce of the land, and
consequently that he should pay less rent to
the landlord. 'The final payment of this rise
of wages, .therefore,: would inthis case -fall
upon the landlord, together with the additional
profits. of the farmer who had advancedit. In
all cases a direct tax upon the wages of labour
must, in the long run, .occasion-both a
greater -reduction. in the rent of land, anda
greater. rise in- the price of manufactured
goeds,: than would have followed, from the
proper. assessment of a sum equal to-the: pro-
duce of the tax; partly upon the rent of land;
and:partly. upon consumable - commodities.””

299

Vol. iii- p. 337.. Inthis passage it'is asserted
that' the additional wages paid by ' farmers
will.ultimately fall on the landlords;:who will
receive:a diminished rent; but.thatithe addis
tional wages: paid by manufacturers will: -oc-
casion;a rise in':the price of: manufactured
goods, and ‘will therefore fa,ll on the’ con-
SUINErs: of those commodltles SR
'?a;NOWL suppose a society rto:‘-'c"onsiist» of land-
lords, manufacturers, farmers, and labourers:
The labourers,. it is-agreed, ‘would ibe :re=
compensed for the tax ;—but by whom?P—who
would pay that portion which did not fall on

the landlords?—the manufacturers: could. pay

no part.of it forif the price of’their:commo-
dities :should: rise :in: proportion to the addiz

tional ‘wages: they: paid, they would be in:a

better situation: after thanbefore the tax. . If
the clothier, the hatter, the shoemaker, &e.,i
should be :each .able . to: raise::the: price of

their; goods 10 per cent. s~—supposing: 10-per .

cent. to recompense them complete]y for the:
additional ‘wages: they paid,—if;:'as. Adam
Smith says, “they would be -entitled ‘and
obhged to charge the additional wages with o
profit ‘upon the price of their goods,” they
could each consume ‘as much as: before. of

]
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each other’s goods, and therefore they-would
pay nothing towards the tax. - If the clothier
paid more for his hats and shoes, he would
receive more ifor-his cloth, and if the hatter
paid more for his cloth and’ shoes, he would
receive more for his hats. - All manufactured
commodities then would be bought by them
with as much advantage as before, and inas-
much as corn would not be raised in price
whilst they had an additional sum to lay.out

upon its purchase,: they would be beneﬁted ,

and not 1nJu1ed by such a tax.

| If then neither the labourers nor the manu-
facturers would contribute towards such &
tax; if the farmers would be also recompensed
by a fall of rent, landlords alone must not
only bear its whole weight, but they must
also contribute to the increased gains of the

manufacturers. 'To do this, however, they,
should consume all the manufactured commo--
dities in the country, for the additional price
charged on the whole mass is little more than

the tax originally imposed on the laboul'el‘s:in,
manufactures. :

~ Now it will not be disputed that the clo-
thier, the hatter, and all other manufacturers;
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are consumers. of each other’s ‘goods; it will

not be disputed that-labourers of- all descrip-

tions consume soap, cloth shoes, candles, and
various other commodities: it 1s therefore
impossible that the whole weight of these
taxes should fall on landlords only e

Butif the labourers pay no- pait of the tax,e

and yet manufactured commodities rise in
price, wages must rise, not only to compensate
them for the tax, but for the increased price of
manufactured necessaries, ‘which, as far as 1t
affects agrlcultulal labour, will be a I/l,e,w
cause for the fall of rent; and, as far as. it
affects manufactunng labour, for a further rlse

in the price of goods. This rise in the. price .

of goods will again operate on wages, and the
action.and re-action, first of wages on goods,
and then of goods on wages, will be extended
without any assignable limits. The arguments
by which this theory is supported, lead to such
absurd conclusions that it -may at once be

seen that the prmmple is Wholly 1ndefens1ble, |

All the effects which are produced on the
\proﬁts‘,_of stock and «,tbe wages of labour,
by a rise of rent and a rise of necessaries,
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in: the natural -progress of society, and in-
creasing difﬁcultyvof prod’uctidn‘,' -will be pro-
duced by .a rise of .wages in consequence ‘of
taxation; and therefore the enjoyments:of the
labourer, as well as those- of his employers,
will be curtailed-by the tax; and not by this
tax pa1t1cularly, but by any othel Wthh
should raise an equal amount ‘

o7

‘.’i;’v

The error of Adam Smlth proceeds 1n the
ﬁrst place from supposing, thatiall: taxes : paid
by:thée farmer- must necessarily. fall'‘on the
landlord;”in the shape: of a deduction from
rent. -~ On this' subject I have explained
myself most fully, and T:trust that it has been
’shewn, to the satisfaction of the reader, that
since much: capital -is employed on the land
which paysino rent, ‘and since it is the result
obtdined by this capital which regulates ‘the
price of raw produce, no deduction can:be
made from rent; and consequently either no
remuneration will be made to the farmer for a
tax on wages, or if made, it mustbe made by
an addition to the price of raw produce.

- If taxes press unequally on the fhrmer, he
will be enabled to raise the price of - raw pro-
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duce, ‘to place himself*on a level with those
who carry on other: trades;-but:a tax on

wages, which would:not affect him morethan

it 'would affect any other trade, :could not:be

removed or compensated: by a high' price of
raw -produce; for, the same reason which
should induce him to raise the:price:of: corn,
namely, to -remunerate ‘himself for the tax,
would induce the: clothier to raise the price.of
cloth, the shoemaker, hatter, and upholsterer,
to raise the pnce of shoes, hats, and fm-
mture ’ ' ; A

«%If | they could - all raise the price’ of :their
goods; so as to remunerate themselves, with:a
profit, for the tax; as they are all consumers
of each other’s commodities, it is obviousthat
the tax could never be paid; for who would
be the contributors:if all were compensated?

I hope then that I have succeeded"m
shewmg, that any ‘tax whichshall have: the
effect of raising Wages, will ‘be- paid by a
diminution of profits, and therefore that a
tax on wages 1s'in fact a tax on profits.- -

"This principle of the division of the pro-

]
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