304

duce of labour and | capital between Wages

- and proﬁts, ‘which T have attempted to esta-

blish, appears to me so certain, that except-
:ingin the immediate effects, I should think
‘1t of little importance. Whethe1 ‘the pr ofits of

stock, or the wages of labour, were taxed.

By ‘taxing ‘the profits of stock, you would
Ppr obably alter the rate at which the funds. for
‘the maintenance of labourincrease, and wages
would be disproportioned to the state of that
fund, by being too high. By taxing wages,
the reward paid to the labourer would. also

‘be dlsprOportloned to the state of that fund,

by being too low. . In'the one.case by a fall,

and:in.the other by a rise in money wages,
‘the natural equilibrium between profits and
wages.would be restored. A tax on wages then
does not fall on the landlord, but it falls on
~ the rp__loﬁ‘t‘s of stock : it does not “entitle and
oblige the master manufacturer to charge it
~with a profit on the prices of his goods,” for
he. will be unable to increase their price, and
therefore he must himself wholly and W1thout
compensatmn p‘ly such a tax.*

* M. Say appears to have imbibed the general opinion on
this subject. Speaking of corn, he says, ‘ thence it results,

i
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If the effect of taxes on wages be such as I

have described, they- do not merit the cen-
sure cast upon them by Dr. Smith. He ob~:
~serves of such 'taXes, ¢ These,-and some other-
taxes of the- same kind, by raising the- -price .

of labour, are said to have ruined the greater
part of ‘the manufactures of Holland. ' Simi-
lar taxes, though not quite so heavy, take
place in the Milanese, in the states of Genoa,
in the duchy of Modena, in the duchies:of
Parma,‘Placentla, and Guastalla, and in.the
ecclesiastical states. ' A French author of some
note, has proposed to reform'the finances of
his country, by substituting in the room of
other. taxes, this -most rumous of all taxes.

““There is nothing so absurd,’ says Cicero, -

¢ which has not sometimes been asserted by
some philosophers.”” And in another place

‘he says: “taxes upon necessaries, by lalsmg

the Wages of labour, necessarily tend to ralse

that its price influences’ the prme of all’ other commodities.
A farmer, a manufacturer, or a merchant, employs a -certain
number of, ‘workmen, ‘who -all -have occasion to consume a
certain -quantity. .of corn. If the price of corn rises, he is
obliged to raise, in an equal propomon, the price of his produc-
tions.” Vol.i. p.255.

X
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the price of all manufactures, and conse-
~ quently to diminish the extent of their sale.and
- consumption.” They would not merit this cen-
sure ;. even if Dr. Smith’s principle were cor-
rect that such taxes would enhance the prices
of manufactured commodities ; for such an ef-
fect could be only temporary, and would sub-
ject  us to no. disadvantage. in our foreign
trade. ~ If any cause should raise the price
of a few manufactured ‘commodities, it would
prevent. or check their- exportation; but if
the same cause operated generally on all, the.
effect would be merely nominal, and would
neither interfere with their relative value, nor
in any degree diminish the stimulus to a trade.
of barter; which all commerce, both foreign
and. domestic, . really is.

I.;hxa've.ah- ead’y a'tt'eff.lptedvto shew, that when

any cause raises the prices of all commodities
in general, the effects are nearly similar to a
fall in the value of money. If money falls
in, value, . all COlandltleS rise in price; and
if the:effect is confined to one country, it will
affect its f01e1gn commerce in the same way
as a high price of commodltles caused by

general taxation ; and therefore in examining:
the effects of a low value of money confined.
“to one country, we are also examining the '
‘effects:of..a -high prlce ‘of ' commodities ‘con-

fined to one country. Indeed: Adam:. Smlth
was fully aware of the lesemblance between
these two cases, and consistently maintained

that the low value of money, or, as he calls
it, of silver in Spain, in consequence of -the
prohibition: against its exportation, was very
highly prejudicial to the manufactures’ and-
foreign commerce of. Spain. : «“But that de-’

gradation in the value of -silver, Which%beihg

the effect_either of the peculiar situation,- or

of .the ‘political institutions: of a ‘particular
country, takes place only in that country, 1s

a-matfer of very great consequence, which,"

far: from ‘tending to make any body:really

richer, tends to- make every body: really
poorer. .- The rise in the money price .of “all

commodities, which is in:this- case peculiar
to: that country, tends to discourage more or
less every soit of industry which is carried on
within it,- ‘and to enable foreign .nations,;by
furnishing almost- all. sorts ‘of -goodsi: for- a
smaller quantity of silver than its own work-
men can afford to do, to undersell them not
' X 2
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only. in the forelgn, but even in the homet

market Vol ii. page 278.

~ One, and I thlnk the only one of the dlS-
advantages of a low value of silver in a coun-
try, proceeding from a forced abundance, has
been ably explained by Dr. Smith. Ifthetrade
in gold and silver were free, “ the gold and
silver which would go abroad, would not go
abroad for nothing, but would bring back an
equal value of goods of some kind or another.:

Those goods too would not be all matters of

mere luxury and expense, to be ¢consumed by
idle people, . who produce nothing in return for
their consumption. As the real wealth and
revenue of idle people would not be aug-

mented by this extraordinary exportation of

gold and silver, so would neither their con-
sumption be augmented by it. 'Those goods
would, probably the greater part of them,
and certainly some part of them, consist in
materials, tools, and provisions, for the em-
ployment and maintenance of industrious
people, who would reproduce with a profit,
the full value of their consumption. A part
of the dead stock. of the society would.thus
be turned into active stock, and would put
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into motion a greater ‘quantity of -industry
than had been employed before.” '

- By not allowing a free trade in the precious
metals when the prices of commodities ‘are
raised, either by taxation, or by the influx of
the precious metals, you prevent a part of the
dead stock of the society from being turned
into active stock—you prevent a greater quan-
tity of industry from being employed. But
this is the whole amount of the evil ; an evil
never felt by those countries where the ex-
portation of silver is either allowed or con-
nived at. -

. The exchanges between countries are at par
only, whilst they have precisely that quan-
tity of currency which in the actual situation
of things they should have to carry on the cir-
culation of their commodities. * Ifthe trade in
the precious metals were perfe'ctly free, and
money could be exported without any expense
whatever, the exchan ges could be nootherwise
in every country than at par. If thetrade in
the precious metals were perfectly free, if they
were generally used in circulation, even with
the expensés of transporting them, the ex-
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~change could never in any of them deviate
more from par, than'by these ex pens'es;f-‘T hese -

principles I believe are now no where dis-
puted. If a country used paper money not
exchangeable for specie, and therefore not

i?eg'ulétedv.by,any fixed standard, the ex-

changes in -that country might deviate as
much from.par, as its money might be mul-

tiplied - beyond that quantity which. would:
have been-allotted to it by general commerce, -

if :the trade in money.had been:free, and the

precious . metals ‘had . been used,: either for

money, or for the standard of money,:.. -

If by the general operations of commerce,
10 millions of pounds sterling, of a known
weight - and - fineness :of -bullion, should be
the. portion “of -England, and:10 millions
of paper pounds: were substituted, no- effect
would. be produced ‘on the exchange but
if - by -the abuse of the power: of :issuing
paper money, 11 .millions of pounds:should
be employed in the circulation, the exchange
would be O per cent. against England-; if-12
millions were employed, the exchange would

be 16 per cent.; and if:20 millions, the ex-

change would be 50 per.cent. against Eng-
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land. To ploduce this eﬁ'ect it is not how-
ever necessary that papel money should bev
employed : any cause which refains in'circu-
lation a greater quantity of pounds than would
have circulated, if commerce had been free,
and the précious metals of a known weight
and fineness had been used, either for money,
or for the standard of money, would exactly
produce the same effects. Suppose that by
clipping the money, each pound did not con-
tain the quantity of gold or silver which by
law ‘it should contain, a greater number of

such pounds might be employed in the cir cu- |
lation, than if they were not clipped. It

from each pound one tenth were taken away,
11 millions of such pounds might be used

instead of 10; if two tenths were taken : away;

12 millions might be employed; and if one
half were taken away, 20 millions might not
be found superfluous. If the latter sum were
used instead of 10 millions, every commodity
in England would be raised to double its
former price,. and the exchange would be 50
per. cent. against England, but this would
occasion no disturbance in foreign commerce,
nor ‘discourage the manufacture of any one
commodity. If for example, cloth rose in

]
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England from 207 to 40L per piece, we should
just as freely export it after as before the rise,
for a- compensation of 50 per cent. would be

made to the foreign purchaser in- the ex-

change; so that with 20 of his money, he
could pur chase a bill which would enable him
to pay a debt of 40L in England. In the
same manner if he exported a commo’dity
which cost 20/. at home, and which sold in
England for 407 he would only receive 20L,

for 40/, in England Would only pulchase a
bill for 207. on a foreign’ countr v. The same
effects would follow from whatever cause 20
millions could be forced to perform thé;busii

- " ness of circulation in Fngland, if 10 millions
If so absurd a law,

only were necessary.
as the prohibition of the exportation of the
pr_eéi.ous metals, could be enforced, and the
consequence of such prohibition were to force
11 millions instead of 10 into circulation, the
exchange would be 9 per cent. against Eng-
land ; if 12 millions, 16 per cent.; and if 20
millions, 50 per cent. against England But
no discouragement would be given to ‘the
manufactures of England, if home commo-
dities sold at a high'price in England, so would
foreign commodities; and whether they were
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high or'low would be of little importance to
the foreign exporter-and importer, whilst he
would, on the one hand, be obliged toallow a
compensation in the exchange when his com-
modities isold at a dear rate, and would re-
¢eive the same compensation, when he was
obliged to purchase English commodities at
a ‘high’ price. - The sole 'disadvantage then
which could happen to'a country from retain-
ing by prohibitory laws a greater quantity of

- gold and silver in- circulation than would

otherwise remain there, would be the loss
which it would sustain from employing a
portionzof its capital unproductively, instead
of ‘'employing it productively. = In the form
of money this capital is productive of no pro-

fit ;:in the form of materials, machinery, and -

food, for which it might be exchanged, it

would be productive of revenue, and Would_'
add to the wealth and the resources of -the:

state. - Thus then I hope I have satisfactorily
proved, that a comparatively low price of the
precious' metals, in ’C'oﬁse'quen’ce of taxation;
or'in .other ‘words, a'generally high price of
commodities, would be of no dlsadvantage to
a state, ‘as a’'part of -the metals would be ex-
ported, which, by raising their value, would
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again lower the prices of commodities. And

further, that if they were not exported, if by

proh1b1tory laws they could be retained in a
country, the effect on the exchange would

counterbalance the effect of high prices.  If

then taxes on necessaries and on wages would
not raise the prices of all commodities. on
which labour was expended, they cannot be
condemned on such glounds and moreover,
evenif the opinion that they would have such
an effect were well founded, they would be
In no degree injurious on that account.

Ttis undoubtedly true, that « taxes upon.
luxurles have no tendency to raise the price
of any other commodities, except that. of the

commoditiés taxed;” but 1t is not true, that
taxes upon necessaries, by ralsmg the wages

of labour, necessauly tend to raise the price
of all manufactures.” TItis true, that « taxes
upon luxuries are finally paid by the consu-
mers of the commodities taxed, without any
retribution. They fall indifferently upon
every SPGCIBS of revenue, the wages of labour,

- the proﬁts of stock, and the rent of land;”

but it is not true, « that taxes upon neces-
saries so far as they affect the Zabom mg poor,

é
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are finally paid partly by landlords in the
diminished rent of their lands, and pa1tly by

rich consumers, _Whether landlords or others,

in the advanced price of manufactured goods;”

for so far as these taves affect the labouring poor,
'they will be almost. wholly paid by the dimi-

nished profits of stock, a small part only
being paid by the labourers themselves in the
diminished demand for labour, which taxa-

tion of evely kind has atendency to pl oduce :

It is from D1 Smith's erroneous view of the

:effect of those taxes, that he has been led to the -

conclusion, that « the middling and superior
ranks of peOple, if they understood their own
interest, ought always to oppose all taxes upon
the necessaries of life, as well as all direct taxes
upon the wages of labour.
follows from his reasoning, * that" the final
payment of both one and the other falls alto-
gether upon themselves, and always with a
considerable overcharge.

ble capacity; in that of landlords, by the
reductlon of their rent, and in that of r1ch
_consumers, by the increase of their expense.
The observation of Sir Matthew Decke1 that

. This conclusion

They fall heaviest

upon the landlords, who- always pay ina.dou-




taxes upon the necessaries of life.

316

certain taxes are in the price of certain goods,
sometimes repeated and accumulated four or
five times, is perfectly just with regard to
In the
price of leather, for example, you must pay,

not only for the tax upon the leather of your
own shoes, but for a part of that upon those
‘of the shoemaker and the tanner.
pay too for the tax upon the salt, upon the

You must

soap, and upon the candles, which those
workmen consume while employed in your

service, and for the tax upon the leather,
-which the salt-lnaker, the soap-maker, and

. ‘the candle-maker consume, Whlle employed
1n their service.’ :

NOW as Dr. Smith does not contend that the

~ tanner; the salt-maker, the soap-maker, and
the candle-maker, will either of them be be-
- nefited by the tax on leather, salt,
‘candles; and as it is certain, that government
‘will receive no more than the tax imposed, it

soap, and

1is"impossible to conceive, that more can be

ﬁpald by the public upon Whomsoever the tax
‘may -fall.”
deed will, pay for the poor consumer, but
they. will pay no more than the whole amount

The rich consumers may, and in-
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of the tax ; and it is not in the nature of things,
that « the tax should be repeated and accu-

'A mulated four or hve tlmes

'5A' system jof' taxation- may.- be defective:;

~more may be raised from the people, than
what finds its way intothe coffers of the state,

as a part, in consequence of its effect on pri-
ces, may possibly be received by those, who
are ‘benefited by the peculiar mode in which
taxes are laid. Such taxes are .pernicious,
and should not be encouraged; for it may be

laid down as a principle, that when taxes

operate Justly, they conform to- the first. of
Dr. Smith’s maxims, and raise from -the

people as little as possible beyond what en-
ters into the public treasury of the state. = M.

Say says, “ others offer plans of finance, and

- propose means for-filling the coffers of the

sovereign, without any charge to his’ subjects.-
But unless a plan of finance is of thé nature of
a commercial undertaking, it cannot give
government more than it takes away, either
from individuals; or from governmerit itself;:
under ‘'some other-form. - ‘Something: cannot’
be made- out of nothing, by the stroke of &
wand.”

In whatever way an operatlon ma,yf,
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be disguised, whatever forms we may con-

strain a value to take, whatever metamor-
phosis we may make it undergo, wecamn;

only have a value by creating it, or by ta
king it from others. The very best of :all

plans of finance is to spend little, and the
-best of all taxes 1s,- that which is the least

in amount.”

,Dr..Smith.uniformly, and I think justly,:
contends, that the labouring classes  cannot.

materially contribute to the burdens of the
state. .

“ that certain taxes.are in the price of cer-

tain goods sometlmes repeated, and accumu--
lated four or five times,” for the: ‘purpose only
of accomphshmg this end, namely, the transfe- -
rence of the tax from the poor to the rich, they "

cannot be liable to censure on that account. "

. Supppse the just share of the taxes of a rich .
c_ohsu;mef to be 100/, and that he would pay it
directly, if the tax were laid onincome, on wine,
or on any other luxury, he would suffer no:in-
jury if by the taxation of necessaries, he should

A tax .on necessaries, or. on wages,
will thel efore be shifted from the poor.to the.
rich : if - then, the meanlng of - Dr Smith is,

|
i

-

,,'.,. . l‘.._‘_.,.,_.,.,......,...
1

“called upon to fxdvance
the reasoning is 1nco:ncluslve forif there be no:
‘more paid than what is 1equn‘ed by Governf

-319

be only called upon for the payment of 25/., as
far as his own consumption of necessaries, and
that of his family was concerned, but should
be required to-repeat this tax three tlmes, by
paying an additional price for other commo-
dities to remunerate the labourers, or the;r
employers; for the tax which they have been
~Even in that case

ment; of what importance can.it be to the

rich’ consumer, whether he pay the tax di-

rectly, by paying an-increased price for an
object of luxury, orindirectly, by paying an

increased price for the necessaries and other

commodities he consumes? If more be not
paid by the people; than what is received by
Government, the rich consumer will only pay
his equitable share; if more is paid,  Adam
Smith should have stated by Whom it is re-
ceived.

M. Say ‘does not appear to Vme;.td have

consistently adhered to the obvious principle,
which I have quoted from his dble work; for
in the next page, speaking of taxatlon, he

says, “ When it is pushed too far, it. produces-_ |

]
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this lamentable effect, it deprives the con-
tributor of a portion of his riches, without
entiching the state. ' This is what we may
comprehend, if we consider that every man’s
power of consuming, whether ploductlvely
or not, -is limited by his income. He cannot
then be deprived -of ‘a part of his income;
‘without being obhged propoxtlonally to- re-
~ duce his consumption.  Hence arises a dimi-
nutlon of demand for those goods, which ‘he
" no- longer consumes, and - -particularly for
those -on which the tax’is-imposed. Trom
this diminution of demand, there results a
dlmlnutlon of ploductlon, and consequently
~ of ‘taxable commodltles The -contributor

then will lose a portion-of his enj oyments the
producer, a portion of his-profits; and the
tr easury, a portion of i its 1ece1pts.

M. Say instances the tax on salt in France,
previous to the revolution; which, he says, di-
minished the production of salt by one half. If,
however, less salt was consumed less cap1-
tal was employed in ploducmg it ; and there-
fore, though ‘the producer would obtain less

profits on-the production of salt, he would

obtain more on the production of other things,

R

ry
——
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If a. tax, however burdensome- it may be,
falls on revenue, and not.on. eapltal, it ‘does
not diminish’ demand, it only alters the na-
ture of it. It enables. Government. to con-
sume as much of the produce of the land and
labour of the country, as was before consumed
by the individuals who contribute to the tax.

If. my income is 1000Z. per annum, and I am

| Cdlled upon- for 100/ per annum for a tax,“.
1 shall only be able to demand nine. tenths

of the quantity of goods, which I before con-
sumed, but I enable Government to demand
the other tenth. . If the commodity taxed be
corn, 1t is not necessary that my demand for

- ‘corn should diminish, as I may prefer to pay

100/ -per annum more for my corn, and
to the same amount abate in my demand for
wine, furniture, or any other luxury.*  Less

~capital will consequently be employed in the

M Say says, that ¢ the tax, added to the prlce of a
commodlty, raises its price. Every increase in the price of a
commodity, necessarily reduces the number of those who are
able to purchase it, or at least the quantity they will consume
of it.” . This is by no means a necessary consequence I do
not believe, that if bread were taxed, the consumption of bread

would be dlmmlshed more than if- cloth, wme, or soap, were
taxed. ,

Y
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wine er upholstery trade; but more will be
employed in manufacturing those. commodi-
ties,"on which the taxes leV1ed by Govern-

ment Wﬂl be expended

M Say says. that M Turgot by reducmg |

the: market dues on fish (les droits o entrée
et de halle sur la marée) in Paris one half,
did not diminish the amount of their produce,
and that .consequently, the consumption of
fish must have doubled. He infers from this,
that the profits of the. fisherman and those
engaged in' the trade, must also have dou-
bled, and. that the income of the country
must have increased, by the whole amount of
these increased profits; and by giving a sti-
mulus to accumulation, must have 111c1eased
the resources of the state.®

% The following remark of the same author appears to me
equally erroneous: ¢ When a high duty is laid ‘on. cotton,
the production of all those goods, of which cotton is the basis,
is-diminished.: * If the total value added. to cotton in its various

‘ manufactures, in a partieular;country, amounted to 100 mil-
lions, of francé perb annum, and the effect of the tax was, to
diminish the: consumptlon one half, then the tax would deprive
that country every year of 50 millions of francs, in addition to
the sum received by government,” Vol ii. p. 314,

- dities’ of the state.

393"

‘Without' calhng in’ questlon ‘the " policy;-

Whlch dictated - ‘this altelatlon of ‘the ‘tax; "I’

may be permitted to’ doubt whethier it-gave
any'‘great 'stimilus to accumulation.  If the
plOﬁtS of the fisherman and others’ engaged:
in the trade, were doubled in ‘consequence’ of
1n01e fish beinig consurned, ‘capital and laboura
must have been Wlthdlawn from other occu--
patlons to engage them " in ‘this "~ partlcular’
trade. " But' in those - occupatmns capital
and labour were pr odictive of profits, which
must-have been given up when they ‘were-
withdrawn. - The’ ability of the country ‘ to
accumulate was only increased by the diffe-
rence between the profits obtained ‘in the
businéss "in' which the ‘capital was newly-
engaged, ‘and those ‘obtained in that from
Wthh 1t was W1thd1awn. | |

K Whethe'r' taxes be ‘taken‘ from revenue or
capital, they diminish the taxable commo-.
If I cease to expend 1007
on wine, because by paying a tax of that
amount ‘I have enabled Government to ex-
pend 1007 instead of expendmg it myself
one hundred- pounds' worth of "goods are
necessarily Wlthdrawn from the list of taxable
Y2
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commod1t1es If the revenue of the indivi-
duals of a country be 10 millions, they will

have at least 10 millions worth of taxable

commodities. If by taxing some, one million
be transferred to the disposal of Government,
‘thelr revenue will still be nominally 10
millions, but they will remain with only nine
millions werth. of taxable commodities. There
are no circumstances under which taxatlon
does not abrldge the enjoyments of those on
Whom the taxes ultimately fall, and no means
by Wthh those enjoyments can again be ex-
tended but the accumulation of new revenue.

: ATaxation can ne,ver,"be SO eq_uaﬂy applied,

as to operate in the same proportion on the
value of all commodities, and still to preserve
them at the same relative value. It freq,uen?cly
operates -very differently from the intention
of the legislature, by its indirect effects. We
have already seen, that the effect of a dn'ect
tax on corn and raw produce, is, if money be
also produced in the country, to raise the
price of all commodities, in proportion as
raw produce enters into their composition,
and thereby to destroy the natural relation

“which previously existed between them.

4
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Another indirect effect is, that it raises wages,

and lowers the rate of profits; and we have

- also seen, " in another part of this work, that

the effect of ‘a rise of wages, and a fall of
profits, is to lower the money prices of those
commodities which are produced in a greater
degree by the employment of ﬁxed capltal

That a commodity when taxed can no

longer be so proﬁtably expmted, 1s so well
understood, that a drawback s ﬁ’equently_
allowed on its exportatlon, and a duty laid on
its importation. - If these drawbacks and
duties be accurately laid, not only on the
commodities themselves, but on all which
they may indirectly affect, then indeed there

will be no disturbance in the value of the
precious metals. Since we could as readily
export a commodlty after bemg taxed as
before, and since no pecuhal facﬂlty would
be given to importation, the precious metals
would not, more than before, enter into the
hst of exportable commodltles

Of all commodities, none are perhaps so

proper for taxation, as those which either by
the aid of nature or art, are produced with
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peculiar.. facility., : With. respect: to foreign
countries,; such. commochtles .may be classed
under the. head , of . ‘those..which .are not
1egulated in, thelr price by the xquanuty of
labour: bestowed but, rather. by the: caprice,
the ;tastes,i apd_ the ‘power . of the purchasers.

If England bad. more- productive tin mines
than other countries, or if from superior
maehmery or fuel she had peculiar. facilities
in manufactunng cotton goods, .the prices of
tin, and of cotton goods Would still in England
. be regulated by the comparative, quantity of
labour and capltal 1equlred to produce them,
and’ the competltlon of our;mer chants Would

.......

44444444

» consume1 Ou1 advantage in the p10duct10n
of: these, oornmod1t1es might be so, .decided,
that plobably they could bear. a, Vely great
Very matenally dlmlmshmg thelr consump-
tion.. . This price they, never could  attain,
whilst competition was free at home, by any
other means but by a tax on theirexportation.
This tax would fall Wholly on foreign con-
;(’J*r‘otr'ernment of England Would be deﬁ ayed
by a itax on the land and. labom of :other
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countries. The tax on tea, which at present is
paid by'the people of England, and goes to aid
the expenses of the Government of England,
might, if laid in China, on the exportation of
the tea,' be diverted to:the payment of the
expenses of the Government ‘of China. -

~ Taxes on luxuries ‘have some advantage

over: taxes.on necessaries. They are gene-

rally paid from income, and therefore do not
diminish the productive capital of the country.
If wine were much raised in.price in conse-
quence of taxation, itis. plobable that.a.man
would rather forego the enjoyments of wine,
than make:any important:encroachments on
his capital, to ‘be- enabled ‘to purchase it.
They are so identified with - price, that the
contributor is-hardly aware that he is paying
a tax. - But theyhave also their disadvantages,
First,’ they neverreach capital, and on some

~ extraordinary occasions it may be expedient

that even :capital 'should-contribute towards
the public exigencies; and secondly, there is
no certainty as to the amount of the. tax, for
it may not reach even:income. A man intent

on saving will éxempt himself from a tax on

wine, by giving up the use of'it.. The income
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of the country may be undiminished, and.
yet the state may be unable to raise a shilling,
by the tax. - Lo -

thatever habit. ‘has rendered delightful;,
will be relinquished with reluctance, and will.

continue to be consumed notwithstanding a
" very heavy tax; but this reluctance has its
limits, and experience every day demonstrates

that -an increase in ‘the nominal amount of

taxation, often diminishes the produce. One
man will continué to drink the same quantity
of -wine, though the ‘price of every bottle
should be raised three shillings, who would
yet relinquish the use of wine rather than pay:
fourr. .- Another will be content to pay four,
yet refuse to pay five shillings. The same
may be said of other taxes on luxuries: many
would pay a tax of 5. for the enjoyment
which a horse affords, who would not-pay
107 or 20/ " It is not because they cannot
pay more, that they give up the use of wine
and of horses, but bécause they will not pay

more. Every man has some standard in. his "

own mind by which he estimates- the value
of his enjoyments, but that standard is as
various as the human character.”. A -country
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whose financial situation has become ex-
tremely artificial, by the mischievous policy

- of accumulating a large national debt, and a

consequently enormous taxation, is particu-
larly exposed to the inconvenience attendant
on this mode of raising taxes. After visiting
with a tax the whole round of luxuries; after
laying horses, carriages, wine, servants, and
all the other enjoyments of the rich, under
contribution ; a minister is disposed to con-
clude that the country is arrived at the
maximum of taxation, because by increasing
the rate, he cannot increase the amount of any
one of ‘these taxes. But in this eonclusion
he will not be always correct, for it is very -
possible that such a country eould: bear a -
very great addition to its burdens without
infringing on the integrity of its capital.,”




PR

TA‘{ES ON OTHFR COMMODITIES THAN RAW
PRODUCE

........

Ox.-the samie -principle: that :a tax on 'corn
would. raise:the ‘pricerof .corn; a tax on any
«other -commodity would raise the price of
that commodity." +If the.commodity did not
rise'by a'sum equal to the tax, -it would ‘not
give the same profit to'the producer which he
had before, -and he would remove his capital
to some other employment. |

The taxing of all commodities, whether
they be necessaries or luxuries, will, while
money remains at an unaltered value, raise
their prices by a sum at least equal to the
tax.®* A tax on the manufactured necessaries

* It is observed by M. Say, *that a manufacturer is not
enabled to make the consumer pay the whole tax levied on his

consumptlon.
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of. the labourer would have the same. effect
on wages as a tax on corn, Whlch differs from
other necessaries only by being the first and
most important on the list; and:it would: pro-
duce. precisely the:same effects on the profits
of stock and foreign trade. But a 'tax on
luxuries would have no other effect thanto
raise their price. . It would fall wholly on the

commodlty, because its 1ncreased puce w1ll dlmlmsh its
Should this be the case, should the consump-
tion be diminished, will not the: supply ‘also’ speedlly be
diminished? - why should the manufacturer continue: in: the
trade. if* his profits, are .below-the general level? - M.-Say
appears here also. to have forgotten the doctrine whlch ‘he
elsewhexe supports,'  that the cost of pnoductlon determmes
the price, below which commddities cannot fall for any length
of time, because production would then be either suspended
or,dinlinished.”-—-Vo]. ii._’p. 26. e

o« The tax in thls case falls then paltly on the consumer
who 1s obhged to give more fm the commodxty taxed, and
partly on the producel, “ho, after deducting’ the tax, will
receive:less. . The public: treasury will be benefited by what the
purchaser pays in addition,” and also by the sacrifice which the
producer is obliged to make of a part of his profits. 1t is the
effort of gunpowder, which acts at the same time on the bullet
which- it *projects, - and- on the gun ‘which it causes to recml ?
Vol. ii, p..333. - :

N
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consumer, and could nelther mcrease Wages.
nor lower proﬁts | |

A:'AT_aXes which are levied on a country for
the purpose of supporting war, or for the
ordinary expenses of the state, arid which
are chiefly devoted to the support of unpro-
ductive labourérs, are -taken from ‘the pro-
ductive industry of the country; and every
savmg which can be made from such ex-
penses will be genelally added to the in-
come, if not to the cap1tal of the contributors.
When for the ‘expenses of a -year’s war,
twenty millions are raised by means of a loan,
1t is'the twenty millions which are withdrawn
from the productive capital of the nation.
Th_e m11110n per annum which is raised by
taxes to pay the interest of this loan, is merely
transferred from those Who pay it to those
who, receive it, from the contributor to the
tax to the national cledltor The real ex-
pense is the twenty mllhons, and not the
interest which must be paid for it.* “Whether

"%« Melon says, that the debts of a nation aré debts due
froi the right hand to the left, by which the body is not
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‘the interest be or be.not pald the country

will neither be richer nor poorer. Govern-

- ment might at once.have required the twenty

millions in the. shape of taxes; in which case
it would not have been necessary. to raise

~annual taxes to the .amount of a million.

This however would not have changed the

‘nature of the transaction... An 1nd1v1dual
 instead of being called upon to pay 1007, per

annum, . might - have been obliged to. pay
QOOOZ once for' all It mlght also have su1ted

weakened. It is true that the gehel al wealth is not dxmmlshed
by the payment of the interest on arrears of the debt: The
dividends are a value which _passes from the hand of the con-
tributor to the national creditor: Whether it be the national
creditor or the contributor who accumulates or consumes it, is
I agree of little importance to the society; but the principal of
the debt—what has become of that? It exists no more. The
consumption which has followed the loan has annihilated a
capltal which will never yield any furthex revenue. 'The
society is depnved not of the amount of interest, since that

passes from one hand to the other, but of the revenue from a3 -

destroyed capital. 'This] capital, if it had been employed
productively by him who lent it to the state, would equally have
yielded him an income, but that income would have been
derived from a real production, and would not have been

 furnished from the pocket of a fellow citizen.”—Say ; vol.

ii. p. 357. . "This is both concelved and explessed in the. true
spmt of the science. ‘ '
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his- convenience rather to borrow this 20007,
and to pay 100/ per annum for interest to-the
lender, than to spare the larger sum from- his

own funds.  In one caseit:is a private'trans-

action: between A and ‘B, in: theother Go-
vernment- guarantees: to B ‘the payment of
the interest to be equally paid by A. - If the
transaction had been of -a private nature; no
public record-would be kept of it, and it
would be a matter of comparative indifference
to the country whether A faithfully performed
his contract to B, or unjustly- rctained-the
100/ per annum in his.own:possession. - The
country would have a general interest in- the
faitliful performance of a’contract, but with
respect to the national wealth, it would have
no.other interest than ‘whether A or B would
make this' 100/ miost productive, 'but onthis
question it would neither have'the right nor
the ability to decide. 1t might be possible,
that if A retained it for his.own use, hé might
squander it unprofitably, -and if it were paid
to B, he might add" it to" his capital, ' and
employ. it ‘productively. . And the converse
would also be possible, B might squander it,
and A might employ it.productively. With
a view to wealth only, it might be equally or
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more desirable- that A should or,svh'ould‘;ndt
p%?y.,it; but the claims of justice and good
faith, a greater utility, are not to be compelled

‘to yield to those of a less; and accordingly, if

the state were called upon to interfere, the
courts of justice would oblige A to perform
his' contract. A debt guaranteed by the

nation, differs in' no- respect: from the'above

transaction. Justice and-good faith demand
that the interest of. the national debt should
eontinue to be paid, and that those who have
advanced their capitals for' the general benefif,
should not be requireéd ‘to forego their-equit-
able claims; on the plea of expediency. ' °

But independently.of this consideration; it
is by no means certain, that political utility
would gain .any thing by the' sacrifice of
political integrity ; ‘it'does by no means: fol-
low, that the party exonérated from the pay-
ment -of the interest: of the mnational debt
would employ it more productively than those
to whom indisputably it is due. By cancelling
the national® debt, one man’s income might
be raised from 1000% to 15007, but another
man’s would be lowered from 15007, to 10007
These two men’s income ‘now amount to
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| 2500&, they. would amount to.no more then.
If it be the object of Government to raise

taxes, there would be precisely the same tax- -

able capital and income. in one case, as in
‘the other. It.is not then by the payment. of
the interest on the national debt that a coun-
try is distressed, nor is it by the exoneration
from payment that it can be relieved. It is
only by saving from income, and retrenching
in expenditure, that the national capital can
 beincreased; and neither the income would
be increased, nor'the expenditure diminished
by the annihilation of the national debt. It
is by the profuse expenditure of Government,
and of individuals, and by loans, that a coun-
try is impoverished ; every measure therefore
which is calculated to promote public and
‘private ceconomy will relieve the public dis-
tress ; -but it is error and delusion, to suppose
that a real national difficulty can be removed,

| by shifting it from the shoulders of one class.of

the community, who justly ought to bear it,
to the shoulders of another class, who upon
every principle. of equity ought to bear no
: ‘mvore than their share. © From what I have
said; it must not be inferred. that I consider
the .system of .borrowing as.the best calcu-
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lated to defray the extraordinary expenses
of the state. It.is a system which tends to
make us less thrifty—to blind us to our real
situation.  If the expenses of a war be 40
millions per annum, and the share which a
man would have te contribute towards that
annual expense were. 100/, he would en-
deavour, on being at once called upon for
his portion, to' save speedily the 100. from
his income. By the system of loans he is
called upon te pay only the interest of this

-1004., or 5l. per-annum, and considers that he

does enough by saving this 5. from his ex-

penditure, and then deludes himself with the

belief that he is as rich as before. The whole
nation, by reasoning and acting in this manner,
save only the interest of 40 millions, or two
millions; and thus, not only lose all the in-
terest or profit which 40 millions of capital,

employed preductively, would afford, but

also 38 millions, the difference between their
savings and expenditure. If, as I before ob-
served, each man had to make his own loan,
and contribute his full proportion to the exi-
gencies of the state, assoonasthe war ceased,
taxation would cease, and we should immedi-
ately fall into a natural state of prices. Out of
Z
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his private funds, A might have to pay to Bin-
terest-for thé money he borrowed of him dur-
ing the war, to enable him to pay ‘his quota
of the'expense; but with this the nation would.
have no concern.' A country- which has ac-
curnulated a large debt is:placed in .a-most
artificial situation’; and.although the amount
of ‘taxes, and the-increased price of labour,
may’ not, "and I believe does not, place it
under any:other disadvantage with respect.to
foreign countries, except the unavoidable one
of paying those taxes, yet'it'h ecpm“e's thein-
terest .of every contributor. to’ withdraw his
shoulder from' the burthen, and:to shift this
pay'menf"from-hinds/elf “to another; and the
temptation to remove himselfand his capital:to
another country, ‘where he will-be ‘e_;Xempted
from ‘such burthens, becomes at last irresist-
ible, and overcomes the natural reluctance
which every man feels to quit the place of
his birth, and the scene of his early ‘associa-
tions. A country which ‘has-involved itself in

the difficulties attendin g this artificial system,

would act ‘wisely by ransoming. itself from
them, at thesacrifice of any portionof its pro-
perty which might be necessary to redeem 1ts
‘debt. That which is wise in an‘individual, is
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\ifj_st?; alsoinanation. A man whohas 10,0007, ;
pgy-m_g»him; an income of 5OOZ, out of Whlcli
.he ‘has to pay 100 per annum towards the.
interest of the debt, is reai;ly‘ “worfli-(’)ur;llySOOOZ«..
and would be equally rich, whether he con.
tinued to pay 100.. ,p_ey,a_nm_'lm,‘ orat 6ncé, and |
for only once, s,acriﬁcedQ’OOOZ; _‘Bu“t‘-kvzheré,‘ itis
aSk.ed-, would be the purchaser of the pr'cy)pértyé |
which he must sell t,o,v,obytain,‘this ‘20002 P Vthe»
answerisplain: the national ,C«l_'edito}.r; ‘WhO 1s foi

rgfze,ive;thi,s 20004, will .Want an investment for
his: money, and will. be. disposﬁ"e‘d'- eifhér to
lend it to the landholder, _;c')r. manlflufact(u rér "
or:to purchase from them a,«par‘i‘;iokf' the pro-, '
perty. of which they have to dﬁis»pose‘.':; To such
an effect the stockholders th‘erxllsél'ves would
largely contribute. - Such a sc}_lén‘l'c@:'.)has~ been
oft.,en,g recommended,, but we ha,zve,”- I feai"
nelthel.' Wisdom enough, nor Virt'ué'en(‘)ugh,' tc:
ado.pt;lt.ﬁ It must however be a,ci'm‘itted,» that
d-ur.lngA peace, Qur'unce.asing efforté sh'oul;d be
directed towards paying off that palt of the

debt which has been contracted during war ;
e ey N A ?

and that no temptation of relief, no desire of

escape. from present, ‘and I hope temporary

distresses, should induce us to relax in our

attention, to’ that- great object. No Slnkmg
z 2 |

_—
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fund ¢an be efficient for the - purpose of dimi=
nlshmg the'debt, if it be not derived from the _

excess of the pubhc revenue over the public
expendltme It is to be 1eg1etted ~that-the

smklng fund in this country is- only suchin

name; for there is no-excess of revenue above

expendltme It ought by economy, to be

made what it-is professed to be, a really efﬁ-

ciént- fund for the payment of the debt. Ifon

" the bleaklng out of - any ‘future -war, we-shall

not have very ‘consider a,bly reduced our debt,

one- of two things must happen, either the
whole expenses of- that war must be defrayed
by taxes raised from’ yeal o’ yeal, or -we must,

at the end of that war, 1f not before, submit: to
a national bankruptcy ; not that we shall be
unable to -bear: any large additions to .the
debt; it would be difficult to:set limits to the
powers of a great nation ; ‘but assuredly there
are limits to the price, which' in the form of
pelpetual taxation, individuals will submit'to
pay for the privilege merely of hvmg 1n then
natwe country | :

“When a commodity is 'a,tamonopoly price;
it is: at the very highest price at which. the
consumers are willing to: purchase it. ~Com-
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modities are: only at a monopoly price, - when
by no possible device their quantity can be

augmented ; and when therefore, the .com-

petition is Wholly on one suie-——amongst the
buyers ‘'The monopoly price of one period

may be much lower or ‘higher than the mono-
poly price of another, because the competi-

tion amongst the pulchasers must depend on’

their wealth, and their tastes and caprices.
Those pecullal wines, which are ‘produced in
very limited quantity, and those works of
art, which from their excellence or rarity, have
acquned a fanciful value, will be exchanged
for a very different quantity of the produce
of ordinary labour, according as the society.
is rich or poor, as it possesses an abundance
or scarcity of such produce, or as it may be

in a rude or polished state. The exchange- -

able value therefore of a commodlty which

1s ‘at a monopoly price;, 1s no where regu-
lated by the cost of production.

Raw produce is not at a monopoly price,
because the market price of barley and wheat
is as-much regulated by their cost of produc-
tion, as the market pr ice of cloth:and linen.
The only difference is this, that one portion
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of the capltal employed n agmculture regu-
lates the price of corn, - namely, that portion

which pays no rent; whereas,- in’ the produc-

tlon of manufactured commodities, every por-

tion of cap1tal is employed with - the same
results; and as mo portion pays rent,-every
portion is equally a regulator of -price : corn,
and other raw produce, can be augmented
t00 in quantity, by the employment of more
capital ‘on the land, and therefore ‘they are
not at'a monopoly price. Theré-is competi-
tion among the selle1 S; as Well as amongst the
buyers. ~‘This is not tlie case in the produc-
tion of those:rare wines, and those valuable
specimens of art, of- which we have been
speaking ; their quantlty cannot be increased;

and their puoe 1s limited only by the extent .

of the power and will- of the purchasers!
The rent of these vmeyalds may be raised
beyond any moderately asmgnable limits, be-
cause no other land being able to produce
such wines, none can be brought into compe-

tmon Wlth them.

The corn and raw produce of a country,
mayindeed for a time sell ata monopoly price;
but they can do so permanently only when
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‘ho more capltal can’ be profitably- employed
on the lands, and ‘when, therefor e, their pro-

duce-cannot be increased. ‘At such time,
every portion of land in cultivation, and

- every portion of capital employed on the

land will-yield a rent, differing’indeed in pro-
pomon to the difference in: the retum At
such a time too, any tax which may be 1m-=
posed on-the farmer, will fall on rent, and
not on the - consume1 ‘He cannot raise the
price of his cor n, because, by the supposMon,
it is already at the highest price-at which
the purchasers will' or can buy it. He will
not be satisfied with a lower rate of ploﬁts
than that obtained by other capltallsts and, |
therefble, his only alternative will be to ob-
tain a 1educt1on of rent, or to qmt his em-'
ployment | |

Mr. Buchanan considers corn and raw
produce as at a monopoly price, because
they yield a rent: all commodities which
yield a rent, he supposee must be at a. mono-
poly .price; and thence he infers, that a]]
taxes on raw produce would fall on the
landlord and not on the consumer, The
price of corn,” he says, “ which always af.




344

fords a rent; beingin no respectinﬂuenced by
_the expenses of its production, those expenses
must be paid out of the rent ;. and when they
rise or fall, therefore, the consequence is not a

higher or alower price, but a higher or a lewer-.

rent. In . this view, all.taxes on farm ser-

vants, horses, or the implements of agricul-

ture, are in reality land-taxes ;- the burden
falling on the farmer during the currency of
his lease; and on the landlord, when the
lease comes to be renewed. In like manner
all those improved implements ‘of husbandry
which save expense to the farmer; such as
inachines for threshing.and reaping, whatever
- gives him easier access to the market, such
as good roads, canals, and bridges, though
they lessen the original cost of corn, do not
lessen its market price. Whatever is saved

by those improvements, therefore, belongs to

the landlord as part of his rent.”

It is evident that if we yield to Mr.-Bucha-
nan the basis on which his argument is built,
namely, that the price of corn always yields
a :rent, all the -consequences which he con-
tends for would follow of course. Taxes on
the.farmer would then fall not on the consu-
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mer but on rent; and all improvements in
husbandry would increase rent: but I.hope
I have made it sufficiently clear, that until a
country is cultivated in every part, and up
to the highest degree, there is always a por-
tion of capital employed on the land which
yields no rent, and that it is this portion of
capital, the result of which, as in manufac-
tures, 1s divided between profits and 'Wages,'
that regulates the price of corn. The price
of corn then, which does not afford a rent,
being influenced by the expenses of its pro-
duction, those expenses cannot be paid out
of rent. . The consequence therefore of those -
expenses increasing, is a higher price, and not
a lower rent.* |

It is remarkable that both Adam Smith 'and
Mr. Buchanan, who entirely agree that taxes
on raw. p;oduce, aland-tax, and tithes, all fall.

* « Manufacturmg industry increases its produce in pro-
portion to the demand, and the prlce falls ; but the produce
of - land cannot be so. increased ; and a high price is still ne-
cessary to prevent the consumption from exceeding the supply.”
Buchanan, vol.iv. p. 40. Is it possible that Mr. Buchanan
can seriously assert, that the produce of - the land cannot be
ncreased, if the demand increases 3
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on the rent of land, and not’ on the consumers
of raw pr oduce, should never theless admiit that
taxes on malt would fall on the consumer
of beer, and not on the rent of the landlmd

Adam Smith’s argument is so able a state-
ment of the view which'T take of the subject
of the tax on malt, and every other tax on
raw. produce, that 1 cannot refrain from of-‘
fer mg 1t to the attentlon of the 1eade1

“ The rent and proﬁts of »b'arley land must
always be nearly equal to-those of other
equally fertile, and equally well cultivated
land. - If they were less, some part of the
barley land would soon be turned to some
other purpose; and if they were 'greater;"
more land would soon be turned to the rais-
ing of barley. ~ When the mdmary price of
any particular produce of land is' at what
fnay be called a monopoly price, a tax upon

# T wish the word ¢ Profit” had been omitted. Dr. Smith’
must suppose the profits of the tenants of these precious vine-
yards to be above the general rate of px!Oﬁts 1f they were not,
they would not pay the tax, unless they could shlft it exther to’
the landlord or consumer.

.

it necessarily reduces the rent and profit* of
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the land which grows it. A tax upon the
produce of those precious vineyards, of which

" the wine falls so much short of the effectual

demand; that its price is always above the
natural ‘proportion to that of other equally
fertile, and equally well cultivated land;
would necessarily reduce the rent and profit*
of those vineyards. The price of the wines
being already the highest that could be got
for the -quantity commonly sent to market,
it could not be raised higher without dimi-
nishing - that  quantity ; -.and  the quantity
could not be diminished -without still greater
loss, because the lands could not be turned
to any other equally valuable produce. © The
whole weight of the tax, -therefore, -would
fall upon-therent and profit ;* properly upon

- therent of the vineyard.” < But the ordinary
.‘puce of barley has never been a:monoépoly

price; and the rent and profit of barley land
have never been above their natmal propor-
tion to those of other equally fertile and equal-
ly well cultivated land. - The-different taxes
which have been imposed upon malt, beer,
and ale, have never lowered the price of barle Y ;

* See note, p."346.
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have never reduced the rent and profit¥ of

barley land. 'The price of malt to the brewer
has constantly risen in proportion to-the taxes
imposed‘upon»'it; and those taxes, together

with the different duties upon beer and ale,

‘have constantly either raised the price, or,
what comes to the same thing, reduced the

quahty of those commodities to the consumer.

- 'The final payment of those taxes has fallen

constantly upon the consumer; and not upon
’ . On this passage Mr. Bucha-

the producer.’
nan remarks, “ A duty on malt never could

reduce the price‘of barley, because, unless

as much could be made of barley by malting
it as by selling it unmalted, the quantity re-
quired would not be brought to market. - Tt
is clear, therefore, that the price of malt
must rise in proportion to the tax imposed
on it, as the demand could not otherwise be
supplied. The price of barley, however, is

just .as much a monopoly price as that of

sugar ; they both yield a rent, and the mar-
ket price of both has equally lost all con-
nexion- with the original cost.”

*. See note, p. 340.
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It appears then to be the opinion:of Mr.
Buchanan that a tax on malt would raise the

price of malt, but that a tax on the balley

from-which malt is made, would not raise the

price of.barley ; and therefore, if maltis taxed,

the tax will be paid by the consumer ; if

barley is taxed, it will be paid by the land-

lord, as he will receive a diminished ' rent.

“According to Mr. Buchanan then, barley is

at ‘a monopoly price, at the highest price
which the purchasers are willing to give for
it; but malt made of barley is not at a

‘monopoly price, and’ consequently it can be
Taised in proportion to the taxes that may’be

This opinion of Mr. Bu-

imposed upon it.

‘chanan of the effects of a tax on malt appears
to me to be in direct contradiction to the

opinion he has given of a similar tax,.a tax
on bread. “ A tax on bread will be ulti-

‘mately paid, not by a rise of price, but by a

reduction of rent.”#* If a tax on malt would
raise the price of beer, a tax on bread must

raise the price of bread.

The following argument of M. Say is foun-

* Vol. iii. p. 355.
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ded on_ the;same’ views as Mr. Buchanan’s:
¢ The. quantity of wine or-corn which a piece
of land will produce, will :remain neally the
same, whatever may be the tax With which 1t
is charged. - The tax may. take away a half,
or even three fourths of its net:produce, .or of
.itS’~“Ifel’1t_‘ if you please, yet the land would
nevertheless be cultivated for the half or the

4

,_quartei not . absorbed by thetax. . The rent,

that is.to ‘say the landlmds share, Would
merely be somewhat lower. - The reason ' of
this. W111 be perceived, if we consider, that n
the case supposed, ,the;;quaiitityfof___produce
obtained from the.land, and sent to.market,
‘ -Will remain nevertheless the same. . On the
-other: hand the. motlves on which the demand
for the produce is founded -continue also the
same. © ST R T

v

I- P NOW, iif the qilaniity of pioduce suplslie(i

?and the quantity demanded, necessarily con-

tinue the same, notwithstanding the establish-
ment or the increase of the tax, the price of
that produce will not vary ; and if the price do
‘not" vary, the consumer will not pay.the
smallest p01t10n of this t’lX.

;3.5,1

<« Will it be said :that the farmer, he who
fui nishes labour and capital, will, Jomtly with
the landlord, bear the burden. of this ..,t’qxaz

certainly not; because the circumstance o

the tax has not diminished the number of
farms:to be let, nor; increased the number of
farmers. . Since in this instance - also the

supply. and demand: remain the same, the

rent of farms must. also remain the same.
‘The example of the manufacturer of salt, who

can only make the consumers pay a portion

of the tax, and that. of the landlord who can-
not reimburse himself in the smallest degi ee,
prove the error of those who malnta,m,;m
opposition to the economists, that all taxes

fall ultimately on the consumer,"—Vol.
:'p 338. . o PR .'. /

\

If the tax « took awa,y half or even. thiee-

*fom ths.of the,net produce. of :the land,” ‘and
‘the price of . produce did not rise, . -how could
‘those farmers obtain. the usual pr ofits of stock

who. paid very. modeiate _rents, having that
quality of'land which required a much larger

-proportion’ of labour to. obtain a given result,
.than land- of -a’ more fertile quality ? Tf the
‘'whole rent were remitted, they would still ob-
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tain lower profits than those in other trades,
-and would therefore not continue to cultivate
their land;~unleés~tliéy could raise the price of
1ts pmduce, 1f the tax fell on the farmers, there
‘would be fewer farmers dispos’edtd hire farms;
if it fell on the landlord, many farms would
not be let at all, for théy would afford no rent.
But from what fund would those pay the tax
Who.produce’ corn without paying any rent?
It is quite clear that the tax must fall on
the consumer. How would such land, as
M. Say describes in the following passage;
pay a tax of one-half or three-fourths of its
produce ? | AT ' |

We see in Scotland poor lands thus culti-
vated by the proprietor, and which could be
cultivated by no other person. Thus too we
see in' ‘the interior provinces of the United
States vast and fertile lands, the revenue of
‘which -alone would not be sufficient for the
‘maintenance of the proprietor. These lands
‘are g:'uléivated nevertheless, but it must be by
-the"iﬁr(')'prietor himself, or, in other words, he
.must add to the rent, which is little or
nothing, the profits of his capital and industry,
‘fo enable him to live.in competence. It

353

is. well known that land, though cultivated
yields 1o revenue to the landlord when n(;
farmer will be willing to pay a rent for it:

which is a proof that such land will give only

the profits of the capital and of the industry

Necessary for its cultivation,”— i1
o 19, S —S8ay, Vol, ii.

A




' GHAPTER XVI

POOR RATES.

- W= have seen that taxes on raw produce,
and on the profits of the farmer, will fall on
the consumer of raw produce; since unless
he had the power of remunerating himself by
an increase of price, the tax would reduce his
profits below the general level of profits, and
would urge him to remove his capital to some
other trade. We have seen too that he could
not, by deducting it from his rent, transfer
the tax to his landlord; because that farmer
who paid no rent, would, equally with the
cultivator of better land, be subject to the
tax, whether it were laid on raw produce, or
on the profits of the farmer. I have also at-
tempted to shew, that if a tax were general,
and affected equally all profits, whether ma-
nufacturing or agricultural, it would mnot
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‘operate. either. on. the price of goods or raw
produce, but would ' be. immediately, as well
as ultlmate]y‘, paid. by the producér;. , A_ tax
on.rent, it has been observed, would fall ';')nA
the landlord only, and could not. by any
means be made to devolve on the tenant; ‘

The. poor. rate is a. tax which. partakes. of
the nature .of all these taxes, and under. diffe-
rent. circumstances falls on. the consumer of
raw produce. and- goods,. on ;_thé pfoﬁtés ‘of';
sto?k,‘ and on the rent of land. It is.a tax.
which falls with peculiarwéight.ohf the l;rOﬁts ..
of the farmer, and therefore may be-‘c’bnéiderédz
as_{;al'cfecti.ngz the price of raw produce. - Ac-
cordmgrto the degree in which it bears on ma;
-;.nufa:ctu'ring and agricultural profits équéll
it will be a general tax on the profits of btoclz’
and will occasion. no alteration in the 'p"ric;
of raw produce and manufactures. 1In 1‘)»1'0'—.:
pf)rtlon to the farmer’s 1nability to remu;nre'raté“
himself, by raising the price of ray produce,
for that portion. of the tax which ﬁeculiaﬂ :
affects.him,, it will be a tax on rent, and Wlﬂ
be ,pald by the landlord. To.;kndw,ithen the
operation of the poor rate at any particﬁlér.
time, we must ascertain whether ;xt,-,that tiine,

242 o
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it affects in. an. equal or unequal degree the.
profits of the farmer and manufacturer; and
also whether the circumstances be such as to
afford to the farmer the power of raising the
price of raw produce. ST

The poor rates are professed to be levied
on the farmer in proportion to his rent; and
accordingly, the farmer who paid a very small
rent, or no rent at all, should pay little or no
tax. If this were true, poor rates, as far as
they are paid by the agricultural class, would
entirely fall on the landlord, and could not
be shifted to the consumer of raw produce.
But I believe that is not true; the poor rate
‘s not levied .according to the rent which a
farmer actually pays to his landlord; it is
proportioned to the annual value of :his land,
whether that annual value be given to it by

the capital®of the landlord or of the tenant. -

_ If two farmers rented land of two different
qualities in the same parish, the one paying a
rent of 1007 per annum for 50 acres of the
most fertile land, and the other the same sum
of 1001, for 1000 acres of the least fertile land,

they would pay the ‘same amount of poor

Pprice of corn.
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rates, if neither of them attempted to improve
th? lanfi;' but if the farmer of the poor land,
presuming on a very long lease, should bf;
l_nduced.‘ at a’great expense to improve “the
productive powers of his land, by manuring,
drgl_mng, fencing,‘ ‘&c:, he would contribute to,-
th¢ poor rates, not in proportion to the actual
rent paid to the-landlord, but to the actual
annual value of the land.  The rate might-
equal or exceed the rent; but whether it didt
or not, no part of this rate would be paid b |
f:he landlord. It would have been previously
ca.lculated upon by the tenant; and if th?ar"
price of produce were not sufficient to com-
pensate him for all his expenses, together
:Wlth this additional charge for poor rategs{’" his
;mprovelnents"woul'd not have been uiridef:i
taker.l. It is evident then that the tax in this

cgse)s paid by the consumer; for if there had
been 1o rate, the same improvements would

have been undertaken, and the usual and

ge;peral‘ rate of profits would ‘have been. ob-

tained on the stock employed, with a lower

: No.ﬁ Wol;l?'df’.‘it' make the slightest diffefeﬁcé
- this question, if the landlord had made
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these im'proirements’himself, " and ‘had -.in con-
sequence raised ‘his rent from 1007- to - 5001. ;

'the Tate ‘would be equally ‘charged "to - the -

consumer; for whether he ?,should'€e§§1)epd.-a
large sum of money on his land, wgqld d-(?p?n;_é
on the tent, or what is called r‘ent,,W‘h‘lch_he'
would receive as“a-ijenlpnél'ati011 *f:or it; and
this again would depend on the pr%ce,of_ CO-NT;
or other raw produce, 'being"s.uﬂicfently ’hlg )
not only to cover this addltnonal rent, bl_lt
also the rate to which “the la.nd would bg
subjéc’t. ~But if at the ‘same time all [I}al?u-a
facturing capital contributed to ‘the poor
rates, in -the ‘same’ proportion as the c.:ap.ltal
expended by the-farmer “or landlord m 1m-
‘p'rOViI‘)g the land,” then it would no longe’r ‘be
“a partial tax on the profits of the fgl'ln('ar s or
| landlord’s capital, but'atax; on the capital of
all producers; and therefore it could no longeg
' be ‘shifted either on the consumer of Taw
produce or on the landlord. The farmgrs
profits would feel the effect of the raf:e no
‘more than those of the manufacturer; and ﬁhe
former could not, any more than ‘the .latte_r?
plead it as a reason for an advance in the
| "-‘price,-c")f«hi's'comm‘odity. Itis not'the a.tbsolute,
but the relative fall of profits, which pre-
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vents capital from being "employed in ‘any
particulartrade : it is the difference of profit
‘which sendscapital from one em ployment to
another. B ' '

It must be acknowledged however, that in
the actual state of the poor rates, 4 much
larger'amount falls on the farmer than ontlie
‘manufacturer, in proportion to their respec-
tive profits ; the farmer being rated according
‘to the actual productions which he obtains, the
manufacturer only according to the 'Vétlué@)f

| the buildings in which he works, without any

regard ‘to ‘the value ‘of the machinery, la:
bour, or stock, which he may employ. From
this circumstance:it follows, that the farmer
‘will'be enabled to raise the price ‘of his Ppro-
duce by this whole difference. For since the
tax falls unequally, and peculiarly on his pro-

fits; he would have less motive to dévote his
“capital to the land, than toemploy it'in some
‘other trade, unless ‘the price of raw produce

were raised. If on the “contrary, ‘the rate

‘had fallen with ‘greater weight'on the manu-
facturer than on the farmer, he would have

been enabled to raise the: price of his goods
by the amount of the differenée, for the same
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reason-that the farmer, under similar circums
stances, could raise the price of raw produce.
In a society therefore,. which is extending its
agriculture, when poor rates fall with peculiar
weight on the land, they will be paid partly
by -the employers of capital in a diminution
of the profits of stock, and partly by the con-
sumer of rawtprod'u‘ce in its increased price.
In such a state of things, the tax may, under
some circumstances, be even advantageous
rather than injurious to landlords ; for if the
tax paid by the cultivator of the worst land, be
higher in proportion to the quantityof produce
obtained, than that paid by the farmers’ of the
more fertile lands, the rise in the price of
corn, which will extend to all corn, - will- more
than compensate the latter for-the tax. This
advantage will remain with them during the
continuance of their leases, but it will after-
wards be transferred to their landlords. This
then would be the effect of poor rates in an
advancing society ; but in a stationary, or in
a retrograde country, so far as capital could
not be withdrawn from the land, ifa further
rate werelevied for the supportof the poor, that
part of it which fell on agriculture would be
paid,: during the current leases, by the farmers,
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but at the expiration of those leases it 'WOUId;

almost wholly fall on the landlords. The
farmer, who during his former lease, had ex-
pended his capital in improving his land, ifit
were still in his own hands, would be rated
for this new tax accordingto the new value
which the land had acquired by its improve-
ment, and this amount he | would be obliged
to pay during his lease, although his profits
might thereby be reduced below the general
rate of profils; for the capital which he has
expended may be so incorporated with the
land, -that it cannot be removed from it. If
indeed he, or his landlord, (should it have
been expended by him) were able to'remove
this  capital, and thereby reduce the anniial
value of the land, the rate would proportion-

ably fall, and as the produce would at the

same time be diminished, its price would rise';
I]éf,"wotil'(l. be compensated for the tax, by
charging it to the consumer, and no part would
fall on rent; but this is impossible, at least
with respect to some proportion of the cépi:
tal, and consequently in that proportion the'

 tax will be paid by the farmers during' their
- leases, and by landlords at their expiration,
~This additional tax, as far as it fell ulnequally .
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‘on manufacturers, would under such circum-
stances be added to the price of theéir:-goods;
for there can-be no reason why their ‘profits
‘should be reduced ‘below the general ‘rate of
- profits, when their ‘capitals might be easily
‘Temoved to agriculture.® |

% Tn aformer paﬁ‘t of this work, T have noticed the difference
"between. rent, properly so called, and the remuneration - paid
‘to the landlord under that name, ‘for the advaﬁtages which the
‘expenditure of his capital has procured to his tenant; but I
did not perhaps sufliciently distinguish the difference which
would arise from the different modes in which this capital
‘might be applied.  As'a part of this capital, when once ex-
“pended in the improvement of a farm, is inseparably amalga-
"mated with ‘the ‘land, and tends to increase its ‘productive
powers, the remuneration paid to the landlord for its use is
strictly of the nature of rent, and is subject to all the laws of
rent. Whethér the improvement be made at the expense of
‘the landlord or the tenant, it will not be undertaken in ‘the
first instance, unless there is ‘a strong probability"that the re-
- turn will at least be equal to the profit that can be made by
the disposition of any other equal capital ; but when once made,
the return obtained will ever after be wholly of the nature of
" Yent, and will be subject to all the variations of rent. Some
of these ‘expenses however, only give advantages to the land
for a limited - period, and do not add permanently to its pro-
ductive powers : being bestowed on buildings, and other perish-
able improvements, they require to be'_(_:oristantly renewed,
and ‘therefore do not obtain for the landlord any permanent
addition tohis real rent. | '

' CHAPTER XVIIL

ON SUDDEN CHANGES 1IN THE CHANNELS OF

TRADE.

A GREAT manufictiirin g countr'yfis peculiarly
exposed to temporary -reverses and contin-
gencies, produced by the removal of cé,pital
from ‘one” employment ‘to another.” The de-
miands for-the produce of agriculture are uni-
form, they are not under the influence -of
tashion, prejudice, or caprice. To sustain
life, food is necessary, -and the ‘demand for
food must continue in :all jages,l and ‘in -all
countries. = It is different With:manufacturesﬂ;'
the demand for any particular manufactured.
commodity, is subject not only to the wants,-

but to the tastes and “caprice of the pur-

chasers. Anew tax too may destroy the com-
parative ‘advantage which a’ country before
possessed 1n the manufacture of a particular
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commodity ; or the effects of war may so raise
the freight and insurance on its conveyance,
that it can no longer enter into competition
with the home manufacture of the country
to which it was before exported. In all such
cases, considerable distress, and no doubt
some loss, will be experienced by those who
are engaged in the manufacture of such com-

modities ; and it will be felt not only at the

time of the change, but through the whole in-
terval during which they are removing their
capitals, and thé labour which they can com-
mand, from one employment to another.

"Nor will distress be experienced in that
country alone where such difficulties origi-
nate, but in' the countries to which its com-

modities were before exported. No country
can long import unless it also exports, or can

long’ export unléss it also imports. If then

any ‘circumstance should occur, which should
permanently prevent a country from import-
ing the usual amount of foreign commodities,
it will necessarlly diminish the manufacture
of some of those commodities which were-

usually “exported; and although the total
value of the productions of the country will

NTTTEE AN, o T
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‘probably be but little altered, since.the same

capital will be employed, yet they will not
be:equally abundant and cheap; and consi-
derable. distress will be experienced through
the change of employments. If by the em-
ployment of 10,000/ in the manufacture of
cotton goods for exportation, we imported
annually 3000 pair of silk stockings of the
value of 2000/., and by the interruption of
foreign trade we should be. obliged to with-
draw this capital from the manufacture of
cotton, and employ it ourselves in the manu-
facture of stockings, we should still obtain
stockings of the value of 2000. provided no
part of the capital were destroyed; but in-
stead of having 3000 pair, we might only
have 2,500. In the removal of the capital
from the cotton to the stocking trade, much
distress might be experienced, but it would
not considerably impair the value of the na-
tional property, although it might lessen the
quantlty of our annual productions.

The. commencement of war Aafterj a long
peace, or of peace after a long war, generally
produces considerable distress in trade. " Tt
changes in a great degree the nature of the
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employments to which the respective, c_apif:als.
of countries were before devoted ; and during
t‘he."int‘erval while they are settling . in the.
situations which new circumstances hav'e_
made the most.beneficial, much fixed capi-
‘tal is. unemployed, perhaps wholly lost, and
lébdul_'ers are without full employment. The

duration of this distress will be.longer or.

shorter according to the strength of that dis-

inclination, which.most men feel to.aba,nd'o'ni.
‘that employment of their capital to which,

they.have 1ong.been.accust(.)m.ed. CItis ofte_n
protracted too by. the restrictions and prohi-

bitions, to.which the absurd jealousies which

prevail between. the different states of the
commercial commonwealth give rise. -

The distress which proceeds from a revuls
sion . of. trade; is. often mistaken for. that
which  accompanies a diminution of ‘the
national capital, and a retrograde‘ st_ate of so-
ciety ; and. it would perhap.s be dlfﬁqult to
point out any marks by which they may be
accurately distinguished. ‘

** When, however, such distress immediately

accompanies:a change {from war. to peace,
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. our. knowledge of the existence of such a cause

will: make it reasonable to: believe, that the
funds for. the. maintenance. of labour. have
rather been.diverted:from their usual channel
than materially impaired, and that after tem-
porary suffeying, ‘Athe:nation_f. will again.-ad-
vance in prosperity. - It must be i’emembered
too that the retrograde condition is, é,IWays' an
unnatural state.of society.” Man. from. youth
grows: to. manhood, then decays, and dies ;
but this isnot the progress.of nations:: ‘When
-arrived to a state of the greatest vigour, - their
further advance may indeed be arrested, -but
their natural tendency is to continue fmages,
to. sustain undiminished - their’ wealth, and
their population. -

. In rich and powerful countries where large
capitals are invested in machinery, more dis-
tress will be experienced from,a revulsion. in
trade, than in poorer countries where there
is,'propor‘tionally a much smaller amount of
fixed, and a -much larger amount of circu-
.la‘_c,ingu capital, and where consequently more
work is done by the labour of mei. It is.
not so difficult to withdraw a circulating: as a
fixed capital, from any employment in-which
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it may be engaged. . It is often impossible to
"divert the machinery which may have been
erected for one manufacture, to the purposes
of .another; but the clothing, the food, and
the lodging of the labourer in one employ-
ment ‘may be devoted to the support of the
labourer in another, or the same labourer
may receive the same food, clothing, and
lodging, whilst his employment is changed.
This, however, is an evil to which a rich
nation must submit; and it would not be
more reasonable to complain of it, than it
would be in a rich merchant to lament that
his ship was exposed to the dangers of the
sea, whilst his poor neighbour’s cottage was
safe from all such hazard. “ o

- From contingencies of this kind, though
in" an inferior degree, even agriculture is not
exempted. War, which in a commercial
country, interrupts the commerce of states,
frequently prevents the exportation of corn
from countries where it can be produced -Wit-h
little cost, to others not so favourably situ-
‘ated. Under such circumstances an unusual
quantity of capital is drawn to agriculture,
and the country which before imported be-
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cdlnt?s,'independer'it ‘of foreign aid.: At the
termm.ation_ of the war, the obstacles to im-:
portation- are removed, and a competition:
destructive to:the home-grower commences.
frofrl which he is.unable to withdraw, WVith’-’-l
out-the sacrifice of a great part of his capitai :
The best policy of the state would be, to lay:'
a tax, decreasing in amount from time to tim'e'
on the importation of 'foreié;n.corn, for.a iimit-,' |
ed number-Of' years, . in.order to afford to the.
hOtI.lG?- grower an opportunity to withdraw his
capital gradually from-the land. . In so dojne |
'the country might not be:making the‘zmoégt‘<
advantageous distribution of its capital, but
the temporary.tax.to which it was subje’ctéd
would ‘be for the advantage of a .p'arti’cu]a;
c].ass, the distribution of whose. capital qu’ |
hlghly useful in procuring ‘a supply of foo(d “
When.? importation was ‘stopped. " If 'such":k
exertions in.a' period of emergencvweré fol‘-‘
lowe'd. by risk  of ruin on:the tel‘f;lillatidh" of B
the‘dlfﬁculty,'capit'al would shun such ‘lan.

- employment.. Besides the usual profits. of

stock, farmers would expect. to be. compen-

sated -f01.°; the risk which they incurred of 2

sudden influx of corn,. and. therefore. the
o - t
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price' to theé consumer, at the sea‘is;pi th;r.l.
he most required a supply, WOI.J be e
hariced, not only by the superlcl)gl o o
growing corn at home, but alsq by o b
surance which he Woul.d ha.ve t'o<pa1}:Ch e
the price, for the peculiar risk to Wdl , ,N;-)t,
employment of capital was exp{)(;eb.e ov
withstanding then, that it wou } be more
productive of wealth 'ioltie ;:)gukiti) );, ok whe
.r sacrifice of capital it d
zetrl?)lwsthe importation of cheap corn.,tn\:;(:)}llﬂi
perhaps be advisable to charge 1
duty for a few years.

" In e'xafnining the question. of rent, we fc;uni,f
that with every 1ncrease m,thf {S'l.]t[;p irice
corn, and with the consequent fal Othl )[z) Ore;
capital would be withdrawn ﬁ'm.n the 1VhiCh

+ land: and land of a better descnpt;pn, y ioh
wo’ul’d then pay no rent, would Peco$ecorn
standard by which the natural pnce’ter corn

would be reg‘U1ate(ill:t-At 41l].i C;frl I?;;lbe ,d o

inferior quality, w .
ggtigl;?r{; (l)c.)lﬁ,quiligh}; be -cultiy;t{ij:ed ; atifil Z.c 10 Orf.
5. at 3L No. 4, and-so on. If corn, n con-
?égﬁzﬁi -of permanent abundance, fell to
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31.10s.. the capital employed on No. 6 would
cease to be employed ; for it was only when
corn was at 47, that it could obtain the gene-
ral profits, even without paying rent: it would
therefore be withdrawn to manufacture those
commodities with which all’ the copn grown
on No. 6 would be purchased. and imported.
In this" employment it would ‘necessarily
be more productive to its owner, or it would
not be withdrawn from the other; for if he
could obtain more corn by growing it on land
for which he paid no rent, than by manufactur-
ing a commodity with which he purchased it,
1ts price could not be under 4/,

It has, however, been said that capital
cannot be withdrawn from the land; that it
takes the form of expenses, which cannot
be recovered, such ag manurihg, féﬁcihg,
draining, &c., which are necessarily insepa-
able from the land. This s in some de-
gree true; but that capital which consists
of cattle, sheep, hay and corn ricks, carts,
&c. may be withdrawn; and jt always be-
comes a matter of calculation whether these
shall continue to be employed on the land,
notwithstanding the low price of corn,

2B 2

or.
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Y : 1 +heir value
whethei -they shall be -sold, and then valu
transferred to another employment. -

Suppose, however, the fact tc be as s;:ztegl;
and that no part of the capital ccu e
withdrawn ; the farmer would econtinue

raise corn, and prec1sely.-the same q.uantl’;g
J,‘{o'o, at whatever price it mlght sell; fcr 1(; ,C-?lhe_
not be his interest toproduce less, an 1; e
did not so employ his capital, he;woc C 0161
tain from it no return whatever. C‘OH.,l C(ﬁl o
not be imported, because he. Woulcl vset 111
lower than 3.10s. rather than l]Ot sell l.t a ?ﬂé
and by the su-pposition. the 1312}(12?;110:}1611

' ] ler that price. g n
?S;S‘i_l;r::];:’c who mlltivated ._'la'nd of t‘:cllllls
quality, would undoubtedly be1nj ured by the

fall in the ‘exchangeable value of the com-.

modity which they procluced,-—-—how1 fﬁ:‘g
the country be affected .P ~ 'We shou N
preciéely the same quantity of every cgmcnsm
dity produced, but raw produce ‘.an oo
wolild sell at a much clleaper ' price. o
capital of a country consists of its comm -
ties, and as these would be the sar:;l;l: a:ame
.fore', reproductionwoulél go on at he _ever
rate. This low price of corn would how
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~only. afford the usual profits . of stock. to the
land, No. 5, which .would then .pay no rent,
and the rent of all better land. would fall:
wages would also fall, and profits would rise.

- However low the price of corn might fall;.
if capital could not be removed from theland,
and the demand did not increase, no importa-
tion would take place; for thesame quantityas
before would be produced at home. -Although

‘there would be.a different. division. of the
produce, and some classes would be benefited,
and others injured; the aggregate . of pro-

., duction would be precisely the same, and t,he

nation. collectively would. neither. be richer
‘nor poorer. |

- But there s this-advantage always resulting
from a 1'elatively. low price of. corn,—that the
division of the actual production - is. more

. likely. to increase the fund for. the mainte--

nance. of labour, .inasmuch as more :will be
allotted, under the name of profit, to the pro-
ductive class, a less, under the name of rent,
to the unproductive class, = : = -

- This is true,. even if the fcapital cannot be

e
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withdrawn from the land, and must be em-
ployed there, or not be employed at all : .butﬁ:
if great part of the capital could be with-
drawn, as it evidently could, it will be only
withdrawn, when it will yield more to the
owner by being withdrawn than by beimng
suffered to remain where it was; it will only
be withdrawn then, when it can elsewhere be
employed more productively both for the
owner and the public. He consents to sink-
that part of his capital which cannot be
separated from the land, because with that
part which he can take away, he can obtain
a gleater value, and a greater quantlty of
raw produce, than by not_smkmg thl§ part
of the capital. His case is precisely similar
to that of a man who has erected machinery
in his manufactory at a great expense,
machinery which is afterwards so ll}uch,
improved upon by more modern inventlo'?s,
that the commodities manufacturéd by him
very much sink in value. It would be
evn‘tirely a matter of calculation with him
whether he should abandon the old machi-

nery, and erect the more perfect, losing all

the value of the old, or continue to avail him-
self of its comparatively feeble powers. Who,
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under such circumstances, would exhort him
to forego the use of the better machinery,
because it would deteriorate or annihilate
the value of the old? Yet this is the argu-
ment of those who would wish us to prohibit
the importation of corn, because it will dete-
riorate or annihilate that part of the capital
of the farmer which is for ever sunk in land.
They do not see that the end of all commerce
1s to increase ploductlon, and that by increas-
ing production, though you ‘may occasion
partial loss, you increase the general happi-
ness. To be consistent, they should endea-
vour to arrest all improvements in agricul-
ture and manufactures, and all inventions of
machinery ; for though these contribute to
general abundance, and therefore to the
general happiness, they never fail, at the
moment of their introduction, to deteriorate
or annihilate a part of the ex1st1ng capital of
farmers and manufacturers.

Agriculture like all other trades, and par-
ticularly in a commercial country, is subject
to a re-action, which, in an opposite direction,
succeeds the action of a strong stimulus.
Thus, when war interr upts the importation of
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corn, itsconsequent high price attracts capl.tal.
‘tO»,the ‘land, from.the. large .proﬁts .Whl(“)h
Sﬁch_r a‘n}employmentu of it affords; this will
probably cause:more capital to be employed,
and more raw produce to be brought to mar-
ket than the demands-of the country require.
In such case, the price of corn will f.all;from
the effects of. a. glut, and much agricultural
.distreggwill_be produced, till t‘he average sup-
ply -is brought -to a‘AlevelgW{l_th;the-averqge

- demand.

'CHAPTER XVIIL

———

- VALUE AND- RICHES,  THEIR DISTINCTIVE : PRO-

' PERTIES.

« A MAN 1is rich: or poor,” says Adam Smi_th,
“ according: to the degree in.which he .can
afford to en joy the necessaries, conveniences,

- and amusements. of human life.”

. Value ‘then essentially differs from riches,

_for value depends not on abundance, but on

the, difficulty, or facility of production. The
labour of a million of men in: manufactures,

“will al Wéyé .prvoducé,th‘e same ‘Value,' but will

not always produce the same riches. By the
invention of machinery, by improvements in
‘ski_lLf ’by,a bet_ter divisidn_ of labour,f or by
the discovery . of new markets, where more
advantageous exchanges may be made, g
million of men may produce. double, or tre-
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ble the amount of riches, of “ necessaries;
conveniences, and amusements,” in one state
of society, that they could produce in ano-
ther, but they will not on that account add
any thing to value; for every thing rises or-
falls in value, in proportion to the facility or
difficulty of producing it, or in other words,
in proportion to the quantity of labour em-
ployed on its production. Suppose with a
given capital, the labour of a certain number
of men produced 1000 pair of stockings, and
that by inventions in machinery, the same
number of men can produce 2000 pair, or
that they can continue to produce 1000 pair,
and can produce besides 500 hats; then the
value of the 2000 pair of stockings; or of
‘the 1000 pair of stockings, and 500 hats, will
be neither more nor less than that of the 1000
pair of stockings before the introduction of

machinery ; for they will be the produce of

the same quantity of labour. But the value
of the general mass of commodities will never-
theless be diminished ; for although the value
of the increased quantity produced in con-
sequence of the improvement will be the same

ekactly as the value would have been of the
less quantity that would have been produced,

pEsguen o3 e T
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had no improvement taken place, an effect
15 also produced on the portion of goods still
unconsumed, which were manufactured pre-

viously to the improvement; the value of
those goods will be reduced, inasmuch as they

must fall to the level, quantity for quantity
of the goods produced under.all the advanj
ta:ges‘ of the improvement: and the society
vt_’ﬂl, notwithstanding the increased quan-
tity of its commodities, notwithstanding its
augmfanted riches, and its augmehted means
of enjoyment, have a less amount of value,

By constantly increasing the facility of pro-

duction, we constantly diminish thie value of
some of the commodities before pfoduced
though by the same means we not only ad(i
to the national riches, but also to the power
?f future production. Many of the'l?arrc.n's
in political econorny have arisen from errors
on this subject, from c()nsidering an increase
of riches, and an increase of value, as mean.

Ing the same thing, and from unfounded

notions as to ;'Wha‘? constituted a standard
measure of value. One man considers money
as a standard of value, and a nation ﬂgrow};'
richer or poorer, according to -Bilﬁ, m pro-

~portion as its commodities of all kinds. can
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-exchange for more..or less money. Others
- represent money -as a. very convenient.me-
dium for the purpose.of barter, but not as a
_proper. measure by. which to. estimate  the
_value of other~things: the real measure. of
value. according .to them is. corn,* and a
country is rich or poor, according as its com-
~modities will exchange for more or less corn.
There are others again, who.consider a coun-
try rich.or poor, according to the quantity of

labour that it can purchase.4+ But why should

gold, or corn, or labour, be.the standard mea-
sure of value, more than coals oriron P—more
than cloth, soap, candles, and the other neces-
saries,of the labourer >—why, in short, should

“ % Adam Smith says, ¢ that the difference between the real
‘and the nominal price of commodities and labour, is not a
matter, of mere speculation, but may sometimes be of con-
siderable use, in practice.” 1 agree with him; but. the real
price of labour and commodities, is no more to be ascertained
by their prlce in-goods, Adam Smith’s real measure, than by
their pnce in gold and silver, his nominal measure. The la-
_bourer is only paid a really high price for his labour, when

his wages will purchase the produce of a great deal of labour.

-+ In vol. i. p. 108, M. Sayinfers, that silver is now of
the same value, as in the reign of Louis XIV. “because the
same quantity of silver will buy the same quantity of corn.”
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Id

'auy commodity, or all commocl ties together,

be the standard, when such a standard is itself
subject to fluctuations in value? Corn, as well

as gold, may from" difficulty or facility of -

production, vary 10, 20, or 30 per cent., -re-

latively to “other  things; why should we-
always say,- that it is those other things -
which-have varied, and not the corn? That
commodity is alone invariable, which: at all-
times requires the same sacrifice of toil and

labour to produce it. Of such a commodity
we have no knowledge, but-we may hypo-

thetically argue and speak about it, as if we-
had; and may improve our knowledge of the
science, by shewing distinctly- the absolute

mapplicability of all the standards which-have

been hitherto adopted. But.su pposing either

of these to be a correct standard : of value,
still it would not be a standard of riches, - for
riches do not- depend on value. A man-is
rich or poor, according- to the abundance of
necessaries and luxuries, which he can com-
mand; and whether the exchangeable value of
these for money, for corn, or for labour, be

‘high or low, they will equally contribute to

the enjoyment of their possessor. Itis through
confoundmo the ideas: of value and wealth,




382

ox riches, that it.has been asserted, that by
diminishing the quantity of commodities, that
is to say, of the necessaries, conveniences, and
enjoyments of human life, riches may be’
increased. If value were the measure of
riches this could not be denied, because by
scarcity’the value of comquities 18 raise_fi;
but if Adam Smith be correct, if riches ‘consist
in necessaries and enjoyments, then they can-
not be increased by a diminution of quantity.

It is true, that the man in possession of a
scarce commodity is richer, if by means of
it he can command more of the necessaries
and enjoyments of human life; but as the
general stock out of which each man’s riches
are drawn, is diminished in quantity, by all
that any individual takes from it, other men’s
shares must necessarily be reduced in propor-
tion as this favoured individual is able to ap-
propriate a greater quantity to himself.

Let water become scarce, says Lord Lau-
derdale, and be excluavely possessed by an
1nd1v1dua1 and yoil will increase his 1lches,
because water will thén have value; and if
wealth be the aggregate of individual riches,
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you will by the same means also increase
wealth. You undoubtedly will increase the
riches of this individual, but inasmuch as the
farmer must sell a part of his corn, the shoe-
maker a part of his shoes, and all men give
up a portion of their possessions for the sole
purpose of supplying themselves with water,
which they before had for nothing, they are
poorer by the whole quantity of commodities
which they are obliged to devote to this
purpose, and the proprietor of water is bene-
fited precisely by the amount of their loss.

The same quantity of water, and the same
quantity of commodities, are enjoyed by the
whole society, but they are dlfferently dis-
tributed. This is however supposing rather
a monopoly of water than a scarcity of it, . If
1t should be scarce, then the riches of the
country and of individuals would be actually
diminished, inasmuch as it would be deprived
of a portion of one of its enJoyments The
farmer would not only have less corn to ex-

change for the other commodities which

might be necessary or desirable to him, but
he and every other individual would be
abridged in the enjoyment of one of the most
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essential of their comforts.
an actu al loss-of wealth.:

- It may be said then of two ‘countries pos-

sessing. precisely the same quantity of. all the

necessaries and .comforts of life, that they. are

equally rich, but the value of their respective

riches would depend on the - comparative
facility or difficulty with which they were
produced. - IFor if ‘an- improved piece” of
~machinery should enable us to make two pair
of stockings,instead of one, without additional

labour, ‘double. the quantity would be given

in exchange for-a yard of cloth. If a similar
improvement be: made in the manufacture.of
“cloth; . stockings and cloth will exchange in
the same proportions.as before, but they will
both have fallen ‘in value ; for in exchanging

them for-hats, for gold, or other commodities
in-general, twice the former-quantity must be
-given. - Extend the improvement to the pro--

duction of gold, and every other commodity;
and they will all regain their former propor-

tions.” - There will be double the quantity of "
commodities annually produced in the. coun-

Not only would -
there be a different distribution of riches,’.but :
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tr.y,’»_ ahd therefore the wealth of the: country
will ‘be doupled, but this wealth will not

have increased in value.

Although Adam Smith has given the cor-
rect descri ption of riches, which I have more
tl.lan oncenoticed, he afterwards explains them
d‘lﬁ‘erently, and says, “ that a ,'inan must be
rich  or poor according to. the quaﬁtity.t of
labour which he can afford to I)UJ'cllaée.”
Now this description . differs essentially. from
the other, and is certainly incorrect ;. fof‘éup-
pose:_the mines were to become mofe pro-
ductive, so that gold and silver fell in value,
from the greater facility of their.,produétion‘f
or that velvets were to be manufactured VVit};
50 much less labour than before, that. the
fell to half ~their former value: the riches of al}lf
thot%e who purchased these commodities would
be increased: one.man might increase the
quantity of his plate, another might buy
double.the quantity of velvet; but with the
possession of this additional plate, and velyet.
they could employ no more laboill"thar;
before ; because as the exchangeable value of
velvet and of plate would be lowered, they

2c
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must part with proportionally mq're,:. of | ihe»s'ef
species of riches to purchase a day’s la 012.
Riches then cannot be estimated Dby the
quantity of labour Whi'ch they can purchase. |

From What.has been said, it Wil.l be seen
that the wealth of a country may be mcreas'sed‘
in two ways: it may be increase@ by employln g
a. gréater.portion of revenue in ‘the n'lamte;
nance of productive labour,—which will 1{10f
only add-to the quantity, but t.o the vah.le.o
the mass of commodities; or it may be n-
creased, without employing any additional
rquantity of labour, by }nakn']‘g 'tl.le (siadnze
quantity more productive,———whmh will a 0
the-abundance, but not to the value of com-

modities.

: .Ih: the"ﬁrst case, a country Wou.ld not only
become rich, but the value of i»ts 1‘1che§ Would
increase. It would become rich by pars.lmony;f
by diminishing its expgndﬁurg on O-b.JeCtt}S 0'
luxury and enjoyme.nt; and emplqymg’ IQSG.
- savings in reproduction. S ,

" In the second case, there will not neces-

bk i St
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sarily ‘be-either any: ‘diminished’ expenditure
on luxuries and enjoyments; or anyincreased
quantity of productive labour employed; but
with the same labour more would be pro-
duced ; wealth ‘would increase, but:not valye.
Of these two modes of increasing wealth,. the
last must be preferred, since it produces the
same effect without the privation and diminu-
tion of enjoyments, which .can never fail to
accompany the first mode. Capital is that
part-of the wealth of a- country which -is
employed with a view to future production,
and may be increased in the same manner as
wealth. -An additional capital will be equally
eflicacious in the production of future wealth,
whether it be obtained from Improvements in
skill and machinery, or from usin g more reve-
nue reproductively ; for wealth always de-
pends on the quantity of commodities pro-
duced, without any regard to the facility with
which the instruments em ployedin production:
may have been procured. A certain quantity
of ‘clothes and provisions will maintain . and
employ ‘the same number of men, and will
therefore procire the same quantity of work
to be done, whether they be produced by the
2c2
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labouir of 100 or of 200 men; but they will be
of twice the value if 200 have been employed
on their production. - ~

- M: Say appears to me to have been -singu-
larly unfortunate in his definition of riches
and value in the first chapter of his excellent
work : the following is the substance of his
reasoning : riches, he observes, consist only
of things which have a value in themselves:
riches are great, when the sum of the values
- of which they are composed 1s great. They
are small when the sum of their values is
small. Two things having an equal value;
are riches of equal amount. They -are of
equal value, when by general consent they’
are freely exchanged. for each other. Now,
if mankind attach value to a thing, it is on
account of the uses to which it is applicable.
This faculty, which certain things have, of
satisfying the various wants of mankind, I
call utility. To create objects that have a
value of any kind is to create riches, since the
utility of things is the first foundation of their
value, and it is the value of things which
constitutes riches. But we do not create
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objects: all we can dois to ;‘epr'odilée matter
under another form—we can éive it utilit
Production then is a creation, not of inattzx.'
bl?t. of utility, and it is measured by the value
arising from  the - utility of the object. Io
duced. The utility of any object, accortll)in -
to ger.lera,l estimation, is pointed out b thg(;
quantity of other commodities for whiZh it
will exchange. This valuation, arisin frOrL
th.e general estimate formed by societ g cb |
stitutes what Adam Smith calls Value'y;n‘en;-
zhzngi ; what Turgot calls appreciable Vaiﬁz?
: }1;18 t::rr nil'tmwéze.m\ay more bn‘eﬂy designgté by

Th.us far M. Say, but in his account of valy
and riches he has confounded two things whi Ie
ought always to be kept separate angd Wh¥C}:
are.eal_l'ed- by Adam Smith, Value’ in use ;I(I:d
value in exchange. If by an improved ma-

chine I can, with the same quantity of labour

make two pair of stockings instead of one, T jn
0 way impair the utility of one pair of sgocl
ngs, ~tho-ugh I diminish theijr value. If then {I-
had precisely the same quantity‘of coats, shoe
stock_mgs, and all other things, as be,f'ore ?
should have precisely the same quantityy'of
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useful objects, and should therefore be equally
rich, if utility were the measure of riches; but
I should have a less amount of value, for my
stockings would be of only half their former
value. Utility then is not the measure - of

exchangeable value.

If we ask M. Say in whatriches consist, he
tells us in the possession of objects having
value. If we then ask him what he means
by value, he tells us that things are valu-
able in proportion as they possess utility. . It
again wé ask him to explan to us by.what
means we are to judge of the utility of objects,
he answers, by their value. Thus then the
measure of value is utility, and the measure

of utility is value,

M. Say, in speaking of the excellences and
imperfections of the great work of. Adam
Smith, imputes to him, as an error, that “ he
attributes to the labour of man alone ‘the
power of producing value. A more correct
analysis shews us that value is owing to the
action of labour, or rather the industry: of
man, combined with the action of those agents

~ which nature supplies, and with that of capi-
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fgl. His ignoragce of this principle prevented
.1_1151 from establishing the true thebry of the
intluence of machinery in the p; i
: e prod
ichea. yin the production of
. I}l contradiction to the opinion of Adalh
?zllth, M. Say, in the fourth chapter, spe‘aks‘
ofthe valuewhich is given to commodities by
natural agents, such as the sun, the air, the

pressure of the atmosphere &c., which are

SO . . 2 )
1(Iilet1mes substituted for the labour of man
and < L e .
ld sometimes concur with him in producing. *

¥ e . o :. ' )

o ;i‘he first man who knew how to soften metals by'ﬁre

- 1]1tod e c; eat$ of the value which that process adds to thk;
melted metal. That value is the res; : ’

1e result of the physical actior
fire added to the i oo who. aniled
( mdustry and capital ay
. , , -of those w i
themselves of this knowledge.” ‘ rhe il
< Fron ; ; ag | L
. Fr:n;l this error Smith has drawn this false result, that the

a 1 ent '

: ue of a I?roductlons represents the recent or' former labouy
of m ) , ' ] .

‘ an; Ot] Zzn] Zt/ze) words, that riches are nothing else but
ccumulated labour ; from whi '
which, by. a second
. / ’ : consequence
egzltally J"alse, labour is the sole measure of riches orqqf t/z;
v . . A . - = ?

a u? Aof pr odu.ctzons.””" The inferences with which M. Sa
concludes are his own, and not Dr. Smith’s ; they aré corregt };'
l . . . - 1
Aoddlstmctlon be made between value and riches: hut thougl

a fon b . ! : 1
1m Smlth? who defined riches to consist in the abundance c’of'

nnece ies, ) 1 j S C
! ssarlgs, conveniences, and €njoyments of h uman life \VOlﬂd.
et . > V]

* Chap. iv, p, 51.

R
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But these natural agents, though they add
greatly to value inuse, never add exchangeable
value, of which M. Say is speaking, toa com-
modity : as soon as by the aid of machinery,
or by the knowledge of natural philosophy,
you oblige natural agents to do the work
which was before done by man, the exchange-
able value of such work falls accordmgly
If ten men turned a corn mill, and it be dis-
covered that by the assistance of wind, or of
water, the labour of these ten men may be
spared, . the flour, which is the produce of the
work performed by the mill, would 1mme-
diately fall in value, in proportion to the
quantity of labour saved; and the society
would be richer by the commodities which
the labour of the ten men could produce, the
funds destined for their maintenance being in
no degree impaired.

- M. Say accuses Dr. Smith of having over-
looked the value which is given to commodi-
ties by natural agents, and by machinery, be-

have allowed that machines and natural agents might very
greatly add to the riches of a country, he would not haVe'
allowed that they add any thing to value in exchange.
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vause he considered that the value of all things
was derived from the labour of man; but it
does not appear to me, that this charge is
made out; for Adam Smith no where under-
values the services which these natural agents
and machinery perform for us, but he very
Justly distinguishes the nature of the value
which they add to commodities—they are ser-
viceable to us, by increasing the abundance
of productions, by making men richer, by
adding to value in use; but as they per form

their work gratmtously as nothing is paid

for the use of air, of heat, and of water, the
assistance which they afford us, adds nothing
to value in exchange. In the first chapter of
the second book, M. Say himself gives a simi-
lar statement of value, for hesays that « uti-
lity is the foundation of value, that commo-
dities are only desirable, because they are in
some way useful, but that their value depénds
not on their utility, not on the degree in
which they are desired, but on the quantlty
of labour necessary to procure them.” ¢ 'The
utility of a commodity thus understood,
makes it an object of man’s desire, makes him
wish for it, and establishes a demand for it.

When' to obtain a thing, it is sufficient “to
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~desire it, it may be considered as an article
of natural wealth, given to man in an un-

limited quantity, and which he enjoys, with- .

out purchasing it by any sacrifice; such are
the air, water, the light of the sun. -If he
obtained in this manner all the objects of his
wants and desires, he would be infinitely
rich: he would be in want of nothing. DBut
unfortunately this is not the case ; the greater
part of the things which .are convenient and
~ agreeable to him, as well as those which are
~ indispensably necessary in the social state, for
which man seems to be specifically formed,
are not given to him gratuitously ; they could
only exist by the exertion of certain labour,
the employment of a certain capital, and, in
many cases, by the use of land. These are
obstacles in the way of gratuitous enjoyment;
obstacles from which result a real expense of
production ; because we are obliged to pay
for the assistance of these agents of produc-
tion.” ¢ It is only when this utility has thus
been communicated to a thing .(viz. by in-
dustry, capital, and land,) that it is a pro-
duction, and that it has a value. 1t is its uti-
lity which is the foundation of the demand
for it, dut the sacrifices, and the charges neces-

T T
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sary to obtain it, or in other words, its price, B

limits the extent of this demand.” ‘

The confusion which arises from confound-
ing the terms “value” and ¢ riches” will best
be seen in the following passages.®* His pupil
observes: “ You have said, besides, that the
riches of a society were compdsed of the sum
total of the values which it‘possessed'; 1t ap-
pears to'me to follow, that the fall of one pro-
duction, of stockings for example, by diminish-

ing the sum total of the value belonging to the

society, diminishes the mass of its riches;” to
which the following answer is given: “ the
sum of the society’s riches will not fall on
that account. Two pair of stockings are '1)1;05
duced instead of one; and two pair at three
francs, are equally valuable with one pair at
six francs. The income of the society re-
mains the same, because the manufacturer has
gained-as much on two pair at three francs,
as he gained on one pair at six francs.” Thus
far M. Say, though incorrect, is at least con-
sistent. If value be the measure of riches;
the society is equally rich, because the value

* M. Say, Catechisme & Economie Politique, p. 99.
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“of all its commodities is the same as before..
But now for his inference. “ But when the
income remains-the same, and productions fall
in price, the society is really enriched. If the
same fall took place in all commodities at the
same time, which is not absolutely 1mpossi-
ble, the somety by procunng at half their
former price, all the objects of its consump-
tion, without having lost any portion of its
income, _Would really be twice as rich as be-
fore, and could purchase twice the quantlty
of goods.”

In the first passage we are told, that if

_every thi'ng fell to half its value, from abun-
dance, the society would be equally rich, be-

cause there would be double the quantity of
commodities at half their former value, or in

other words, there would be the same value.

But in the last passage we are informed, that
by doubling the quantity of commodities, al-
though the value of each commodity-should
be dlmlmshed one half, and therefore the
value of all the commodities together be pre-
cisely the same as before, yet the society
would be twice as rich as before.
case riches are estimated by the amount of

In the first-

ke St ot A et ol
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value: in the second, they are estimated by
the abundance of commodities contributing
to human enjoyments. M. Say further says,

“ that a man is infinitely rich without valua-.

bles, if he can for nothing obtain all the ob-
jects he desires; yet in another place we are
told, ¢ that riches consist, not in the product
itself, for it is not riches if it have not Value,
but in its value.” Vol. ii. p. 2.




'CHAPTER XIX.

EFFECTS OF ACCUMULATION ON. PROFITS'AND
INTEREST.

From the account which has been given of

the profits of stock, it will appear, that no -

accumulation of capital will permanently
lower profits, unless there be some perma-
nent cause for the rise of wages. If the funds
for the maintenance of labour were doubled,
trebled, or quadrupled, there would not long
be any difficulty in procuring the requisite
number of hands, to be employed by those
funds; but owing to the increasing difliculty
of making constant additions to the food of
the country, funds of the same value would

probably not maintain the swme.ﬂuantlty of
labour. If the necessaries of the workman
could be constantly increased with the same
facility, there could be no permanent altera-
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tion in the rate of profits or wages, to what-
ever amount capital might be accumulated,
Adam Smith, however, uniformly asciibes the
fall of profits to accumulation. of capital, and
to the .competition which will result from it;
without ever adverting to the increasing diffi-
culty of providing food for the additional
number of labourers which the additional ca:
pital will employ. ¢ The increase of stock
he says, which raises wages, tends to. lower
profit. ~ When the stocks of many rich mer-
chants are turned into the same trade, their
mutual competition naturally tends to lower
its profit; and.when there is-a like increase
of stock in-all the different ‘trades carried on
1n the same society, - the same competition

must produce the same effect in all.” Adam'

Smith speaks here of a rise of wages, but it is
of a temporary rise, ploceedmg from 1 Increas-
ed funds before the pepulatlon 1S increas-
ed ; and he does not appear to see, that at the
same time that capital is increased, the work
to be effected by capital, is 1ncleased n the'

same ploportlon M. Say has however most_
qatlsfactouly shewn, that there is no amount

of capital which may not be employed in-a

country, because demand is only limited: by

———y—
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production. No man produces, but with a
view to consume or sell, and he never sells,
but with an intention to purchase some other
commodity, which may be immediately use-
ful to him, or which may contribute to future
production. By producing, then, he neces-
sarily becomes either the consumer of his own
goods, or the purchaser and consumer of the
goods of some other person. It is not to be
supposed that he should, for anyle,ngth of
time, be ill-informed of the commodities which
he can most advantageously produce, to at-
tain the object which he has in view, namely,
the possession of other goods; and therefore
it i1s not probable that he will continually
produce a commodity for which there is no
demand.*

# Adam Smith speaks of Holland, as affording an instance
of :the fall of profits from the accumulation of capital, and
from every employment being consequently overcharged. “The
Government there borrow at 2 per cent., and- private people
of good crgdit, at 3 per cent.” But it should be remembered,

that Holland was obliged to import almost all the corn which
she consumed, and by imposing heavy taxes on the neces-
saries of the labourer, she further raised the wages of labour.’
These facts will sufficiently account for the low rate of pro-

fits and interest in Holland.
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* There cannot thenbe: accumulated - ih 4
country. any’amount of ’ea"pital? which cannot
be; employed:productively; until wages rise so
high in’ consequence: of the rise of necessaries;
and so: little consequently remains for the: pro-
fits:of stock, that the motive for accumulation
ceases.®.. Wliile the profits of stock are high,

men  will have a motive to accumulate,

Whilst.a.man has any wished-for gratification

unsupplied he ' will have a demand for’ more

comiodities; 'and it will'be an effectual de-

mand while he'has any new value to offer in

exchange for them. If ttéh’_ythd}usand, pdiliﬂS

Wc‘arevi giV'Qll.f?-'j:o a man- having. 100,000/ “per

annum, he would not lock'it iap in a chest,

but would cither: increase bis expensos. by

10,0015 cmploy it himself productively; o

lend it to some other person for that purpose,
i'n""e.aither‘-’ -case; "demand’ would be iincréased,";
although- it ‘would be" for “different 'objects,

FHE R A 08 B Lo S N L T SRR e
s the following quite consistent with ;M.fSay.’s principle ?
i :The more disposable capitals are abundant in. propo‘rtic')i)f to |
?be‘, extent of .employment for them; the more will the rate of
Interest on-loans; of, capital fall”—Vol. ii. p..108.; If . ca pital
to;any extent. can, be employed -by;‘ga,,co_untry; how: can it be

gaid, to, be' abundant compared with' the extent of rémployment

T
3
,
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If he!increased . his r'e'xpehses“, his effectual
demand might probably be for buildings; fur-
niture, or some: such-enjoyment. . If he em-
ployed his 10,000L productively, his effectual
demand would be for food, clothing,-and
raw material, which might set new labourers
to work ; but still it would be'demand.* - -

(1% ‘Adam - Smith says; that. © When the ‘produce’ of: any par-
ticular_branch of industry exceeds; ‘what -the démangi;;of_,the
country. requires, the surplus must be sent abroad, and ex-
;:‘l‘iziﬁgé‘d.for’ s,o{n'e’thiﬁg‘ifpr. which there 1s a dgmg:nd at 'hohxx}g:.
Without such éx«llfo"’rtatz'on’d pd{‘t “of the pf‘bdz{ctive" Zabgur qf
the’ ‘country must cease,-and the value of “its'annual produce
diminish: ~The land-and labour. of great Britain. produce ge-
ne_rz;lly. more corn, zwi?ollens,, and hard_wa‘re,:thanf the demand of
thehome market Tequires. ~ The surplus part of 1them, thex:i::-
fore, ‘must besent abr,(_)a‘d,.: éndexchangedfor somethmg for
\hich tliere is a'demand at home. * It is ‘only by ‘means of
such exportation, that this surplus ¢an acquire ' value sufficient
to. compensate the labour and: expense of producing:it.”: One
would: be led to think by the above passage, that Adam, Smith
concluded we were under some necessity of producing a surplus
6f corn, woollen goods, and hardware, and that’ the W(i:z{pifa_l
which: produced them could not be otherwise :étilployed,-f" It
is, however, always a matter- of choice in’ what way a capitql
shall' be. employed; and therefore there can’ never, for any
length of:time, be ‘a surplus of -any commodity ; for if there
were, it-would fall below its natural price, and capital wvbuld
be.removed to some more profitable employment. No writer

has more satisfactorily and, ably shewn than Dr. Smith, the

403

Produqtions -are' always “bought - by - pro;
ducﬁonséﬁ ‘money is: ‘only: the medium by
Whié'h'f -th’é exchan ge is.effected. . Too: much
ofa particular commodity may ‘be produced,
of .‘Whic~h:fthe1'ev may be such a glut in the
mar.ket, as‘not to-repay the capital expended
on it; but-this cannot be the case with re-
spect to all commodities; the demand for
corn 1s:limited by the mouths which. are to
eat it, for- shoes -and coats by the persons
‘:ﬂthO‘ are to.wear them :; but though a commu-
nity, or a part of a community, may have as
.m!.Jch corn, and as many hats and shoes, as
¥t-“ISf ab.leﬁ or may wish to cdnsdnie, the same
cannot be said of every commodity produced
by nature or-by art. .Some would cohsime
more wine, if they had the ability to procure it,
.Others/ havin g enough of ‘wine; wo uld wish to .
Increase the quantity or improve the quality of
th!el‘r’f'urnitu re.  Others might wish to orna-
ment their grounds, or to enlarge their houses.
The wish-to do all or some of these is implanted

tendency of capital to move from employments in which tf;e.:

%QQdSARf?Fh!Qed do not repay by their price the whole ex-
penses, mcluding the ordinary . p wcing  an

e Y rofits, ‘of>p:rodlyic'ing'"a'ud
b”ﬂgmg them to market. . o R A

't Seegl('lbap. 10, Book-I. "’ SIS

2 D2
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in every man’s breast; tiothing is required but
the means;.and nothing can afford-the means,
but dn increase of production. - If I had food.
and riecessaries at my disposal;: I shiould not.
‘be' long-in want: of workmen who would
put-me in possession of some of the objects
wmost useful or most desirable to me.;.: -0 ¢

. Whether  these increased -productions, and
the consequent ‘demand ’which tliey.occasion,
shall : or - shall -.not - lower  profits,: depends
solely: on the rise of:wages; and -the rise of
‘wages; excepting. for a limited period, on.the
facility .of producng the food.and neeessaries
of thé.labourer. 1say excepting for.a limited
. period;;because No: poirit is better; established;
thian that the supply of labourers will always
ultimately be-in proportion to the means of
supporting them. .o T T
S I T N S
- There is: only one case,” and -that will be
temporary, in.which the accurnulation of capi-
tal with a low price of food may be attended
witha fall of profits; and that is, when'the
funds'for the maintenance of” labour iricrease
‘much more rapidly than population ;—wages
will then be high, and proﬁt‘s’low. If every
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"17;13.1.1‘- were to forego the use - of :luxuries, and
.l?‘e 1ptent only on accu‘mulation';a;,quantity
of ‘necessaries might-be produced,for ‘which
‘«t.here' could not be any immediate : consunip-
tion. - Of commodities so limited in number
| th_erei might undoubtedly be an universal glut"
and.consequently there might neither be de:
rpand for an additional quantity of such com-
.mo.ditie‘s,- nor profits on the employment’ of
more . capital. If men ceased to.consume
thgy would cease to produce... This adm‘is'siori
does not impugn the ge'neralf\principle. In
sgch»a country as England, for jexample,‘, it is
-dlfﬁ.CU,l.t to suppose that there can be any dis-
position to devote the whole capital 'and
labour of the country to the production.of
necessaries only, S

When merchants engage their capita‘ls}‘iﬁ

foreign trade, or in the carrying trade, it is al-
‘ways from choice, and never from necessity :

it is ,because in that trade their profits will be
somewhat greater than in the home trade. -

N f;’&dam Smith has justly obs‘érvé,d‘-v « thatthe
desire of food is limited in every man by the
narrow capacity of the human stomach, but

| t_ﬂhe desire of the conveniences and ornaments
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of ‘building, :dress, ‘equipage, and household
furniture, seems ‘to have no liinit or certain
boundary.” -~ Nature then has necessarily li-
mited the amount of capital which can at

any one time- be ‘profitably. engaged in agri-
~ culture, but she has placed no limits to' the
amount of ‘capital that may be employed in
procuring “the conveniences and ornaments”
of life. . To procure these ‘g“la;tiﬁcati'oﬁs in
the greatest abundance is the object in view,
and it is only because foreign trade, or the
carrying trade, will accomplish it better, that
men engage in them, in preference to manu-
facturing-'the commodities required, or a
‘substitute for them, at home. - If, however,
"from  peculiar circumstances, we ‘were pre-
cluded from engaging capital in foreign trade,

or in the carrying trade, we should, though

with less advantage, employ it at home; and

while there is no limit to the desire of « con-

veniences, ornaments of building, dress, equi-
page, and household furniture,” there can be
no limit to the capital that may he-employed
in procuung them, except that which bounds
our: power to mamtaln the WOlkmen Who are
to produce them | |

Adamﬁ Smith however, speaks of the earry-

: -:mﬂ}wi pipars
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ing't_rade as ‘one not of choice, but of neces-
sity ;-.as if ‘the capitalengaged ‘in it would
be inert if not so employed, as if the capital'in

the home trade could overflow, if not confined

to a limited amount. ‘He says; “ when the
capital stock of any country is increased to
such a degree, that it cannot be qll emplo yed in
supplying the consumption, apd suppor tzng the
productive labour of that particular country, the
surplus part of it naturally disgorges itself into
the carrying trade, and is employed in- p_el-
forming the same offices to other countries.”

¢ About ninety-six thousand hogsheads of
tobacco are annually purchased with a.part
of the surplus produce of . British industry.
But the demand of Great Britain does not
require, perhaps, more than fourteen thou-
sand. If the remajning eighty-two thousand,
therefore, could not be sent abroad and ea-
changed for something more in demand at home,
the importation of them would cease imme-
diately, and with it the productive labour of all
the inhabitants of Great Britain, who are at-pre-
sent employed in preparing the goods with which
these eighty-two thousand hogsheads are annually
purchased,” - But could not this:partion of the

T
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productlve labour of “Great Britain.be em-;

ployed in preparing some other sort of goods,.
with ‘which ' something ‘more in demand at,
home mlght be-purchased? And if it could
not, might we :not: employ this productlve
labour, though with less advantage,.in making
those ‘goods’ in demand at home, or at least,

some. substltute for them ? If we wanted vel-,

vets, mlght we not attempt to malke Velvets

and if we -could not succeed, might we not'

make more cloth or some other obJect de~
sirable to us ? | ‘

. We manufacture commodities, and- with .

them buy goods abroad, because we can ob-
tain a-greater. quantity than we. could -make
at home. Deprive us of this trade, and we im-
mediately manuofacture again for ourselves.
But this opinion of Adam Smith is at variance
with all his general doctrines on this subject.
“ If a foreign country can supply us with .a
commodity cheaper than we ourselves can
make it, better buy it of them with some part
of the produce of our own industry, employ-
ed in'a way in-which we have some advantage.,
The general industry Qf the country being always.

i proporéion to the capital which employs it;
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- will'not thereby be diminished, but . ‘only left

to‘find out the way in which' it ‘can: be em-
ployed Wlth the greatest advantage '

Agaln “ Those therefme who have the
command of more-food than'they themselves

‘can consume, are always willing to exchange

the surplus,‘ or, what is the same thing, the
price of it, for gratifications of another: kind;

What is over and above satisfying the limited

desire, ‘is given for the amusement. of- those
desires ' which cannot be satisfied, but seem
to be altogether endless. - The poor, in'order
to obtain food,. éxert themselves to gratify
those fancies of -the rich; and. to- obtain it
more certainly, they vie with one-another:in
the cheapness and perfection of their work:

The number of workmen increases withithe
increasing ‘quantity of food, or with the grows
ing improvement and cultivation of the lands;

and as the nature of their business admits. of
the utmost subdivisions of labours, the quan-
tity of materials which they can work up in«
creases in a much greater. .proportion ‘than
their numbers. : Hence arises a demand: for
every sort of material which human invention
can employ, either usefully or ornamentally,

e e
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in! building, dress, equipage, or household
~ furniture’; for: the fossils and minerals; .con:
tained in. the bowels  of. the earth, the pre-
clous metals, and the precious stones

Adam Smlth has Justly obselved that it s
extremely difficult to determine. the rate of
the profits of stock.; “ Profit is so fluctuating,
that even-in a particular trade, and:much
more ‘in trades in general it would be diffi-
cult to state the aver age rate of it. To judge

" of what 'it. may have been formerly, or in

remote periods of time, with any degree of pre-
cision, must be altogether impossible.” " Yet
since. it: is- evident that much will be given

for: the use of money, when much can be

made by it, he suggests, that “the marketrate
of interest will lead us to form some notion
of the rate of profits, and the history of the
progress of interest afford us that of the pro-
gress of profits.” Undoubtedly if the market
rate -of interest could be accurately known
~ for any considerable period, we should have
a tolerably correct criterion, by ‘which to
estimate the progress of  profits. - |

.- 'But in all countries, from mistaken notions

v s s oo i - . -
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of pohcy, the state has interfered to: prevent 2
fair and free market'rate of interest, by i impos:
ing heavy and ruinous penalties on‘all those
who shall take more than the rate fixed by law:
Tnall COUHtI‘leS probably theselaws are evaded,
but records give us- little' information:on this
head, and point.out rather the legal and fixed
rate, than the market rate of interest. Duung
the present war, exchequer: and navy bills
have frequently been at so-high a discount, as
to afford the purchasers of them 7, 8 per cent;

or a greater rate of interest for their money:.
Loans have been raised by Government at .
an -interest exceeding 6 per cent., “and- indi-
viduals:have been frequently obliged, by in-
direct means, to pay more than 10 per cent.;

for the interest of money; yet during- this
same period  the 'legal rate of interest has
been uniformly at 5 per cent, Little depen-
dance for information then can be placed on
that which is- the fixed and legal rate.of in-
terest, when we find it may differ so consider-
ably from the market rate. Adam Smitn in-
forms us, thatfrom the 37th of Henry.VIIL.,
to 21st of James L., 10 per cent.. continued
to be the legal rate of interest. Soon - after
the restoration, it was reduced to 6 per cent.;
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and by the12th ‘of Anne;:to 5-pericent. ~ He
thinks the legal rate ;followed,; and- did not
precede the market rate of interest. Before
the American War, Government borrowed at
3. per: cent., and the people. of credit-in the
capital, and in many other parts of the. kmg—
dom at 32, A, and 4z pe1 cent. L

The rate of 1nte1 est though ultlmately and
‘permanently governed by the rate of profit,
is. however subject to temporary variations
from other causes. With every fluctuation
in the. quantity and value of money, the
prices of commodities naturally vary. They
vary also, as we have already shewn, from the
alteration in the proportion of supply to de-
mand, although there should not be elthel,
greater. facility or difficulty of production.
When the market prices of goods. fall from
an abundant supply, from a diminished. de-
mand, or from a rise in the value of money,
a manufacturer naturally accumulates an un-
usual quantity of finished goods, being un-
willing to sell them at very depressed prices,
To meet. his ordinary payments, for which
he used to depend. on the sale of his goods,

he now endeavours to borrow on credit, and
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is  ofteri- obliged 'to” give an increased  rate:
'This: however is ‘but:of tempo-

of interest. -
rary duration:; for either-the manufacturer’s
expectations: were' well grounded;:and:the
market price of his:commodities rises,  or-he
discovers -that there-is a- pérmanently dimi-
nished demand, "and lie no longer’resists-the
course of affairs" ‘prices fall, 'and .money and
interest regain their -real value. - If by the
discovery of a'new mine,: by the' abuses.of
bankmg, or by any-other cause, the quantity.

of: money be:greatly.increased, its ultimate

effect is to raise the prices of commodities in

proportion to the increased quantity of money:;-

but'there is probably always‘an interval, dur-
ing which some eﬁ"ect 18 pr oduced on the rate
of- lnterest EREPRE PO |

D I S S

'The price of funded property - is: not “a

’steady criterion’ by which to-judge :of the
Tate of inter est.. In time: of war; 'the stock
fmarket is so loaded by the -continual:loans

of: /Govemment that the price of.stock has
niot time to settle at its fairlevel before a new
operatlon .of funding ‘takes :place, ‘or - it. is
affected : by antlclpatmn of .political. events:
In time ' of peace; :on the:contrary, ‘the ope+

|
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rations. .of-the smklng fund; the unwﬂhng-
ness, “which a ‘par ticular- Cl&SSi of persons. feel
to, divert . their funds..to .any other, employ-
ment than that:to;which they have been acs
~ customed, which they: think “secure, and.in
which their dividends:are paid with the ut-
most ‘regularity,’ elevates-the price of stock,
and: consequently -depresses the rate.of. inte-
rest on thesesecurities -below:-the general
market ‘rate..: It is:observable too, that for
different securities, (Government. pays: very
different rates of interest. "' Whilst 100/. capi-
tal in: 5 per: cent. stock ‘is:selling; for 95,
an‘;?:eXChequer ‘bill - of 1007, will be -some-
times. selling for 100/. 5s., for which exchequer
bill, no more interest will be annually - paid
than 4/. 11s. 3d.: one of these securities pays
to a purchaser at the above prices, an interest
of more’ than. 5§ per cent., the other but
little more than 4%; a certain ~quantity of
these exchequer, bills is required - as a safe
and- marketable investment for. bankers,;. if
they. were increased much beyond this :de-
mand, - they would probably be.-as. much de-
premated as the 5 per cent., stock. ; A stock
paying 3. per cent. per annum Wlll always
sell at'a proportionally gl_eater; price.- than
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stock paymg 5 per cent., for the capltal debt of
nelthel can be’ discliar ged but at par, or '1004

money for 1001 stock _The 'market rate of
interest may. fall to. 4 per cent., and Govern n-
ment would: then" pay-the: holder of 5. per:-cent.

stock at pal, unless he consented to take 4
unde1 5 pe1 cent they Would have no advan—
tage from so paying.the:holder of 3: per cent.

stock, “till" the " market ‘rate of" interest had
fdllen below 3 per cent per annum To pay
of money are. Wlthdrawn h om c1rcula,t10n foux
times in the year ‘for a few days. ‘These: de-
mands for money being only tempot‘afﬁ
seldom affect prices; they are generally sur-
mounted by the payment of a large rate of
interest. *

[Ny

# ¢« All kinds of public loans,” observes M. Say, “are at-
tended with the inconvenience of withdrawing capital, or por-

‘tions of capital, from productive employments, to devote

them to consumption; and when they take place in a country,
the Government of which does not inspire much confidence,

“they have the further inconvenience of raising the interest of

capital. Who would lend at 5 per cent. per annum to agri-
culture, to manufacturers, and to commerce, when a borrower
may be found ready to pay aninterest of 7 or 8 per cent.?
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That._sort of:income, which is called profit of stock, would:
rise: then at. the expense of the consumer. . Consumption
woul{d‘_ be reduced by },tl}n’e..rise in 'ltlhe’pri‘ce_ of pr‘o.dujce; and
the other brddubﬁve services would be less in demand, less well
paid. The whole nation, capitalists excepted, wotld’be the suf-
ferers from such a state of things.” To the question: * who
would lfénd}t{no'ney to farmers,. _maﬁufgcturgrg,, and merchants,
"at 5 per-cent. per a,nn,_.um»,‘ when 'épot‘her borrower havmg
little credit, would give 7 or 8" I reply, that every prudent
and reasonable man’ would. ' Because the rate of interest is 7
.or:8 per. cent. there where the lender. runs Aextraordiné’ry risk,
is, this any reason that it should be equally high in those places
where they are secured from such risks? M. Say allows, that
the rate of inferest depends on the rate of profits; but it does
ot therefore follow, that the rate of profits depends on the
 rate of’ interest. One is the’ cause, the other the effect, and
it is. impossible for.any circumstances to make them change ~

places‘ [E A H

P o d
D

 CHAPTER XX.

————

BOUNTIES. ON EXPORTATION, »_‘AN‘D.APIR-OHIBI-\'. .

TIONS OF IMPORTATION.

A BoUNTY on the exportation: of corn:tends

to lower its price to the foreign’ consumer,

but it has no:permanent effect on'its price in

the home market, -

- Duppose- that to -afford the usual . and

shouldin England be 4l per quarter; it coul
?1otfi;he11 be exported to forei gn Couxifr’iés where
it so]d_for 3L 15s. per quartér. Butifa bount

f’f 10s. per quarter were given on exp'ort'atidhy’
1t could be sold in the foreign market at 31?‘
10s., ?.nd consequently the same pi‘Oﬁt-WbuIci
be afforded to the corn grower,’?whéthér *hé

sold it at'3/ 10s. in' the foreign, or at 4/, in the

home market,
2L

general’ profits of stock, the price of corn
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A bounty then, which shoulc.l lower t}le
price of British corn in the foreign (:f)untly,
‘below the cost of producing corn in tha(;:
country, would naturally extend the demafl} ‘
for British, and diminish the demand 01‘
their own corrr. This extension f)f c.iemapd f‘01'_
British corn could not fail to raiseits price fos

a time in the home market, and during that |

time to prevent also its falling so 10W idn the
foreign market as the bounty l?as a tendency
to effect. But the causes which Wou.ld thu's
operate on the market price of corn in En%«
‘land would produce no effect whatever on its

natural price, on its real cost of production..

To grow corn would neither require mor.(}
labour nor more capital, and, consequently, 1
the profits of’ the farmer’s stock Werefbetflmes
only equal to the profits of .the;s'toc._k 05 othe
v—tféde‘rs,‘ they will, after the rise of price, be con-

‘siderably above them. By raisin g the profits of

the farmer’s stock, the bounty Willl 0 perg’;e ?S aﬁ
erllic‘o‘uragement to agriculture, and capital wi
be Wiﬂldrawn from manufactures to be glrcn-
i)lbyedOntheland, till theenlarged d.elrnam‘1 or
_tb\é-‘fore‘igp’ market has bee.n \sup.phed, ;:fleré
the price of corn will again fall in the hom
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market to its natural and necessary price,
and profits will be again at their ordinary
aud accustomed level. The increased sup-
ply of grain operating on the foreign market,
will also lower its price in the country to
which it is exported, and will thereby restrict
the profits of the exporter to the lowest rate
‘at-which he can afford to trade.

- The ultimate effect then of a bounty on
the exportation of corn, is not to raise or to
-lower the price in the home market, but to
lower the price of corn to the foreign con-
sumer—to the whole extent of the bounty, if
the price of corn had not before been lower
in the foreign, than in the home market—
and in a less degree, if the price in the home
had been above the price

in the forei gn
market.

A writer in the fifth vol. of the Edinburgh
Review on the subject of a bounty on the ex-
portation of corn, has very clearly pointed
out its effects on the foreign and home
demand. He has also Justly remarked, that
it would not fail to give enc

ouragement to
2E2 .
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agriculture in the exporting; C(')untry.; b-ut»'he-"
appears  to.have: im-bibedtltl‘e common,e_rror-i |
which has misled Dr. Smith;: and' I fb_ghev‘e N
most other writers on this subject. HQ; sup- |
poses,’ because ‘the price of: corn :-U{tl’m?lt(il,y; j;
r‘e§ul:ites wages, ‘that: the’refor‘e‘,}t W1H 'resgl;\Ilj-
late the price of -all other 0011.11'110'(11'1116'&.' fe |
says that the bounty; « by raising the pro lti . i‘
of farming, will operate as an en'courageme:n ,
to hué.ba:ndry ; by raising the price ot." corn to
the. eonsumers at home, it VVi‘H; dum.nlsh fpr B
the time their power (')f'pilrehasigg'thls necés-
sary. of life, and thus abridg‘ethen: ;‘eal Wealt}:x. o
1t is' evident, however, -that this last effec‘tﬂ -
must be temporary : the wag.esh-of : thg lal?'ou- |
rin"g.,‘c'onSUmers‘had;been ad] us,tefl Peforg bﬁ
competition, and the.same-. Pngaple Wi |
adjust them again-to the samerate, by ra}szng |
the money price of labour,- and, tk?:ough;—t a.t,.: "
of other commodities, to the money price of COT-?Ii
The bounty upon exportation, .there'fore,. will
ultimately raise the money price of C_OPIT:IH,
the. hbome market ; not-directly, llowevgr,f-but |
through the medium of an extended demandﬁ
in the foreign market, and a consequent~ .
enhancement of the real price at home :-and
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thisrise of the money price, when it has: once been
cmmmzicgted to other. éonnnoditz’_es,zeﬁll of course
~ become fived.” S
~ .. If, - however, .1 have:succeeded in shewing
that it is not. the rise in.the money. wages of
labour which raises the price of commodities,
but that such rise always affects profits, it will
~ follow.that the, ‘pl*ices, of commodities would
‘not rise in consequence.of a bounty.

But.a temporary rise in the price of corn,

. produced.. by an. increased . demand .. from

abroad, would have no effect on.the money
price.of wages. . The rise.of corn 1s.0ccasion-

| ed. by a ..competition fdl‘ that fsup'p]y which

‘was before exclusively appropriated to . the
home market. = By raising. profits, additional
capital is employed.in agriculture, and. the

N increased . su pply is obtained ;. but. till"_ it. be

-obtained,. the high price is absolutely neces-

- sary.to proportion the consumption to the

supply, which would be counteracted by a
rise of wages. The rise of corn is the conse-
quence -of its scarcity, and is the means by
which the demand of the home purchasers is
diminished. .. If wages were. incre_’a'se.d,v' the
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.competition would increase, al}d a flir_ther
rise of the price of corn would becomc.necesf
sary. In this account of the effects of a
bounty, nothing has been supposed to occur
to raise the natural price of corn, by Whl.ch its
market price 1s ultimately'goverr?efi‘;‘ for it has
not been supposed that any addlt}onajl labour
would be required on the land to -insure a
given production, and this: alon.e rcan'ralslei
natural price. If the natural. price of. clot

were 20s. per yard, a great icrease in the
foreign demand might raise., the price to 2.\53.,
or more, but the profits which wo.uld then‘ ‘be
" made by the clothier would not fail to attract
capital in that direction, and although the;
demand should be doubled, tr.ebled, Qr quad-
rupled, the supply \vould‘ultlmat(?lzl\r.be ob-
tained, and  cloth would falll to its jr}atural
price of 20s. So in the supply of corn, al(;
though we should export 2, 3,"(.)1'4-”80,0,0?j

quarters, annually, it -WOU_ld ultm;late.ly be
produced at its natural price, .WhICh never
variés" unless a different. qual.fltlty of labour
‘becomes necessary to production. . -

Perhaps in no part of Adam Smi.th’-s juStly
celebrated work are his conclusions :more
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liable  to -objection, than in the chapter’ on

bounties. In the first place, he speaks of

corn as of a commodity of which the pro-
duction cannot ‘be increased in consequence
of a bounty on exportation; he supposes
invariably that it acts only on the quantity
actually produced, and is no stimulus to
further production, ¢« In years of plenty,”
“he says, “by occasioning an extraordinary
exportation, it necessarily keeps up the price
of corn in the home market above what it
would naturally fall to. In years of scarcity,
though the bounty is frequently suspended,
yet the great exportation which it occasions

in years of plenty, must frequently hinder,
more or less, the plenty of one year from -

relieving the scarcity of another. Both in the
years of plenty and in years of scarcity, there-
fore, the bounty necessarily tends to raise the
money price of corn somewhat higher than it
otherwise would be in the home market.”#

® Inanother.place he says, that “ whatever extension of the
foreign market can be occasioned by the bounty, must, in
every 'particular year, be altogether at the expense of the
home market; as every bushel of corn which is exported hy
means of the bounty, and which would not haye heen exported
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.>Adam Smith appears to” have ‘beenfully
‘aware, that. the:correctness of his argument

entirely‘ depended~‘on‘ffthe fact, whether:the
- increase = of .the ‘money price of corn, by
rendermg that commodity: more proﬁtable to
the farmer,- wouldinot : necessarlly encourage
1ts productlon | ' |

t

without the. bounty,” would have remained in the home market

to increase- the consumption, and to lower the price of that

commodxty The corn bounty, it is to be observed, as well as
every other bounty upon exportation, imposes t\\o different
taxes upoun the people; first; the tax, which they are obliged to
acontrlbute, in order to' pay the bounty ; and, secondly, :the tax
which: arises from the advanced price of the commodity in the
. home market, and which, as the whole hody of the people are
purchasels of corn, must in this parucular commodlty be pald
by thé whole’ body of the ‘people. . In this particular commo-
dxty, therefore, this second tax is by much’ the heaviest.of* the
two.”:- ¢ For every five shillings, therefore, which they contri-
‘bute to the . payment of - the first.tax, they must. contnbute six
pounds four shillings to the payment of the second.” ¢ The
éxtraordinary exportation of corn, therefore, occasioned by the
bounty, not only in every particular year diminishes the home,
just as much as it extends the foreign market and consumption,
‘but; by restraining the: populaticn and mdustry-of the: country,
. its final'tendency is to stunt and restrain’the gradual-extension
‘of- the home market;.and - thereby, in the long run; rather to
: dlmmxsh than to augment the whole market and consumptxon

of corn.”
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.~ I answer,” ‘he says, that this mlght be

‘the case, if the effect of the. bounty was.to

raise the real price: of corn, or to enable the
farmer, with an equal quantity of it, to main-
tain a greater number of labourers in"the

- same manner, whether liberal, moderate, or
“scanty, - as' other  labourers are: :commonly
-~ maintained in his neighbourhood.” : ..

~ If'inothing were consumed by the labourer
but corn, and if the.portion ‘which he re-

" ceived, was the:very 'lowest ‘which his sus-
~tenance 1eqmred there'might-be some: ground
for supposing that' the quantity paid-to the
“labourer could, under no circumstances, - be
" reduced,—but the mori'ey. ‘wages’ of :labour
‘sometimes do not rise "at all,”and never rise

n. prop01tlon to the rise in'the money puce
of" corn, ‘because ‘corn, though an. 1mportant
part, is only a part’of the conqumptlon of the

“labourer. - If half his wages were: expended

on corn, and the other half on soap, candles,

fuel;tea, sugar, clothing," &c., ‘commodities

on.which no rise is supposed to take. pl'aoe,' ‘it
is évident that he would be quite as:well paid

~with-a bushel and a'half of wheat, when.it

was 106s.. a busliel, as he-was with two bushels,

-when the price was " 8s: per bushel; or with
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24s. in money,'y as ‘he was before with 16s.
His wages would rise only 50. per. cent.
though corn rose 100 per cent.,’ and, conse-

quently, there would be sufficient motive to. .

divert more capital to the land, if profits on
other trades continued the same as before.
But such a rise of wages. would also induce
manufacturers to withdraw their capitals
from manufactures, to employ them on the

land; for whilst the farmer increased the |

price ‘of his commodity 100 per cent.,
and his wages only 50 per cent., the ma-
nufacturer would be obliged also to raise
wages 50 per cent., whilst he had no com-
pensation whatever, in the rise of his ma-

nufactured commodity, for this increased

charge of production; capital would conse-

quently flow from manufactures toagriculture,

till the supply would again lower the price
of corn to 8s. per bushel, and wages to 16s.
per week ; when the manufacturer would ob-
tain the same profits as the farmer, and the
tide of capital would cease to set in either
direction. This is in fact the mode in which
the cultivation of corn is always extended,
‘and the increased wants of the market sup-
plied.  The funds for the maintenance of la-
bour-increase, and wages are raised. The
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comfortable situation of the labourer-induces
him to marry—population increases, and
the demand for corn raises its price relatively
to other things,—moré capital is profitably
employed on agriculture, and continues to
flow towards it, till the supply is equal to
the demand, when the price again falls, and
agricultural and manufacturing ploﬁts are
again brought to a-level.

But whether wages were stationary after
the rise in the price of corn, or advanced
moderately, or enormously, is of no im-
portance to this question, for wages are paid
by the manufacturer as well as by the farmer,
and, therefore, in this respect they must be
equally affected by a rise in the price of corn.
But they are unequally .affected in their pro-
fits, inasmuch as the farmer sells his commo-
dity at an advanced price, while the manufac-
turer sells his for the same price as before. It
is however the inequality of profit, whichisal-
ways the inducement to remove capital from
one employment to another, and therefore
more corn would be produced, and fewer com-

modities manufactured. Manufactures would

not rise, because fewer were manufactured, for




498

a supply of thern Would be-: obtamed 1n ex-
change for the exported. corn, |

A'bounty'“if 'it Traisés the 'pi'ice of ‘corn,
" elthel raises 1t in comp'mson with the price
" of other commcdltles, or it does not. If the
affirmative be true, it is 1mposs1ble to deny
‘the greater profits of the farmer, and ‘the
temptation to the removal of - capital, till .its
~_price is again lowered by an abundant sup-
“j’.ply ‘If it "does not raise it in comparlson
" “with other commodities, where is the injury
" to ‘the home consumer, beyond the incon-
* veénience of paying the tax? " If the manu-
" ',factulel pays a greater price for his corn, he
- is’compensated by the greater price at which
he sells his commodity, with which hlS corn.
is ultlmate]y purchased S L

The | errof | of | Aﬁdam.’ Smith proceeds pre-
~cisely from the same source as that of the
- writer in ‘the Edinbur gh Review; for. they
_both' think « that the money price.of corn
~ regulates that of all other home-made com-

modities.”* . « Jt. regulates,” says Adam

1 % The same opinion s held by M. Say. Vol. ii. p. 335
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Smith, * the money puce of labour, which -

must al“ays be such as to enable the la-
bourer to purchase a’ quantity of corn suffi-
cient to maintain him and his farmly, elther
in the liberal; moderate, or scanty manner, 1n

which' the ‘advancing, statlonaly, or dechn--'_";

ing citcumstances of. the society obhge his

'employels to maintain him.. By legulatmg“

the money price of all the other palts of the

rude produce of land, it regulates t that of the-'

_ materials of almost all manufactures.: By«' )
regulating the money ‘price . of labour, it
regulates that of’ manufacturing art, and in-
dustry; and by regulatlng both, it regulates
that “of the complete manufacture. The
money price of labour, and of every thing. that
o5 the produce either Qf land and labour, must
necessarily rise or fall m p; opor tzon to the money

price of co7 n.’

This' opinion of Adam Smith, I have be-
fme‘attempted to refute.- -In considering:a " )
rise in the puce of commodities as a neces-’j
sary consequence ‘of a rise in the’ puce of
corn, he reasons as though there were no other_ o
fund from which the increased cliarge could
be pald He has wholly- neglected the ¢on-




430

sideration of profits, the diminution of which
forms that fund, without raising the price of
commodities. If this opinion of Dr. Smith
were well founded, profits could never really
fall, whatever accumulation of capital there
might be. If when wages rose, the farmer
could raise the price of his corn, and the clo-
thiér, the hatter, the shoe-maker, and every-
other manufacturer, could also raise ‘the
price of their goods in proportion to the ad-
vance, although estimated in money, they
might be all raised, they would continue to
bear the same value relatively to each other.
Each of these tradés could command the
same quantity as before of the goods of the
others, which, since it is goods, and not money,
which constitute wealth, is the only circum-
stance that could be of importance to them ;
and the whole rise in the price of raw pro-
duce and of goods, would be injurious to no
other persons but to those whose property
consisted of gold and silver, or whose annual
income ‘was paid in a contributed quantity of
those metals, whether in the form of bullion
or of money. Suppose the use of money to be
wholly laid aside, and all trade to be carried
on by barter. Under such circumstances,
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-could corn rise in exchangeable value with

other things? If it could, then it is not true
that the value of corn regulates the value of
all other commodities; for to do that, it should
not- vary in relative value to them. If it
could not, then it must be maintained, that
whether corn be obtained on rich, or on poor
land, with much labour, or with little, with
the aid of machinery, or without, it would
always exchange for an equal quantity of all
other commodities. |

I cannot, however, but remark that, though
Adam Smith’s general doctrines. correspond
with this which I have just quoted, yet in
one part of his work he appears to have given
a correct account of the nature of value.
“ The proportion between the value of gold
and silver, and that of goods of any other
kind, depends in all cases,” he says, ‘“upon
the proportion. between the quantity of labour

which is necessary in. order to bring a certain

quantity of gold and silver to market, and. that
which is necessary to bring thither a certain
quantity of any other sort of goods.” Does he.
not here. fully acknowledge that if any in-
crease takes place in the quantity of labour,




required to bring: one,sdrt of goods to market,
whilst no suchincrease takes place in bringing
another sort thither, those goods will rise in

relative value. If no more labour be requir-

ed to bring cloth and gold to market, they
will not vary'in relative value, but if more
labour be required to bring corn and shoes
“to .market, will not corn _-'an'd,- shdés rise in
value relatively to cloth, and money made of
gold? . o '

Adam Smith again considers that the ef-

fect of the bountyis to cause a partial . de-
gradation in the value of money. <« That

degradation,” says he « in the value of

silvéra which is the effect of the fertility of o

| the mines, and which operates equally, or
Very; nea:rly' équally, through,the greater part

“of the commercial world, is a ‘matter of very

little consequence to any particular country.
The consequent rise of all money prices,
though it does not make those who receive

them really richer, does not make them really:
poorer. A service of p]atei becomes really.
cheaper, and every thing else remains pre-.
cisély’ of t'h;é’j same real value as before.” . This

observation is most. correct.
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N But that degradation in the value of silver,
which being: the: effect either of the ‘peculiar

situation,: or:of the: political ‘institutions of a

particular-country, takes ‘place only in‘that
country,-is':a matter of very great ‘conse-
quence, which, far from tending to make any
body really richer, tends to make every body
really poorer. The rise in ' the money price
of e?,lllcommodities, which is in this ‘_cgtse pe-
cu‘har; to: that ‘country, tends to dis’c_o’ui'age
more or less every sort of “industry ‘which is
C.aI"I‘iéd.fol, within it, and to'enable foreign na-
tions, *by furnishing almost all sorts ‘of goods
tor a'smaller: quantity: of silver than its own
workmen can afford to do, to undersell them,

~ not only in the foreign, but even in the home

lna’r:ket;‘”. Teerteoon, o

I ,.ha_v,e elsewhere attempted to shew that a
partial degradation in the value of ‘money,

.whi!cvh,‘shal,laﬁ'ect both égricultural produce,

a.n_d ‘manufactured commodities,- cannot - pos-

sibly  be ‘permanent. To say that money is

partially degraded, in -this .sense, 1s'to Say

tllg,té- all ;com_moditi.es are at a high price; but-

while, gold and silver are at liberty to mék@

purchases in the: cheapest market, they. will be-
2 F
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exported for the cheaper goods of other coun-

tries, and the reduction of their.quantity will
‘increase- their value at home; :commodities:
will regain their usual level, and those fitted
for foreign markets will be exported"-'aS'he'fore;-

A bounty thelefme cannot I th1nk be ob-
Jeetecl to on thlS ground T
| If then,' a bounty 1aises the ‘price of .corn:
in comparison. .with all. other :things, the:
farmer will be benefited,: and more land will:
be cultivated ; but if the bounty: do not raise:
the value of: corn relatively-to: other: things;
then: no other inconvenience: will attend:: ity
than that of paying. the .bounty ; one which
I neither wish to conceal nor underrate..::

Dr.. Smith states,¢that « hy‘eétab’lishihg
high duties on the importation, ‘and -bounties:

on the exportation ofi corn; the country: gen—V

tlemen seemed. to have:imitated: the conduct:
By the same means:

~of the manufacturers.”
~ both : had endeavoured:to raise the value -of:

their. commodities. ~ « They’did!:not pethap‘si
attend to-the ‘great andressential difference
which naturehas: estabhshed between: corl;;

'l
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and almost ever y other sort 'of goods When

.....

by eithiér' of the above! means, you enable our
manufaotulels to' sell” their' goods’ for some-
what'a better- pllee than they otherwise: could?'
get for them, you' raise not only the nommal |
but the real price of those goods.  You'in-
crease not. only the nominal, but the real
proﬁt ‘the real wealth and revenue of thoge
manufaeturers-——you leally encourage those
manufactures. But when, by the like insti-

tutions, you ralse the nominal or money ‘price

of corn, you do not raise its real value; you—
d not increase the real Wealth of our far mels

oF ‘country gentlemen, you do not encour age
the growth of corn. The " ‘nature of thin gs’
has stamped upon corn a real value, Whlch
cannot ‘be altered by merely altermg its ‘mo-
ney price. Through the world in general;
that value is equal to the quantity of labour
whlch 1t can mamtam

I have alr eady attempted to shew, that the

market pmoe -of corn, would, under an n-
creased- demand ﬁom the effects of a hounty,i
exceed:'its natural ' prlce, till the requisite
additional supply was obtained, and that then

it would again fall'to'its natural price. But
272 |
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the natural price of cornisnot so fixed as the
natmal price of commodities ; “because; with
any.great addlt1ona1 demand: for. corn, land
of: a worse, quahtv must be taken into- cultl-
‘vation, on Whleh ‘more - labour will be re-
quired to pr oduce a given quantity, and the
natural-price; of corn.would be raised. . By a

’ contlnued bounty, therefore, on the exporta-

tion of corn, there would be created a tendency,
to a permanent rise in the puce of corn, and
this, as I haye shewn elseWhe1 e, * never fails to
rajse rent. Country gentlemen then have not

only a tempor a1y but a permanent interest in.

prohlbltlons of the. nnpmtatlon of corn, and
m bounties onits. expm tation; ‘but manufactu-

1ers have no permanent interest in a bounty on -
the exportatlon of (,ommodltles their interest

1s who]lv tempor ar y.

A bounty on the expor_tationi of manufac-
tures will undoubtedly, as Dr. Smith con-
tends, raise the market price of manufactures,
but it Wlll not 1alse their natural price.- The
laboul of QOO men . Wlll ploduce double the

quantlty of these goods that 100 could plo-,

" Seo Clup;on Rant.
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duee bef'OIe and oonsequently when the 1e~-

quisite quantlty of capltal was employed in
supplying the requisite quantlty of manufac-
tures, they would again fall to their natural
price. It isthen only durlng the inter val atter
the rise in the market- puce of commod]tles,
and befme the additional su pply is obtained,

that the manufaeturels will enjoyhigh proﬁts

for as soon as prices had .:U_bSlded their plohts
would smk to the genel al level | |

Instead of agr eelng, therefme, Wlth ‘Adam
Smith, ‘that the eountly gentlemen had not

'so'great an interest in pr ohibiting the i lmpm—

tation of « corn, as the manufacturer ‘had in
prohibiting the 1mponatlon of manufaotured
goods, I -contend-that-they have a much

superlol mterest for then advantage 1S pel- ,

manent, while that of ‘the- manufactul rer 1s
only tempmaly D Slmth obselves, that
nature has established a ‘great and essen‘mal
difference between corn’and other croods, but
the proper inference from that circumstance is
directly the reverse of - that Whlch he dlaws
from it; f01 it 1s on’ account of thls dlffelence

. that rent 1s ereated and that country gentle~

o
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price of corn. -Instead of comparing the. in-
terest of the manufacturer with. the interest of
the country gentleman, Dr. Smith should-have
‘compared it with the: interest of the farmer,
which is very distinct from that of his land-
lord. Manufacturers have no interest in the
rise of the natural price of their commodities,
nor have farmers -any interest in the rise of
the natural price of corn, or other raw pro-
duce, though both these classesare benefited
while the market price of their productions
exceeds their natural price. On the contrary,
landlords have a most decided interest in the
rise. of the natural price of corn; for the rise
of rent is the inevitable consequence of the
difficulty of producing raw produce, without
which its natural price could not rise. Now
as bounties..on’ exportation and prohibitions
of the importation of corn increase the de-
mand, and drive us to the cultivation of poorer
lands, they necessarily occasion an increased
difficulty of production. |

. The sole effect of the bounty. either on the
exportation of manufactures, or of corn, 1s to
divert a portion of capital to an employment,
which it would not naturally seek. It causes
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a'pernicious‘distribution of the géneral funds
of the 'society—it. bribes a -manufacturer - to
comm ence or continue.in.a comparatively
less profitable employment:: It is the worst
species of taxation, for it does not give:to'the
f01*§ign country all that it takes away from
thei home -country, the balance ofloss’ being
made up by theless'advantageous distribution
of the ggneralf capital. - Thus, if the pr’ibe‘of
corn is'in England. 47, and in:France 3/15s.

a bounty of10s. will ultimately reduce it to

‘3l..1~‘0'35 in France, and' maintain it at the same
price of 4/ in England. -For every quarter
exported, England pays aitax.-of 10s: For
g.very: quarter imported into France, France
gains: only 5s., so that the. value of 5. per
quarter is absolutely lost to the world, by
such«a distribution: of its: fundsas to cause

- diminished production, probably not of corn;

!)ut of some other object of necessity -or-en-
Joyment,

+Mr. Buchanan: appears ‘to.have seen the
fallacy: of: Dr. Smith’s- arguments respecting
bounties, and on. the:last passage “which: T
have ‘quoted, very judiciously remarks s« Tni
asserting that nature has stamped a real'value
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on corn, which cannot be.altered: by imerely
altering its'money price, Dr. Smith confounds
its value in use, with its:value:in-exchange.

A bushel of wheat will not: feed more people
during-scarcity than:during plenty ;: but a

bushel of wheat will exchange for.a greater

quantity of luxuries and conveniences when
it is scarce, than when it is'abundant; and
the landed proprietors, who have a surplus
of food to dispose of, -will therefore, :1n- times
of scarcity, be richer men; they will. ex-
change their surplus for a greater value of
other enjoyments, than when corn is in
greatei{p‘lenty.; - Itis Vaill to argue, therefore,
that if the bounty occasions a forced exporta-
tion of corn, ‘it-will not also occasion a real
vise of price.” . The whole of Mr. Buchanan’s
arguments on this part of the subject of boun-
ties, appear to me. to be perfectly cleal and
satisfactory.

Myr. Buchanan however has not, I think,
any more than Dr. Smith, or the writer in the
Edinburgh Review, correct opinions as to the
inﬂuence of a rise in the price of labour. on
manufactured commodities. From: his pecu-
liar views, which I have elsewhere noticed, he
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thinks that the prlce of labour has no con-
nexion with the price of corn, and theref01e
that the -real value of corn might and Would
rise without aﬁ"ectmg the price of labour ; but
if labour were affected, -he would maintain
with Adam ‘Smith and the writer- in - the
Edinburgh Review, that-the price of manu-

factured commodltles would also rise; and—

then I do not see how he would dlStngUlSh
such a rise of corn, from a fall i in the value of
money, or how he-could come to any other’
conclusion than that of Dr. Smith. In a note
to page 276, vol. i. of the ‘Wealth of Natlons,
Mr. Buchanan observes, “ but the price of*
corn does not regulate the money price of all.
the other palts of the rude. produce -of land..
It legulates the price neither of metals; nor of'
various other useful substances, such as coals,
wood, stones, &c.; ; and as it does riot regulate’
the price of Za,bour it does not r egulate the price of
manufactures ; so that the bounty, 1n'so far as
it raises the price of corn, is undoubtedly a
real benefit to the farmer. Tt is not on this
ground, - therefme that 1ts pohcy must be
argued. - Its encouragement to agriculture,
by raising the price of corn, must be admitted;
and the question then comes to- be, Whetherf‘:
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agriculture ought to be thus encouraged ?"—
It is then, according to Mr. Buchanan, a 1eal»
b‘cucﬁ.t to the. farmer, ‘because it does not
raise the price of labour; but if it did, it would

raise the price. of, all things in proportion,

and then it would aﬁ’md no particular.encou-
ragement to. agriculture. ‘ ‘

It must however“ be conceded, that the
cendency of a bounty on the exportation of
any commodity is to lower in a small degree
the value of money. Whatever facilitates
exportation, tends to accumulate money in a
country ; and on the contrary, whatever im-

pedes exportation, tends to diminish it. The
general effect of taxation, by raising the prices:

of the commodities taxed, tends to.diminish
cxpo1*tation, ‘and therefore to check the influx
of money; and on the same principle, a
bounty. encourages: the influx of money.
This is more fully explained in the general
observations on taxation.

| 'i‘he injui‘ious effects of the mcrcantile Sys-
tem have been fully exposed by Dr. Smith;

the Whole aim-of that system was to raise the

price of commodltles, in the home market, by
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prohibiting foreign competition; but this
system was.no more injurious to.the agricul-
tural classes:than to any other part of the
community,, By forcing capital into chan-
nels where it would. not otherwise ﬂow, it
dnmmshed the Whole amount of commodltles
ploduccd  The.. puce, though pclmancntly
dlfﬁculty of p1 oductlon ; aud therefm e, t_hou gh
the sellers of such commodities sold them for
a higher price, they did not, sell them, after
the requisite quantity: of capital was employed

1n producing them, at higher profits.®. ... . -

# M. Say supposes the advantage of the manufacturers at
home to be more’ than temporary @A Govemment whichi
absolutely prohibits the importation’ of certain foreign goods,
establishes a monopoly 7 Savour of those. who produce such
commodxtles at home, agamst t}zose who, consume them, mn
other. words, those at home who produce them havmg the
exclusive pr 1v1lege of sellmg them, may eIevate their price above
the natural price ; and the consumers at home, not being able

to obtain them elsewhere, are obliged to purchase them at a
higher price.” Vol. i, p. 201. =

| But how can they permanently support. the, market price. of
fﬁllqw citizens is free to e,n.te.r. into the trade ? t,hey. are guaran-
teed against foreign, but not against;home competition. . The
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'The ‘manufacturers themselves, as. consu-
‘fners, had to pay an additional price for such
‘commodltles, and therefore it cannot be
correctly sald that «the enhancement of price
occasioned by both (corporatlon laWS and
high™ duties on the importation of ufotelgn
commodities,) is every where finally paid by
the landlords, farmers, and labourers of the
country

It is the more necessary, -to make this
remark, as in the present day the authori ity of

Adam Smlth is quoted by country gentlemen

for imposing similar high duties on the im-
portation of foreign corn. Because the cost
of plOduCthD, and thelefcne the prlces of
various manufactur ed COlllHlOdltIGS, are raised
to the'consumer by one ‘error in leglslatlon,
the country has been called upon, on the
plea of justice,. ‘quietly to submit to fresh
exactions.- Because we all pay an addltlonal

real evil arising to the country from such monopohes, if they

can “be called by’ that name, hes, not in raising the market
price of such goods, but in raising their real and natural prlce.
By increasing the- ‘cost of productxon, a portlon of the labom
of the country. 15 less productively employed.
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price for our linen, muslin, and cottons, it is
thought just that we should pay. also’ an
addltlonal -price for our corn. Because, in the
general distribution of the laboul of the world,

we have prevented the. greatest amount of

‘productlons from - being obtained by that

labour in manufactured . commodities ;- we
should fulther punish- ourselves by lelln]Sh-
ing the productive -powers . of the .general
labour in the supply of raw .produce. It
would . be much- wiser to acknowledge the
€rrors whlch a, mlsta.ken policy has 1nduced

g: adual recurrence to the sound punmples of
an unwersally free trade.

S § have aheady had -occasion to remark,”
obsel ves M Say, “in ‘'speaking of what is im-
pr0perly called the balance of trade, that if
it suits a merchant better to. export the pre-
clous metals to a foreign country. than any
other goods, it is also the interest of the state
that he should export them, because the state
only gains or loses through the channel of jts
citizens; and in what concerns foreign trade,
that Whlch best suits the individual, best suits
also the state ; therefore, by o pposing obstacles
to the exportation which 1now1duals would
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be inclined' to ' make of ‘the ple(:lous metals,
nothlng more is done, than to force them to

substitute some other commodlty less ploﬁt-'

able to: themselves, and to the state: - It must
however be remarked, that I'say only i what
concerns fm ezgn tr ade because the proﬁts

.....

their countrymen, as Well as those which are

made in the exclusive: commerce Wlth colo-
nies, - are not; entirely gains for the state T
the trade: between 1nchv1duals of the: same
country, there is'no other galn ‘but the value
of an- utlhty ploduced Quie *la valewr: dune

utilité produite.”* Vol!i: p. 401 I'cannot see' .

‘1,'!'.‘: ,f’;: .'f'f' R

¥ Are not the following passages contradictory to. the:one
above quoted ? ‘ Besides, thathome trade, though less notlced
(because it is ina variety of hands) s the most c0n51derable, 1t
is also the most profitable!’” T he commodities “exchanged in
that trade are: necessarlly the productions’ of: thezs"une coun=’
try.” Vol.i. p..84 L
« The Enghsh Government has not obsexved ‘that the
most profitable sales are those whlch a conntry makes to itself,
because ‘they’ cannot take' place, * without two values being’
produced -by " the mnation ;- the wvalue which is’ sold, and the
value with. \\hxch the pur chase i1s made.” Vol 1. p. 221.

I shall m the 24th chapter, ex'unme the soundness of his

epinion.-
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the distinction here made between the profits

of the home and foreign trade. The object

of all trade is to increase. productions. If
for the purchase of a:pipe of wine, I had:it
in my power to export bullion, which was
bought with the value ‘of the produce of 100
days’ labour, but Government, by prohibit-
ing the exportation of bullion, should oblige
me to purchase my wine with a commodity
bought with the value: of - the produce of one
hundred and five days® labour, the' produce
of five days”laboutis:lost to me, and, through
me, to the.state.. But: if these transactions
took -place between' individuals; in different

provinces of* the same country, the same ad-

vantage would accrue both to the individual,
and, through him, to the country, if" hefwefre
unfettered in his choice of the commodities;
with which he made his purchases; and the
same disadvantage, if he were obliged by
Government to purchase with the least benefi-
cial commodity. If a manufacturer could
work up with the same ecapital, more iron
where coals are plentiful, than he could where
coals are scarce, the country would be benefit-
ed by the difference. But if coals were no
where plentiful, and he imported iron, and
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could get this additional quantity, by the ma=
- nufacture of a commodity, with the same ca-
- pital and - labour, he ‘would in like manner
‘benefit his country by the additional quantity
ofiron.. In the 6th Chap. of this work, 1 have
endeavoured to shew. that all trade, whether
- foreign or domestic,.is beneficial, by increas-
ing the quantity, and not by increasing the
value of productions.. -We shall ‘have no
greater value, whether we carry on the most
beneficial home and foreign trade, or in con-
sequence of being fettered by prohibitory laws,
'we are obliged to content ourselves with the
least advantageous. - The rate of profits, and
the value produced, will be the same. The
advantage alWays “resolves: -itself .into: that
which M. Say appears to confine to the home
trade; 1n both.cases:.there is no: other gain
but that of:the value of an weilité produite.

~  CHAPTER XXI.
ON BOUNTIES ON PRODUCTION.

Ir may not be uninstructive to considér,t'he

" effects of a bounty .on the production of .raw

produce and other commodities, with a view
to observe the application of the principles
which I have been endeavouring to establish,

with regard to the profits of stock, the an-

nual produce of the land and labour, and
the relative prices.of manufactures and raw
produce. Inthe first place, let us supposé
that a tax ‘was imposed on all commodities,
for the purpose of raising a fund to be em-
ployed by Government, in giving a bouniy

on the production of corn. Asg no part.- of |

such a tax would. be expended by Governs
ment, and as all that was received from one

| class. of the people, would be 'returne_d. to

another, the nation collectively would neither

]
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be richer nor poorer, from such a tax and
bounty. It would be readily allowed, that
the tax on commodities by which. the fund
was created, would raise the price of the

commodities taxed; all the consumers of those |

commodities thereforewould contribute to-

wards that fund ; in other words, their natural ’

or necessary price being raised, so would too
their market price.. But for the same reason
that the natural price of those commodities
would be raised, the natural price of corn
would be lowered ; before the bounty was
pald on ploductlon, the farmers obtained as
great a price for their corn as was necessary
to repay them their rent and their expenses,
and afford them the general rate of profits ;
aftet the bounty, they would receive more
than that rate, unless the price of corn fell
by a sum at least equal to the bounty. ‘The
effect then of the tax and - bounty, would be
to raise the price of commodities in a degree
equal to the tax levied on them, and to lower
the price of corn by a sum equal to the
bounty paid. It will be observed too, that
no permanent alteration could be made in
the distribution of capital between agriculture

and manufactures, because as there would be_

- price of corn;
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no alteratlon, either in the amount of capital
or population, there would be precisely the
same demand for bread and manufactures.

The profits of the farmer would be no hlghel
than the general level, after the fall in the
: nor would the profits of the
manufacturer be lower after the rise of ma-
nufactured goods; the bounty then would not
occasion any more capital to be employed on
the land in the production of corn, nor any
less in the manufacture of goods. But how
would the interest of the landlord be affected ?
On the same principles that a tax on raw pro-

duce would lower the corn rent of land, leav-

ing the money rent unaltered, a bounty on

production, which is directly the contrary

of a tax, would raise corn rent, leaving the

money rent unaltered.* With the same mo-

ney rent the landlord would have a greater

price to pay for his manufactured goods, and

a less price for his corn ; he would probably

therefore be neither richer nor poorer.

Now whether such a measure would have
any operation on the wages of labour, would

* See page 198.
26 2

]
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depend on the question, whether the labourery
in- purchasing commodltles, would pay as
much towards the-tax, as he would- recelve:
“from the bounty, in the low price of his food.
If these two quantities were equal, wages.
would continue. unaltered; but if the com-
modities taxed were not those consumed;by
the labourer, his. wages would fall; and This
employer would be benefited by the diffe-
rence. But this is no real advantage. to his
employer; it would indeed operate to in-
crease the raté of his pr ofits, as every fall of
wages must do; but in proportion. as the. la-
bourer contributed less to the fund from which
' the bounty was paid, and which, let it be re-
membered, must be raised, his employer must
contribute more ; in other words, he would
contribute as much to the tax by his expen-
diture, as he would receive in the effects of
the bounty and the higher ‘rate of profits
together, He obtains a higher rate of pro-
fits to requite him for his payment, not only
of his own quota of the tax, but of his la-
 bourer’s also; the remuneration which he re-
ceives for his:labourer’s quota appears in di
minished wages, or, which is the same thing,
in increased profits; the 1emunerat10n for his
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“own- appears-in the diminutien in the price
‘of ‘the corn which lie consumes, allsmg from
the: bounty

- Here lt_Wlll ‘be proper to remark the dif-
ferent .effects produced on profits from an
“alteration ‘in the real -labour value of corn,
and an alteration in the relative value of corn,
from taxation and from bounties. If corn is
lowered in price by an alteration in its labour
price, - not only will the rate of the profits of
stock: be altered, but the absolute profits«also;
which does not happen, as we have just seen,
when the fall is occasioned artificially by a
bounty. In the real fall in the value-of corn,
arising from less labour being required to
produce one of the most important objects of
man’s- consumption, labour-is rendered more
productive. - With the same capital the same
labour is employed and an increase of pro-
ductions i1s the result; not only then will
the rate of profits, but the absolute profits
of stock be increased; not only will each ca-
pitalist-have a greater money revenue, if he
employs the same money capital, but ‘also
when that‘money is expended, it will procure
him a greater sum of commodities ; his enjoy-
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ments will be augmented. -In the case of
the bounty, to balance the advantage which
he derives from the fall of one .commodity,
he has the disadvantage of paying a price
more than proportionally high for another; he
receives an increased rate of profits in order
to enable him to pay this higher price; so
that his real situation is in no way improved:
though he gets a higher rate of profits, he has
no greater command of the produce of the
land and labour of the country. When the
fall in the value of corn is brought about by

natural causes, it is not counteracted by the

rise of other commodities; on the contrary,
they fall from the raw material falling from
which they are made: but when the fall in
corn 18 occasmned by artificial means, 1t 1s
always counter acted by areal rise in the value

of some other commodity, so that if corn

be: bought cheaper, other commodities are
bought dearer.

This then 1s a further proof, that no parti-
cular disadvantage arises from taxeson neces-
saries, on account of” their raising wages and
lowering the rate of profits. Profits are in-
deed lowered, but only to the amount of the
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labourer’s portion of the tax, which must at
all events, be paid either by his employer,
or by the consumer of the produce of the
labourer’s work. Whether you deduct 501.
per annum from the employer’s revenue,
or add 50/. to the prices of the commodities
which he consumes, can be of no other con-
sequence to him or to the community, than
as it may equally affect all other classes, If
it be added to the prices of the commodity, a
miser may avoid the tax by not consummg ;
if it be indirectly deducted from every man’s
revenue, he cannot avoid paying his fair pro-
portion of the public burthens.

A bounty on the production of corn then,
would produce no real effect on the annual
produce of the land and labour of the coun-
try, although it would make corn relatively

‘cheap, and manufactures relatively dear.

But suppose now that a contrary measure
should be adopted, that a tax should be raised
on corn for the purpose of "affording a fund

for a bounty on the production of commo-

dities.

In such case, it is evident that corn would
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be dear, and commodmes cheap labour Would
continue at the same price, if the labourer
were as much benefited by the cheapness of
commodities as he was injured by the dear-
ness of corn ; but if he were not, wages Would
rise, and ploﬁts would fall, while: money
‘rent would continue the same as before ; -pro-
fits would fall, because, as we have just ex-
‘plamed that would be the mode in which
the labourer's share of’ the tax would be pald
by the employers-of labour. By-theincrease
of wages the labourer would be: compensated
for - the taX which he would pay in-the in-
creased price of corn ; ‘by not expending any
part of his wages on the manufactured com-
modities, he would receive no part: of “the
bounty ; the bounty would be all received by
the er}lployerq, and the tax would be partly
“paid by the employed ; a remuneration ‘would
be made to the labourers, in the Shape of
‘wages, for this increased burden laid upon
them, and thus-the rate of ploﬁts would be -
reduced. In this case too there would be a
‘complicated measure producing no natlonal
result whatever.

In considering this question, we have pur-
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posely left out of our consideration the effect
of such a measure on foreign trade; we have
rather been supposing the case of an insulated
country, having no commercial connexion
with other "countries. We have seen that
as the demand of the country for corn and
commodities would be the same, whatever
direction the bounty might take, there would
be no temptation to remove capital from one
employment to another: but this would no
longer be the case if there-were foreign com-

‘merce, and that commerce were free.” "By

altering the relative value of coinmodities
and corn, by producing so powerful an effect
on their natural prices, we should be apply-

ing a strong stimulus to the exportation: of
those commodities whose natural prices were:
lowered, and an equal stimulus to the impor-
tation of those commodities whose natural

prices were raised, and thus such a financial
measure might entirely alter the natural dis-
tribution of employments ; to the advantage
indeed of the foreign countries, but ruinously
to that in which so absurd a pohcy was

“ado pted




CHAPTER XXII.

DOCTRINE OF ADAM SMITH CONCERNING THE
RENT OF LAND. |

« SucH parts only of the produce of land,”

says Adam Smith, « can commonly be brought
to market, of which the ordinary price is suf-
ficient to replace the stock -which must be
employed in bringing them thither, together
with its ordinary profits. If the ordinary
price is more than this, the surplus part of it
will naturally go to the rent of land.  If it 2s
not more, though the commodity can be brought
to market, it can afford no rent to the landlord.
Whether the price is, or is not more, depends
upon the demand.”

This passage would naturally lead the rea-
der to conclude that its author could not have
mistaken the nature of rent, and that he must
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‘have seen that the quality of land which -

the exigencies of society might require to be

“taken into cultivation would depend on “ ¢he

ordinary price of its produce,” whether it were
“ sufficient to replace the stock, which must be
employed wn cultivating it, together with its or-
dinary profits.”’

But he had adopted the notion that « there
were some parts of the produce of land for
which the demand must always be such as

to afford a greater price than what is suffi-

cient to bring them to market;” and he con-

- sidered food as one of those parts.

He says, that « land, in almost any situa-
tion, produces a greater quantity of food than
what 1s sufficient to maintain all the labour
necessary for bringing it to market, in the
most liberal way in which that labour is ever
maintained. 'The surplus too is alwaysrlnore
than sufficient to replace the stock which em-
ployed that labour, together with its profits.
Something, therefore, always remains for a
rent to the landlord.” |

But what proof does he give of this ?—no
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other than the assertion that *the most de-
“sert moors in Norway and Scotland produce

"some sort of pasture for cattle, of which the °

‘milk and the increase are always more than
sufficient, not only to maintain: all -thelabour
necessary for tending them, and to pay the or-
dinary profitto the farmer, orowner of the herd
“or flock, but to afford some small rent to the
landlord.” ‘Now of this I may be permitted
“to entertain a'doubt. - I believe that as yetin
‘every country, from the rudest to the most
tefined, thereis land of such a quality that it
-cannot yield a produce more than sufficiently
valuable to replace the stock employed upon
it, together with the profits ordinary and
usual in that country. In America we all
‘know that this is' the case, and yet no-one
‘maintains that the principles which regulate
rent are different in that country and in
‘Europe ‘But if it were true that England
‘had so far advanced in cultivation, that at
this time there were no lands remaining which
did not afford a rent, it-would be equally
true that there formerly must have been such
lands; and that whether there be or not is of
no importance to this question, for it is the
same thing if there be any capital employed
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in Great. Britain on land which yields ohly‘
the return of stock with its ordinary . profits,
whether it be employed on old or on new

~land. If a farmer agrees for land on a lease

of seven or fourteen years, he may propose .
to employ on it a capital of 10,000/, knowing
that at.the existing price of grain and.raw
produce, he can replace that part of his stock
which he is obliged to-expend, pay his rent,
and obtain the general rate of profit. He
will not employ 11,000/, unless the last

- 1,000/, can be employed so productwely as

to afford him the usual -profits of stock. In
his calculation, whether he shall em ploy it or
not, he considers only whether the price of raw

produce is sufficient to- replace his expenses

and profits, for he knows that he shall have
no additional rent to pay.  Even at the ex-
piration of his lease his rent will not be raised ;

for if his landlord should require rent; because
this additional 1000Z. was employed, he would
withidraw it; since by employing it he: gets,
by. the supposition, only the ordinary and
usual profits which he may obtain by any
other employment of stock ; and. therefore he
cannot afford to pay rent for 1t, unless the price
of raw produce should. further rise, or, which
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is the same thing, unless the usual-and" general
rate of profits should fall. |

If the comprehensive mind of Adam Smith
had been directed to this fact, he would not
have maintained that rent forms one of the
component parts of the price of raw produce ;
for price is everywhere regulated by the re-
“turn obtained by this last portion of capital,
for which no rent whatever is paid. If he
had adverted to this principle, he would have
made no distinction ‘between the law which
regulates the rent of mines and the rent of

1and _ o « -

‘.‘ Whether a coal mine, for example,” he
says, “ can afford any rent, depends partly
upon its fertility, and partly upon its situation.
A mine of any kind may be said to be either
fertile or barren, according as the quantity
of mineral which can brought from it by a
certain quantity of labour, is greater or lessthan

what can be brought by an equal quantity from

the greater part of other mines of thesamekind.
Some coal mines, advantageously situated,
cannot be wrought on account of their bar-

renness. - The produce does not pay the ex-
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pense. 'They can afford neither profit nor
rent. There are some, of which the produce
is barely sufficient to pay the labour, and re-
place, together with its ordinary profits, the
stock employed in working them. They af-
ford some profit to the undertaker of the
work, but no rent to the landlord. They

can be wrought advantageously by nobody
but the landlord, who being himself the un-

dertaker of the work, gets the ordinary pro-

fit of the capital which he employs in it.

Many coal mines in Scotland are wrought in
this manner, and can be wrought in no other.
The landlord will allow no body else to work
them without paying some rent, and nobody
can afford to pay any.

“ Other coal mines in the same country,
sufficiently fertile, cannot be wrought on ac-

-count of their situation. A quantity of mi-

neral sufficient to defray the expense  of
working, could be brought from the mine by
the ordinary, or even less than the ordinary
quantity of labour; butin an inland country,
thinly inhabited, and without either good
roads or water-carriage, this quantity could
not be sold.” The whole principle of rent

is here admirably and perspicuously ex-
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