plained, but-every word is as applicable t.g)
land as it is to mines; yet he affirms that « i
is otherwise in estates above ground. Tk{e-
pfopértion', both of their p’rod.uce’ and of their
rent, is in proportion to their absolute, and
not to their relative fertility.” But suppose
that there were no land which did not afford
éi.reﬁt; then, the amount of rent on the VVOI’S“E.
land would be in proportion to the excess,(?f
the value of the produce above the expendi-
ture of capital -and the ordinary profits of
stock : the same principle would govern the
rent of land of a somewhat better quality, or
fnbre favourably‘situated,»and tb(_arefore the

rent of this land would exceed the rent of .

that inferior to it, by the supel'iox' advantagfes
which it possessed ; the same might be said
of that of the third quality, and so on to the
verybest. Isit not then as certain that 1t.1s.the
relative fertility of the land which determines
the portion of the produce W‘['liC.h shall be
paid for the rent of lkand,- as 1t 1S that the
relative fertility of mines determines the por-
t-io,n of their produce, which shall be paid for
the rent of mines? o

After Adam_ Smith has declared that there
are some mines which_can only be worked
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by the owners, as they will afford only suffi-
cient to deﬁ'ay the expense of . working, to-
gether with the ordinary profits of the capital
employed, we should expect that he would ad-
mit that it was these particular mines which
regulated the price of the produce. If theold
mines are insufficient to supply the quantity of
coal required, the price of coal will rise, and
will continue rising till the owner of a new

and inferior mine finds that he can obtain the .

usual profits of stock by working his' mine.

| If his mine be tolerably fertile, "the rise will

not be great before it becomes his interest so
to employ 'his capital ; but if it be less pro-
ductive, 1t is evident that the price. must
continue to rise till it will afford him the
means of paying his expenses, and obtaining
the ordinary profits of stock. It ‘appears,
then, that it is always the least fertile mine

which regulates the price of coal. Adam

Smith, however, is of a different opinion : he

observes, that ¢ the most fertile coal mine too

regulates the price of coals at.all the other

mipes in its neighbourhood. Both the pro-

prietor and the undertaker of the work: find,

the one that he can get a greater rent, the
S 21
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other, that he can get a greater profit, by
somewhat underselling all their- neighbours.
Their néighbburs are soon oblig’edito sell at
the same price, though they can’n?t ;SQ. well
afford it, and though it always diminishes,
and sometimes takes away altoggther, ‘both
‘their rent and their profit. Some works are
abandoned altogether ; others can afford no
rent, and can be wrought only by the pro-
prietor.”  If the demand for coal should be
diminished, orif by new processes the quantity
should be increased, the price would fa?l,
and some mines would be abandoned ; but in
every case, the price must be sufﬁsngnt to pay
the expenses and profit of that mine which is
worked without being charged with rent. It
is therefore the least fertile mine _Whi.Ch re-
gulates pricve. - Indeed it 1s so'stated n anof
ther plaéebyAdam Smith himself, for he says,
« The lowest price at which co'afls can be sold
for any considerable time, iS hk'e tbat of all
other commodities, the price Whl(zh is b.arely
sufficient to replace, together with its ordinary
profits, the stock which must beemploxed
in bringing them to market. At a.coal mine
for which the landlord can get no rent, but

which he must either work himself, or let it
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alone "all together, the price of coals must
generally be nearly about this price.”

But the ‘same circumstance, namely, the
abundance and consequent cheapness of coals,
from whatever cause it may arise, which
would make it necessary to abandon those
iines on which there was no rent, or a

- very moderate one, would, if there were

the same abundance, and consequent cheap-
ness of raw : prodyce, render it necessary to
abandon the cultivation of those lands for
which either no rent was paid, or a very mode-
rate one. If, for example, potatoes should be-
come the general and common food of the
people, as rice is in some countries, one fourth,
or one half of the land now in cultivation,
would probably be immediately abandoned ;
for if, as Adam Smith says, « an acre of po-
tatoes will produce six thousand weight of
solid nourishment, three times the quantity
produced by the acre of wheat,” there could
not be for a considerable time such a multi-
plication of people, as to consume the quan-
tity that might be raised on the land before
employed for the cultivation of wheat ; much
land would consequently be abandoned, and -
2 H2
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| rent would fall; and it Would.hot be till the
population had been doubled or trebled, that
the same quantity of land could be in cultiva-
tion, and the rent paid for it as high as before.
Neither would any greater proportion of
the gross produce be paid to the landlord,
“whether it consisted of potatoes, which would

 feed three hundred people, or of wheat, which

would feed only one hundred ; because, though
. the expenses of production would be very
much diminished if the labourer’s wages were
chiefly regulated by the price of potatoes
and not by the price of wheat, and though
_therefore the proportion of the whole gross
produce, after paying the labourers, would be
greatly increased, yet no part of that ad-
ditional proportion would go to rent, but the
whole invariably to profits,~—profits being at
all times raised as wages fall, and lowered as
wages rise. Whether wheat or potatoes were
cultivated, rent would be governed by the

same principle—it would be always equal to

the difference between the quantities of pro-
duce obtained with equal capitals, either on
the same land or on land of different qualities ;
and therefore, while lands of the same quality

couniries,”
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}ireref(:ultivated, and there was no alteration.
In_their relative fertility or advantages, rent

would always bear the same proportion to the
gross produce. - S S

Adarfl Smith, however, maintains that the
proportion which falls to the landlord would
b.e,mcreased by a diminished cost -of produc-T
ﬁlon, and therefore, that he would r,éééive

~alarger’ share as well as a largerlq'uanti.ty,

- from’ an abundant than from a scanty pro-

duce. “ A rice field,” he says, « produces a
muf:h greater quantity of -food than the.l‘ﬁost
fertile corn field. Two crops in the yeal;'
from thirty to sixty bushels each, are said to
.__be the ordinary produce of an acre. Though
1ts cultivation therefore r’equires. hore labofr
-a.much greater surplus remains after mai-n-,

taining all that labour. In those rice coun-

tries therefore, where rice is the common ‘and

Afavourite’ vegetable. food of the’ people, and

W.heret the cultivators ‘are” chiefly maintainéd
with it, @ greater share of this greater sur-
plus should belong to. the landlord than in éorn

Mr. rBuc‘han a nark ot '
I.. buchanan. also remarks, that « it is
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quite  clear, that if any other produce which
the land yielded more abundan‘dy than corn,
were to become the common food of the. peo:
ple, the rent of the landlord would be im-
proved in plopmtlon to. 1ts greater abun-
dance ' BN

If potatoes were to. become the common

food of the people, there would be a long

mtelval during which . the landlords would

suffer an enormous deduction of rent. = They.
‘would not probably receive nearly so much of

the sustenance of man as they now receive,

while:that sustenance would fall to a thnd._

of its present value. But all manufactured
commodities, on which a part of the land-
lord’s rent is expended, would suffer no other
fall than that which proceeded from the fall

“in the raw material of which they were made,
‘and which would arise only from the greater .

fertility of the land; which mlght then be
devoted to its productlon

. When from the progress of populatlon,_
land of the same quality as before should

be taken into cultivation, to produce the food

‘required, and the same numberof inen-should
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be employed in producing it, the landlord
would have not only the same proportion of
the produce as before, but that proportion
‘would also be of the same value as before.
Rent then would be the same as before ; pro-
fits, however, would be much higher, because
the price of food, and consequently of wages,
would be much lower. :High profits are
favourable to the accumulation of capital.

~ The demand forlabour would further i 1ncrease; -

and landlords would be permanently hene-
fited by the 1ncreased demand for land

The mterest ofthe landlm dis always 0ppos—
ed to that of the consumer and manufacturer,
Corn can be permanently at an advanced

~ price, only because additional labour  is

necessary to produce it; because its cost of
Production 1s increased. The -same cause
?nvariably raises rent, it is therefore for the
interest of the landlord that the .cost attending
the production of corn should be increased.

This, however, is not the interest of the. con-
sumer ; to him itis desirable that corn should
be’ low relatively to money and commodities

for it is always with commodities-.or- mone;i
that corn is purchased. Neither is it the in-
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iereSt of the manufacturer that corn should
beat a hlgh price, for the high price of corn

- will-occasion:high wages, but will not raise
the price of his commodity. Not only then

must ‘more of his commodity, or, which comes
to the same thing, the value of more of
his commodity, be given in exchange for

the corn” which he himself ‘consumes, but
more must be given, or the value of more,

for wages to his workmen, for which" he will
receive no remuneration. -~ All classes ther e-
fore, except the landlords, will be 1nJured

by the increase in the price of corn.. The

dealings between the landlord and the public

‘are not like dealings in trade, whereby both

the seller and buyer may equally be said to
gain, but the loss is wholly on one side, and
the gain wholly on' the other; and if corn
could by importation be procured cheaper,
the loss in consequence of not impdrting' is
far’ greater on one side, than the . galn is”on

‘the other

Adam Smith ‘never makes any distinction
between ‘a' low value of money, and a high
value of corn, and therefore infers, that the
interest of the landlord is not opposed to that
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| of the rest of the community. In the first
~ case, money is low relatively to all commo-
~ dities; in the other, corn is high relatively to

all. In the first, corn and commodities con-

tinue at the same relative values, in the se-

cond, corn is hlgher relatively to commodltles

-as well as money

The followmg observation of Adam Smith

is applicable to a low value of money, but it

is totally inapplicable to a high value of corn.
“ If importation (of corn) was at all times

free, our farmers and country gentlemen
"Would .probably one year with another, get:
less money for their corn than they do at
present, when importation is at most times
in ‘effect - prohibited; but the money which
they got would be of more value, would - bu J'
more goods. of all other kinds, and would em-
“ploy more labour. Their real wealth, thejr’
-real revenue, therefore, would be the s same as
at present, though it might be expressed by a
smaller quantity of silver; and they would
neither be disabled nor discouraged from cul-
tivating corn as much as they do at present.
'On the contrary, as the rise in the real value
of silver, in consequence of lowering the
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money . price of corn, lowers somewhat the
money price of all other commodities, it gives
the industry of the country where it takes
place, some advantage in all foreign markets,
and thereby tends to encourage and increase
that industry. But the extent of the home
market for corn, must be in proportion to -
the general industry of the country where it
grows, or to the number of those who- produce
- something else, to give in exchange for corn.
But in:every country the home market, as it
is the nearest and most convenient, so is it
likewise the greatest and mostimportant mar-
ket for corn.  'That rise in the real value of
silver, therefore, which is the effect of lower-
ing the average money price of corn, tends
to enlarge the greatest and most important
market for corn, and thereby to encourage,
instead of discouraging its growth.”

A high or low money price of corn, aris-
ing from the abundance and cheapuness .of
gold and silver, is. of no importance to the
landlord, as every sort of produce would be"
equally affected, just as- Adam Smith de-
seribes; butarelatively high price of cornisiat
all times greatly beneficial to the landlord, as
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with the same quantity of corn it not only
gives him a command over a greater quan-
tity of money, but over a greater quantity
of every commodity which money can pur-
chase. o

s
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CHAPTER XXIII

ON COLONIAL TRADE.

Apawm SmiTH, in his observations on colonial

trade, has shewn, most satisfactorily, the ad-
vantages of a free trade, and the injustice
suffered by colonies, in being prevented by
their mother countries, from selling their

produce at the dearest market, and buying .

their manufactures and stores at the cheap-
est. He has shewn, that by permitting every
country freely to exchange the produce of

“its indastry when and where it pleases, the

best distribution of the labour of the world
will be effected, and the greatest'abundance

- of the necessaries and enjoylnellts of human

hfe will be secured

He has attempted also to shew, that this
freedom of commerce, which undoubtedly pro-
motes the interest of the whole, promotes also
that of each particular country; and that the

ik

narrow- policy adopted in the countries of
Europe respecting their colonies, is not less

injuarious to the mother countries themselves,

than to the colonies whose 1nterests are sacri-

'_ﬁced

“ The monepoly of the colony trade,” he
says, “like all the other mean and malignant .

expedients of the mercantile system, de-

presses the industry of all other countries,

‘but chleﬂy that of the colonies, without, in
‘the least, increasing, but on the contrary di-

minishing, that of the country in whose favour

1t 1s established_.’.’ ‘

- This part of his subJect however, is not

: treated 1n so clear and convmcmg a manner

as that in which he shews the injustice of this
system towards the colony.

Without affirming or denying, that the
actual practice of Europe with regard to their

colonies is injurious to the mother countries,

I may be ‘permitted to doubt whether a
mother country may not sometimes: be bene-
fited by the restraints to which she subjects
her colonial possessions. Who can - doubt,
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for éxample, that if England were the colony
of France, the latter country would be bene-
fited by a heavy bounty paid by England on
the exportation of corn, cloth, or any cher
commodities? In examining the question of
‘bounties, on the supposition of corn being at
4l. per quarter in this country, we saw, that
with a bounty of 10s. per quarter, on expor-
tation'in England, corn would have been re-

duced to 3. 10s. in France. Now, if corn

‘had previously been at 3/. 15s. per quarter in
'Flance, the French consumers would have
beén benefited by 5s. per qua.rter on all im-
ported corn; if the natural price of corn in
France were before 4/., they would have
gained the whole bounty of 10s. per quarter.
France would thus be benefited by the loss
sustained by England: she would not gain a
part only of what England lost, butin some
cases the whole,

It may however be said, that a bounty
.on exportation is a measure of internal pohcy,
and could not easily be imposed by the mo-
ther country. '

“If it would suit the interests of Jamaica

' i
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and Holland to make an exchange of the
commodities which they respectively produce,
without the intervention of England, it is
quite certain, that by their being prevented
from so doing, the interests of Holland and
Jamaica would suffer; but if Jamaica is
obliged to send her goods to England, and
there exchange them for Dutch goods, an
English capital, or English ageney, will be em-
ployedina trade in which it would not other-
wise be engaged. It is allured thither by a
bounty, not paid by England, but by Holland

and Jamaica.

Th'at'the loss sustained, through a disad-
vantageous distribution of labour in two
countries, may be beneficial to one of them,
while the other is made to suffer more than
the loss actually belonging to such a distri-
bution, has been stated by: Adam Smith him-
self; which, if true, will at once prove that a
measure, which may be greatly hurtful to a
colony, may be partially beneficial to the mo-
ther country. |

Speaking of treaties of commerce, he says,
“ When a nation binds itself by treaty, either

- e A s
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to permit the entry of certain goods from one
 foreign country which it prohibits from all
others, or to exempt the goods of one coun-
<'try from dutles to which it subjects those of
all others, the country, or at least the mer-
chants and manufacturers of the country,
whose commerce is so favoured, must neces-
sarily derive great advantage from the.treaty";'
Those merchants and manufacturers enjoy a
sort of monopoly in the country, which 1s so

indulgent to them. That country becomes a
market both more extensive and more advan-
tageous for their goods; more extensive, be-
cause the goods of other nations, being either
excluded or subjected to heavier duties, it

takes off a greater quantity of them; more

advantageous, because the merchants of the
favoured country enjoying a sort of mono-
poly there, will often sell their goods for a
better price than 1f exposed to the free com-

petltlon of all other IlatIOIlb

~ Let the two nations, between‘ which: the

commercial treaty is made, be the mother
country and her colony, and Adam Smith,
it is evident, admits, that a mother country
may be benefited by oppressing her colony.
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It.‘may,. however, be again remarked, that
unless the monopoly of the foreign market
be in the hands of an exclusive company, no

more will be paid for commodities by foreign

purchasers than by.home purchasers; the
price which they will both pay will not differ
greatly from their natural price in the coun-
try where they are produced. England, for
example, will, ‘under ordinary circumstan-
ces, always be able to buy French goods, at
the natural. price of those goods in France,
and France would have an equal privilege of
buymg English goods at their natural price
in. England. . But at these prices, goods
would be bought without a treaty. Of what,

advantage or disadyantage then is the treaty |

to either party P

T‘he‘disadvantage of the treaty to the im-
porting.country would be this : it would bind
her to purchase a commodlty, from England
forexample, at the natural price of that com-
modity in England, when she might perhaps
have bought it at the much lower natural
price of some other country. It occasions
then a disadvantageous distribution of the
general caprtal which falls.chiefly on the

21
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country. bound by its treaty to buy in the
least productlve market; but it gives no ad-
vantage to the seller on account of any sup-
posed monopoly, for he is prevented by the
competition of his own countrymen from sel-
ling his goods above their natural price; at
which he would sell them, whether he export-
ed them to France, Spain, or the West Indles, "
or sold them for home consumption. |

In What then does theadvantage of the stipu-
lation in the treaty consist? It consists in this:
‘these particular goods could not have been
made in England for exportation, but for the
prwﬂege which she alone had of serving this.
particular market ; forthe cornpetltlon of that
country, where the natural price was lower,
would have deprived her of all chance of
selling those commodities. This, however,
would have been of httle 1mportance, if

i

England were quite secure that she could sell'

to the same amount any other goods which she

might fabricate, either in the French market,
or with equal advantage in any other. The
object which England has in view, is, for
example, to'buy a quantity of French wines
of the value. of 5000/,—she desires then to sell

H
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goods somewhere by which she may get 50007
for this purpose. - If France gives her a mo-
nopoly of the cloth market, she will readlly‘
export cloth for this purpose; but if the: trade

is free, the competition of other countries.

‘may plevent the natural price of cloth n

England from being sufficiently low to enable

her to get 5000/. by the sale of cloth, and to
obtain the usual profits by such an employ-
ment of her stock. The industry of England
must be employed then on some other com-
modlty ;. but there may be none of her produc-

tions. Wthh at the existing value of money.,

she can afford to sell at the natural price of
other countues What is the consequence?’

The wine drinkers of. England are still willing

to give 50001 for their wine, and consequently
5000/. in money is exported to France for that
purpose By this exportation of money its

- value is raised in England, and lowered.in

other countries; and with it the natural price
of all commodities produced by British in-
dustry is also lowered. The advance in the
price of money is the same thing as the de-
cline in the price of commodities. To obtain
50007., British commodities may now be ex-
ported; f01 at their reduced natural price
212
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- they may now enter into compet1t1on with
the goods of other countries: More goods
are sold, hoiwever, at the low prices to obtain
the 5000L required, Whl(‘l], when obtalned
~will not procure the same quantity of wine;
because, whilst the diminution of money in
England has lowered the natural price of

‘goods there, the increase of money in Trance |

has raised the natural price of goods and wine
in France. ' Less wine then will be lmported
into England, in exchange for its commo-
dities, when the tlade is perfectly free, than
~when she is pecullally favoured by commer-

cial treaties. The rate of profits however -

will not have varied ; money will have altered
in relative value in the two countries, and the
advantage gained by France will be the ob-
taining a greater quantity of English, in ex-
change for a given quantity of French goods,
while the loss sustained by England will con-
sist in obtaining a smaller quantity of French
goods in exchange for a given quannty of
those of England

I'meign trade then, whetlfef fetterod en- -

couraged, or free, will always continue, what-

ever.may be the compal ative difficulty of pro-
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duction in different countries; ‘but it can
only be regulated by altering the natmal
price, not the natural value at which commo-
dities can be produced in those countries, and
that is effected by altering the distribution of
the precious - ‘metals. This explanation con-
firms the opinion which I have elsewhere
-given, that there is not a tax, a bounty, or g,
prohibition on the nnportatlon or expor tat1on
of .commodities. which does not occasion a .
different distribution of the precious metals,
and which does not therefore every where
alter both the natural and the market price
of commodities. ‘

It is evident then, that the trade with a
colony may be so regulated, that it shall at
the same time be less beneficial to the colony,
and-more beneficial to the mother country,

‘than a perfectly free tr ade. Asit is disadvan-
tageous to a single consumer to be restricted
~ 1n his dealings to one particular shop, so is it

disadvantageous for a nation of consumers to

. ‘be obliged to purchase of one partlculcu |
country. If the shop or the country afford-
“ed the ‘goods required the cheapest, they -
.would be secure of selling them Wlthout any
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such exclusive privilege; and if they did not
sell chea,pél, the general interest would re-
quire that they should not be encomaged to

continue a trade which they could not carry
on at an equal advantage with others. The

~ shop, or theselling country, might lose by the
change of employments, but the general
benefit is never so fully secured, as by the

most p1oductive distribution of the general

capital ; that is to say, by an univer sally ﬁee
trade. o '

An increase in the cost of production‘of a
| commodity, if it be an article of the first neces-
sity, will not necessar ily diminish its consump-
~_tion; for although the gener al power of the
purchasels to consume, is diminished by the
rise of any one commodity, yet they may re-

linquish the consumption of some other com-

modity whose cost of production has not risen.
~ In that case, the quantlty supplied will be in
the same proportion to the demand as before;
the cost of p1oduct10n only will have in-
creased, and yet the price will rise, and ' must
rise, to place the profits of the producer of the
enhanced commodity on a level with ‘the
\proﬁts derived from other trades.
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M. Say acknowledges that the cost of pxo-
duction is the foundation of price, and yet in
various parts of his book he maintains that
price is regulated by the proportion which
demand bears, to supply. The real and ulti-
mate regulator of the relative value of any
two commodities, is the cost of their produc-

‘tion, and neither the respective quantities

which may be produced, nor the competltlon,
amongst the pur chasers

g -A’ccording to Adam Smith the colony trade,
by being one in which British capital only
can be employed, has raised the rate of
profits of all other trades; and as in his

‘opinion high profits, as well as high wages,
‘raise the prices of commodities, the monopoly

of the colony trade has been, according to
him, injurious to the mother country ; as it
has diminished her power of selling manufac-
tured commodities as cheap as other countriés.
He says, that “ in consequence of the mono-

“poly, the increase of the colony trade has not

so much occasioned an addition to the trad.e
which Great Britain had before, as a total
change in its direction. Secondly, this mo-

'. nopoly has necessarily contributed to keep
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up the rate: of profit in all the différent
. branches of - British - trade, higher thanit

_naturally unld have. been; had all nations
been allowed a free trade to the British
colonies.”  But whatever raises in any
country the ordinary rate of profit higher
than it otherwise would be, necessarily subjects
that country both to an absolute, and .to a

relative disadvantage in every branch of trade -

of which she has not the monopoly. /It
subjects her to an absolute disadvantage, be-
cause in‘sich branches of trade, her merchants
cannot get this ‘greater profit without selling
‘dearer than they otherwise would do, both
the goods of foreign countriés which they
import into their own, and the goods of their
own country which they export to foreign
Their own country must both buy
er; must both buy less

countries.
‘dearer and. sell - dearer;

and sell less; must both enjoy less and pro--

~duce less than she otherwise would do.”

-« OQur merchants frequently complain of
- the high wages of British-labour as the cause
of ‘their manufactures being undersold. in
-foreign markets ; but they are silent about the
‘high profits of stock. They complain of the

o
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extravagant gain of other people, but they
say nothing of their own. The high, profits
of British stock, however, may contribute

towards raising the price of British manufac-

ture in many cases as much, and 1n soime

perhaps more, than the hlgh wages of British
labour.” ' SURFI

I al]ow that the monopoly of the. co]ony
trade will change, and often prejudicially;
the direction  of capital; but from what: I
have already said on-the subject of profits,
it will be seen that any change from one
forelgtl trade to another, or from home to fo-
reign trade, cannot, in my opinion, affect the
rate of profits. The injury suffered will be

what I have just described; there will be g °

worse distribution of the general capital and
industry, and therefore less will be produced.
The natural price of commodities will be
raised, and therefore, though the consumer will
be able to purchase to the same money value,
he will obtain a less quantity of commodities,
It will be seen too, that if it even had the
effect of raising profits, it would not occasion
the least alteration in prices; prices being re-

gulated neither by wages nor profits.

e
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-~ And does ‘not Adam Smith agree:in this
opinion, when he says, that ¢ the prices of
commodities, or the value of gold and silver,
as compared with commodities, depends 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 ?”
That quantity will not be affected, 'whether
profits be high or low, or wages low or high.
‘How then can prices be 1a1&,ed by hlgh pro-
fits ?

CHAPTER XXIV.

ON GROSS AND NET REVENUE :

Apam SmiTH constantly magnifies the ad-
vantages which a country derives from a lar rge

- gross, rather than a large net income. - “In
proportion as a greater share of the capital

of a country is employed in agriculture,” he
says, “the gr eater will be the quantlty of pro-

v’ductlve labour w thh it puts into motion Wlth-
in the countly ; as will likewise be the value

which its employment adds to the annual
produce of the land and labour of the so-

ciety. After agriculture, the capital employ—

ed in manufactures puts into motion the gr éat-

est quantity of productive labour, and adds

the greatest value to the annual produce.
That which is employed in the trade of: ex-
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portation has the least effect of any of the

three.”’#*

Granting for a moment that this were true;
what would be the advantage resulting to a

country from the employment of a great quan-

tity of productive labour, if, whether it em-
ployed that quantity or a smaller, its net
rent and profits together would be the same.
The whole pl'oduce of the land and labour
of every country is divided into thlee por-
tions; of these, one portion 1is devoted to
wages, another to profits, and the other to
rent. It is from the.two lastlpj01'ti6'ns,,on]y,
that any deductions can be made for taxes,

* M Say is of the same opnuon with Adam Smith: ¢ The
most productlve employment of capltal for the country in

general ‘after that on the land, is that of manufactures andk

of home trade; because 1t puts in activity -an mdustry of

which the proﬁts are gamed in the country, while those .capi- A

tals which are employed in foreign commerce, make the in-
dustry_and lands of all- countnes to be “productive, w:thout

dlstmctxon

. :“ The einploymeht of capital the least favourable to a na-
txon, 'is that of carrying the produce of one foreign country to

another.” Say, vol. i1., p. ]20
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or for savings ; the former, if moderate, con-
stituting always the necessary expenses of
production. To an individual, with a capital

of 20,0007, whose profits were 20007, per- an-
num, it would be a' matter quite indifferent,

- whether his capital would employ a hundred,

or a thousand ‘men, Whether the commodlty
produced sold for 10, OOOZ or for 20,0007, pro-
vided, in all cases, his profits were not dimi-

- nished below 20004 Is not the real interest of

the nation similar? - Provided its net real in-
come, its rent and ploﬂts be the same, itis
of no 1mpm tance whether the nation consists
of ten or of twelve millions of inhabitants. Tts
power of supporting fleets and: armies, and
all species of unproductive labour, must be
in prOportlon to its net, and not in ‘propor-

tion to its gross income. If five millions of

men could ploduce as much food and cloth-

Ing as was necessary for ten millions, food

and clothi'ng"fbr five millions would be the net
revenue. Would it be ofany ad vantage to the
country, thatto produce this same net revenue,
seven millions of men should be required,

that is to say, that seven millions should be

.employed to produce food and clothing suffi-

cient for twelve millions ? The food and cloth-
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ing of five: millions would be still the net
revenue. The employing a greater number
of men would enable. us neither to add a
man to ourarmy and navy, nor to contribute
one guinea more in taxes.

It is.not on the grounds of any supposed
advantage accruing from a large population,
or of the happiness that may be enjoyed by
a greater number of human beings, that Adam
Smith supports the preference of that employ--
‘ment of capital, which gives motion to the
greatest quantity of industry, but expressly
on the ground of its increasing the power of
the country; for he says, that. « the i‘iches,
and, so far as power depends upon. riches,
the power of every country must always be
in proportion to the value of its annual pro-

‘duce, the fund from which all taxes must.

uitimately be paid.” It must however be
obvious, that the power of paying taxes, is in

prop01'ti0n,to the net, and not in’proportion

to the gross revenue..

In the distribution of employments amongst

a]l.countries, the capital of poorer nations will.

benaturally employedin those pursuits, where-
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in a great quantity of labour is supported at
home, because in such countries the food and
necessaries for an increasing population can
be most easily procured. | In rich countries,
-on the contrary, where food is dear, capi.talg
will naturally flow, when trade is free, into
those:occupations, wherein the least quantity
of labour is required to be maintained at
home: suchas the carrying trade, the distant
foreign trade, where profits are in proportion
to the capital, and not in proportion to the
quantity of labour employed.*

Although I admit, that from the nature of
rent, a given capital employed in agriculture,
onany but the land last cultivated, puts in mos-
tion a greater quantity of labour than an equal

3 ¢« Tt is fortunate that the natural course of things draws
capital, not to those employments ‘where the greatest profits
are made, but to those where their operation is most profita-
ble to the community.”—Vol. ii. p. 122. M. Say has not told

- us what those employ_ments are, which, while they are the most
profitable to the individual, are not the most profitable to the

state. If countries with limited capitals, but with abundance

. of fertile land, do not early engage in foreign trade, the reason

is, because it is less profitable to individuals, and therefore
also less profitable to the state. '

S
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capital employed in manufactures and trade,
yet I cannot admit that there is any difference
in the quantity of labour employed by a ca-
pital engaged in the home trade, and an equal
capital engaged in the foreign trade.

¢ The capital which sends Scots manu-
factures to London, and brings back English
corn and manufactures to Edinburgh,” says
Adam Smith, “necessarily replaces, by every
such operation, two British capitals which
had both been employed in the agriculture or
* manufactures of Great Britain.

~ “ The capital employed in purchasing fo-
reign goods for home consumption, when this
purchase is made with the produce of domestic
industry, replaces too, by every such opera-
tion, two distinct capitals; but one of them
only is employed in supporting domestic in-
dustry. The capitai which sends British goods
to Portugal, and brings back Portuguese
goods ‘to Great Britain, ‘rep’].aces, by every
such operation, only one British capital, ‘the
other is a Portuguese one. Though the re-
turns, therefore, of the foreign trade of con-
sumption should be as quick as the home
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trade, the capital employed in it will give

but one half the encouragement to the: in-
dustry-or productive labour of the counti'y.’.'

'. This argument appears to me to be falla-
cious; for though two capitals, one Portu-
guese and one English, be employed, as Dr,
Smith supposes, still a capital will be em-

ployed in the foreign trade, double of what

would be employed in the home trade. Sup-
pose that Scotland employs a capital of g
thousand pounds in making linen, which she

eXChanges for the produce of a similar capi- -

tal employed in making silks in England,

Two thousand pounds, and a proportional

quantity of labour will be employed by the
two countries. Suppose now, that England
discovers, that she can import more linen
tfrom Germany, for the silks which she before
exported to Scotland, and that Scotland dis-
covers that she can obtain more silks from
France in return for her linen, than she be.

fore obtained from England,—will not Eng-

lapd and Scotland immediately cease trading
with each other, and will not the home tféﬂe

~of consumption be changed for a foreign

trade of consumption? But although two addj.
2K |
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. ) . . - ) . . R .. the‘
tional capitals will enter into this tlade,- e
capital of Germany and that of Fran(;ff:?En ‘
nol; the same amount of Scotch and o o r%d
lish capital continue to b(; emplzy(;au;mity
7ill 1 I tion to the same ¢ '
will it not give motion | 4 anty
of industry as when it was engaged in t

home trade?

CHAPTER XXV,

‘ON CURRENCY, AND BANKS.

Itis not my intention to detain the reader by
any long dissertation on the sy bject of money,
So much has already been written on currency, -
that of those who give their attention to suck ©
subjects, none but the Prejudiced are ignorant
of its true principles, 1 shall therefore take

~only a brief survey of some of the general

laws which regulate jts quantity and valuye,

Gold and silver, like all other commodities,
are-valuable only in- proportion to the quan-
titjf’o’flabpijr né_Cessary to produce them,j,and
bring them to market, - Gold is about fifteen
times dearer than silver, not because there is
a greater demand for 1t, nor because the
sﬁpply of silver is fifteen’ times greater than
that of gold, but solely because fifteen times

2Kk2 -'
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the quantity of labour 1s necessary to procure
a given quantity of it. .

The quantity of money that can be em-
ployed in a country must depend on its value:
if gold alone were employed for the circu-
lation of commodities, a quantity would be
required, one fifteenth only of what would
be necessary, if silver were made use of for

the same purpose.

A circulation can never be so abundant as
“to overflow; for by diminishing its value, in
the same proportion you will increase its
quantity, and by increasing its value, di-
minish its quantity.* - L

While the state coins money, and charges

% ¢« The use of gold and silver then establishes in every place
a certain necessity for these commodities; and when the coun-

try possesses thc quantity necessary to satisfy this want, all that-

is further imported, not being in demand, is unfraitful in value,
and of no use to its owners.”—Say, vol. 1. p. 187. |

LIn pagé 196, M. Say says, that supposing a countfy to re-

quire 1000 carriages, and to be possessed of 1500—all above
1000 would be useless; and thence he infers, that if it possesses
more money than is necessary, the overplus will not be employed.
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no seignorage, money will be of the same
value as any other piece of the same metal
of equal weight and fineness; but if the state

c%larges_ a seignorage for coinage, the coined
piece of money will generally exceed the
value of the uncoined piece of metal by the
wh.ole ‘seignorage charged, because it will re-
quire a greater quantity of labour, or, which
18 the: same thing, the value of the produce
of a greater quantity of labour, to procufe it.

' While the state alone coins, there can be no
!umt to this charge of seignorage; for by limit-
ing the quantity of coin, it can be raised to
any conceivable value, |

- It is on this principle that paper money cir-
culates : the whole charge for paper money may
be .con-‘SIder.ed as seignorage. 'Though it has
no 1nf,r1nsic value, yet, by limiting its ‘qu'an-v
tity, its value in exchange is as gréat as an
,_equal’c%enomination of  coin, or of bullion in
that coin, On the same principle too, namely,
by a limitation of its quantity, a debased coir:
?zvo.uld circulate at the value it should bear,
if it were of the legal weight and ﬁn’eness’
not at the value of the quantity of metal Vifhidi
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it ‘actually contained. ~In the history.of-the
British coinage, we find accor dingly that the
currency was never depreciated in the same
proportion that it was debased; the reason of

which was, that it never was multiplied in
proportion to its diminished value.* |

After the establishment of banks, the state
has not;the sole power of coining or issuing
money. The currency may as effectually be
increased by paper as by coin; so that if a
state were to debase its money, and limit its
| quantlty, it could not support its value, be-
cause the banks would-have an equal power
of adding to the whole quantity of circula-

tlon.

- On these punmples 1t will be seen, that 1t
is not necessary that paper money should be

payable 1n SpGCle to secure 1its value, it 1s

only necessary that its quantity should be re-
gulated according to the value of the- metal

which .is ‘declared to be the standard. If

b Whatever I say of gold com, s equally apphcable to sxlvex
coin ; ‘but it is ‘not necessary to mention both on every occa-

sion. -
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the standard were gold of a given weight

- and fineness, paper might be increased with

every fall in the value of gold, or, which is
the same thing in its effects, with every rise in
the price of goods.

“ Byi lssumg too great a quantlty of paper,”
says Dr. Smith, «of which the excess was con-
tinually returning, in order to be exchanged
for gold and silver, the Bank of England was,
for many years together, obliged to coin gold
to the extent of between eight hundred thou-
sand pounds and a million a year, or at an
average, about eight hundred and fifty- thou-
sand poun’ds For this great coinage the
Bank, in consequence of the worn and de-
graded state into which the gold coin had
fallen a few years ago, was frequently obhged
to purchase bullion, at the high price of four
pounds an ounce, which it soon after issued
in coin at 3/. 17s. 104d. an ounce, losing in this
manner between two and a half and three
pel cent. upon the coinage of so very large a
sum. Though the Bank therefore paid no
seignorage, though the Government was pro-

perly at the expense of the coinage, this li-
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berality of Government did not prevent al-
together the expense of the Bank.” |

_ On the prmmple abovestated, it appears
to me most clear, that by not re-issuing the
paper thus brought in, the value of the whole
currency, of the degraded as well as the:new
gold coin, would have been raised; when all
demands on the Bank would have ceased. -

Mr. Buchanan, however, is not of this
opinion, for he says, “ that the great expense
to which the Bank was at this time exposed,
- was occasioned, not, as Dr. Smith seems to
imagine, by any imprudent issue of paper, but
by the debased state of the currency, and the.
consequent high price of bullion. The Bank,
it will be observed, having no other way of
procuring® guineas but by sending bullion

“% « In the transactions of Government with individuals, and
in those of individuals between themselves, a piece of money is
never received, whatever denomination may be given to it, but

at its intr insic value, increased by the, value of the utility which,

the 1mpress1on it bears has added to it.”—Sus y, vol. i. p- 327.

6 Money is so little a mark of value, that if the pieces of -
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to the mint to be coined, was always. forced

- to 1ssue new coined guineas, in exchange

for its returned notes; and when the cur-
rency was generally deficient in weight, and
the price of bullion high in proportion, it
became profitable to, draw these heavy
guineas from the Bank in exchange for its
paper; to convert them into bullion, and
to sell them with a profit for bank paper, to
be again returned to the Bank for a new
supply of guineas, which were again melted
and sold. To this drain of specie, the Bank
must always be exposed while the currency
is deficient in weight, as both an easy and a
certain profit then arises from the constant
interchange of paper for specie. It may be
remarked, however, that to whatever i 1Incon-
venience and expense the Bank was then ex- -
posed by the drain of its specie, it never was.

money lose a part of their value by friction, from use, or by the
knavery of the clippers of money, all goods rise in price in
proportion to the alteration which they have exper ienced ;. -and
if Government orders a recoinage, and restores each piece to lts
legal weight and fineness, goods will fall to thieir former prlce,
if they have not been exposed to variations from other causes.”-—.
Say, vol. i. p. 846.
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imagined necessary to. rescind the obligation
to pay money for its notes.” - | .

. Mr. Buchanan evidently thinks that. the

‘whole currency must, necessarily, be bro‘ught
down to the level of the value of tl.le debased
pieces; but surely’ by a diminution of the
quantity of the currency, the whole that re-
mains can be elevated to the value of the

best pieces. '

" Dr. Smith appears to have forgotten his
“own principle, in his argument on colony
currency. Instead of ascribing the depre-
ciation of that paper to its too ‘great abun—i
dance, he asks whether, allowing the colpny_
security to be perfectly good, a hundred
pounds, payable fifteen years hence, would
be equally valuable with a hundred pou'nd's
to be paid immediately? I answer yes, }f it
be not too abundant.

EXperiehce however shews, that neither a
state nor a bank ever “have hz}d-"th‘e:a_ ume-
stricted power of issuing Jpaper money, Wlth-
out abusing that power: n all states, »the'rev-'
foré, the issue of paper money ought to-be
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under some check and control ; - and nore

- seems so proper for that purpose, as that of

subjecting the issuers. of paper money to: the
obligation of paying their notes, either in
gold coin or bullion. ‘

‘A currency is in its most perfect state when
it consists wholly of paper money, but of
paper money of an equal value with the gold
which it professes to represent. The. use of
paper instead of gold substitutes the cheapest
in place of the most expensive medium, and
enables the country, without loss to any indi-

~ vidual, to exchange all the gold which it be-

fore used for this purpose, for raw materials,
utensils, and food, by the use of which: both
its wealth and its enjoyments. are increased. .

In a national point of view it is of 10 1m-
portance whether the issuers of this well regu-
lated paper money, be the government or a

‘bank, it will on the whole be ‘equally pro-

ductive of riches, whether it be issued by one
or by the other; but it is not so with respect

to the interest of individuals. In .a country

where the market rate of interest is 7 -per
cent., and where the state requires for.a. par-
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ticular expense 70,000 per annum, it is a
question of importance to the individuals of
that country; whether they must be taxed to
pay this 70,000 per annum, or whether they
could raise it without taxes. Suppose that
a million of money should be required to fit
out an expedition. If the state issued a mil-
lion of paper, and displaced a million of coin,
the expedition would be fitted out without
any charge to the people ; but if'a bank issued
a million of paper, and lent it to Government
at 7 per cent., thereby displacing a million
of coin, the country would be charged with a
continual tax of 70,000/. per annum: the peo-
ple would pay the tax, the bank would receive
it, and the society would in either case be as
wealthy as before; the expedition would have
been really fitted out by the improvement of
our system, by rendering capital, of the value
of a million, productive in the form of com-
modities, instead of letting it remain unpro-
ductive in the form of coin; but the advan-
tage would always be in favour of the issuers

of paper; and as the state represents the

people, the people would have saved the tax;
if they, and not the bank, had issued this
million. . |
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I have already observed, that if there.were
perfect security that the power of issuing péper:
money would not be abused, it would be of |
no mmportance with respect to the riches of
f;he country collectively, by whom it was
1§sued ; and I have now shewn that the pub;.
lic would have a direct interest that the is-
suers should be the state, and not a company
of .merchants or bankers. The danger, how-

,, ever, is, that this power would be more likely

to be abused, ifin the hands of Government,
than if in the hands of a b’anki‘ngucompény.'
A company would, it is said, be more under
the control of law, and although it might.
be their interest to extend their issues beyond |
the bounds of discretion, they would be lirhif;.
ed and checked by the power which indivi-
duals would have of calling for bullion or
specie. It is argued that the same check

‘would not be long respected, if Government

had the privilege of issuing money ; that they.
W.ould be too apt to consider. present conve-.
nience, rather than future security, and might,
therefore, on the alleged grounds of expedi-
ency, be too much inclined to. remove the
checks, by which the amount of their issues
was controlled.
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Under an arbitrary government'this objec-
tion would have great.force; but in a free
countr y, with an enlightened legislature, the
power of issuing paper money,: under the re-
quisite: checks of convertibility at the will of
the holder, might be .safely lodged in the
hands of commissioners appointed for that
special purpose, and they might be made to-
tally independent of the control of ministers.

. The sinking fund is managed by commis-

sioners, responsible only to parliament, and
the investment of the money entrusted to
their. charge, proceeds with the utmost re-
gularity ; what reason can there be to doubt
that the issues of paper money might be regu-
lated with equal fidelity, if placed under si-
milar management?

It may be said, that although the advan-
tage accruing to the state," and, therefore, to

the public, from issuing paper money, is sufii-

ciently manifest, as it would exchange a por-

tion.-of the national debt,” on. which interest
is ‘paid- by the public, into.-a. debt bearing:

no ‘interest, yet it would be disadvantage-

ous to commerce, as it would preclude the
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merchants from borrowing money, and get-
ting their bills discounted, themethod i n Whlch
bank paper 18 pal tly issued.

| ThlS, however, is to suppose that money
could-not be borrowed, if the Bank did not
Iend it, and that the market rate of interest
and profit depends on the amounts of the is-
sues of money, and on the channel through

- which it is issued. Butasa Countly would
~ have no deficiency of cloth, of wine, or.any

other commodlty, if they had the means of
paying for it, in the same manner néither

would there be any deficiency of money to

be lent, if the borrowers offered good security,

and were willing to pay the market rate. of
interest for it. | |

‘In another part of this work, I have en-

deavoured to shew, that the real value of a

commodity is regulated, not by the acciden-
tal ‘advantages which may be enjoyed by

some of its producers, but by the real diffi-

culties -encountered by that producer”who is
least favoured. It j is so with respect to’ the
interest for money ; -it is not regulated by the
rate at which the Bank will lend, whether it
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be 5, 4, or-3 per cent., but by the rate of
profits, which can be made by the employ-
ment of capital, and which is totally inde-
pendent of the quantity, or of the value of
money. Whether a bank lent one million,
ten millions, or a hundred millions, they
would not permanently alter the market rate
of interest ; they would alter only the value
of the money which they thus issued. In one
case 10 or 20 times more money might be re-
quired to carry on the same business, than
what might be required in the other. The
applications_to the Bank for money, then,
depend on the comparison between the rate
of profits that may be made by the employ-
ment of it, and the rate at which they are
willing to lend it. If they charge less than
the market rate of interest, there is no amount

of money which they might not lend,—if they -

charge more than that rate, none but spend-
thrifts and prodigals would be found to bor-
row of them. We accordingly find, that when
the market rate of interest exceeds the rate
of 5. per cent. at which the Bank uniformly
lend, the discount office is besieged with ap-

plicants for money; and, on the contrary,

when the market rate is even temporarily
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under 5 per cent. the clerks of that office have

no empldyment. :

vThe reason then why for the last twenty
years, the Bank is said to have given so much
algl to commerce, by assisting the merchants
with- money, is, because they have, during

that whole period, lent money below - the .

market rate of interest; below that rate at

‘which the merchants could have borrowed

els_ewhere';. but I confess that to me this
seems rather an objection to their establish-

ment, thanan argument in favour of it.

| What should W'e-’.,s'ayof an establishment
which should regularly supply half the clo-

thigré With their';'Wool under the market price ?
Qf what “benefit would it be to the commu-
nity ? It would not extend our trade, because

the wool would: equally have been ‘bought,

1If they!ha".ld-'-_charged. the market price for it.
t would not lower the price of cloth: to the
consumer, because the price; as- I have said

bef01f¢, 1.7&/'011l'd“bej regulated by the cost of its |
‘production to those' who were the least fa~x

voured. Tts sole effect then, would be to
2 L
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swell the profits of a part. of the ‘ciq;.‘:hl:i
beyond the general and common Vre}tgo pved
ﬁts. The establishment would be ep;l thé
of its fair ‘profits, and another ; pfd.l“t 0 e
community - would be in'th«?-_same degvflf eetl Of
heﬁted. - Now this is»,plsems.ely the e e(fz -11;
our banking establishments; a rate l(l) t%ai
ferest is ﬁxed'r~ by the la.,w below t g . d
which it'can be borrowed 1n tbe lnaljllcet,-(i, al:) r
at this rate the Bank are 1-*equ11fed to er; til 1.
not to lend at all. - From the nature o h'i;
establishment, they have.' 1arg.e -fund.s w (; a
they can only dispose of m_‘thlsl_way ; 2;;: ﬂ
part of the traders of the country alze un i 33
and for the country unproﬁtgbly,- ;beng.aﬂli e
by being enabled to slllaply-themse1Vf Wltho-sé
insttument of trade, at aless charge tkair: ! ;ce
who must be influenced only by mar et price,

Th‘e‘f 4W‘/ho‘16A Bﬁsiﬁeés, which the whole com-

munity can carry on, vde.p'ends on .thc.eﬁ_]ql\lar:
tity of capital, thatis, of its raw materjal, ma-

| , o i oo
chinery, food, vessels, &c., employed in pro-

duction. .After a well regulated; paper mo-
ney .is - established, these. can: neltller.be.;n}
greaéed{nor diminished- by the:operations ot
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banking. Ifthen the state were to issue.the
Paper money of the country, ' although' it
-should never. discount a bill, or lend one
=shiIlin'g' to the- public, there would be no
‘alteration in the amount of trade ; for we
should have the same quantity of raw mate-
rials, of machinery, food, and ships; and-it

“portion as he advances money, and

'is probable too, that the same amount of mo-
ey might be lent, not at 5 per cent., indeed,
- a rate fixed by law, but at 6, 7, or 8 per

cent., the result of the fair competition in the -

‘market between the lenders and théborrowers;

- Adam Smith speaks of the advantages-de-
rived by merchants from the superiority of the
Scotch mode of affording accommodation to
‘trade, over the English mode, by means of
cash accounts.  These cash accounts are
credits given by.'the Scotch banker to. his
customers, in addition to the billg which he
diys_counts for them; but as the banker, in pro-
sends it
into circulation in one way, 1s debarred from
1ssuing so much in the other, it is difficult to
perceive in what the advantage consists. If
the whole circulation will bear only’ one mil-
2L2
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lion of paper, one million onl"y‘wi}l.b‘e f:lncu~-
lated; and it ean be of no real importance
either to the -Banker or mercha}rlt,. W'hether’
the whole be issued in disxcovufltmg bll.ls, 0(11
a part be soissued, and the remamdgr be 1ssu§
by means of these cash accounts..

It may.perhaps be necessary to say a felxz(vi
words on the subject of the two. ’rpetals, go
and silver, which are employedi in cum:er;cy,
particularlyasthis question.appears to perp e:i;
'in many people’s minds; the plain andds,l,mg .S
principles of currency. In Englan 21 S ya
Dr. Smith, “ gold was not cqn§1de1,e as 2
legal tender for along time gfter it was cmrz;

“into. money. The; proportion between i
 values of gold and silvgr money,wlavs.‘nbo.
fixed by any public 1aW‘ or. pl?oqlamat1or} %
but was left to be séttled‘? by thfe-' market. d
a debtor offered . payment in. gold, the credi-
tor. might either -reject. su,ch; payment.a.l‘t‘oge-f
thér, or -accept of it at.such: a valuation .o
the gold, as he and: his de.bt‘OF' could agree
upon.”™ : - RN F

7.11‘1 this state of things it is-evident:that.a
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guinea might sometimes pass for 225, or more,

and sometimes for 18s: of less, depending

entirely on the alteration in the relative
market Value ‘of ‘gold and silver. All the
variations too in the value of gold, as well
as'in the value of silver, would be rated in
the gold .coin,~it would appear as if silver
was invariable, and that ‘gold. only was sub-
Ject to rise or fall. - Thus, although a guinea
passed:for 22s. instead of 18s. gold might not
have varied in value, the variation might
have béen wholly confinéd to the silver, and
therefore :22s. might have been of no more
value than 18s. were before. And on the
contrary, ‘the whole variation might have
been in’ the gold: a guinea, which was
worth 18s. might have risen to the value of
22s. ' | ‘ "

If now we suppose this silyer CUIrency to
be debased by clipping, and also increased: iy

quantity, & guinea might pass for 30s; ; for the

silver in 30s.. of such debased money might
be of no’ more value than the gold in one
guinea. By restoring the silver currency to
its mint value, silver money would rise; but
it would appear as if gold fell, for a guinea
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. Would prdb’ably' be of no more value than 21
of such good shillings.. = C

VO

and every debtor be at liberty to discharge a
debt by the payment of 420 shillings, or twenty
guineas, for every 21/ that he owes, he will
pay in one or the other according as he can
most cheaply discharge his debt. If with
five quarters of wheat he can procure as
much gold bullion as the mint will coin into
twenty guineas, and for the same wheat as
much silver bullion as the mint will coin for
him into 430 shillings, he will prefer paying

in silver, because he would be a gainer of ten

shillings by so paying his debt. But if on'the
contrary he could obtain with this wheat as
much gold as would be coined into twenty
guineas and a half, and as much silver only as
would coin 1nto- 420 shillings, he would

naturally prefer paying his debt in gold. If

the quantity of gold which he could procure
could be coined only into twenty guineas,
- and the quantity of silver into 420 shillings, it
would be a matter of perfect indifference to
him in which money, silver or gold, it was
that he paid his debt. It'is not then a matter

lf now gold be also ‘made a legal tender,
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of chance;. it is not because gold is. better
fitted for carrying on the circulation.of a rich
country, that gold is ever preferred for the
purpose of paying debts ; but simply because
1t 1s the interest of the debtor so to pay them.

- During a long period previous to 1797, the
year of the.restriction on the Bank payments
in coin, gold was so cheap, compared with
silver, that it suited the Bank of FEngland,
and all other debtors, to purchase gold in the
market, .and not silver, - for. the - purpose of
carrying it to the mint to be coined, - as-:.they
could in'that coined metal more Cheap]y' dis-
charge their debts. The silver currency was
during a great part of this period very much
debased, but it existed in a degree of scarcity:
and therefore on the. principle which I have
before explained, it never sunk in its current
value. Though so debased, it was still. the
interest of debtors to pay in the gold coin.
If indeed the quantity of this debased.silver
coin had been enormously great, or if vthe.
mint had issued such debased pieces, it might
have been the interest.of debtors . to ‘pay in-
this debased money; but its quantity was.

limited and it sustained .its value, and there-




520

fore gold was in practice the real standard of
currency.: | ‘ | o

. That it was so, is ‘no where denied ; butit
has been contended that it was made so by
the law which declared that silver should not
be a legal tender for any debt exceeding 25/.,
unless by Welght according to the. mint
standard. '

. But this law did not prevent any debtor
from paymg any debt, however large.its
amount, in silver currency fresh from the
mint ; that the debtor did not pay in this metal,
was not a matter of chance, nor a matter of
compulsion, but wholly.the effect of choice; it
did not suit him to take silver to the mmt, it
did suit him to take gold thither. It is pro-
bable that if the quantity of this debased
silver in circulation had been enormously
great, and also a legal tender, that a guinea
would have been again worth thirty shillings;
but it would have been the debased shilling
that would have fallen in Value, and not the
guinea that had risen. L

It’appears then, that whilst each of the twa
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metals was equally a legal tender for debts of
any amount,  we were subject - to a constant
change in the principal standard measure of
value.. It would sometimes be gold, _scv)me-\-
times silver, depending entirely on the Va_ri‘av-'
tions in the relative value of the two metals,
and at such times the metal, which was not
the standard, would be melted, and WithdraWh
from circulation, as its value would be grézi'te.l"'
in bullion than in coin. This was an incon-

venience which it was highly desirable should

be remedied, but so slow is the progress of
improvement, that although it had been un-
answerably demonstrated by Mr. Locke, and
had been noticed by all writers on the subject
of money since his day, a better system was
never adopted till the last session of Parlia-
ment, when it was enacted that gold: only
should be a legal tender for any sum exceed-'
ing twenty-one shillings.

Dr. Smith does not appear to have been
quite aware of the effect of employing two
metals as currency, and both a legal tender
for debts of any amount ; for he says that « in
reality, during the continuance of any one
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1'egulzitéd proportion between the respective:

values of the different metals in ‘coin,vthe‘iv

value of the most precious metal regulates the:
value of the whole coin.” Because gqld was
in ‘his .day the medinm in which it sulte'dif
debtors to pay their debts, he thought-that it
hadsomeinherent quality by which it did t.hen,
and always would 1'égula§e the Vglqe of silver.
coin.: | o

On the reformation of the gpld coin in
1774 a new guinea fresh from the mint would

~ exchange for only twenty-one debased shil-

lings; butin the reign of King William, when
the silver coin was in precisely the same con-
dition, a guinea also new and fresh hom the
mint would exchange for thirty shillings.
On this Mr. Buchanan observes,  here, then,
is 2 most singular fact, of which the common.
theories of currency offer no 'acco‘unt;‘..the.
guinea exchanging at one time for thirty
shillihgs, its intrinsic worth 1mn a. debased
silver “currency, and afterwards the same
guinea exchanged for only twenty-one. of
those debased shillings. It is clear tha‘.c some.
great change must have intervened in the
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state of the currency between these two diffe-
rent periods, of which Dr. Smith’s hypothesis

offers no explanation.” -

Itappears to me, that the difficulty may be.
very simply solved, by referring this different
state of the value of the guinea at the two
periods: mentioned, to the different quantities
of debased silver currency in circulation. In
King William’s reign ' gold was not a legal
tender, it passed only at a “conventional
value. All the large payments were probably
made in silver, particularly as paper currency,
and the operations of banking, were then
little understood. The quantity of this de-
based silver money exceeded the quantity
of silver money, which would have been
maintained in circulation, if nothing but
undebased money had been in use; and con-

sequently itwas depreciated aswell as debased.

But in the succeeding period when gold was
a legal tender, when  bank-notes also were
used in effecting payments, the quantity of
debased silver money did not exceed .the

quantity of silver coin fresh from the mint,

which would have circulated if there had,
been no debased silver money ; hence though.
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the money was debased, it was not depreciated.
Mr. Buchanan’s explanation is somewhat dif-
ferent, he thinks that a subsidiary currency 1s
not liable to depreciation, but that the main
currency is. In King William’s reign silver
was the main currency, and hence was liable to
depreciation. In 1774 1t was a subsidiary
currency, and. therefore maintained its value.
Depreciation, however, does not depend on a
‘currency being the subsidiary or the main
~¢urrency, it depends wholly on its being-in
excess of quantity. | o |

To a moderate seighorage on the coinage

of money there cannot be much- objection, -

particularly on that cwrency which is to
effect the smaller payments. -Money is

generally enhanced in value "to the full

‘amount of the seignorage, and therefore it is a
tax which in no way affects those who pay it,
while the quantity of money is not-in excess.
It must, however, be remarked, that in a
-country where a paper currency is established,
although the issuers of such paper should be
liable to’pay it in specie on the demand of
the holder, still, both their notes and the
‘¢oin’ might be depreciated to the full amount
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Of the seignorage on that coin, which is alone
the legal tender, before the check, which

limits the circulation of paper, would operate,

If the seignorage on' gold coin were 5 per
cent, for instance, the currency, by an abun-
._dgnqtzntissue_ of bank-notes, might be really
depreciated 5 per cent. before it would be the
interest of the holders to demand. coin for
the purpose of melting it into bullion; a
depreciation to which we should never be
exposed, 1f either there was no seignorage on
the gold coin ; or, ifa seignorage were allowed,
the holders of bank-notes might demand bul-
lion, and not coin, in exchange for them, at the

mint price of 3. 175.104d. Unless then the

bank should be obliged to pay their notes in
bullion or coin, at the will of the holder, the
late law which allows a seignorage of 6 per
cent., or four pence per oz., on the silifer"coin,
but which directs that gold shall be coined
by the mint without any charge whatever, is
perhaps the most proper, as it will more
effectually prevent any unnecessary variation
of the currency.*

* M. Say recommends that the seignorage should vary
according to the quantity of husiness that the mint might be
called upon to perform.

¢ Government
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£ Government should not coin the bullion of 1nd1v1duals .

except on payment not only of the expenses, but also of the

"profits of coining. This profit might be carried to a consider-
able height, in consequence of the exclusive privilege of coining;

but it must vary according to the circumstances of the mint,
and the quantlty reqmred for circulation.” Vol i. p. 380

Such a regulation would be extremely pernicious, and would
expose us to considerable and unnecessary variation in the bul-
lion value of the culrency

. CHAPTER XXVI.

ON , THE COMPARATIVE VALUE OF GOLD, CORN,
. :AND LABOUR, IN RICH AND IN POOR COUN-
TRIES. . -~

& GOLD and sﬂver’ like all other commo-,

dities,” ' says Adam Smith, “naturallyseek the
market where the best price is given for.them;

and the best price is commonly given for

every thing in the country which can best

‘afford it. Labour, it must be remembered,

1s the ultimate price which is paid for every
thing; and in countries where labouris equally
well rewarded, the money price of ‘labour
will be in proportion to that of the sub-
sistence of the labourer. - But gold and silver
will natur ally exchange for a greater quantity
of subsistence in a rich- than in a poor:coun-
try; in a country which abounds with ‘sub-
sistence, ‘than in one wh1ch is but indiffe-
rently supphed with it.”
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But corn is a commodity, as well as gold,
silver, and other things; if all commodities,
therefore, have a high exchangeable value

in a rich country, corn must not be excepted; -

and hence we might correctly say, that corn
exchanged for a great deal of money, be-
cause 1t was dear, and that money too ex-
changed for a great deal of corn, because

that also was dear; whichisto assert that corn

is dear and cheap at the same time. No point
in political economy can be better established,
than that a rich country is prevented from
increasing in population, in the same ratio as
a poor country, by the progressive difficulty
of providing food. That difficulty must ne-
cessarily raise the relative price of food, and
give encouragement to its importation. How
then can money, or gold and silver, ex-

change for more corn in rich, than in poor

countries? Itis only in rich countries, where
corn is dear, that landholders induce the legis-
lature to’ prohibit the importation of corn.
Who ever heard of a law to prevent the im-
portation of raw produce in America or Po-
land >—Nature has effectually precluded its
importation by the' comparative facility of its
production in those countries. ..
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. How then can it be true, that «if you ex-
cept corn, and such other vegetables, as are
raised altogether by human industry, all other
sorts of rude produce—cattle, poultry, game
of all kinds, the useful fossils and minerals
of the earth, &c., naturally grow dearer as
the society advances.” Why should corn and
vegetables alone be excepted? Dr. Smith’s
error throughout his whole work, lies in sup-
posing that the value of corn is constant ;
‘that though the value of all other things may,
the value of corn never can be raised. Corn,
according to him, is always of the same valué,
because it will always feed the same number
of people. In the same manner it might be
said, that cloth is always of the same value,
because it will always make the same vnumbér
of coats. What can value have to do with
the power of feeding and clothing? -

Corn, like every other commodity, has in
every country its natural pricé,'"~:viz. that price
which is necessary to its production, and with-
out which it could not be cultivated : it is
this price which governs its market pricé,

and which determines the expediency of ex-

2 M
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porting -it- to foreign: countriés. : If the im-
portation of c corn were prohlblted in England
its. natural price mlght rise to 6l. per quartel
n Englmd whilst it was only at half that
price in Irance. If at this time, the prohl-
bition of 1mp0rt’1t1on were removed, - corn
would fall in the English market, not'to a
price between 6/. and 37., but ultlmately and
pennanently to the natural price of France,
the price at which -it ‘could be furnished to
the: English market, and afford the usual and
ordinary proﬁts of stock in France; and it
would remain at this priee, ‘whether England
consumed a hundred thousand, or a ‘million
of quarters. 1f the demand of England were
for the latter quantity, it is probable that,
owing to the necessity under which France
would  be, of having recourse to land of a
. worse quahty, to furnish this large” supply,.
the natural price would rise in France; and
this would' of course affect-also the price of
~cornlin- England All that I contend for is;
that. it is the natural priee’ of commiodities
in the: exportmg ‘country, Whlch ultimately

regulates -the prices at which they shall: be
sold; -if they-are not the’ objects-of monopoly,

in the importing country.
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But Dr. Smith, who has so ably suppmted
the doctrine of the natural price of commo-
dities ultimately regulatmg their market price,
has supposed a case in which he thinks that

the market price would. not be. regulated
either by the natural price of the exporting

or of the nnportlng country. ¢ Diminish the

real opulence either of Holland, or the ter Ii-
tory of Genoa,” he says, “while the number
of ‘their inhabitants remains. the same ; dimi-
nish their power of supplylno‘ themselves from
dlstant countries, and the price of corn, n-
stead of sinking with that diminution in theA
quantity of their silver which must neces-
sarlly -accompany this declension, either; as

1ts cause or as its effect, W111 rise to the price
of a famme

- To me it appeaxs, that the very reverae
would take place: the diminished power of
the Dutch or Genoese to purchase generally,
might depress the prlce of corn.for a time
below its natural price in the country from

| which it was exported, as well asin the coun-
tries in which it was. imported, but it is quite
‘lmposmble that it could ever raise it above
‘that price. It is only by i increasing the: opu-

2 M 2
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lence of the Dutch or Genoese, that you
could increase the demand, and raise the
price of corn above its former price; an.d t.hat
 would take place only for a very htrmte:d
time, unless new difficulties should arise

obtaining the supply.

" Dr. Smith further observes on -this SL.lba'
ject: « When we are in want of necessaries,
we must part with all superfluities, of which
the value, as it risesin times of opulence and
prosperity, so it sinks in times of poverty and
distress.” 'This is undoubtedly true; but.he
continues, ¢ it is otherwise with necessam.es.
Their real price, the quantity of 15}bou.r W’.thh
they can purchase or command,' 1‘1868.111 t}mes
of poverty and distress, and 'S.lnkS in times
of bpulencé and prospe’rity, which are always
times of great abundance, for they could not
otherwise. be times of opulence and prospe-
rity. Corn is a necessary, silver is only a
superfluity.”

Two propositions are here advanced, which
have no connexion with each other; one,
_that under the circumstances supposed, corn
would command more labour, which is not
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disputed ; the other, that corn would sell at

~ a higher money price, that it would exchange

for more silver: this I contend to be erro-
neous. It might be true, if corn were at the
same time scarce, if the usual supply had not
been furnished. Butin this case itis abund ant,
it is not pretended that a less quantity than
usual is imported, or that more is required.

"To purchase corn, the Dutch or Genoese

want money, and to obtain this money, they
are obliged to sell their superfluities; It is
the market value and price of these super-
fluities which falls, and money appears to
rise as compared with them. But this will
not tend to increase the demand for corn,
nor to lower the value of money, the only
two causes which can raise the price of corn.
Money, from a want of credit, and from other
causes, may be in great demand, and con-
sequently dear, comparatively with corn ; but
on no just principle can it be maintained,
that under such circumstances money would
be cheap, and therefore, that the price of
corn would rise,

When we speak of the high or low value of
gold, silver, or any other commodity in dif-

e o i
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ferent countr ies, we should alwa'ys mention
some ' medium- in’ which we are estimating
them, 'or no idea can be-attached to the pro-
position. ~-Thus, when goldis said to be

dearer in England than in'Spain, if no com-

modity:is mentioned, what notion does .thef
asse}}tion*oonvey? If corn, olives, oil, wine;
and wool, be:at a 'eheaper price in Spain than
- England estimated in those commodltles,
gold is dearer in Spain. Ifagain, haldwale

sugar, cloth, &c. be at a lower price n Engj
land than in Spain, then, estimated in t_hose
commodities, gold is dearer in England. Thus

gold appears dearer or cheaper in Spain, as

the fancy of the observer may fix on the me-
dium by which he estimates its value. Adam
Smith, having stamped corn and labour asan
universal measure of value, would naturally
estimate the comparative value of gold by the
quantity of those two objects for which it
would exchange: and, accordingly, when he
speaks-of the comparative value of gold .in
two countries, I understand him to mean Its
value estimated in corn and labour, -

. But we have seen, that, estimated in corn,
gold ‘may be of very different value in two
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countries. . I have endeavoured to shew that
it will be low -in rich countries, and high in
poor countries ;- Adam Smith is of a different
opinion: he thinks that thé value of gold esti-
mated in corn is-highest in rich countries.
But without further examining which of these
opinions is correct, either of them is sufficient
to shew, that gold will not necessanly be
lower in those countries which are in posses-
sion of the mines, ‘though this is a pr oposition

maintained by Adam Smijth. Suppose Eng-

land to be possessed of the mines, and Adam.

Smith’s opinion, that gold is of the greatest
value in rich countries, to be correct: al-
though gold would naturally flow from Eng-
land to all other countries in exchange for
their goods, it would not follow that gold was
necessarily lower in England, -as compared
with corn and Jabour, than in those coun-
tries. In another place, however, Adam Smith
speaks of the precious metals being necessarily

lower in Spain_and Portugal, than in-other
parts of Europe, because those countries hap-
pen to be almost the exclusive possessors:of
the mines which produce them.
,whexe the feudal system still contmues to

¢ Poland

take place - at thls.clay as.beggarly a coun-
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try as it was before the discovery of America.
The money price of corn, however, has risen ;
THE REAL VALUE OF THE PRECIOUS METALS
HAS FALLEN in. Poland, in the same manner
as in other parts of Europe. Their quantity,
therefore, must have increased there as in
other places, and nearly in the same proportion to
the annual produce of the land and labour. This
increase of the quantity of those metals, how-
ever, has not, it seems, increased that annual
produce, has neither improved the manufac-
tures and agriCulture of the country, nor
mended the circumstances of its inhabitants.
Spain and' Portugal, the countries which
possess the mines, are, after Poland, perhaps,
the two most -beggarly countries in Europe.
The value of the precious metals, however,
must be lower in Spain and Portugal than in
any other parts of Furope, loaded, not only
with a freight and insurance, but- with the
expense of smuggling, their exportation being
either prohibited, or subjected to a-duty. In
proportion to the annual produce of the land
and labour, therefore, their quantity must be
greater in those countries than in any other
‘part of Europe: those countries, however,
are poorer than the greater part of Europe.
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Though the feudal system has been abolished

in Spain and Portugal, it has not been suc-
ceeded by a much better.”

Dr. Smith’s argument appears to me to
be this:—Gold, when estimated in corn,  is
cheaper in Spain than in other countries, and
the proof of this is, not that corn is given by
other countries to Spain for gold, but that
cl.oth, :j,ugar, hardware, are by those countries
given 1n exchange for that metal. |




CHAPTER XXVII.

_ TAXES PAID BY THE PRODUCER. .

M. Say greatly magnifies the inconveniences
which result if a tax on a manufactured com-
modity is levied at an early, rather than at
a late period of its manufacture. The manu-
facturers, he observes, through whose hands
the commodity may successively pass, ‘must
employ greater funds in consequence of
having to advance the tax, which is often

 attended with considerable difliculty to a

manufacturer of very limited capital and
credit. 'To this observation no objection can

be made.

Another inconvenience on-which he dwells
is, that in consequence of the advance of the
tax, the profits on the advance also must be
charged to the consumer, and that this addi-
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?{onal tax 1s one from which the treasury de-
rives no advantage. - : B

- In this latter objection I cannot agree vﬁth
M.,S.ay. The state, we will suppose, det_é
to raise ummediately 10000, and levies it on a
manufacturer, who will not, for a '» t“;eii};e;
month, be able to charge it to the consumer
on his finished commodity. - In .consequencie
of such delay, he is obliged to charge for his
commodity an additional price, not-only of
10007 the amount of the tax, but probably
of 1100/., 100/, being for interest on the 1000/
»avdv‘al’_]'ced. "But in return for this additional
lO(_?_Z, paid by the .cdnsume,r, he has a 1'evarlv beé
nefit, inasmuch as his payment of théwt'aﬁ
which Government requ_ifed immediatély, énd

Whichh_é must ﬁnally pay, has been‘postponed

for ayear; an opportunity, therefore, has been

afforded to him of lending to the manufacturer,
-who had occasion for it, the 10007 at 10 per

ce;nt., or at any other rate of interest which
mightbeagreed upon. Eleven hundred pdunds

Ppayable at the end of one year, when money

- »1s at 10 per cent. interest, is of no more value

than 1000 to ‘be paid immediately. - If Go-
vernment. delayed receiving the tax for ope
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year t1]l the manufactme of the commodity
was completed, 1t would, pelhaps, 'be oblig-

est, and it would pay as much for interest as
the consumer would save in price, except-
ing, indeed, that portion of the price which
the manufacturer might be enabled, in conse-

gains. If, for the interest of the Exchequer
bill, Government would have paid 5 per
cent., a tax of 501 is saved by not issuing it.

capital at 5 per cent., and charged the con-
sumer 10 per cent., he also will have gained
5 per cent. on his advance over and above his
usual profits, so that the manufacturer and
Government together gain, or save, precisely
the sum which the consumer pays.. |

M. Slmonde, in his excellent work, - De la
Richesse Commerciale, followmo the same line
of argument as M. Say, has calculated that a
tax of 4000 francs, paid originally by amanufac-
turer, whose profits were at the moderate rate
of 10 per cent., would, if the 'commodity’manu'-
factured only passed through the hands of five
different persons, be raised to the consumer to

ed to issue an Exchequer bill bearing inter-

quence of the tax, to add to his own real

If the manufacturer borrowed the additional -

e S R, ——

541

the sum of 6734 fl'allce. This calculation
proceeds on the supposition, that he who first

advanced the tax, would receive from the

next manufacturer 4400 francs, and he again

- from the next, 4840 francs: so that at each

step 10 per cent. on its value would be added
toit. 'This is to suppose that the value of the
tax would be accumulating at compound in-

‘terest, not at the rate of 10 per cent. per an-

num, but at an absolute rate of 10 per cent.,
at every step of its progress. This opinion of
M. de Simonde would be correct if five years
elapsed between the first advance of the tax,
and the sale of the taxed commodity to the
consumer ; but if one year only elapsed, a re-
muneration of 400 francs, instead of 2734,
would give a profit at the rate of 10 per cent.
per annum, to-all who had contributed to
the advance of the tax, whether the commo-
dity had passed through the hands of five ma-
nufacturers or ﬁfty

[ |




CHAPTER XXVIII.

ON THE INFLUENCE OF DEMAND AND SUPPLY
- ON' PRICES: |

'IT is the cost of productlon which must ulti-

mately regulate the price of commodities, and
not, as has been often said, the proportlon
between the supply and demand:. the pro-
portion between supply and demand may, in-
deed, for a time affect the market value of a
commodity, until it is supplied in greater or
less abundance, according as the -demand
may have increaseéd or diminished ; ‘but this
effect will be only of temporary duration.

Diminish .the cost of production of hats,
and their price will ultimately fall to their
new natural price, although the demand
should be doubled, trebled, or quadrupled.
Diminish the cost of subsistence of men, by
diminishing the natural price of the food and
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clothihg,‘ by which- life’ is sustained, . and
wages ‘will ultimately fall, notwithstanding

~ that the demand for labom ers may very gr eatly

IDCI ease

The opinion that the price of commodltles
dependssolely on'the proportion of supply to
demand, or demand to supply, has become
almost an axiom in political economy, and
has been the source of much error in that
science. It is this opinion which has made
Mr. Buchanan maintain that wages are not
influenced by a rise or fall in the price of pro-
visions, but solely by the demand and supply
of labour; and that a tax on the wages of
labour would not raise wages, because it

would not alter the proportion of the demmd |

of labourers to the supply.

The demand for a commodity cannot be
said to increase, if no additional quantity of
it be purchased or consumed; and yet under
such circumstances its money value may rise.

‘Thus, 1f the Value of money were to fall, the

price. of every commodity would rise, for
each of the- competitors would be willing to

- give more ‘money than" before on its purs

\
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chase ; but though its price rose 10 or 20 per
cent. if no more were bought than before, it
would not, I apprehend, be admissible to
say, that'the variation in the price of the com-
modity was caused by the increased demand
for it. Its natural price, its money cost of
production,: would be really altered by the
altered value of money; and without any in-
crease of demand, the price of the commo-
dity would be naturally adjusted to that new

value.

« We have seen,” says M. Say, ¢ that the
cost of production determines the lowest
priCe to which things can fall: the price be-
low which they cannot remain for any length
of time, because, production would then be
either entirely stopped or diminished. Vol.

i. p. 26.

 Heé afterwards says that the demand for
gold having increased in a still greater pro-
portion than the supply, since the discovery
of the mines, “ its price in goods, instead of
falling in the proportion of ten to one, fell
only in the proportion of four to one;’ that
is to say, instead of falling in proportion as
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1t$ Saturgl; pri’cg had fallen, fell in proportion
asl‘ 1e supply exceeded the demand.* - « T}e
value of every commodity rises always in @ direct
7‘ . . . . o * ‘
ateo-to the demand, and in an wnverse ratio to

the supply.”

- The same opinion is expres ¥ the F
' ressed g
of Lauderdale. P e by the E?-l‘l

“ o ) » - cie e " ’
With respect to the variations in value,; of

Which every thing valuable is susceptible, if
we could for a moment supposethat any s;b-
stance possessed intrinsic and fixed val ue: S0 as
torender an assumed quantity of it constantly

under all circumstances, of an equal Vélu}:‘
thfan the degree of value of all things aScer:
tained by such a fixed standard, Wouid vary

) ¥ If with the quantity of gold and silver which actually ¢
1§Fs,_ these .metlals only served for the manufacture of uty e'}l{‘
au‘d .Qmam'er‘its, ’theylFWOuld be aBundant, and would be ;nmlj
Fheaper’thgn they are at present ; in other words in exch o
ing t!xem?forany'other species of goods, we SIioul,d bé’&)i? "g;
to give pro?ortionallx a greater quantity of them, Butg:s
a ]altgg quantity of these metals is used for money, and as this -
portion is ‘used for no other purpose, there remai:ls less to blg
emPloyed I’ furniture and jewellery ; now this scarcit *addOI‘i‘e'
their value.~Say, vol.-i.'p. 316.. See also noté to‘g.’78;s 0
2N

.
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according to the proportion betwizt hthe 7-qz;an(;
ity of | demand for them, an
tity of them, and the them, anc
evtér;:commodity would of course be §&bJZ§t
to a variation in its‘value;-fl‘om‘fogrfdl erm |

circumstances.

1. « Tt would be subject'to -an -in(.:rea.tsevof
its value, from a diminution of its quantity.

.9, «To a diminution of its .value,*from.vaﬁ
au gmentation of its ‘quantity.

demand.

|  4 | « ItS; value might be diminished -by a

faiILll‘e of demand.

-« As it will, however, clearly vapp.eqr;i;:ha.tz
no  commodity can"p{).?ses.'st | f}};edaarilxcile;r;‘g 1};13_; .
e, so as to.qualify it for a me
Zli]:j;lzz of o’the;l ébmmoditiés,. mankln(jéal;
induced to select, as a practlcal m?ﬁle by
value, that which appears tche{’_l._etzaét ial o o
any of these four sources o.f Yarlatllqns, whieh
are the sole.causes of alteration: of value... . .

‘ —— e e i . e e e
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~ “When in common language,’ ‘therefore,
We express the value of any commodity, it may
vary at one period from 'what it is at another,
In consequence of eight different contin gencies.
1.« From the four circumstances above

Stated, in relation to the commodit')f'of which

we mean to express the value, =~ |
2. “ From the same four'circumstances, ‘in

relation to the ‘commodity we have adopted

as a measure of value,”*

~ This'is true of monopolized commodities,

‘and indeed of the market price of all other

commodities for a limited period. If the

‘demand for hats should be doubled, the 'pil'iéje

would immédiately rise, -but that rise Woiﬂd
be only temporary, unless the cost of produc-
tion of hats, or their natural price, were raised.

If the natural price of bread should fall‘50

per cent. from some great discovery in ‘the

' science’ of agriculture, the demand wouild
‘ot greatly increase; for no man would desire

—

* An Inquiry into the Nature and Origin of Pubhc
Wealth, page 13, ' ‘

o

N 2
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more than would satisfy his rwar.lts, and as
the ﬂeménd would not incre'ase,' neither Woll'ﬂ((i1
the ’Sllpply ; for a commodity 1s not sup}z {)e :
. ﬁlerely because it can be proc'luced, but be-
cause there is a demand for it. Here then
we have a case where the supply and (?lemand
: havé scarcély varied, or if they have 1n_cr.eas-.-
ed they have increased in the same proportat;n,,
and yet the price of bread will have fa 61}
50 per cent. at a time too vsrhen the value o

money had continued invariable.

Commodities which are monopolized, either
by: an individual, or by a company, _valiy
according to the law which Lord Lffmderda e
has laid down : they fall in proportion .ats,..tl}e
ééllers augment their quantity, and rise 1n
Iﬁroportion to the eagerness of -the buyers to
purchase them; their price has no necessary
connexion with taeir natural value: but the
prices of commodities, Which.are sub_]‘ec_t.‘to
competition, and whose quantity may be in-
creased in any moderate degree, will ulti-
iﬁatély depend, not on the state of dem?,nfi
and supply, but on the -in'creased or dimi-
ﬁiéhed cost of their produc_tlon.

e

CHAPTER - XXIX.

MR. MALTHUS’S OPINIONS ON RENT.

ArrnoucH the nature of rent has in the for-
mer pages of this work been treated on at
some length ; yet I consider myself bound to
notice some opinions on the subject, which
appear to me erroneous, and which are the
more important, as they are found in the
writings of one to whom, of all men of the
present day, some branches of economical
science are the most indebted. Of Mr. Mal-
thus’s Essay on Population, T am happy in
the opportunity here afforded me of express-
ing my admiration. The assaults of the op-

ponents of this great work have only served

to prove its strength; and I am persuaded

that its just reputation will spread with the

cultivation of that science of which it is so
eminent an ornament. Mr. Malthus too—has
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satisfactorily explained the principles of rent,

"and shewed that it rises or falls in proportion

to the relative advantages, either of fertility or
situation, of the different lands in cultivation,
and has thereby thrown much- light on many
difficult points connected with the subject of
rent, which were before either unknown, or
very imperfectly understood ; yet he appears
to me to-havefallen into some errors,. which his
authority makes it the more necessary, whilst
his: characteristic candour renders.it less un-
pleasing to notice.. One of these errors lies
in. supposing rent to be a clear gain and a
new creation of riches.

1 do not assent to. all the opinions of Mr.

Buchanan concerning rent; but with those
expressed in the following passage, quoted
from his work by Mr. Malthus, I fully agree:. ;
and - therefore I must dissent from Mr. Mql-
thus’s comment on them.

« In this view it (rent) can form no general

addition to the stock of the community, as

the neat surplus in question is nothing more

than a revenue transferred from one class: to
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another ; and from the mere.circumstance of
its thus changing. hands, it is clear that no
fund  can arise, out of which to pay taxes:

The revenue which pays for the produce of
the land, exists already in the hands of those .

" who purchase that produce; and, if the price

of subsistence were lower, it would still re-.
main in their hands, where it would be just
as available for taxation as-when, by a high-.
er prlce, 1t 1s tlansferled to the landed plO-
prletm

After various observations on the difference-
between raw produce and manufactured com-
modities, Mr. Malthus asks, « Is it pOSS1b1e
then, with M. de Sismondji, to regard rent- as
the sole produce of labour, which has a value:
purely nominal, and the mere result of that
ﬁugmentation of price-which a seller obtains-
in consequence of a peculiar privilege; or,’
with Mr. Buchanan, to consider it as -no
addition to the national wealth, but merely'

~ a-transfer of value, advantageous only to the

landlords, and proportionably injurious to the:
consumers P’ %

*- An Inquiry into the Nature and: Progress of Rent, p- ]‘5.‘-“‘
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- . I have already expressed. my opinion .on
“this subject in treating of rent, and - have now
only further to add, that rent is‘a creation:of
value, as 1 understand that word, but not
a creation of wealth. ' If the price of corn,
from the difficulty of producing any portion
of it; should rise from 4. to 5. per quarter, a
million of quarters will be of the value of
5,000,000/. instead of 4,000,000L, and as this
corn will exchange not only for more money:.
but for more of every other commodity, the
possessors will have a greater amount of value;
and as no one else will in consequence have a
greater value, and in that sense rent is a cre-
ation of value. But this value is so far no-
minal that it adds nothing to the wealth, that
is to say, to the necessaries, conveniences,
and enjoyments of the society. We should
have precisely -the same quan,tity, and no
more of commodities, and the same million
quarters of corn as before; but the effect of
its being rated at 5/ per quarter, instead of
41, would be to transfer a portion of the va-

lue of the corn and commodities from their

former possessors to the landlords. Rent
then is.a creation of valye, but not a:crea-

553

‘tion of wealth; it adds nothing to ‘the

_resources-of a country, it doeés not enable'it

to maintain fleets and armies; for the country
would have a greater disposable fund if its
land were of a better quality, and it could
employ the same capital without generating
a rent, B 4'

In another part of Mr, Malthus’s inquiry”
he observes, “ that the immediate cause of
rent is obviously the excess of price above the
cost of production at which raw produce sells
in the market,” and in another place he says,

“that the causes of the high price of raw

produce may. be stated to be three:—

“ First, and mainly, that quality of the
earth, by which it can be made to yield a
greater portion of the necessaries of life than
is required for the maintenance of the persons
employed on the land. |

- “2dly. That quality peculiar to the neces-
saries of life of being able to create their own
demand, or to raise up a number of demanders
in proportion to the quantity of necessaries
produced. |




554

“« And-3dly. The comparative scarcity of
the most fertile land.” In speaking of the
high price of corn, Mr. Malthus evidently
does not mean the price per quarter or per
bushel, but rather the excess of price for
which: the whole produce will sell, above the
cost of its production, including always n
the term “ cost of production,” profits as well
‘as wages. - One hundred and fifty quarters of
corn at 3l 10s. per quarter, would yield a
larger rent to the landlord than 100 quarters
at 41., provided the cost of pr oductlon were 1n

both caseq the S‘une

ngh p] ice, if the e‘cplessmn be used inthis
sense, cannot then be called a cause of rent
it cannot be said ¢ that, the immediate cause
of rent is obviously the excess of price above
the cost of production, at which raw produce
sells in the market,” for that excess, is itself
rent. Rent, Mr. Malthus has defined to be
“ that portion of the value of the whole pro-
duce which remains to-the owner of the land,
after all the outgoin‘gs belonging to its culti-
vation, of whatever kind, have been paid, 1n-
cluding the profits of the capital employed,

estimated according to the usual and or dmary ‘
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rate of the profits of agricultural stock at the
time being.” Now whatever sum this excess

may. sell for, is. money rent; it is what Mr.
Malthus ineans by * the excess of price above
the cost of production at which raw ploduce

sells in the markets;” and therefore in an

Inquiry into the causes which may elevate

the price of raw produce, compared with the

cost of production, we are inquiring into the-

causes which may elevate rent.

In reference to the first cause of the rise of
rent, Mr. Malthus has the following observa-
tions :- « We still want to know why the con-

su'mption and supply are such as to make the

price so greatly exceed the cost of production,
and the main cause is evidently the fersilif Y.
of the earth in producing the necessaries of
life.  Diminish * this plenty, diminish the
fertlhty of the soil, and the excess will dlll'll-«
nish; diminish it still further, and it will
disappear.” " True, the excess of necessaries

will dlmmlsh and disappear, but that is. not

the question. The question is, whether the
excess of their price above the cost of thei‘l'
ploductlon will diminish and disappear, -for it
is. on this, that rent money depends. . Ts Mr.
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Malthus warranted in his inference, that be~
cause the excess of quantity will diminish and
disappear, therefore * the cause of the high
price of the necessaries of life above the cost of
production is to be found in their abundance,
rather than in their scarcity ; and is not only
essentially different from the high price
occasioned by artificial monopolies, but from
the high price of those peculiar products of
the earth, not connected with food, which
may be called natural and necessary mono-

pohes P’

- Are there no circumstances under which
the fertility of the land, and the plenty of its:
produce may be diminished, without occasion-
ing a -diminished excess of its price above the
cost of pi*o’duction, thatis to say, a diminished:
rent? If there are, Mr. Malthus’s proposition
is much too universal ; for he appears to me
to state it as a general principle, true under

all circumstances, that rent will rise with  the

increased fertility of the land, and will fall
with its diminished fertility. |

 Mr. Malthus-would undOubtedl-y be right, 1f,

in proportion as the land yvielded abundantly,
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a greater share of the whole produce were
paid to the landlmd but the contrary is the
fact : when no other but the most fertile land
15 in cultivation, the landlord has the smallest
share of the whole produce, as well as the
smallest value, and it is only when inferior
lands are required to feed an augmenting
population, that both the landlord’s share of
the whole produce, and the value he 1ece1ves,
progressively increase.

Suppose. that the demand is for a miHion of
quarters of corn, and that they are the pro- -

duce of the land actually in cultivation,
Now, suppose the fertility of all the land.
to be so diminished, that the very same
lands will yield only 900,000 quarters, The
demand being for a million of quarters, the
price of corn would rise, and recourse must
necessarily be ‘had to land of an inferior
quality sooner than if the superior land had.
continued to produce a million of quarters.
But it is. this necessity of taking inferior land
into cultivation which is the cause of the rise
of rent. Rent, it must be remembered, is not
in proportion to the absolute fertility of the-
land in cultivation, but in proportion to. its:
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relative fertility. Whatever cause may-drive
capital to inferior land, must elevate rent; the
cause of rent being, as stated by Mr. Malthus
in his third proposition, “ the comparative
scarcity of the most fertile land.” The price
of corn will naturally rise with 'the difficulty
of producing the last portions of it ; but as the
cost of production will not increase, as wages
and profits taken together will continue always
of the same value, * it is evident that the excess
of price above the cost of production, or, in
otherwords, rent, must rise with the diminished
fertility of the land, unless it is'counteracted
by a great reduction of capital, population,
and demand. Itdoesnotappear then that Mr.
Malthus’s proposition is correct : rent does not
immediately and necessarily rise or fall with
the increased or diminished fertility .of the

land; but-its increased fertility :renders .it
‘capable of paying at some future time an

augmented rent. Land possessed of very

% See page 124, where I have endeavoured to shew, that
whatever facility or difficulty there may be in the production of
corn ; wages and profits together will be of the same value,

When wages rise, it is always at the expense of profits, and

-when-they’ fall, profits always rise.
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Little fertility can never bear anyrent ; land of

‘}nbderate fertility may be made, as population
Increases, to bear a'moderate rent; and-land
of great fertility a high rent; but it is one
thing to be able to bear a high rent, and an-
other thing actually to pay it. Rent may be
lower in a country where lands are exceeding-
ly fertile than in a country where they yield
a. moderate return, it being in' proportion
rather to relative than absolute fertility—to
the value of the produce, and not to its abun-

dance. Mr. Malthus says, that the  cause of

the excess of ‘price of the necessaries of life

above the cost of production, is to be found

in their abundance rather than their scarcity,

and.is essentially different from the high' price

of those peculiar products of the earth, not
connected with food, which may be called
natural and necessary monopolies.”

In what are they essentially - different ?
Would not the abundance of those peculiar
products of the earth cause arise of rent, if the
demand for them at the same time increased
and can rent ever rise, whatever the com-
modity ‘produced ‘may be, from abundance

erely, and without an increase of demand ?
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-~ 'The second cause of rent mentioned by
~ My. Malthus, namely, ¢ that quality peculiar
to the necessaries of life, of being able to
create their own demand, or to raise up a
number of demanders in proportion to the
quantity of necessaries produced,” does.not
appear to me to be any way essential toit. It
is not the abundance of necessaries which

raises up demanders, but the abundance of

demanders which raises up necessaries.

. We are under no necessity of producing
permanently any greater quantity of a com-
modity than that which is demanded. If
by accident any greater quantity were pro-
duced, it would fall below its natural price,
and therefore would not pay the cost of pro-
‘duction, together with the usual and ordinary
profits of stock :- thus the supply would be
checked till it conformed to the demand, and
the market price rose to the natural price.

Mr. Malthus appears to me to be too much
inclined to think that population is.only in-
cteased by the previous. provision: of* food,—
« that it is food that createsits own demand,”
«wsthat: it is by first providing food  that
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ell A v i . ’. ;.‘ ‘ ‘ 3 ; ) | \
‘ 00.1211 ag ementis given to marriage, instead of
co : |

nsidering that the general progress of po-

pulation is affected by the increase of capital

the consequent demand for ]avboul’*,» and the

?‘1se of Wages ; and that the production of food
1s but the effect of that demand.

] It is by gi‘ving the;\y‘orkman more money,
r any other commodity in which wages are
p:'ud,. and which has not fallen in value, that
hls‘ SItugtion 1s improved. The illcl'ez;ée if
populatlon, and the increase of food will o
nerally'bg the effect, but not the neces’Sag:-
effect of high wages. The amended cond.iti" !
of the labourer, in consequence of the e
crgase.d value which is paid him, does not :1"
C?SS&]‘IIY oblige him to marry and take "
‘himself "?he charge of a family—he may 1112‘01:
please him, exchange his increased Weczgés fi ]
any commodities that "may' contribute'bto -h(')r'
enjoyments—ior chairs, tables, ani hard\'val"eI S

or for bettey élothes, sugar, .and tobacco

H1s mcreased wages then will be attended

with no other effect than an increased 1(

mand for some of those commodities; andc- .

f:he race of labourers will not be me,lteria]la S

Increased, his wages will continue permanent}j
20 |

e U |
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‘ . 3 l-lq
ly hi gh. ‘Butalthough this might be»th; ;:(t)he
sequence of high wages, yet so grea o the
delights of domestic society, 1‘:hat in p e
it is invariably found that an I‘HC:;F?SG OofIt)he

1 rs th nded condition :
yulation follows the ame . ne
%ébourer; and it is only because 1t. doe? Os:,f ' ; ;
‘nereased demand arises o

a new and 1ncrease o for foor

: is the effect of an 1ncre
This demand then 1s n i :
of - 0pula,t'10n', but not the cause—it 11s tm}zg;
becl;use the expenditure of the peopfe a i

| ¥ ces-
is directi t the market price of ne
this direction, that € rke Aawy

ies ds the natural price, an e
saries-exceeds t at . AR

] 1r red is produced; ‘
uantity of food requir ce iy
?s becagTSe the number of people 1s increase
that wages again fall.

: ‘oduce
What motive can a farmer have to prod

the consequence woulq be a defpfgss;;); oiiL :;
market price below .1ts natl.na fpa ;rtioﬁ
consequently a privation to hilm o belgw fon.
of his profits, by reducing them

' P
%ZZ:::;;?SG ;)f life, the most importar;t PI;:
1du(;ts; of land, had not the,pro,pertgtic; n(;l; -
i‘ng. an increase of demand propor

i i ed quan-,
their increased quantity, such ncreased q

« 1f,” says Mr. Malthus, the
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tity would occasion a fall in thejr exchange--
able value.* However abundant ‘might be"
the produce of a country, its population might
i'emain stationary. And this abundance with-
out a proportionate demand, and with a very
high corn price of labour, which would na-:
turally take place under these circumstances,
might reduce the price of raw produce, like

the price of manufactures, to the cost of Ppro-
duction,” | |

. Might reduce the price of raw produce
to the cost of production ?” Ts it ever for any
length of time either above or below this
price? Does not Mr. Malthus himself, state:
it never to be sop « I hope,” he says, «to
be excused for dwelling a little, and present-
ing t6 the reader in'various forms the doc-

trine, that corn, in reference to.-the quantity

actually produced, is sold at its necessary price
like manufactures, because I consider it as a
truth of the. highest importance, which has
been overlooked by the economists, by Adam

* Of what increased quantity does Mr.
Who'is to produce it? Who can have any moti
before any demand exists for an additional qu

202

Ma]thus - SPEak ?
ve to produce it,
antity ?




considered as possessing 2’ gradati
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Smith, and all those writers, who have rep;’e;
sented raw produce as selling always a

v . ”
monopoly price.

« FEvery extensive country maiﬁtlg?smk:-.
chines for the productio.n of corn ani ;‘I%lt]\;
materials, including in this gradatlo‘n 1no]d ok
all the various qualities of poor lar a},)un-,
which every territory has ge.nerally snh -
dance, but the inferior machmew \4 dlc1 ey
be said to be employed when"goo al ,ro-l
further and further forced for addlthnati Eues.
duce. As the price of raw px:oduce Qonﬁc‘ces;
to rise, these inferior “machines are s‘. )
ed into action; and as the price ob
e coﬁtinues to fall, they ffu'e suc--
. n out of action. 'The illustra-

cessively throw ’ st
tion here used serves to shew at once the

| ! Cé n; actual
necessity of the actual price of corn.to tl};»le’ el
oduce, ard the different effect Wh.lc would
’ p duction in the prlce,of any

‘attend a great YeQuelo d a great reduction
particular manufacture, and a great TeGHEA

n Yk
in the price of raw prgduce.

sively call
raw produc

B ’ A ) T : . ' . . ) e
¢ In all progressive countries, the averag,
‘than what i nue
jgher than what is necessary to continue
' Observations, p. 21.

% Inquiry, &ec.
price of corn 1s never h ;
the average increase of produce.

Iny
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How are these passages to be reconciled
to that which affirms, that it the necessaries
of life had not the property of creating an

increase of demand proportioned to their in-
creased quantity, the abundant quantity pro-

duced would then, and then only, reduce the

price of raw produce to the cost of produc-

tion? If corn isnever under jts natural price,

it is never more abundant than the actual
population require it to be for their own con-

sumption ; no store can be laid ‘up for the

“ In the employment of fresh capital upon the land, to pro-
vide for the wants of an increasing population, ‘whether this
fresh capital is employed in bringing more land under the
plough, or improving land already in cultivation, the main
quéstiox} always depends upon the expected returns of this ca-
pital; and no part of the gross profits can be diminished,
without diminishing the motive to this mode of employing it
Every diminution of price, not fully and immediately balanced
by a proportioned fall in all the necessary expenses of a farm,
every tax on the land, every tax on farming stock, every tax on
the necessaries of farmers, will tell in the computation ; and if,
after all these outgoings are allowed for, the price of the pro-

~duce will not leave a fair remuneration for the capital em-

ployed, according to the general rate of profits, and a rent at
least equal to the rent of the land in its former state, no suffi-
cient motive can exist to unde

rtake the projected improve-
ment.”  Observations, p. 22.
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consumption of others; it can never then by

. 1ts cheapness and abundance be a stimulus

to population. In proportion as corn can be
produced cheaply, the increased wages of the
labourers will have more power to maintain
families. In America, population increases

rapidly, because food can be produced at a

cheap price, and not because an abundant
supply has been previously provided. InEu-
rope population increases comparatively slow-
ly, because food cannot be produced at a
cheap value. Intheusual and ordinary course
of things, the demand for all commodities
precedes their supply. = By saying, that corn
would, like manufactures, sink to its price
of pfoddctio’n,‘ if it could not raise up de-
manders, Mr. Malthus cannot mean that all
rent would be absorbed ; for he has himself
justly remarked, that if all rent were given
up by the landlords, corn would not fall in
price; rent being the effect, and not the cause
of high price, and there being always one
quality of land m cultivation which pays
no rent whatever, the corn from which re-
places by its price, only wages and profits.

In the following passage, Ml kMe‘dt'hus has
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given an able exposition of the causes of the
rise 1n the price of raw produce in rich and
progressive countries, in every word of which
I concur; but it appears to me to be at variance
W.lth‘some of the propositions maintained by
him in some parts of his Essay on Rent. I
have no hesitation in stating, that, indepen-
dently of the irregularities in the currency of a
country, and other temporary and accidental
circumstances, the cause of the high compara-
t.qfe money price of corn is its high compara-
t1ye real price, or the greater quantity of ca-
pltal and labour which must be employed to
produce it; and that the reasons why the
rfae.tl pri.ce of corn is higher, and continually
rising 1n countries which are already rich,
a,.nd still,. advancing in prosperity and 150p'u1a-
tion, is to be found in the necessity of resort-
ing constantly to poorer land, to machines
_Whlch require a greater expenditure to work
them, and which éonsequently occasion each
fresh addition to the raw produce of the coun-
try to be purchased at a greater cost; in short
it is to be found in the important truth, tha};
corn In a progressive country, is sold at the
price necessary to yield the actual supply;
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and that, as this ‘supply becomes more and
more difficult, the price rises in proportion.”

The real price of a commodity is here pro-.
perly stated to depend on the greater or less

quantity of labour and capital (that is, accu-

mulated labour) which must be employed to
produce it. Real price does not, as some have
contended, depend on money value; nor, as
others have said, on value relatively to corn,
labour, or any other commodity taken singly,
or to all commodities collectively; but, as Mr.
Malthus justly says, “ on the greater (or less)

quantity of capital and labour which must be

employed to produce it,”

Among the causes of the rise of rent, Mr.
Malthus mentions, “such an increase of popu-
lation as will lower the wages of labour.”
But if, as the wages of labour fall, the profits
of stock rise, and they be together always of
the same value,* no fall of wages can raise

rent, for it will neither diminish the por-

tion, nor the value of the portion of the pro-

* See p. 124.
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duce which will be allotted to the farmer and
labourer together, and therefore will not leave
a larger portion, nor a larger value for the
landlord. In proportion as less is appro-
priated for wages, more will be appropriated
for profits, and vice versa. This division will
be settled by the farmer and his ldbourers,
without any interference of the landlord; and
indeed it is a matter in which he can have no

interest, otherwise than as one division may .

be more favourable than another, to new ac-
cumulations, and to a further demand for
land. 1If wages fall, profits, and not rent,
would rise. If wages rose, profits, and not

‘rent, would fall. The rise of rent and wages,

and the fall of profits, are generally the inevit-
able effects of the same cause—the increasing

demand for food, the increased quantity of .
labour required to produce it, and its conse.

quently high price. If the landlord were to
forego his whole rent, the labourers would
not be in the least benefited. If the labourers
were to give up their whole wages, the land-
lords would derive no advantage from such a
circumstance ; but in both cases the farméi'
would receive and retain all which they 'ré—“
linquished. It has been my endeavour to
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shew in this work, that a fall of wages would
have no other effect than to raise profits. =

Another cause of the rise of rent, according
to Mr. Malthus, is “such agricultural im-

provements, or such increase of exertions, as

will diminish the number of labourers neces-
sary to produce a given effect.” = This would
not raise the value of the whole produce, and
- would therefore not increase rent. It would
rather have a contrary tendency, it would
lowerrent; for if in consequence of these im-
provements, the actual quantity of food re-
quiréd could be furnished either with fewer
hands, or with a less quantity of land, the price
of raw.produce would fall, and capital would
be withdrawn from the land.* Nothing can
raise rent, but a demand for new land of an
inferior quality, or some cause which shall
occasion an alteration in the relative fertility
of the land already under cultivation.4 Im-

| # See p. 70, &ec.

- 4 Tt is not necessary to state on every occasion, but it must
be always understood, that the same effect will be produced
by employing different, but equal portions of capital on'the
land already in cultivation, with different results. Rent is the

571

provements in agriculture, and in the division
of labour, are common to all land ; they in-
crease the absolute quantity of raw produce
obtained from each, but probably do not
much disturb the relative proportions which
before existed between them.

Mr. Malthus has justly commented on an
error of Adam Smith, and says, ‘the sub-
stance of his (Dr. Smith’s) argument is, that
corn is. of so peculiar a nature, that its real
price cannot be raised by an increase of its
money price; and that, as it is clearly an in-
crease of real price alone, which can encou-
rage its production, the rise of money price,
occasioned by a bounty, can have no such
effect.” | |

"He continues: “ It is by no means intend-
ed to deny the powerful influence of the price
of corn upon the price of labour, on an aver-
age-of a considerable number of years; but
that this influence is not such as to prevent
the movement of capital to, or from the land,

difference of produce obtained with equal capitals, and with
equal labour on the same, or on different qualities of land,

R ——
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which is the precise point in question, will
be made sufficiently evident by a short in-
quiry into the manner in which labour is

paid, and brought into the market, and by a

consideration of the consequences to which
the assumption of Adam Smith’s proposition
would inevitably lead.”#*

Mr. Malthus then proceeds to shew, that
demand and high price will as effectually en-
courage the production of raw produce, as
the demand and high price of any other com-
~modity will encourage its production. In
this view it will be seen, from what I have said
of the effects of bounties, that I entirely con-
cur. . I have noticed ‘the passage from Mr,
Malthus’s  Observations on the Corn Laws,”
for the purpose of shewing in what a different
sense the term real price is used here, and inhis
other pamphlet, entitled « Grounds of an Opi-
nion, &c.” 1In this passage Mr. Malthus tells
us, that it is clearly an increase of real price
alone which can encourage the production of
corn,” and by real price he evidently means

the-increase in its value relatively to all other

* Observations on the Corn Laws, p. 4.
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 things, or in other words, the rise in its market
above its- natural price, or the cost of its pro-

duction. If by real price this is what is meant,
Mr. Malthus’s opinion is undoubtedly cor-
rect; it is the rise in the market price of
corn which alone encourages its production,

for it may be laid down as a principle uni-

formly' true, that the only encouragement to
the increased production of a commodity, 1s

“its market value exceeding its natural or neces-

sary value.

But this is not the me‘anihg which Mr.
Malthus, on other occasions, attaches to the
term, real price. In the Essay on Rent, Mr.
Malthus says, by “ the real growing price of
corn, I mean the real quantity of labour and,

capital, which has been employed to produce

the last. additions which have been made to
the national produce.” In another part he

states “ the cause of the high comparative-

real price of corn to be the greater quantity
of capital and labour, which must be employ-
ed to produce it.”*  Suppose that in the fore-

* Upon shewing this passage to Mr. Malthus, at the time

when these papers were going to the press, he observed, ¢ that
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goinglpassage we were to substitute this defi-
nition of real price, would it not then run
thusP—« It is clearly the increase in the

quantity of labour and capital which must be

employed to produce corn, which alone can
encourage its production.” 'This would be to

say, thatit is clearly the rise in the natural or -

necessary price of corn, which encourages
its production—a proposition which could not
be maintained. Tt is not the price at which
corn can be produced, thathas any influence
on the quantity produced, but the kprice at
which it can.be sold. Itis in proportion to
the degree of the excess of its price above the
cost of production, that capital is attracted to
or repelled from the land. If that excess be
such as to give to capital so employed, a
greater than the general profit of stock, ca-
pital -will - go to-the land; if less, it will be
withdrawn from it. e

in these two instances he had" inadvertently used the termn real
price, instead of cost of production. Itwill be seen from what
I have already said, that to me it appears, that in these two
 instances he has used the term 7eal price in its true and just
acceptation, and thatin the former case only it is incorrectly

api)lied.'
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It is not then by an alteration in the real

- price of corn that its production is encourag-

ed, but by an alteration in its market price.
It is not “ because a greater quantity of capi-
tal and labour must be employed to produce
it,” Mr. Malthus’s just definition of real
price, that more capital and labour are at-
tracted to the land, butbecause the market
price rises above this its real price, and, not-
withstanding the increased charge, makes the
cultivation of land the more profitable em-
ployment of capital,

Nothing can be more just than the follow-

ing observations of Mr. Malthus, on Adam

'Slnitll’s standard of value. “ Adam Smith

was evidently led into this train of argument,

from his habit of considering labour as the

standard measure of value, and ‘corn as the
measure of labour. But that corn is a very.
inaccurate measure of labour, the history of
our own country will amply demonstrate
where labour, compared with corn, will be
found to have experienced very great and
striking variations, not only from year to

year, but from century to century ; and for-

ten, twenty, and thirty years together. And
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that neither labour nor any other commodity can

be an accurate measure of real value in exchange,

~1s now considered as one of the most incon-~ -

trovertible doctrines of political - economy ;
and, indeed, follows from the very definition
of value in exchange.”

If neither corn nor labour are accurate
measures of real value in exchange, which
they clearly are not, what other commodity
is P—certainly none. If then the expression
real price of commodities, have any meaning,
it must be that which Mr. Malthus has stated,
in the Essay on Rent—it must be measured
by the proportionate quantity of capital and
labour necessary to produce them.

| in Mr. Malthus’s “ Inquiry into the Nature
of Rent,” he says, “ that, independently of

_irregularities in the currency of a country,

and other temporary and accidental circum-
stances, the cause of the high comparative
money . price of corn, is its high comparative

real price, or the greater quantity of capital and

labour which must be employed to produce it.*

* Page 40,
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This, T apprehend; is the correct account

- of'all permanent variations in price, whether

of ,cb.rn or.of any other commodity. A com-
H.lodlty can only permanently rise in price,
either because a greater quantity of capital
and laboulj must be employed to produce it,
or because money has fallen in value ; and on
the contrary, it can only fall in price, either
because a less quantity of capital and labour
may.be employed to produce it, or because

-money has risen in value,

A variation arising from the latter of either
of these alternatives, an altered value of
money, IS common at once to all coin-
modities; but a variation arising from - the
former cause, is confined to the particular
commodity requiring more or less labour in
its production. By allowing the free impor-
tation of corn, or by improvements in agri-
c,u.lture-, raw produce would fall; but the
price of no other commodity would be affect.

ed, exceptin proportion to the fall in the real

value, or cost of production, of the raw pro-
duce which entered into its composition.

- Mr. Malthus, having acknowledged this
2p
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principle, cannot; I think, consistently main-

tain that the whole money value of all .the

commodities in the country must sinl.; ex-
actly in proportion -to the fall in the price of
corn. If the corn consumed in the country
were of the value of ten millions per annum,
and the manufactured and foreign commodl‘f
ties consumed were of the value of: t.Went.yf
millions, making altogether thirty millions, 1t
would not be admissible to infer that t.he. an~
nual expenditure was:reduced to 15 millions,
because corn had fallen 50 per cent.,. or fr\om
10°to 5 millions. E B

The value of the raw produce which ‘enter-'
éd;into:fthe composition of these manufac-
tures might not, for example, exceed 20 per
cént: of their whole value, and, therefore, th.ef
fall in the value of manufactured con?n?odl-z
ti.es,-;inStead‘of ‘being from 20 to IQ mﬂhops,
would be only from 20 to 18 millions; and
after the fall in' the price of.corn of 50 per
cent., the whole amount of the annual ex-
penditure, instead of falling from: ?).O-,to 2;5
millions, would fall from 30 to 23 millions.*:

I,,'*""M‘anuféctﬁ'res, ‘indecd,” could'-not fall in any such
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~ Instead of thus considering the effect of a fall
in the value of raw produce; as Mr. Malthus
was bound to do by his previous admission;
he considers it as precisely the same thin g-with
arise of 100 per cent. in the value of money,
and, therefore, argues. as if all commodities
would sink to half their former price.

- “ During the twenty years, beginning with -
1794, he says, “and ending with 1813, the
average price of British corn per quarter was
about eighty-three shillings ; during the ten
years ending with 1813, ninety-two shillings ;
and during the last five years of the twenty,
one” hundred and. eight shiliings. = In the
course of these twenty years, the Govern-

 ment borrowed near five hundred millions of

real capital ;. for which, on a rough average,
exclusive of the sinking fund, it engaged to
pay about five per cent. But if corn should

proportion, because, under the circumstances supposed, there
would be a new distribution of the precious metals among the
different countries. Our cheap commodities would be ex-
ported in exchange for corn and gold, till the accumulation of

gold should lower its value, .and raise the money price of com-
modities.

Q“P 2




580

fall to fifty shillings a quarter, and other
commddities in proportion, instead of an in-
terest of about five per cent., the Govern-
ment would really pay an interest of seven,
eight, nine, and, for the last two hundred

- millions, ten per cent.

« To this extraordinary generosity towards

the stockholders, I should be disposed to

make no kind of objection, if it were not
necessary to consider by whom it is to be
paid; anda moment’s reflection will shew us,
that it can only be paid by the industrious
classes of society, and the landlords, that is,
by all those whose nominal income will vary
with the variations in the measure of value.
The nominal revenues of this part of the so-
ciety, compared with the average of the last
five years, will be diminished one half, and
out of this nominally reduced income, they
will have to pay the same nominal amount of

taxes.’ *

In the first place, I think, I have already
shewn, that the nominal income of the whole

# The Grounds of an Opinion, &c. page 36.
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country will not be diminished in the pro-

portion for which Mr. Malthus here con-

tends; it would not follow, that becau'se corn

fell fifty per cent., each man’s income would
- be reduced fifty per cent. in value. *

'In the second place, I think the reader
will agree WiAth me, that the increased
c.harge, if admitted, would not fall exclu-
stgly “ on the landlords and the indus-
tl:lOUS classes of society :” the stockholder, by
hls, expenditure, contributes his share to the
support of the public burdens in the same Way.
as the other classes of society. If then mo-
ney became really more valuable, althdliéﬁ
he would receive a greater value, he Woﬁld
also pay a greater value in taxes, and, there-
fore, it cannot be true that the whole addition
to the real value of the interest would be pald

by ¢ the landlords and the industrious classes.”

The whole argument, however, of Mr.
Malthus, is built on an infirm basis: it sup-

* Mr. Malthus, in another part of the same work, sup-

poses commodities to vary 25 or 20 per cent, when corn va-
ries 381, | '

RO |
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poses, because the gross income of the coun-
try is diminished, that, therefore, the net in-
come must also be diminished, in the same
proportion. It has been one of the objects, 9f
this work to shew, that with every fall in
the real value of necessaries, the wages of
labour would fall, and that the profits of stock
would rise—in other words, that of any given
annual value a less portion would be paid
to the labouring class, and a larger portion
to those whose funds employed this class.
Suppose the value of the commodities pro-
‘duced in a particular manufacture to be
1000/., and to be divided between the master
and his labourers, in the proportion of 800/ to
labourers, and 200/. to the master; if the value
of these commodities should fall to 900!., and
1007, be saved from the wages of labour, in
consequence of the fall of necessaries, the net
income of the masters would be in no degree
impaired, and, therefore, he could with just
as much facility pay the same amount of
taxes, after, as before the reduction of price.*

#% TIn Chap. 24. I have observed, that the real resources of
a country, and its ability to pay taxes, depend on its net, and
not on its gross income.
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‘And that wages would fall as much as the
‘mass of commodities, ‘or.rather that the net
income remaining to landlords, farmers, ma-

-nufacturers, traders, and stockholders,: the

~only real payers of taxes, would be as great
as before, is very highly probable ; for nothing
would be even nominally lost to the society. by
the freest importation of corn, but. that por-

tion of rent of which the landlords would be

deprived in consequence of the fall of raw
ploduce :

- The difference between the value .of corn
and all other commodities sold in the ‘coun-
try, before and after the importation of cheap
corn, would be only equal to the fall of rent;

‘because, independently of rent, the same quan-

tity of labour would always produce the same
value.

The whole reduction which is made in
wages, 1s a value actually added to the value
of the net income before possessed by the so-
ciety ; whilst the only value which 1s taken
from that net incomeis the value of that part

of then rent of which the landlor ds will be de-

prived by a fall of raw ploduce VVh(j:jn_W@
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~“consider that the fall of produce acts upon a
limited number of landlords, while it reduces

the wages not only of those who are employed
in agriculture, but of all those who are oc-
cupied in manufactures and commerce, it

‘may well be doubted, whether the net revenue
of the society would sufFel any abatement
-whatever.#* |

But, if it did, it must not be supposed that

the ability to pay taxes will diminish in the
same degree, as the money value, even of the
net revenue. - Suppose that my net .re-
venue were diminished from 1000/ to 9001 ;

but that my taxes continued to be the same,

tobe 1004 : is it not probable that my ability
to pay this 100/. may be greater with the
smaller than with the larger revenue? Com-
modities cannot fall so universally as Mr.

Malthus supposes, without greatly benefiting

the .consumers, without enabling them with a

% This is on the supposition that money continued at

the same value. In the last note, I have endeavoured to shew
that money would not continue of the same value,—that it would
fall, from increased importation ; a fact which is much more
favourable to my argument, '
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much smaller money revenue to command
more of the conveniences, necessaries, and’

luxuries of human life; and the question re-
Solves itself 1 into this—whether those who are

in possession of the net revenue of the country -

will be beénefited as much by the diminished
price of 001nmod1tles, as they will suffer by the
greater real taxation. On which side the ba-

‘lance may preponderate, will depend on the

proportion which taxes bear to the annual re-
venue ; if it be enormously large, it may un-
doubtedly more than counterbalance the ad-
vantages from cheap necessaries; but I trust
enough has been said, to shew, that Mz,

Malthus has very greatly over-rated the loss to
the tax-payers, from a fall in one of the most

important necessaries of life ; and that if they

were not entirely remunerated for the real
increase of taxes, by the fall of wages and
increase of profits, they would be more
than compensated, by the cheaper price of
all- objects on which their incomes were ex-
pende‘d.

That the stockholder is benefited by a great
fall in the Value of com, cannot be doubted ;
but if no one else be i njured, that is no reason

e
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why corn should -be made dear: for the
gains of the stockholder are national gains,
and increase, as all other gains'do, the real

wealth and power of the country. If they
are unjustly benefited, let the degree in which

they are so, be accurately ascertained, and

then it is for the legislature to devise a re-
medy; but no policy can be more unwise
than to shut ourselves out from the great ad-
vantages arising from cheap. corn, and. abun-
dant productions, merely because the stock-
holder would have an undue proportion of

the increase.

To regulate-the dividends on stock by the .

money value of corn, has never yet been at-
tempted. If justice and good faith required
such a regulation, a great debt is due to the
old stockholders; for they have been receiv-
ing the same money dividends for more than
a century, although corn has, perhaps, been
doubled or trebled in price.* :

* Mr. M¢Culloch, in an able publication, has very strongly
contended for'the justice of making the dividends on the na-
tional debt conform to the reduced _valﬁe of corn. He is in
favour of a free trade in corn, but he thinks lt should bebé(:,-";

' companied by a reduction of interest to the national creditor.
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© Mr. Malthus says, “ Tt is true, that the
last additions to the agricultural ‘produce of
an improving country are not attended with
a l.arge proportion of rent; and it is precisely
this circumstance that may make it answer
to a rich country to import some of its corn,
if it can be secure of obtaining an equable
supply. - But in all cases the importation of
foreign corn must fail to answer natio,nally;
if it is not so much cheaper than the corn
that can be grown at home, as to equal both
the profits and the rent of the grain which it
displaces.” Grounds, &c. p. 36. |

As rent is the effect of the high price of corn,
the loss of rent is the effect of a low price. Fo-
reign corn never enters into competition with
su.ch home corn as affords a rent; the fall of
price invariably affects the landlord till the
whole of his rent is absorbed ;—if it fall still
more, the price will not afford even the com-
mon profits of stock; capital will then quit the
land for some other employment, and the
corn, which was before grown upon it, will

then, and not till then, be imported. From

thé'lo§s of rent, there will be aloss of value,
of estimated money value, but there will be
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a'gain of wealth. 'The amount of the raw

produce and other productions together willbe
increased, from the greater facility with which
they are produced; they will, though aug-
mented in quantity, be diminished in value.

-Two men employ equal capitals—one in
agriculture, the other in manufactures. That

in agriculture produces a net annual value of

12001. of which 10004, is retained for profit, and
2001.is paid for rent ; the other in manufactures
produces only an annual value of 1000 Sup-
pose that by importation, the same quantity of
corn can be obtained for commodities which
cost 9507, and that, in consequence, the capi-
tal employed in agriculture is diverted to
manufactures, where it can produce a value
of 1000/ the net revenue of the country will

- be of less value, it will be reduced from 2200/,

to 20007., but there will not only be the same
quantity of commodities and corn for its own

- consumption, but also as much addition to

that quantity as 50/. would purchase, the
difference between the. value at. which its
“manufactures were sold to the foreign coun-
try, and the value of the corn which was pur-
chased from it.

-1
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Mr. Malthus says, « Tt has been justly ob-

~served by Adam Smith, that no equal quan-

tity of productive labour employed in manu-
factures can ever occasion so great a repro-
duction as in agriculture.” If Adam Smith
speaks of value, heis correct, but if he speaks

of riches, which is the important point, he is -

mistaken, for he has himself defined riches
to consist of the necessaries, conveniences,
and enjoyments of human life. One set of
necessaries and conveniences admits of no
comparison with another set; value in use
cannot be measured by any known standard,
it is differently estimated by different persons.

. THE END.
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judge of the rate of interest,- 413_—,'—415,,,.

G.

: =¢7old, and Silver, an insufficient medium. for determining the

- wariable.value of commedities, 7, 8. . But, upon the whole,
L ¢he least inconvenient standard for money, 80, 81. On
. whom a tax upon .gold would ultimately fall, 249, 250.
i‘he value of gold ultimately regulated by the. compara-

tive facility -or. difficulty of producing: it, . 251. . Effects

INDEX: -

~of a tax upon . gold, 252.-961. Evils of prohibiting a free
trade in the precious metals, when' the prices of commodi-
- ties are. raised,. 309. .~ The value of gold and silver propor-

~ tioned to the quantity. of: labour necessary to produce them _
and bring them to market, 499.." Remarks on -the employ-

ment of these metals in: currency, - 516. Their  relative
values at different periods, ‘accounted for, 516—526.: In-
vestigation of the.comparative value of. gold, corn, and la-
bour, in rich and in poor. countries, 527—-53’_7.

Gross Revenz:e,;advantages ‘of, .over-rated by Adam Smith, 491,
And by M. Say, 492, note. . Examination of -this doctrine,

492—498. A diminution .of -gross :income, no diminution

~of net income, 579—583. ..

Holland, low rate of interest in, ‘accounted.for, 400, note. -
Houses, rents of, distinguished into two parts, 263. Difference

between rent. of -houses and that .of land, 264, Taxes on
houses by whom ultimately borne, 266.

L

Importation of corn, effects of a prohibition of): considered, 437,
438, . , S : .

Interest, low rate of, in Holland, accounted for, 400, note. Ef-
fects of accumulation on profits and interest, 398—410.
Observations on the rates of interest,. 412—416. The in-
terest for money is regulated by the rate of. profits which
can be made by the employment of capital, 512, 513.

Labour, the .quantity - of, Tequisite . to. obtain commodities, the
principal source of their. exchangeable value; 4, 5. Effects of
machinery on, cogsidered, 9—11. . Economy in labour re-
duces the relative value of a commodity, 21, 22. 1llustrations
of this principle, 22—42, Adam Smith’s theory of produc-
tive .and; unproductive ; labour, :considered, 64—:@6, notess -
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INDEX.

‘ vNatural price of, explained, 90, 91. Market price of, what,
92. Its influence on'the happiness of the labourer,” 92, 93.
Investigation of the comparative value of labour, gold, and
corn, in rich and in poor countries, 527—58317..

Land, the division of the whole produce of, between landlords,
capitalists, and labourers, is the criterionof rent, profits,
and wages, 44—48, Its different productive qualities, a
cause of rent, 54—58. Effects of increasing its productive
powers by agricultural improvements, .70—7%6. - S

Landlords, tithes i 1n3urlous to, 229, 230. Benefit of a hwh price -

~of corn to them, 474, 475.

Land- Ta:c, virtually a tax on rent, 232. Effects of an' equal
land-tax, imposed indiscriminately on all land cultivated,
234, 235. Error of Dr. Adam Smith, on the inequality of

land and all other taxes, accounted for, 236—238. Tax on -

land and its produce, no bar to cultivation, 238, 239.
Operation of the land-tax of Great Britain, considered, 239,
240. Mistake of M. Say, corrected, 241, 242-—246.°
Lauderdale (Earl of), opinion of, on the influence of demand
and supply on prices, 545—547. Remarks thereon, 547,

548.
Luxuries, observations on the taxing of, 814. Advantages and

disadvantages of taxing them, considered, 327—329.:

M.

Machinery, effects of, in fixing the relative values of commodi-
“ties, 34—41.

Malthus (Mr.), examination of the opinions of, on rent, 549—
566. The real cost of production regulates the price of
commodities, 567, 568, 572, 573. Increase of population
no cause of the rise of rent, 569 ; nor agricultural improve-
ments, 570, 571. His supposition, that net income is di-
minished, in proportion to a diminution of gross income,

disproved, 579—583. Loss of rent, the effect of a low

~ price of corn, 587, 588.
Munufactures, improvement of, in any country, tends to- alter

R INDEX.

‘the distribution of the precious metals among the nations
of the'world, 157—170. Manufacturerspa& less poor rate
- - thanfarmers, 8359—362. The market price of manufactures,
but not their natural price, raised by bounties’ on' their ex-
portation, 436—438.
Mines, -distinguished -by their fertility or barrenneas, TT—79%
Effect of discovering the rich mines of ‘America -on the
- price of ‘the precious metals, 80. Observations on the rent
" of mines, 462-—4617. ‘ o
Money, effects of the rise of, in Value, on the price of commodi-
ties, 43, 44. The rate of proﬁt not affected by variations
in the value of money, 46—48. Different value of money
in different countries, accounted for, 170—173. The value
. of money, generally, diminished by improvements in the
facility of working the mines of the precious metals, 178.
The demand for, -regulated by its value, and its value by
its quantity, 250, 251. Low value of, in Spain, - prejudicial
to the.commerce and manufactures of that country, 307.
Observations on the rates of interest for money,, 412416,
512, 513 -The value of, though partially degraded by a
. bounty on corn; yet not permanently degraded, 432—434.
The quantity of, employed in a countr y, dependant. upon
its value, 500. Effects of the state chargmg a sewnorage
on coining money, 501, 524, 525. :
Bfonopo{y—pmce, .observations on, 340—345.

N.

National Debt, observations on, 340, . - ' :

Net Revenue, advantaO'es of,” unduly estlmated by Adam Smlth
491, and by M. Say, 492, note. Examination of their doc-
trines, 492—498. Is not diminished by a proportlonate )
‘diminution of gross revenue; 579—583.

P, | ,
Paper Currency, circulation of, explained, 501. - Paper-money
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INDEX.

" ot necessarily payable in specie, to ‘secure its value, ‘502.

" But the quantity issued must be regulated according to the

‘value of the standard metal, ibid. 503. - The Bank of England,
why liable to be drained of specie-for its ‘paper currency,
504—506. Compelling the issuers of paper money.to pay

s - their.notes either'in gold coin or bullion, is the only controul

upon their abusing their power of issuing such money, 507.
“ Provided there were perfect security against such abuse, it
is immaterial by whom paper money is issued, 509 Illus—
~tration of this point, 510—516.. i .

" Poor-laws, pernicious tendency of, as they now exist, 111 112

115. Remedxes for, 113, 114.°
Poor-Rates, nature of, 355. How levied, 356—358.- More falls
on the farmer than on the’ manufacturer, in proportion to
their respectlve profits, 359—362. :

Population, increase of, no cause of the rise of rent, 569
Przce (veal), of- things, distinguished, 4.: Nafural and' market
: prlces distinguished, - and how governed, 82—89. . The
prices of commodities not necessarlly raised by a rise in the
price of labour, ‘109, '110. ‘ Rise of price on raw produce,
the only means' by which the cultivator can pay the tax

~ imposed thereon, 195. The market, but not ‘the:natural

* price of manufactures, raised by bounties on-their exporta-~
tion, 436—438. The influence of demand and supply on
prices, considered; 542—548, 567, 568, 572, 573. Alter-
ation in the market price of corn encourages its productlon,
574, 575.

Produce of land, and labour of the country, must be divided be-.
~tween capitalists, lanidlords, and labourers, to- afford a cri-
“terion of ~rent,~-proﬁts, and wages, -44—48." Effect of :taxes
~on-raw: produce, 194 Tax on raw produce raises the

price of wages, 199. Objections against. taxing :the-pro-

duce of land, considered, 201—224. Remarks on the in-

- conveniences supposed to result from the payment of taxes
by the producer, 538—541.

. INDEX.

- Production,- difficulty of, benefits the landlord, '76 .The cost of

production, the regulator of the price of commodities, 542,
567, 568, 572, 578.

P)oﬂls of 'stock difficult to ascertain, 410 The quantity of la-

- .bour necessary to obtain the produce of land, is ‘the crite-

rion.by which: to estimate the rate of profit, wages, and

" rent, 44—48. A rise in the price of corn, productive of a

diminution in the: money value of the fax:mer.’s-proﬁts, 117

—122. . A rise in the price of raw produce, if accompanied
- .by:arise of wages, lowers the agricultural,and manufac-
turing profits, 125—180.- Proofs, that profits depend on
~-the quantity of labour requisite: to. provide necessaries for
labourers, on that land, or with that capital which yields
no rent, 131—144. Effects of an extension of foreign
trade on profits, 146, 147. Proofs, that the profits of the
- favoured trade will speedily subside to the general lével,: 148
- —154.." And so with respect to home trade, 155—157.
. Further proofs that profits depend on real wages, 173—175,
. Tax ,on necessaries virtually a tax-on profits,. 269, 270.
. Effects of a.taxation of profits, considered, 270—284. The
.. profits of stock diminished. by a tax on wages, 285. Effects
- of accumulation on profits and interest, 398—416.
Pro]zzbztzon of importation of corn,- effects of, . considered, 4317,
.- . 488, :
Provisions, causes of. the high prices of,.203. First, a deficient
- supply; 4bid.—204. Secondly, a orladually increasing de-
mand, ultimately attended with an increased cost of pro-
duction, 205. Thirdly, -a fall in-the vilue of money, 209
Fourthly, .a tax on necessaries, 210,

.. R.
Rent, nature of, 49, 50, 52, 362, note. Adam. Smith’s doctrine
of rents, considered, 50, 51.- The different productive
~qualities. of land- and inerease of . population, the cause’ of
rents, 54—58. Rise of, the effect of the increasing wealth
- of.a country, 65, 66. . Influence of. the prices of ‘corn on
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- rent; 67—69.  Effects of agricultural improvements.on yent, .
.70—"76.  Observations on the rent of mines, 77—81... Tax

INDEX.

on rent falls wholly on the landlords,-_QQO;——Q%fL . Corn-
rents materially affected by tithes, 227. ~Examination of
Dr.. Adam Smith’s doctrine concerning the rent of land, 458

. —475. And of Mr. Malthus’s opinions on rent,:549—566.

Increase of population .is no cause of the rise-of rent, 569.
Neither are .agricultural improvements, 570; 571.: Loss of
rent, the effect of a low:price of corn, 587, 588.

Riches, defined, 877. Difference between value and riches; 377—

’

Say

386. Means of increasing the-riches of a country, 386—
388. Erroneous views of M: Say on this subject.considered,
388—397. ‘

S.
(M.), erroneous views of, concerning the principles- of the
land-tax in Greal Britain, corrected, 241—244. Examina-
tion of some of his principles of taxation, 319—324, 330,
331, notes.. Remarks on his mistaken view. of value and
riches, 368—397. Examination:of his doctrine concerning

.bounties on exportation, 443—448. * And on gross and net

revenue, 492—498.. Danger resulting fromhis recommen-
‘dation respecting the charging of seignorage for: coining
moﬁey, 525, 526, notes. Observations on his statement of
the inconveniences resulting from payment of taxes by the
producer, 538—540. His opinion on the influence of de-
mand and supply on prices, considered, 544, 545.

Scarcity, a source of exchangeable value,.2. ,
Seignorage, effects of, on the value of money; 501, 524, 525.
Simonde (M.), remarks on the opinion of, coricerning' the incon-

yeniences resulting from the payment of taxes by the pro-
ducer, 540, 541. ‘

Silver.. See Gold and Silver.

Sinking fund, .in England, merely'nOmilnal,' 340. How :con-

~ducted, 510.

sz'tk (D’r. Adam), on the meaning of the term value,'1. His

.
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'INDEX:

\ ':ﬁoc_t;rine that corn is a proper medium for ﬁi{ipg’theTv’an};ing -
- value .'- of other- things,.-exvamined,.:’i'—-'—!-), '.4St;icfures -on his
. doctrine. relative to labour being the sole ultimate standard
i of the ‘:exchapgeable value of"comf'noditiés,t 10, 11, 575,
- .576. . And on his definitions of rent, 49, 50, 'His theory of
-productive and unproductive -labour considered;’ ,64.;'-66; '

~ . notes. - Correction’ of his erroneous view of the ineqﬁality of
- taxes on land, and all-other taxes, 236—238. His opinion

on the taxes upon the wages  of labour, ‘256." ~Examina-

tion:.;thereof'. by Mr. Buchanan, 287—292. ."Observations - '
- thereon. by the author of ‘this work, -293—306. - *.Cor-

rection of his: mistaken view of taxes upon’ luxuries, 314
~—319. "Remarks on his doctrine concerning: bounties on

* exportation,- 420, 422—439. Examination of his doctrine

conéerning' the rent of.land, 458—475. And 'on gross
and net revenue, 493498, Strictures’ on his‘princip.les

of : paper-currency, - 503—508. His statement : respect-
ing the -advantages of .the Secottish.mode of affording ac-

commodation to trade, disproved, 515; 516523, Remarks

" on his doctrine’ relative to the comparative value of -gold
3

corn, and labour, in rich and.in poor:countries, 529—.537

Spain, commerce and manufactures of, injured by the low value

.of money there, 307.

. Stamp-du(y, weight of, a bart v L
- 267 268, . g a bar 0 the tran.s’felf of landed PFOPEI'ty,

T.

Tazxes, nature of,. explained, 186, - Imp.olicy' of taxes on capital,

190. Taxes upon the transfer of property, 191. . On whom
the several kinds of taxes principally fall, 192, Objections
to taxes on the transference of property, 192, 193. Effect
of tgxes onraw preduce, 194, A rise of price in raw pro-
dgce the only means by which the cultivator can pay the
tax, 195. - Such tax in fact paid by the consumer, 196——yl 98.

| .Tz%x‘ on raw produce and on the necessaries of the labourer,
<, . ’
raises the price of wages, 199, . Objections against the tax-
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atlon of the produce of land consxdered and. refuted 201—
P .,,224 Tlthes, an- equal t.ax, 225,
:..nand a tax. on raw. produce, 296,
-:.281. Tax. on Jand;: vu‘tUally

sk

*.Ground::rents; not a: fair
-subject . of . taxation;: 267.¢ Taxes!o on houses by whom- ulti-

¢ ». . mately bome, 266.:" : Taxes on:necessaries,. virtually-a-tax on

i profits, 269,°270.: ’=Eﬁ‘ects of “taxation of ‘profits considered,

. +270--284. *Taxea upon‘?luxuneb,,.%lét --Advantages and‘f

.S dxsadvantaorea of, 8273829, Supposed absurdmes in! tax-
' ation,: explained and.obviated, :815—817.: Proper objects
i~ .of taxation,..326. ; Observations on the ‘taxation -of other
..commodities than.raw. produce, 830, Effect of taxes to de-
fray 'the interést of loans, 332--334.° *. Remarks :on’ the tax
' .upon, malt, and every other. tax on Taw. produee; 346--353.
- Nature and operation of the poor:rate;855--362." * Exami-
nation of the inconveniences supposed ' to be sustained by
.+the payment of taxes by the producer, 538—b541.
flzt/zes, ‘nature ;of,7225. * Are an equal-tax, ‘2bid.: Difference be-
_.“.tween.tithes'and " a " tax-on raw. -produce, 226. Tithes ma-
-+ - terially ‘affects corn-rents, 227.
importation, and therefore are injurious-to landlords,- 229,
230. Do.not discourage. cultivation, 287,238, ' - '

’

r

Trade, general causes of sudden changes in the channels of, 3631

—365. More particularly the commencement of war after
a long peace, or vice versa, - -865—368. The effects of such

~revulsions on_ogucultule, considered, 369—376." Observa- .

tions on the carrying trade, 407. See Foreign' Trade,
Utility, essential to exchangeable value; 27+ = " =
Voo

Value, definition of, 1. The -distinctive properties -of 'valu'é‘and
riches considered, 377—397. Sce Labour.- Utility essential

. ,leference between them‘.' ,,
ObJectlons to ‘thém; W@
,tax on .rent;, 232" They E
. v :ought to be cleal and: certam,'.»233, 234.: - Effects of taxes -
‘,fh -on gold, considered;; 247—261

- They act’as a_bounty on-

PR

: ,"{hr

e R S
R . R ~ S
co #4
8 - , )
‘ N
) ) o F < 3

s T
: INDEX-” A e e

. P . . N -
- - : . PR »

to. exchangeable value, 2. Scarcnty, one ; source of such value,
~ tbid.: The quantity of labour requlred to obtain corﬁmodltxes,

Effects of arise in wages, on relative value, 43 44 Eﬂ‘ects of
payment of rent on value, 45, 46." Varlatlons in the value
of _money ‘make no difference in the rate’ of profits; 46 47,

The value of gold and silver is in proportion: to the labourq L

:‘e punc1pal source of their exchangeable value, 3=-15: The
effects of aecumulatlon of capltal on relatwe value,’ 1642,

necessary to produce 'md brmO' them to market 499 500. )

Investlgatlon of the: comparatlve value of gold corn, and:
- labour, in I‘lCh and in' poor countrles, 527—581.

W,

- Wages, effects of a rise in, on relative value, 274‘33 43, 44, 48.

Natural and market prices of labour, 90—93... Increase of
capltal in quantlty and value, increases the natuxal price ¢ of
wages, 94, 95. Increase of capital, but not in value, aug-
ments the market price of wages, ibid. Proofs that the in-
creasing difficulty of providing an additional quantity of food
with the same proportional quantity of labour, will raise
wages, 97—104. A rise in wages - not necessarl produCo
tive of comfort to the labourer, 105—108. A rise of wages"
not necessarily productive of a rise in the prices of commodi-
ties, 109, 110, 286—289. Wages will be raised by a tax
on necessaries, 269—270, And by a tax on wages, 285,
Effects of a tax upon wages,- considered, 297—306.
Wealth, causes of the increase of, 66.

J. M‘Creery, Printer,
Black-Horse-court, Londoit.
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