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DEFENCE OF USURY.

LETTER L
INTRODUCTION.

Crichoff, in White Russia,
January 1787.

Amove the various species or modifications
of liberty, of which, on different occasions, we
bave heard so much in England, I do not
recollect ever seeing anything yet offered in
behalf of the Lberty of making one’s own terms
in money-bargains. From so general and uni-
versal a neglect, it is an old notion of mine,
as you well know, that this meek and unas-
suming species of liberty has been suffering
much injustice.

A fancy has taken me, just now, to trouble
you with my reasons: which, if you think
them capable of answering any good purpose,
you may forward to the press: or in the
other case, what will give you less trouble,
to the fire.

In a word, the proposition I have been
accustomed to lay down to myself on this
subject is the following one, viz. that no man
of ripe years and of sound mind, acting freely,
and with his eyes open, ought to be hindered,
with a view to his advantage, from making
such bargain, in the way of obtaining money,
as he thinks fit: nor (what is a necessary
consequence) anybody hindered from sup-
Plying him, upon any terms he thinks proper
to accede to.

This proposition, were it to be received,
would level, you see, at one stroke, all the
barriers which law, either statute or common,
have in their united wisdom set up, either
against the crying sin of Usury, or against the
hard-named and little-heard-of practice of
Champerty; to which we must also add a
portion of the multifarious, and as little-
heard-of offence, of Maintenance.

On this occasion, were it any individual
antagonist I had to deal with, my part would
be a smooth and easy one. * You, who fet-
ter contracts — you, who lay restrains on the
liberty of man, it is for you,” I should say,
‘¢ to assign a reason for your doing s0.” That
contracts in general ought to be observed, is
a rule, the propriety of which, no man was
ever yet found wreng-headed encugh to deny:
if this case is one of the exceptions (for some
doubtless there are) which the safety and
welfare of every society require should be
taken out of that general rule, in this case,

as in all those others, it lies upon him, who
alleges the necessity of the exception, to pro-
duce a reason for it.

This, 1 say, would be a short and very
easy method with an individual : but, as the
world has no mouth of its own to plead by,
no certain attorney by which it can ¢ come
and defend this force and injury,” 1 must even
find arguments for it at a venture, and ran-
sack my own imaginatioh for such phantoms
as I can find to fight with.

In favour of the restraints opposed to the
species of liberty I contend for, I can imagine
but five axguments : —

1. Prevention of usury.

2. Prevention of prodigality.

3. Protectionof indigence againstextortion.

4. Repression of the temerity of projectors,

5. Protection of simplicity against imposi-
tion.—

Of all these in their order.

LETTER 1II

REASONS FOR RESTRAINT — PREVENTION
OF USURY.

I wiLr begin with the prevention of usury:
because in the sound of the word usury lies,
I take it, the main strength of the argument :
or, to speak strictly, of what is of more im-
portance than all argument, of the hold which
the opinion I am combating has obtained on
the imaginations and passions of mankind.

Usury is a bad thing, and assuch ought to
be prevented : usurers are a bad sort of men,
a very bad sort of men, and as such ought to
be punished and suppressed. These are among
the string of propositions which every man
finds handed down to him from his progeni-
tors—which most men are disposed to accede
to without examination ; and indeed not un-
naturally nor even unreasonably disposed, for
itisimpossible that the bulk of mankind should
find leisure, had they the ability, to examine
into the grounds of an hundredth part of the
rules and maxims which they find themselves
obliged to act upon. Very good apology this
for John Trot: but s little more inquisitive~
ness may be required of legislators.

You, my friend, by whom the true force of
words is so well understood, have, I am sure,
gone before me in perceiving, that to say
usury is a thing to be preveuted, is neither
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more nor less than begging the matter in
question. I know of but two definitions that
can possibly be given of usury. One is, the
taking of a greater interest than the law al-
lows of: this may be styled the political or
legal definition, The other is, the taking of a
greater interest than it is usual for men to
give and take: this may be styled the moral
one: and this, where the law has not inter-
fered, is plainly enough the only one. It is
plain, that in order for usury to be prohibited
by law, a positive description must have been
found for it by law, fixing, or rather super-
seding, the moral one. To say, then, that
usury is a thing that ought to be prevented,
is saying neither more nor less than that the
utmost rate of interest which shall be taken
ought to be fixed, and that fixation enforced
by penalties, or such other means, if any, as
may answer the purpose of preventing the
breachofit. A law punishing usury supposes,
therefore, a law fixing the allowed legal rate
of interest: and the propriety of the penal
Iaw must depend upon the propriety of the
simply-prohibitive, or, if you please, declara-
tory one.

One thing, then, is plain: that, antecedent-
ly to custom growing from convention, there
can be no such thing as usury; for what rate
of interest is there that can naturally be more
proper than another? what natural fixed price
can there be for the use of money, more than
for the use of any other thing? Were it not,
then, for custom, usury, considered in a mo-
ral view, would not so much as admit of a
definition: so far from having existence, it
would not so much as be conceivable ; nor,
therefore, could the law, in the definition it
took upon itself to give of such offence, have
s0 much as a guide to steer by. Custom,
therefore, is the sole basis, which either the
moralist in his rules and precepts, or the legis.
lator in his injunctions, can have to build
upon. But what basis can be more weak or
unwarrantable, as a ground for coercive mea-
sures, than custom resulting from free choice ?
My neighbours, being at liberty, have hap-
pened to concur among themselves in dealing
at a certain rate of interest. I, who have
money to lend, and Titius, who wants to bor-
row it of me, would be glad, the one of us to
accept, the other to give, an interest some-
what higher than theirs: why is the liberty
they exercise to be made a pretence for de.
priving me and Titius of ours?

Nor has blind custom, thus made the sole
and arbitrary guide, anything of steadiness or
uniformity in its decisions : it has varied, from
8ge to age, in the same country— it varies,

om country to country, in the same age, and
the legal rate has varied along with it; in-
deed, with regard to times past, it is from
the legal rate, more readily than from any
other source, that we collect the customary
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Among the Romans, till the time of Justinian,
we find it as high as 12 per cent.: in Eng-
land, so late as the time of Henry VIIL., we
find it at 10 per cent.: succeeding statutes
reduced it to 8, then to 6, and lastly to 3,
where it stands at present. Even at pre-
sent, in Ireland it isat 6 per cent., and in the
West Indies at 8 per cent.; and in Hindostan,
where there is no rate limited by law, the
lowest customary rate is 10 or 12. At Con-
stantinople, in certain cases, as I have been
well informed, 30 per cent. is a common rate,
Now, of all these widely different rates, what
one is there, that is intrinsically more proper
than another ? What is it that evidences this
propriety in each instance ? — what but the
mutual convenience of the parties, as mani-
fested by their consent? It is convenience,
then, that has produced whatever there has
been of custom in the matter: what can there,
then, be in custom, to make it a better guide
than the convenience which gave it birth? and
what is there in convenience, that should
make it a worse guide in one case than in an-
other? It would be convenient to me to give
six per cent. for money: I wish to do so.
¢ No,” says the law — ¢ you shan’t.” Why
s0? * Because it is not convenient to your
neighbour to give above five forit.” Can any-
thing be more absurd than such a reason?
Much has not been done, I think, by legisla-
tors as yet, in the way of fixing the price of
other commodities: and, in what little has
been done, the probity of the intention has, I
believe, in general, been rather more unques-
tionable than the rectitude of the principle,
or the felicity of the result. Putting money
out at interest, is exchanging present money
for future: but why a policy, which as applied
to exchanges in general would be generally
deemed absurd and mischievous, should be
deemed necessary in the instance of this par-
ticular kind of exchange, mankind are as yet
to learn. For him who takes as much as he
can get for the use of any other sort of thing,
a house for instance, there is no particular
appellation, nor any mark of disrepute: no-
body is ashamed of doing so, nor 1s it usual
0 much as to profess to do otherwise. Why
& man who takes as much as he can get, be
it six, or seven, or eight, or ten per cent. for
the use of a sum of money, should be called
usurer, should be loaded with an opprobrions
name, any more than if he had bought a
house with it, and made a proportionable
profit by the house, is more than I can see.
Ancther thing I would also wish to learn,
is, why the legislator should be more anxious
to limit the rate of interest one way, than
the other ? why he should set his face against
the owners of that species of property more
than of any other? why he should make it
his business to prevent their getting more
than a certain price for the use of it, rather
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than to prevent their getting less? why, in
short, he should not take means for making
it penal to offer less, for example, than five
per cent., as well as to accept more? Let any
one that can, find an answer to these ques-
tions: it is more than I can do: I except
always the distant and imperceptible advan-
tage, of sinking the price of goods of all
kinds, and in that remote way multiplying
the future enjoyments of individuals. But
this was a consideration by far too distant
and refined, to have been the original ground
for confining the limitation to this side.

LETTER IIL

REASONS FOR RESTRAINT — PREVENTION OF
PRODIGALITY.

HaviNG done with sounds, I come gladly to
propositions ; which, as far as they are true
in point of fact, may deserve the name of
reasons. And first, as to the efficacy of such
restrictive laws with regard to the prevention
of prodigality.

That prodigality is a bad thing, and that the
prevention of itis a proper object for the legis-
lator to propose to himself, so long as he con-
fines himself to (what I look upon as) proper
measures, I bave no objection toallow, at least
for the purpose of the argurent ; though, were
this the principal question, Ishould look upon
it as incumbent on me to place in a fair light
the reasons there may be for doubting how
far, with regard to a person arrived at the age
of discretion, third persons may be competent
judges which of two pains may be of greater
force and value to him-—the present pain of
restraining his present desires, or the future
contingent pain he may be exposed to suffer
from the want to which the expense of grati-
fying these desires may hereafter have reduced
him. To prevent our doing mischief to one
another, it is but too necessary to put bridles
into all our mouths —it is necessary to the
tranquillity and very being of society: but
that the tacking of leading-strings upon the
backs of grown persons, in order to prevent
their doing themselves a mischief, is not ne-
cessary either to the being or tranquillity of
society, however conducive to its well-being,
I think cannot be disputed. Such paternal,
or, if you please, maternal, care, may be a
good work, but it certainly is but a work of
supererogation.

For my own part, I must confess, that so
long as such methods only are employed as
to me appear proper ones, and such there are,
1 should not feel myself disinclined to see
some measures taken for the restraining of
prodigality : but this I caunot look upon as
being of the number. My reasons I will now
endeavour to lay before you.

In the first place, I take it, that it is nei-

REASONS FOR RESTRAINT. 5

ther natural nor usual for prodigals, as such,
to betake themselves to this method: I mean,
that of giving a rate of interest above the
ordinary one, to supply their wants,

In the first place, no man, Ihope you will
allow, prodigal or not prodigal, ever thinks
of borrowing money to spend, so long as he
has ready money of his own, or effects which
he can turn into ready money without loss.
And this deduction strikes off what, I sup-
pose, you will look upon as the greatest pro-
portion of the persons subject, at any given
time, to the imputation of prodigality.

In the next place, no man, in such a country
as Great Britain at least, has occasion, or is
at all likely, to take up money at an extra-
ordinary rate of interest, who has security
to give, equal to that upon which money is
commonly to be had at the highest ordinary
rate. While so many advertise, as are to be
seen every day advertising, money to be lent
at five per cent., what should possess a man,
who has anything to offer that can be called a
security, to give, for example, six per cent.,
is more than I can conceive,

You may say, perhaps, that a man who
wishes to lend his money out upon security,
wishes to have his interest punctually, and
that without the expense, and hazard, and
trouble, and odium of going to law ; and that
on this account it is better to have a sober
man to deal with than a prodigal. So fur I
allow you ; but were you to add, that on this
account 1t would be necessary for a prodigal
to offer more than another man, there I should
disagree with you. Inthe first place, it is not
so easy a thing, nor, I take it, a common
thing, for the lender upon security to be able
to judge, or even to form any attempt to
judge, whether the conduet of one who offers
to borrow his money is or is not of such a
cast as to bring him under this description.
The question, prodigal or not prodigal, de-
pends upon two pieces of information, neither
of which, in general, is very easy to come at:
on the one hand, the amount of his means and
reasonable expectations ; on the other hand,
the amount of his expenditure. The goodness
or badness of the security is a question of a
very different nature: upon this head, every
man has a known and ready means of ob-
taining that sort of information which is the
most satisfactory the nature of things affords,
by going to his lawyer. It is accordingly, I
take it, on their lawyer’s opinion, that lenders
in general found their determination in these
cases, and not upon any calculations they may
have formed concerning the receipt and ex-
penditure of the borrower. But even sup-
posing a man’s disposition to prodigality to be
ever s0 well known, there are always enough
to be found, to whom such a disposition
would be rather an inducement than an ob-
jection, so long as they were satisfied with
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the security. Everybody knows the advan-
tage to be made in case of mortgage, by
foreclosing or forcing o sale: and that this
advantage is not uncommonly locked out for,
will, I believe, hardly be doubted by any one
who has had occasion to observe the course
of business in the court of Chancery.

In short, g0 long as & prodigal has anything
to pledge, or to dispose of — whether in pos-
session, or even in reversion — whether of a
certain, or even of a contingent nature, I see
not how he can receive the smallest benefit
from any laws that are or can be made to fix
the rate of interest. For, suppose the law
to be efficacious as far as it goes, and that the
prodigal can find none of those monsters
called usurers to deal with him, does he lie
quiet ? No such thing: he goes on and gets
the money he wants, by selling his interest,
instead of borrowing. He goes on, Isay; for
if he has prudence enough to stop him any-
where, he is not that sort of man whom it can
be worth while for the law to attempt stop-
ping by such means, It is plain enough, then,
that to a prodigal thus circumstanced, the
law cannot be of any service; on the con-
trary, it may, and in many cases must, be of
disservice to him, by denying him the option
of a resource, which, how disadvantageous
soever, could not well have proved more so,
but would naturally have proved less so,
than those which it leaves still open to him,
But of this hereafter.

I now come to the only remaimng elass of
prodigals, viz. those who have nothing that
can be called a security to offer. These, I
should think, are not more likely to get mo-
ney upon an extraordinary rate of interest,
than an ordinary one. Persons who either
feel, or find reasons for pretending to feel, a
friendship for the borrower, cannot take of
him more than the ordinary rate of interest:
persons who have no such motive for lending
him, will not lend him at all. If they know
him for what he is, that will prevent them, of
course ; and even though they should know
nothing of him by any other circumstance,
the very circumstance of his not being able
to find & friend to trust him at the highest
ordinary rate, will be sufficient reason to a
stranger for looking npon him as a man who,
in the judgment of his friends, is not likely
to pay.

The way that prodigals run into debt, after
they have spent their substance, is, I take it,
by borrowing of their friends and acquaint-
ante, at ordinary interest, or more commonly
at no interest, small sums, such as each man
may be content to lose, or be ashamed to ask
réal security for; and as prodigals have ge-
nerslly an extensive acquaintance (extensive
acquaintance being at once the cause and
effect of prodigality,) the sum-total of the
money & man mey thus find means to squander

OF USURY. [Leryes II

may be considerable, though each sum bor-
rowed may, relatively to the circumstances
of the lender, have been inconsiderable. This
I take to be the race which prodigals, whe
bave spent their all, run at present, under
the present system of restraining laws; and
this and no other, I take it, would be the
race they would run, were those laws out of
the way.

Another consideration there is, I think,
which will complete your conviction, if it
was not complete before, of the inefficacy of
these laws, as to the putting any sort of re-
straint upon prodigality. ‘This is, that there
is another set of people from whom prodigals
get what they want, and always will get it so
long as credit lasts, in spite of all laws against
high interest ; and, should they find it neces-
sary, at an expense more than equal to any
excess of interest they might otherwise have
to give: I mean, the tradesmen who deal in
the goods they want. Everybody knows it is
much easier to get goods than money. Peo-
ple trust goods upon much slenderer security
than they do money: it is very natural they
shoulddo so. Ordinaryprofit of trade upon the
whole capital employed in a man’s trade, —
even after the expense of warehouse-rent,
journeymen’s wages, and other such general
charges, are taken into the account, and set
against it, — is at least equal to double inte-~
rest ; say 10 per cent. Ordinary profit upon
any particular parcel of goods must there-
fore be a great deal more, say at least triple
interest, 15 per cent. In the way of trading,
then, a man can afford to be at least three
times as adventurous as he ean in the way of
lending, and with equal prudence. So long,
then, as a man is looked upon as one who
will pay, he can much easier get the goods
he wants than he could get the money to buy
them with, though he were content to give
for it twice, or even thrice, the ordinary rate
of interest.

Supposing anybody, for the sake of extra-
ordinary gain, to be willing to run the risk
of supplying him, although they did not look
upon his personal security to be equal to that
of another man, and for the sake of the ex-
traordinary profit, to run the extraordinary
risk, — in the trader — in short, in every sorb
of trader whom he was accustomed to deal
with in his solvent days, he sees a person who
may accept of any rate of profit, without
the smallest danger from any laws that are or
can be made against usury. How idle, then,
to think of stopping a man from making six,
orseven, or eight per cent. interest, when, if
he chooses to run & risk proportionable, he
may in this way make 30 or 40 per cent., or
any rate you please. And as to the prodigal,
if be cannot get what he wants upon these
terms, what chance is there of his getting it
upon any terms, supposing the laws against
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usury to be away? This, then, is another
way in which, instead of serving, it injures
him, by narrowing his option, and driving
him from a market which might have proved
less disadvantageous, to a more disadvanta-
geous one.

As far as prodigality, then, is concerned, I
must confess I cannot see the use of stopping
the current of expenditure in this way at the
fosset, when there are so many unpreventable
ways of letting it run out at the bung-hole.

‘Whether any harm is done to society, upon
the whole, by letting so much money drop at
once out of the pockets of the prodigal, who
would have gone on wasting it, into the till
of the frugal tradesman, who will lay it up,
is not worth the inquiry for the present pur-
pose : what is plain is, that, so far as the
saving the prodigal from paying at an extra-
ordinary rate for what he gets to spend, is the
object of the law, that object is not at all
promoted by fixing the rate of interest upon
money borrowed. On the contrary, if the law
has any effect, it runs counter to that object ;
since, were he to borrow, it would only be in
as far as he could borrow at a rate inferior to
that at which otherwise he would be obliged
to buy. Preventing his borrowing at an extra
rate may have the effect of increasing his dis-
tress, but cannot have the effect of lessening
it: allowing his borrowingat such a rate might
have the effect of lessening his distress, but
could not have the effect of increasing it.

To put a stop to prodigality, if indeed it
be worth while, I know but of one effectual
course that can be taken, in addition to the
incomplete and insufficient courses at present
practicable ; and that is, to put the convicted
prodigal under an inferdict, as was practised
formerly among the Romans, and is still prac-
tised among the French, and other nations
who have taken the Roman law for the
ground-work of their own. But to discuss
the expediency, or sketch out the details of
such an institution, belongs not to the present
purpose.

LETTER IV.

REASONS FOR RESTRAINT ~ PROTECTION OF
INDIGENCE.

BesipEs prodigals, there are three other
classes of persons, and but three, for whose
security I can conceive these restrictive laws
to have been designed: I mean the indigent,
the rashly enterprising, and the simple ; those
whose pecuniary necessities may dispose them
to give an interest above the ordinery rate,
rather than not have it ; and those who, from
rashness, may be disposed to venture upon
giving such a rate, or from carelessness, com-
bined with ignorance, may be disposed to
acquiesce in it.

PROTECTION OF INDIGENCE. 7

In speaking of these thrée different classes
of persons, I must beg leave to consider one
of them at a time ; and accordingly, in speak-
ing of the indigent, I must consider indigence
in the first place as untinctured with simpli-
city. On this occasion I may suppose, and
ought to suppose, no particular defect ina
man’s judgment, or bis temper, that should
mislead him, more than the ordinary run of
men. He knows what is his interest as well
as they do, and is as well disposed and sble
to pursue it as they are.

I have already intimated what X think is
undeniable, that there are no one, or two, or
other limited number of rates of interest, that
can be equally suited to the unlimited num-
ber of situations, in respect of the degree of
exigency in which a man is liable to find him-
self: insomuch that, to the situation of a
man who, by the use of money, can make
for example 11 per cent., 6 per cent. is as
well adapted as 5 per cent. is to the situation
of him who can make but 10, —to that of
him who can make 12 per cent., 7, and so
on. 8o, in the case of his wanting it to save
himself from a loss (which is that which is
most likely to be in view under the name of
erigency,) if that loss would amount to 11 per
cent., 6 per cent. is as well adapted to his situ-
ation as 5 per cent. would be to the situation
of him whohad but a loss amounting to 10 per
cent. to save himself from by the like means.
And in any case, though, in proportion to the
amount of the loss, the rate of interest were
even so great as that the clear saving should
not amount to more than 1 per cent. or any
fraction per cent., yet solong as it amounted
to anything, he would be just so much the
better for borrowing, even on such compara-
tively disadvantageous terms. If, instead of
gain, we put any other kind of benefit or ad-
vantage —if, instead of loss, we put any other
kind of mischief or inconvenience of equal
value, the result will be the same.

A man is in one of these situations, sup-
pose, in which it would be for his advantage
to borrow. But his circumstances are such,
that it would not be worth anybody’s while
to lend him, at the highest rate which it is
proposed the law should allow — in short, he
cannot get it at that rate. If he thought he
could get it at that rate, most surely he would
not give a higher : he may be trusted for that,
for by the supposition he has nothing defec~
tive in his understanding. But the fact is, he
cannot get it at that lower rate. Ata higher
rate, however, he could get it : and at that
rate, though higher, it would be worth his
while to get it: so he judges, who has no.
thing to hinder him from judging right — who
has every motive and every means for forming
a right judgment — who has every motive
and every means for informing himself of the
circumstances upon whieh rectitude of judg-
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ment, in the case in question, depends. The
legislator, who knows nothing, nor can know
anything, of any one of all these circum-
stances — who knows nothing at all about
the matter, comes and says to him —*¢ It sig-
nifies nothing ; you shall not have the money:
for it would be doing you a mischief to let
you borrow it upon such terms.” And this
out of prudence and loving-kindness! There
;m;y he worse cruelty, but can there be greater
olly ?

The folly of those who persist, as is sup-
posed without reason, in not taking advice,
has been much expatiated upon. But the
folly of those who persist, without reason, in
forcing their advice upon others, has been but
little dwelt upon, though it is, perbaps, the
more frequent, and the more flagrant of the
two. It is not often that one man is a better
judge for another, than that other is for him-
self, even in cases where the adviser will take
the trouble to make himself master of as many
of the materials for judging, as are within the
reach of the person to be advised. But the
legislator is not, cannot be, in the possession
of any one of these materials. What private
can be equal to such public folly ?

1 should now speak of the enterprising class
of borrowers : those who, when characierized
by a single term, are distinguished by the un-
favourable appellation of projectors; but in
what I shall bave to say of them, Dr. Smith,
I begin to foresee, will bear so material a
part, that when I come to enter upon that
subject, I think to take my leave of you, and
address myself to him.

LETTER V.

REASONS FOR RESTRAINT — PROTECTION OF
SIMPLICITY.

1 come, lastly, to the case of the simple.
Here, in the first place, I think I am by this
time entitled to observe, that no simplicity,
short of absolute idiotism, ean cause the in-
dividual to make a more groundless judgment,
than the legislator, who, in the circumstances
above stated, should pretend to confine him
to any given rate of interest, would bave made
for him.

Another consideration, equally conclusive,
is, that were the legislator’s judgment ever
so much superior to the individual’s, how
weak soever that may be, the exertion of it
on this occasion can never be any otherwise
than useless, so long as there are so many si-
milar occasions, as there ever must be, where
the simplicity of the individual is equally
likely to make him a sufferer, and on which
the legislator cannot interpose with effect,
nor has ever so much as thought of inter-
posing.

Buying goods with money, or upon credit,

[LeTTER V.

is the business of every day ; borrowing money
is the business only of some particular exi-
gency, which, in comparison, can occur but
seldom. Regulating the prices of goods in
general would be an endless task, and no le-
gislator has ever been weak enough to think
of attempting it. And supposing he were to
regulate the prices, what would that signify
for the protection of simplicity, unless he
were to regulate slso the quantum of what
each man should buy? Such quantum is in-
deed regulated, or rather means are taken to
prevent buying altogether : but in what cases?
In those only where the weakness is adjudged
to have arrived at such a pitch as to render
a man utterly unqualified for the management
of his affairs ; in short, when it has arrived
at the length of idiocy.

But in what degree soever a man’s weak-
ness may expose him to imposition, he stands
much more exposed to it in the way of buy-
ing goods, than in the way of borrowing
money. To be informed, beforehand, of the
ordinary prices of all the sorts of things a
man may have occasion to buy, may be a task
of considerable variety and extent. To be
informed of the ordinary rate of interest, is
to be informed of one single fact, too inte-
resting not to have attracted attention, and
too simple to have escaped the memory. A
few per cent. enhancement upon the price of
goods, is a matter that may easily enough pass
unheeded ; but a single per cent. beyond the
ordinary interest of money, is a stride more
conspicuous and startling, than many per
cent. upon the price of any kind of goods.

Even in regard to subjects, which by their
importance would, if any, justify a regula-
tion of their price, such as for instance land,
T question whether there ever was an instance
where, without some such ground as, on the
one side fraud, or suppression of facts neces-
sary to form a judgment of the value, or at
least ignorance of such facts, on the other, a
bargain was rescinded, merely because a man
had sold too cheap, or bought too dear. Were
I to take a fancy to give a hundred years
purchase instead of thirty, for a piece of land,
rather than not have it, I don’t think there
is any court in England, or indeed anywhere
else, that would interpose to hinder me, much
less to punish the seller with the loss of three
times the purchase money, as in the case of
usury. Yet when Ihad got my piece of land,
and paid my money, repentance, were the
law ever so well disposed to assist me, might
be unavailing: for the seller might have
spent the money, or gone off with it. But,
in the case of borrowing money, it is the
borrower always, who, according to the in-
definite or short term for which money is
lent, is on the safe side: any imprudence he
may have committed with regard to the rate
of interest may be corrected at any time: if
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I find T have given too high an interest to
one man, 1 have no more to do than to bor-
row of another at a lower rate, and pay off
the first : if I cannot find anybody to lend
me at a lower, there cannot be a more cer-
tain proof that the first was not in reality
too high. But of this hereafter,

LETTER VL
MISCHIEFS OF THE ANTI-USURIOUS LAWS.

In the preceding Letters, I have examined
all the modes I can think of, in which the
restraints imposed by the laws against usury
can have been fancied to be of service.

I hope it appears by this time, that there
are no ways in which those laws can do any
good. But there are several, in which they
cannot but do mischief.

The first I shall mention, is that of pre-
cluding so many people altogether from the
getting the money they stand in need of, to
answer their respective exigencies. Think
what a distress it would produce, were the
liberty of borrowing denied to everybody :
denied to those who have such security to
offer, as renders the rate of interest they
have to offer a sufficient inducement, for a
man who has money, to trust them with it.
Just that same sort of distress is produced,
by denying that liberty to so many people
whose security, though if they were permit-
ted to add something to that rate it would
be sufficient, is rendered insufficient by their
being denied that hberty. Why the mis-
fortune of not being possessed of that arbi-
trarily exacted degree of security should be
made a ground for subjecting a man to a
hardship which is not imposed on those who
are free from that misfortune, is more than I
can see. To discriminate the former class
from the latter, I can see but this one cir-
cumstance, viz. that their necessity is greater.
This it is by the very supposition: for were
it not, they could not be, what they are sup-
posed to be, willing to give more to be re-
lieved from it. In this point of view, then,
the sole tendency of the law is, to heap dis-
tress upon distress.

A second mischief is that of rendering the
terms so much the worse, to a multitude of
those whose circumstances exempt them from
being precluded altogether from getting the
money they have occasion for. In this case,
the mischief, though necessarily less intense
than in the other, is much more palpable and
conspicuous. Those who cannot borrow may
get what they want, so long as they have
anything to sell. But while, out of loving-
kindness or whatsoever other motive, the
law precludes a man from borrowing upon
terms which it deems too disadvantageous, it
does not preclude him from selling, upon any
terms, howsoever disadvantageous. Every-
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body knows that forced sales are attended
with a loss: and to this loss, whet would be
deemed a most extravagant interest bears in
general no proportion. When a man’s move-
ables are taken in execution, they are, I be-
lieve, pretty well sold, if, after all expenses
paid, the produce amounts to two-thirds of
what it would eost to replace them. In this
way, the providence and loving-kindness of
the law costs him 33 per cent. and no more,
supposing, what is seldom the case, that no
more of the effects are taken than what is
barely necessary to make up the money due.
If, in her negligence and weakness, she were
to suffer him to offer 11 per cent. per annum
for forbearance, it would be three years before
he paid what he is charged with, in the first
instance, by her wisdom.

Such being the kindness done by the law
to the owner of moveables, let us see how it
fares with him who has an interest in im-
moveables, Before the late war, thirty years’
purchase for land might be reckoned, 1think
it is pretty well agreed, a medium price. Du-
ring the distress produced by the war, lands
which it was necessary should be sold, were
sold at twenty, eighteen, nay, I believe, in
some instances, even so low as fifteen years’
purchase. If I do not misreeollect, I remember
instances of lands put up to public auction,
for which nobody bid so high as fifteen. In
many instances, villas which had been bought
before the war, or at the beginning of it, and
in the interval had been improved rather than
impaired, sold for less than half, or even the
quarter, of what they had been bought for.
1 dare not here for my part pretend to be ex-
act: but on this passage, were it worth their
notice, Mr. Skinner, or Mr. Christie, could
furnish very instructive notes. Twenty years’
purchase, instead of thirty, I may be allowed
to take, at least for illustration. An estate,
then, of £100 a-year, clear of taxes, was de-
vised to a man, charged, suppose, with £1500,
with interest till the wmoney should be paid.
Five per cent. interest, the utmost which
could be accepted from the owner, did not
answer the incumbrancer’s purpose: he chose
to have the money. But 6 per cent., perhaps,
would have answered his purpose ; if not, most
certainly it would have answered the purpose
of somebody else: for multitudes there all
along were, whose purposes were answered
by five per cent. The war lasted, I think,
seven years; the depreciation of the value of
land did not take place immediately ; but as,
on the other hand, neither did it immediately
recover its former price upon the pesce, if
indeed it has even yet recovered it, we may
put seven years for the time during which it
would be more advantageous to pay this ex-
traordinary rate of interest than sell the land,
and during which, accordingly, this extraor-
dinary rate of interest would have had torun.
One per cent. for seven years, is not quite of
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equal worth to seven per cent. the first vear;
say, however, that it is. The estate, which
before the war was worth thirty years’ pur-
chase, that is, £3000, and which the devisor
had given to the devisee for that value, being
put up to sale, fetched but twenty years’ pur.
chase, £2000. At the end of that period it
would have fetehed its original value, £3000.
Cuinpare, then, the situation of the devisee
at the seven years’ end, under the law, with
what it would have been withont the law. In
{he former case, the land selling for twenty
yeurs' purchase, . e. £2000, what he would
have, after paying the £1500, is £500; which,
with the interest of that sum at five per cent.
for seven years, viz. £175, makes, at the end
of that seven years, £675. In the other case,
paying six per cent. on the £1500, that is,
£30 a-year, and receiving all that time the
rent of the land, viz. £100, he would have
Dhad, at the seven years’ end, the amount of
the remaining £10 during that period, that
is, £70, in addition to his £1000; £675 sub-
tracted from £1070 leaves £395. This £395,
then, is what he loses out of £1070, almost
thirty-seven per cent. of his capital, by the
loving-kindness of the law., Make the cal-
culations, and you will find, that by prevent-
ing him from borrowing the money at six per
cent. interest, it makes him nearly as much
a sufferer as if he had borrowed it at ten.
What I have said hitherto is confined to
the case of those who have present value to
gmve for the money they stand in need of.
If they have no such value, then, if they suc-
ceed in purchasing assistance upon any terms,
it must be in breach of the law; their lenders
exposing themselves to its vengeance ; for I
speak not here of the accidental case of its
being so constructed as to be liable to eva-
sion. But, even in this case, the mischievous
influence of the law still pursues them — ag-
gravating the very mischief it pretends to
remedy. Though it be inefficacious in the
way in which the legislator wishes to see it
efficacious, it is efficacious in the way oppo-
site to that in which he would wish to see it
s0. The effect of it is, to raise the rate of
interest higher than it would be otherwise,
and that in two ways. In the first place, a
man must, in common prudence, as Dr, Smith
vbserves, make a point of being indemnified,
not ouly for whatsoever extraordinary risk it
is that he runms, independently of the law,
but for the very risk occasioned by the law:
he must be insured, as it were, against the
law. This cause would operate, were there
cven as many persons ready to lend upon the
illegal rate, as upon the legal. But thisis
not the case: a great number of persons ere,
of course, driven out of this competition by
the danger of the business, and another great
number by the disrepute which, under cover
of these prohibitory laws or otherwise, has
fustened itself upon the name of usurer,
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many persons, therefore, being driven out of
the trade, it happens in this branch, as it
must necessarily in every other, that those
who remain have the less to withhold them
from advancing their terms; and without
confederating (for it must be allowed that
confederacy in such a case is plainly impos-
sible) each one will find it easier to push his
advantage up to any given degree of exorbi-
tancy, than he would, if there were a greater
number of persons of the same stamp to re-
sort to.

As to the case where the law is so worded
as to be liable to be evaded, in this case it is
partly inefficacious and nugatory, and partly
mischievous. It is nugatory as to all such
whose confidence of its being so is perfect :
it is mischievous. as before, in regard to all
such who fail of possessing that perfect con-
fidence. If the borrower can find nobody at
all who has confidence enough to take advan-
tage of the flaw, he stands precluded from all
assistance, as before : and though he should,
yet the lender’s terms must necessaiily run
the higher, in proportion to what his confi-
dence wants of being perfect. It is not likely
that it should be perfect : it is still less likely
that he should acknowledge it so to be: it is
not likely, at least as matters stand in Eng-
land, that the worst-penned law made for
this purpose should be altogether destitute of
effect : and while it has any, that effect, we
see, must be in one way or other mischievous.

I have already hinted at the disrepute, the
ignominy, the reproach, which prejudice, the
cause and the effect of these restrictive laws,
has heaped upon that perfectly innocent and
even meritorious class of men, who, not more
for their own advantage than to the relief of
the distresses of their neighbour, may have
ventured to break through these restraints.
1t is certainly not a matter of indifference,
that a class of persons, who, in every point
of view in which their conduct can be placed,
whether in relation to their own interest or
in relation to that of the persons whom they
have to deal with, as well on the score of
prudence as on that of beneficence (and of
what use is even benevolence, but in as far
as it is productive of beneficence ?) descrve
praise rather than censure, should be classed
with the abandoned and profiigate, and loaded
with a degree of infamy which is due to those
only whose conduct is in its tendency the
most opposite to their own.

¢ This suffering,” it may be said, ** having
already been taken account of, is not to be
brought to account a second time : they are
aware, as you yourself observe, of this in-
convenience, and have taken care to get such
amends for it, as they themselves look upon
as sufficient.” True: but is it sure that the
compensation, such as it is, will always, in
the event, have proved asufficient one? Is
there no room here for miscaleulation ? May
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there not be unexpected, unlooked-for inci-
dents, sufficient to turn into bitterness the
utmost satisfaction which the difference of
pecuniary emolument could afford ? For who
can see to the end of that inexhaustible train
of consequences that are liable to ensue from
the loss of reputation ? — who can fathom the
abyss of infamy? At any rate, this article
of mischief, if not an addition in its quantity
to the others above noticed, is at least dis-
tinct from them in its nature, and as such
ought not to be overlooked.

Nor is the event of the execntion of the
law by any means an unexampled one: seve-
ral such, at different times, have fallen within
my notice. Then comes absolute perdition:
loss of character, and forfeiture, not of three
times the extra-interest, which formed the
profit of the offence, but of three times the
principal, which gave oceasion to it.*

The last article I have to mention in the
account of mischief, is, the corruptive influ-
ence exercised by these laws on the morals of
the people, by the pains they take, and can-
not but take, to give birth to treachery and
ingratitude. To purchase a possibility of
being enforced, the law neither has found,
nor, whatis very material, must it ever hope
to find, in this case, any other expedient,
than that of hiring a man to break his engage-
ment, and to crush the hand that has been
reached out to help him. In the case of in-
formers in general, there has been no troth
plighted, nor benefit received. In the case
of real criminals invited by rewards to inform
against accomplices, it is by such breack of
faith that society is held together, as in other
cases by the observance of it. In the case of
real crimes, in proportion as their mischiev-
ousness is apparent, what cannot but be mani-
fest even to the criminal, is, that it is by the
adherence to hisengagement that he would do
an injury to society, and that, by the breach
of such engagement, instead of doingmischief
he is doing good : in the case of usury, thisis
what no man can know, and what one can
scarcely think it possible for any man, who
in the character of the borrower has been
concerned in such a transaction, to imagine.
He knew that, even in his own judgment, the
engagement was & benefieial one to himself,
or he would not have entered into it: and
nobody else but the lender is affected by it.

LETTER VIIL
EFFICACY OF ANTI-USURIOUS LAWS,

Berore I quit altogether the consideration of
the case in which a law, made for the purpose

* See Introduction to the Pﬁnc?la &Mo—

rals and Legislation, Chapter XVL the

%n?orh'on between punishments and offences.
oL L p. 86.
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of limiting the rate of interest, may be in-
efficacious with regard to that end, I cannot
forbear taking some further notice of a pas-
sage already alluded to of Dr. Smith’s: be-
cause, to my apprehension, that passage seems
to throw upon the subject a degree of obscu-
rity, which I could wish to see cleared up in
a future edition of that valuable work.

* No law,” says he,} * can reduce the
common rate of interest below the lowest
ordinary market rate at the time when that
law was made. Notwithstanding the edict of
1766, by which the French king attempted
to reduce the rate of interest from five to
four per cent., money continued to be lent in
France at five per cent., the law being evaded
in several different ways.”

As to the general position, if so it be, so
much, according to me, the better: but I
must confess I do not see why this should be
the case. It is for the purpose of proving the
truth of this general position, that the fact
of the inefficacy of this attempt seems to be
adduced : for no other proof is adduced but
this. But, taking the fact for granted, I do
not see how it can be sufficient to support
the inference. The law, we are told at the
same time, was evaded: but we are not told
how it came to be open to evasion. It might
be owing to a particular defect in the penning
of that particular law; or, what comes to the
same thing, in the provisions made for car-
rying it into execution. In either case, it
affords no support to the general position:
nor can that position be a just one, unless
it were so in the case where every provision
had been made that could be made, for giving
efficacy to the law. For the position to be
true, the case must be, that the law would
still be broken, even after every means of
what can properly be called evasion had been
removed. True or untrue, the position is cer-
tainly not self-evident enough to be received
without proof: yet nothing is adduced in
proof of it but the fact ahove noticed, which
we see amounts to no such thing. What is
more, I should not expect to find it capable
of proof. I do not see what it is that should
render the law incapable of * reducing the
common rate of interest below the lowest
ordinary market rate,” but such a state of
things, such a combination of circumstances,
as should afford obstacles equally powerful, or
nearly so, to the effi of the law against
all higher rates. For destroying the law’s
efficacy altogether, I know of nothing that’
could serve, but & resolution on the part of
all persons anyway privy not to inform: but
by such a resolution, any higher rate is just
as effectually protected as any lower one.
Suppose the resolution, strictly speaking, uni-
versal, and the law must in all instances be
equally inefficacious —all rates of interest

4+ B.ii c. 10, vol. ii. p. 45, edst, 8vo, 1784
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equally frec; and the state of men'sdealings
in this way just what it would be, were there
no law at all upon the subject. Baut in this
case, the position, in as far as it limits the
inefficacy of the law to those rates which
are below the * lowest ordinary market rate,”
is not true. For my part, I cannot conceive
how any such universal resolution could have
been maintained, or could ever be maintained,
without an open concert, and as open a re-
bellion against government ; nothing of which
sort appears to have taken place: and, as to
any particular confederacies, they are as ca-
pable of protecting any higher rates against
the prohibition as any lower ones.

Thus much, indeed, must be admitted, that
the low rate in question, viz. that which was
the lowest ordinary market rate immediately
before the making of the law, is likely to
come in for the protection of the public against
the law, more frequently than any other rate.
That must be the case on two accounts: first,
because, by being of the number of the ordi-
nary rates, it was, by the supposition, more
frequent than any extraordinary ones: se-
condly, because the disrepute annexed to the
idea of usury, a force which might have more
or less efficacy in exeluding from the protec-
tion above spoken of such extraordinary rates,
eannot well be supposed to apply itself, orat
least not in equal degree, to this low and ordi-
nary rate. A lender has certainly less to stop
him from taking a rate which may be taken
without disrepute, than from taking one
which a man could not take without subject-
ing himself to that inconvenience: nor is it
likely that men’s imaginations and sentiments
should testify so sudden an obsequiousness to
the law, as to stamp disrepute to-day, upon a
rate of interest to which no such accompani-
ment had stood annexed the day before.

Were 1 to be asked how I imagined the
case stood in the particular instance referred
to by Dr. Smith, — judging from his account
of it, assisted by general probabilities, I should
answer thus: — The law, 1 should suppose,
was not so penned as to be altogether proof
against evasion. In many instances, of which
it is impossible any account should have been
taken, it was indeed conformed to: in some
of those instances, people who would have
lent otherwise, abstained from lending alto-
gether; in others of those instances, people
lent their money at the reduced legal rate.
In other instances, again, the law was broken:
the lenders trusting, partly to expedients re-
curred to for evading it, partly to the good
faith and honour of those whom they had to
deal with: in this class of instances it was
natural, for the two reasons above suggested,
that those where the old legal rate was ad-
hered to, should have been the most nume-
rous. From the eircumstance, not only of
their namber, but of their more direct repug-
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nancy to the particular recent law in ques-
tion, they would naturally be the most taken
notice of. And this, I should suppose, was
the foundation in point of fact for the Doc-
tor’s general position above mentioned, that
“no law can reduce the common rate of in-
terzst below the lowest ordinary market rate
at the time when that law was made.”

In England, as far as I can trust my judg-
ment and imperfect general recollection of the
purport of the laws relative to this matter, I
should not suppose that the above position
would prove true. That there is no such thing
as any palpable and universally notorious, as
well as universally practicable receipt for that
purpose, is manifest from the examples which,
as I have already mentioned, every now and
then occur, of convictions upon these statutes.
Two such receipts, indeed, I shall have occa-
sion to touch upon presently: but they are
either not obvious enough in their nature, or
too troublesome or not extensive enough in
their application, to have despoiled the law
altogether of its terrors or of its preventive
efficacy.

In the country in which I am writing, the
whole system of laws on this subject is per-
fectly, and very happily, inefficacious. The
rate fixed by law is 5 per cent.: many people
lend money; and nobody at that rate: the
lowest ordinary rate, upon the very best real
security, is 8 per cent.: 9, and even 10, upon
such security, are common. Six or seven may
have place, now and then, between relations
or other particular friends: because, now and
then, a man may choose to make a present of
one or two per cent. to a person whom he
means to favour. The contract is renewed
from year to year: for a thousand roubles, the
borrower, in his written contract, obliges himn-
self to pay at the end of the year one thousand
and fifty. Before witnesses, he receives his
thousand roubles ; and, without witnesses, he
immediately pays back his thirty roubles, or
his forty ruubles, or whatever the sum may
be, that is necessary to bring the real rate of
interest to the rate verbally agreed on.

This contrivance, I take it, would not do
in England : but why it would not, is a ques-
tion which it would be in vain for me to pre-
tend, at this distance from all authorities, to
discuss.

LETTER VIIL
VIRTUAL USURY ALLOWED,

Havine proved, as 1 hope, by this time, the
utter impropriety of the law’s limiting the
rate of interest in every case that can be con-
ceived, it may be rather matter of curiosity
than anything else, to inquire how far the law
on this head is consistent with itself, and with
any principles upon which it can have built.
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. Drawing and re-drawing is a practice
which it will be sufficient here to hint at.
1t is perfectly well known to all merchants,
and may be so to all who are not merchants,
by consulting Dr. Smith. In this way, he
has shown how money may be, and has been,
taken up at so high a rate as 13 or 14 per
cent. ; a rate nearly three times as high as
the utmost which the law professes to allow.
The extra interest is in this case masked
under the names of commission, and price of
exchange. The commission is but small upon
each loan— not more, I think, than one half
per cent.: custom having stretched so far
but no farther, it might be thought danger-
ous perhaps, to venture upon any higher al-
lowance under that name. The charge being
repeated a number of times in the course of
the year, makes up in frequency what it wants
in weight. The transaction is by this shift
rendered more troublesome indeed, but not
less practicable, to such parties as are agreed
about it. But if usury is good for merchants,
I do not very well see what should make it
bad for everybody else.

2. At this distance from all the fountains
of legal knowledge, I will not pretend to say
whether the practice of selling accepted bills
at an under-value would hold good against
all attacks. It strikes my recollection as a
pretty common one, and I think it could not
be brought under any of the penal statutes
against usury. The adequateness of the con-
sideration might, for aught I know, be at-
tacked with success, in a court of equity —
or perhaps, if there were sufficient evidence
(which the agreement of the parties might
easily prevent,) by an action at common law,
for money had and received. If the practice
be really proof against all attacks, it seems
to afford an effectual and pretty commodious
method of evading the restrictive laws. The
only restraint is, that it requires the assistance
of a third person, a friend of the borrower’s:
as for instance, B, the real borrower, wants
£100, and finds U, a usurer, who is willing
to lend it to him at 10 per cent. B has
F, a friend, who has not the money himself
to lend him, but is willing to stand security
for him to that amount. B therefore draws
upon F, and F accepts a bill of £100, at
5 per cent. interest, payable at the end of a
twelvemonth from the date. F draws a like
bill upon B : each sells his bill to U for
£50; and it is endorsed to U accordiugly.
The £50 that F receives, he delivers over
without any consideration to B. This trans-
action, if it be a valid one, and if a man can
find such a friend, is evidently much less
troublesome than the practice of drawing and
re-drawing. And this, if it be practicable at
all, may be practised by persons of any de-
scription, concerned or not in trade. Should
the effect of this page be to suggest an ex-
pedient, and that a safe and commodious one,
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for evading the laws against usury, to some,
to whom such an expedient might not other-
wise have occurred, it will not lie very heavy
upon my conscience. The prayers of usurers,
whatever efficacy they may have in lighten-
ing the burthen, I hope I may lay some claim
to. And 1 think you will not now wonder
at my saying, that in the efficacy of such
prayers 1 have not a whit less confidence,
than in that of the prayers of any other class
of men.

One apology Ishall have o plead at any
rate — that in pointing out these faws to the
individual who may be disposed to creep out
at them, I point them out at the same time
to the legislator, in whose power it is to stop
them up, if in his opinion they require it.
If, notwithstanding such opinion, he should
omit to do so, the blame will lie, not on my
industry, but on his negligence.

These, it may be said, should they even
be secure and effectual evasions, are still but
evasions, and, if chargeable upon the law at
all, are chargeable not as inconsistencies but
as oversights. Be it so. Setting these aside,
then, as expedients practised or practicable
only behind its back, I will beg leave to re-
mind you of two others, practised from the
day of its birth, under its protection, and be-
fore its face.

The first I shall mention is pawn-broking.
In this case there is the less pretence for
more than ordinary interest, inasmuch as the
security is in this case not only equal to,
but better than, what it can be in any other;
to wit, the present possession of a moveable
thing, of easy sale, on which the creditor bas
the power, and certainly does not want the
inclination, to set such price as is most for
his advantage. If there be a case in which
the allowing of such extraordinary interest is
attended with more danger than another, it
must be this: which is so particularly adapt-
ed to the situation of the lowest poor, that
is, of those who on the score of indigence or
simplicity, or both, are most open to impo-
sition, This trade, however, the law, by re-
gulating, avowedly protects. What the rate
of interest is, which it allows to be takenin
this way, I cannot take upon me to remem-
ber; but I am much deceived if it amounts
to less than 12 per cent. in the year, and I
believe it amounts to 2 good deal more.* Whe-
ther it were 12 per cent. or 1200, I believe
would make in practice but little difference.
What commission is in the business of draw-
ing end re-drawing, warehouse-room is in
that of pawnbroking. Whatever limits, then,
are set to the profits of this trade, are set, I
take it, not by the vigilancy of the law, but,
as in the case of other trades, by the compe-

* The rate of charges will be found in 29 & 40
G.Iﬁ'l. ¢, 99. The average is about 20 per cent,
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tition amongst the traders. Of the other
regulations contained in the acts relative to
this subject, I recollect no reason to doubt
the use.

The other instance is that of bottomry and
respondentia : for the two transactions, being
8o nearly related, may be spoken of together.
Bottomry is the usury of pawnbroking : re-
spondentia is usury at large, but combined in
a manner with insurance, and employed in
the assistance of a trade carried on by sea.
If any species of usury is to be condemned,
I see not on what grounds this particular
species can be screened from the condemna-
tion. ¢ Oh, but,” says Sir William Black-
stone, or anybody else who takes upon him-
self the task of finding a reason for the law,
* this is a maritime country, and the trade
which it carries on by sea is the great bul-
wark of its defence.” It is not necessary I
should here inquire, whether that branch,
which, as Dr. Smith has shown, is, in every
view but the mere one of defence, less bene-
ficial to a nation than two others out of the
four branches which comprehend all trade,
has any claim o be preferred to them in this
or any other way. I admit, that the liberty
which this branch of trade enjoys, is no more
than what it is perfectly right it should enjoy.
‘What I want to know is, what there is in the
class of men embarked in this trade, that
should render beneficial to them, a liberty
which would be ruinous to everybody else ?
Is it that sea adventures have less hazard on
them than land adventures? or that the ses
teaches those who have to deal with it, a
degree of forecast and reflection which has
been denied {o landmen ?

It were easy enough to give farther and
farther extension to this charge of inconsis-
tency, by bringing under it the liberty given
to ingurance in all its branches, to the pur-
chase and sale of annuities and of post-obits ;
in a word, to all cases where a man is per-
mitted to take upon himself an unlimited
degree of risk, receiving for so doing an un-
limited compensation. Indeed, I know not
where the want of instances would stop me:
for in what part of the magazine of events,
about which human transactions are conver-
sant, is certainty to be found ? But to this
head of argument, this argument ad hominem,
86 it may be called, the use of which is but
spbsidiary, and which has more of confuta-
tion in it than of persuasion or instruction, I

willingly put an end,

LETTER IX.
BLACKSTONE CONSIDERED,

T 6oPE you are, by this time, at lenst, pretty
much of my opinion, that there is just the
same sort of harm, and no other, in making
the best terms one can for one’s self in a
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money loan, as there is in any other sort of
bargain. If you are not, Blackstone how-
ever is, whose opinion I hope you will allow
to be worth something. In speaking of the
rate of interest,* he starts a parallel between
a bargain for the loan of money, and a bar-
gain about a horse, and pronounces, without
hesitation, that the harm of making too good
a bargain is just as great in the one ease as
in the other. As money-lending, and not
horse-dealing, was what you lawyers call the
principal case, he drops the horse-business as
soon as it has answered the purpose of illus-
tration which it was brought to serve. But
a4, in my conception, as well the reasoning
by which he supports the decision, as that
by which anybody else could have supported
it, is just as applicable to the one sort of
bargain as to the other, I will carry on the
parallel a little farther, and give the same
extent to the reasoning, as to the position
which it is made use of to support. This .
extension will not be without its use: for if
the position, when thus extended, should be
found just, & practical inference will arise;
which is, that the benefits of these restraints
ought to be extended from the money-trade
to the horse-trade. That my own opinion is
not favourable to such restraints in either
case, has been sufficiently declared ; but if
more respectable opinions than mine are still
to prevail, they will not be the less respect-
able for being consistent,

The sort of bargain which the learned
commentator has happened to pitch upon for
the illustration, is indeed, in the case illus-
trating, as in the case illustrated, a loan:
but as, to my apprehension, loan or sale
makes in point of reasoning no sort of dif.
ference, and as the utility of the conclusion
will in the latter case be more extensive, I
shall adapt the reasoning to the more impor-
tant business of selling horses, instead of the
less important one of lending them.

A circumstance, that would render the
extension of these restraints to the borse-
trade more smooth and easy, is, that in the
one track aswell as in the other, the public
has already got the length of calling names.
Jockeyship — a term of reproach not less fre-
quently applied to the arts of those who sell
horses than to the arts of those who ride
them — sounds, I takeit, to the ear of many
a worthy gentleman, nearly as bad as usury :
and. it is well known to all those who put
their trust in proverbs, and not less to those
who put their trust in party, that when we
have got a dog to hang, who is troublesome
and keeps us at hay, whoever can contrive to
fasten a bad name to his tail, has gained more
than balf the battle. I now proceed with my
application. The words in stalics are my
own: all the rest are Sir William Black-

{LerTer IX.

* B. ii. ch, 30,
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stone’s : and [ restore, at bottom, the words
1 was obliged to discard in order to make
room for mine.

¢ To demand an exorbitant price is equally
contrary to conscience, for the loan of a horse,
or for the loan of a sum of money : but a rea-
sonable equivalent for the temporary incon-
venience which the owner may feel by the
want of it, and for the hazard of his losing
it entirely, is not more immoral in one case
than in the other. . . . .

 As to selling horses, a capital distinetion
must be made between a moderate and an ex-
orbitant profit: to the former of which we give
the name of korse-dealing,® to the latter the
truly odious appellation of jockeyship:® the
former is necessary in every civil state, if it
were but to exclude the latter. For, as the
whole of this matter is well summed up by
Grotius, “if the compensation allowed by law
does not exceed the proportion of the incon-
vemence which it is to the seller of the horse
to part with it,° or the want which the buyer
has of it,d its allowance is neither repugnant
to the revealed law, nor to the natural law:
but if it exceeds these bounds, it is then an
oppressive jockeyship:* and though the mu-
nicipal laws may give it impunity, they never
can make it just.”

¢ We see that the exorbitance or modera-
tion of the price given for a horsef depends
upon two circumstances, — upon the incon-
venience of parting with the horse one has,s
and the hazard of not being able to meet with
such another.® The inconvenience to indivi-
dual sellers of horses' can never be estimated
by laws; the general price for horses® must
depend therefore upon the usual or general
inconvenience. This results entirely from
the quantity of horses! in the kingdom : for
the more horses™ there are running about™
in any nation, the greater superfluity there
will be beyond what is necessary to carry on
the business of the mail-coaches® and the
common concerns of life. In every nation or
public community there is a certain quantity
of horses? thus, necessary, which a person
well skilled in political arithmetic might per-
haps ealculate as exactly as a private horse-
dealert can the demand for running horses
in his own stables:* all above this necessary
quantity may be spared, or lent, or sold,
without much inconvenience to the respec-
tive lenders or sellers; and the greater the
national superfluity is, the more numerous
will be the sellers,* and the lower ought the

= Interest. b Usury. © Hazard run.
4 Felt by the loan. e Usury.

f Interest for money lent,

& 1t for the present. b Losing it entirely.
i Lenders.  * Rate of general interest.

! Money. m Specie, n Circulating,
° Exchanﬁ. ? Money. 1 Banker.

¥ Cash in his own shop, s Lenders,
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national price of horse-flesht tobe: but whery
there are not enough, or barely enough spare
horses® to answer the ordinary uses of the
public, horse-flesh* will be proportionably
high ; for sellersY will be but few, as few can
submit to the inconvenience of selling.”™ So
far the learned commentator.

I hope by this time you are worked up to
a proper pitch of indignation at the neglect
and inconsistency betrayed by the law, in
not suppressing this species of jockeyship,
which it would be 2o easy to do, only by
fixing the price of horses. Nobody is less
disposed than I am to be uncharitable: but
when one thinks of the £1500 taken for
Eclipse, and £2000 for Rockingham, and so
on, who can avoid being shocked to think
how little regard those who took such enor-
mous prices must have had for < the law of
revelation and the law of nature?” Who-
ever it is that is to move for the municipal
law, not long ago talked of, for reducing the
rate of interest, — whenever that motion is
made, then would be the time for one of the
Yorkshire members to get up, and move, by
way of addition, for a clause for fixing and
reducing the price of horses. I need not
expatiate on the usefulness of that valuable
species of cattle, which might have been as
cheap as asses before now, if our lawgivers
had been as mindful of their duty in the sup-
pression of jockeyship, as they have been in
the suppression of usury.

It may be said, against fixing the price of
horse-flesh, that different horses may be of
different values. I answer—and I think I
shall show you as much, when I come to
touch upon the subject of champerty — not
more different than the values which the use
of the same sum of money may be of to dif-
ferent persons, on different oceasions.

LETTER X.
GROUNDS OF THE PREJUDICES AGAINST USURY.

It is one thing to find reasons why it is fi¢
a law should have been made — it is another
to find the reasons why it was made: in
otber words, it is one thing to justify a law
— it is another thing to account for its exist-
ence. In the present instance, the former
task, if the observations I have been trou-~
bling you with are just, is an impossible one.
The other, though not necessary for convie-
tion, may eontribute something, perhaps, in
the way of satisfaction. To trace an error to
its fountain-bead, says Lord Coke, is to re-
fute it; and many men there are, who till
they have received this satisfaction, be the
error what it may, cannot prevail upon them-

t The rate of the national interest.
u Circulating cash. = Interest.
¥ Lenders, z Lending.



16

selves to part with it. < If our ancestors
have been all along under a mistake, how
came they to have fallen into it?” is a ques-
tion that naturally presents itself upon all
such occasions. The case is, that, in matters
of law more especially, such is the domi.
nion of authority over our minds, and such
the prejudice it creates in favour of what-
ever institution it has taken under its wing,
that, after all manner of reasons that can be
thoughtofin favour of the institution have been
shown to be insufficient, we still cannot for-
bear looking to some unassignable and latent
reason for its efficient cause. Butif, instead
of any such reason, we can find a cause for
it in some notion, of the erroneousness of
which we are already satisfied, then at last
we are content to give it up without further
struggle; and then, and not till then, our
satisfaction is complete.

In the conceptions of the more consider-
able part of those through whom our religion
has been handed down to us, virtue, or rather
godliness, which was an improved substitute
for virtue, consisted in selt-denial, —not in
self-denial for the sake of society, but in self-
denial for its own sake. One pretty general
rule served for most occasions: not todo what
you had a mind to do; or, in other words,
not to do what would be for your advantage.
By this, of course, was meant temporal ad-
vantage; to which spiritual advantage was
understood to be in constant and diametrical
opposition, For the proof of a resolution
on the part of a being of perfect power and
benevolence, to make his few favourites happy
in & state in which they were fo be, was his
determined pleasure that they should keep
themselves as much strangers to happiness
a8 possible in the state in which they were.
Now, to get money is what most men have a
mind to do; because he who has money gets,
as far as it goes, most other things that he
has a mind for. Of course, nobody was to get
money ; indeed, why should he, when he was
not so much as to keep what he had got al-
ready ? To lend money at interest, is to get
money, or at least to try to get it; of course,
it was & bad thing to lend money upon such
terms. The better the terms, the worse it
was to lend upon them; but it was bad to
lend upon any terms by which anything could
be got. What made it much the worse was,
that it was acting like a Jew; for though all
Christians at first were Jews, and continued to
do as Jews did, after they had beeome Chris-
tians, yet, in process of time, it came to be
discovered, that the distance between the
mother and the daughter eburch could not be
too wide.

By degrees, as old conceits gave place to
new, nature so far prevailed, that the objec-
tions to getting money in general were pretty
well over-ruled: but still this Jewish way
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of getting it was too odious to be endured.
Christians were too intent upon plaguing
Jews, to listen to the suggestion of doing as
Jews did, even though money were to be got
by it, Indeed, the easier method, and a me-
thod pretty much in vogue, was, to let the
Jews get the money any how they could, and
then squeeze it out of them as it was wanted.

In process of time, as questions of all sorts
came under discussion, and this not the least
interesting among the rest, the anti-Jewish
side of it found no unopportune support in a
passage of Aristotle, that celebrated heathen,
who, in all matters wherein heathenism did
not destroy his competence, had established
a despotic empire over the Christian world.
As fate would have it, that great philosopher,
with all his industry and all his penetration,
notwithstanding the great number of pieces
of money that had passed through his hands
(more perhaps than ever passed through the
hands of philosopher before or since,) and
notwithstanding the uncommon pains he had
bestowed on the subject of generation, had
never been able to discover, in any one piece
of money, any organs for generating any other
such piece. Emboldened by so strong a body
of negative proof, he ventured at last to usher
into the world the result of his observations,
in the form of an universal proposition, that
all money is in its nature barren. You, my
friend, to whose cast of mind sound reason
is much more congenial than ancient philo-
sophy, — you have, 1 dare to say, gone before
me in remarking that the practical inference
from this shrewd observation, if it afforded
any, should have been, that it would be to
no purpose for a man to try to get five per
cent. out of money — not that, if he could
contrive to get so much, there would be any
harm in it. But the sages of those days did
not view the matter in that light.

A consideration that did not happen to
present itself to that great philosopher, but
which, had it happened to present itself,
might not have been altogether unworthy of
his notice, is, that though a daric would not
beget another daric, any more than it would
a ram, or an ewe, yet for a daric which a man
borrowed, he might get a ram and a couple
of ewes; and that the ewes, were the ram
left with them a certain time, would probably
not be barren. That then, at the end of the
year, he would find himself master of his
three sheep, together with two, if not three,
lambs; and that, if he sold his sheep again
to pay back his daric, and gave one of his
lambs for the use of it in the meantime, he
would be two lambs, or at least one lamb,
richer than if he had made no such bargain.

These theological and philosophical con-
ceits, the offspring of the day, were not ill
seconded by principles of a more permanent
complexion.



Lerter X.]

The business of a money-lender, though
only among Christians and in Christian times
a proscribed profession, has nowhere, nor at
any time, been a popular one. Those who
have the resolution to sacrifice the present
to future, are natural objects of envy to those
who have sacrificed the future to the present.
The children who have eaten their cake, are
the natural enemies of the children who have
theirs. While the money is hoped for, and
for a short time after it has been received,
he who lends it is a friend and benefactor :
by the time the money is spent, and the evil
hour of reckoning is come, the benefactor is
found to have changed his nature, and to have
put on the tyrant and the oppressor. It is
an oppression for a man to reclaim his own
money ; it is none to keep it from him.
Among the inconsiderate, that is, among the
great mass of mankind, selfish affections con-
spire with the social in treasuring up all fa-
vour for the man of dissipation, and in refusing
Justice to the man of thrift who has supplied
nim. In some shape or other, that favour
attends the chosen object of it through every
stage of his career. But in no stage of his
career can the man of thrift come in for any
share of it. It is the general interest of those
with whom a man lives, that his expense
should be at least as great as his circumstances
will bear ; because there are few expenses
which a man can launch into, but what the
benefit of them is shared, in some proportion
or other, by those with whom he Lives. In
that circle originates a standing law, forbid-
ding every man, on pain of infamy, to confine
his expenses within what 1s adjudged to be
the measure of his means, saving always the
power of exceeding that limit as much as he
thinks proper; and the means assigned him
by that law may be ever so much beyond kLis
real means, but are sure never to fall short
of them. So close is the combination thus
formed between the idea of merit and the
idea of expenditure, that a disposition to spend
finds favour in the eyes even of those who
know that a man’s circumstances do not
entitle him to the means: and an upstart,
whose chief recommendation is this disposi
tion, shall find himself to have purchased a
permanent fund of respect, to the prejudice
of the very persons at whose expense he has
been gratifying his appetites and his pride.
The lustre which the display of borrowed
wealth has diffused over his character, awes
men during the season of his prosperity into
a submission to his insolence, and when the
band of adversity has overtaken him at last,
the recollection of the height from which he
has fallen, throws the veil of compassion over
his injustice.

The condition of the man of thrift is the
reverse. His lasting opulence procures him
a share, at least, of the same envy that at-

GROUNDS OF PREJUDICE.

17

tends the prodigal’s transient display: but
the use he makes of it procures him no part
of the favour which attends the prodigal, In
the satisfactions he derives from that use —
the pleasure of possession, and the idea of
enjoying at some distant period, which may
never arrive—nobody comes in forany share.
In the midst of his opulence he is regarded
as a kind of insolvent, who refuses to honour
the bills which their rapacity would draw
upon him, and who is by so much the more
criminal than other insolvents, as not having
the plea of inability for an excuse,

Could there be any doubt of the disfavour
which attends the cause of the money-lender
in his competition with the borrower, and of
the disposition of the public judgment to
sacrifice the interest of the former to that of
the latter, the stage would afford a compen-
dious, but a pretty conclusive proof of it. It
is the business of the dramatist to study, and
to conform to, the humours and passions of
those on the pleasing of whom he depends
for his success ; 1t is the course which reflec-
tion must suggest to every man, and which
a man would naturally fall into, though he
were not to think about it. He may, and
very frequently does, make magnificent pre-
tences of giving the law to them: but woe
be to him that attempts to give them any
other law than what they are disposed al-
ready toreceive! If he would attempt to lead
them one inch, it must be with great caution,
and not without suffering himself to be led
by them at least a dozen. Now I question
whether, among all the instances in which a
borrower and a lender of money have been
brought together upon the stage, from the
days of Thespis to the present, there ever
was one, in which the former was not re-
commended to favour in some shape or other
—either to admiration, or to love, or to pity,
or to all three ; —and the other, the man of
thrift, consigned to infamy.

Hence it is, that in reviewing and adjust-
ing the interests of these apparently rival
parties, the advantage made by the borrower
is so apt to slip out of sight, and that made
by the lender to appear in so exaggerated a
point of view. Hence it is, that though pre-
Jjudice is so far softened as to acquiesce in
the lender’s making some advantage, lest the
borrower should lose altogether the benefit
of his assistance, yet still the borrower is to
have all the favour, and the lender’s advan.
tage is forever to be clipped, ard pared down,
as low as it will bear. First it was to be
confined to ten per cent. then to eight, then
to six, then to five, and now lately there was
a report of its being to be brought down to
four; with constant liberty to sink as much
lower as it would. The burthen of these
restraints, of course, has been intended ex-
clusively for the lender : in reality, as I think
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you have seen, it presses much more heavily
upon the borrower: I mean him who either
becomes, or in vain wishes to become so,
But the presents directed by prejudice, Dr.
Smith will tell us, are not always delivered
according to their address. It was thus that
the mill-stone designed for the necks of those
vermin, as they have been called, the dealers
in corn, was found to fall upon the heads of
the consumers. It is thus— but further ex-
amples would lead me further from the pur-
pose.

LETTER XL
COMPOUND INTEREST.

A worp or two I must trouble you with,
concerning compound interest ; for compound
interest is discountenanced by the law-—I
suppose, as a sort of usury. That, without
an express stipulation, the law never gives
it, I well remember: whether, in case of an
express stipulation, the law allows it to be
taken, I am not absolutely certain. I should
suppose it might: remembering covenants in
mortgages that interest should become prin-
cipal. At any rate, I think the law cannot
well punish it under the name of usury.

If the discountenance shown to this ar-
rangement be grounded on the horror of the
sin of usury, the impropriety of such dis-
countenance follows of course fiom the ar-
guments which show the un-*¢ sinfulness of
that sin.”

Other argument against it, I believe, was
never attempted, unless it were the giving
to such an arrangement the epithet of a hard
one: in doing which, something more like
a reason is given, than one gets in ordinary
from the common law.

If that consistency were to be found in
the common law, which has never yet been
found in man’s conduct, and which perhaps
is hardly in man’s nature, compound interest
never could have been denied.

The views which suggested this denial,
were, I dare to say, very good: the effects
of it are, I am certain, very pernicious.

If the borrower pays the interest at the
day—if he performs hisengagement, that very
engagement to which the law pretends to
oblige him to conform,—the lender, who re-
ceives that interest, makes compound inte-
rest of course, by lending it out again, unless
he chooses rather to expend it: he expects
to receive it at the day, or what meant the
engagement ? —if he fails of receiving it, he
is by so much a loser. The borrower, by
paying it at the day, is no loser —if he does
not pay it at the day, he is by so much a
gainer : a pain of disappointment takes place
in the case of the one, while no such pain
takes place in the case of the other. The cause
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of him whose contention is to catck a gain,
is thus preferred to that of him whose con-
tention is to avoid a loss — contrary to the
reasonable and useful maxim of that branch
of the commmon law which has acquired the
name of equity. The gain, which the law in
its tenderness thus bestows on the defaulter,
is an encouragement, a reward, which it holds
out for breach of faith, for iniquity, for indo-
lence, for negligence.

The loss which it thus throws upon the
forbearing lender, is a punishment which it
inflicts on him for his forbearance : the power
which it gives him of avoiding that loss, by
prosecuting the borrower upon the instant
of failure, is thus converted into a reward
which it holds out to him for his hard-heait-
edness and rigour. Man is not quite so good
as it were to be wished he were; but he
would be bad indeed, were he bad on all the
occasions where the law, as far as depends
on her, has made it his interest so to be.

It may be impossible, say you—it often is
impossible, for the borrower to pay the inte-
rest at the day ; — and you say truly. What
is the inference? That the creditor should
not bave 1t in his power to ruin the debtor for
not paying at the day, and that he should re-
ceive a compensation for the loss occasioned
by such failure. He has it in his power to
ruin him, and he has it nof in his power to
obtain such compensation. The judge, were
it possible for an arrested debtor to find his
way into a judge’s chamber instcad of a spun-
ging-houge, might award a proper respite,
suited to the circumstances of the parties. It is
not possible : but a respite 1s purchased, proper
or not proper, perhaps at ten times, perhaps
at a hundred times, the expense of compound
interest, by putting in bail, and fighting the
creditor through all the windings of mischie-
vous and unnecessary delay. Of the satisfac-
tion due either for the original failure, or for
the subsequent vexation by which it has been
aggravated, no part is ever received by the
injured creditor ; but the instruments of the
law receive, perhaps at his expense, perhaps
at the debtor’s, perhaps ten times, perhaps a
hundred times, the amount of that satisfac-
tion. Such is the result of this tenderness of
the law.

It is in consequence of such tenderness, that
on so many occasions a man, though ever so
able, would find himself a loser by paying his
just debts —those very debts of which the
law has recognized the justice. The man who
obeys the dictates of common bonesty — the
man who does what the law pretends to bid
him, is wanting to himself. Hence your re-
gular and securely profitable writs of error in
the House of Lords — hence your random
and vindictive costs, of one hundred pounds,
and two hundred pounds, now and then given
in that House. It is natural, and it is some-
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thing, to find in & company of lords a zeal
for justice : it is not natural to find, in such
a company, a disposition to bend down to the
toil of calculation.

LETTER XIL
MAINTENANCE AND CHAMPERTY.

Having in the preceding letters had occasion
to lay down, and, as ] flatter myself, to make
good the general principle, that ne men of
ripe years and of sound mind, ought, out of
loving-hindness to hum, to be hindered from
making such bargain in the way of obtaining
money, as, acting with his eyes open, he deems
conducive to his interest, 1 will take your
leave for pushing it a little farther, and ex-
tending the application of it to another class
of regulations still less defensible. I mean
the antique laws against what are called
Maintenance and Champerty.

To the head of Maintenance, I think you
refer, besides other offences which are not to
the present purpose, that of purchasing, upon
any terms, any claim, which it requires a suit
at law, or in equity, to enforce.

Champerty, which is but a particutar mo-
dification of this sin of Maintenance, is, 1
think, the furnishing a man who has such
a claim with regard to a real estate, such
money as he may have occasion for to carry
on such claim, upon the terms of receiving a
part of the estate in case of success.

What the penalties are for these offences
1 do not recollect, nor do I think it worth
while hunting for them, though I have Black-
stone at my elbow. They are at any rate
sufficiently severe to answer the purpose, the
rather as the bargain is made void.

To illustrate the mischievousness of the
laws by which they have been created, give
me leave to tell you a story, which is but
too true a one, and which happened to fall
within my own observation.

A gentleman of my acquaintance had suc-
ceeded, during his minority, to an estate of
about £3000 a-year; I won’t say where. His
guardian, concealing from him the value of
the estate, which circumstances rendered it
easy for him to do, got a conveyance of it
from him during his non-age, for a trifie. Im-
mediately upon the ward's coming of age, the
guardian, keeping him still in darkness, found
means to get the conveyance confirmed. —
Some years afterwards, the ward discovered
the value of the inheritance he had been
throwing away. Private representations pro-
ving, as it may be imagined, ineffectual, he
applied to a court of equity. The suit was in
some forwardness : the opinion of the ablest
counsel highly encouraging, but money there
remained none. We all know but too well,
that in spite of the unimpeachable integrity
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of the bench, that branch of justice which is
particularly dignified with the name of equity
is only for those who can afford to throw
away one fortune for the chance of recovering
another. Two persons, however, were found,
who, between them, were content to defray
the expense of the ticket for this lottery, on
condition of receiving half the prize. The
prospect now became encouraging ; — when
unfortunately one of the adventurers, in ex-
ploring the recesses of the bottomless pit,
happened to dig up one of the old statutes
against Champerty. This blew up the whole
project: however, the defendant, understand-
ing that somehow or other his antagonist had
found support, had thought fit in the mean-
time to propose terms, which the plaintiff,
after his support had thus dropped from un-
der him, was very glad to close with. Here-
ceived, 1 think it was £3000; and for that he
gave up the estate, which was worth about as
much yearly, together with the arrears, which
were worth about as much as the estate.

Whether, in the barbuarous age which gave
birth to these barbarous precautions — whe-
ther, even under the zenith of feudal anarchy,
such fettering regulations could bave had rea-
son on their side, is a question of curiosity
rather than use. My notion is, that there never
was a time - that there nmever could have
been or can be a time — when the pushing of
suitors away from court with one hand, while
they are beckoned into it with another, would
not be a policy equally faithless, inconsistent,
and absurd. But what everybody must ac-
knowledge is, that to the times which called
forth these laws, and in which alone they
could have started up, the present are as
opposite as light to darkness. A mischief, in
those times it seems but too common, though
a mischief not to be cured by such laws, was,
that a man would buy a weak claim, in hopes
that power might convert it into a strong
one, and that the sword of a baron, stalking
into court with a rabble of retainers at his
heels, might strike terror into the eyes of &
judge upon the bench. At present, what cares
an English judge for the swords of a hundred
barons ? Neither fearing nor hoping, hating
nor loving, the judge of our days 13 ready with
equal phlegm to administer, upon all occa-
sions, that system, whatever it be, of justice
or injustice, which™ the law has put into his
hands. A disposition so consonant to duty
could not have then been hoped for: one more
consonant is hardly to be wished. Wealth
has indeed the monopoly of justice against
poverty ; and such monopoly it is the direct
tendency and necessary effect of regulations
like these to strengthen and confirm. But
with this monopoly no judge that lives now
is at all chargeable, The law created this
monopoly : the law, whenever it pleases, may
dissolve it.
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I will not, however, so far wander from my
subject, as to inquire what measure might
have been necessary to afford a full relief to
the case of that unfortunate gentleman, any
more than to the cases of so many other gen-
tlemen who might be found as unfortunate as
he: 1 will not insist upon so strange and so
inconceivable an arrangement, as that of the
Jjudge’s seeing both parties face to face in the
first instance, observing what the facts are in
dispute, and declaring, that as the facts should
turn out this way or that way, such or such
would be his decree. At present, I confine
myself to the removal of such part of the mis-
chief as may arise from the general conceit
of keeping men out of difficulties, by cutting
them off from such means of relief as each
man’s situation may afford. A spunge in this,
as in so many other cases, is the only need-
ful, and only availing remedy: one stroke of
it for the musty laws against Meintenance and
Champerty: another for the more recent ones
against usury. Consider, for example, what
would have respectivelybeen the effect of two
such strokes, in the case of the unfortunate
gentleman 1 have been speaking of. By the
first, if what is called equity has any claim to
confidence, he would bave got, even after
payingoff his champerty-usurers, £1500a-year
in land, and about as much in money, in-
stead of getting, and that only by an accident,
£3000 once told. By the other, there is no
saying to what a degree he might have been
benefited. May I be allowed to stretch so far
in favour of the law as to suppose, that so
small a sum as £500 would have carried him
through his suit in the course of about three
years? 1 am sensible that may be thought
but a short sum, and this but a short term,
for a smt in equaty: but, for the purpose of
illustration, it may serve as well as a longer.
Suppose he had sought this necessary sum in
the way of borrowing; and had been so for-
tunate, or, as the laws against the s of usury
would style it, so unfortunate, as to get it at
200 per cent. He would then have purchased
his £6000 a-year at the price of half as much
once paid, viz. £3000; mstead of selling it at
that price. Whether, if no such laws against
usury had been in being, he could have got
the money, even at that rate, 1 will not pre-
tend to say: perhaps he might not have got it
under ten times that rate, perhaps he might
have got it at the tenth part of that rate.
Thus far I think we may say, that he might,
and probably would, have been the better for
the repeal of those laws : but thus far we must
say, that it is impossible he should have been
the worse. The terms upon which he met
with adventurers willing torelicve him,though
they come not within that scanty field which
the law in the narrowness of 1its views calls
usury, do in the present case, at twenty years’
purchuse of the £3000 a-year he was content
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to have sacrificed for such assistance, amount,
in effect, to 4000 per cent. Whether it was
likely that any man, who was disposed to ven-
ture his money at all upon such a chance,
would have thought of insisting upon such a
rate of interest, I will leave you to imagine:
bat thus much may be said with confidence,
because the fact demonstrates it, that, at a
rate not exceeding this, the sum would ac-
tually have been supplied. Whateverbecomes,
then, of the laws against Maintenance and
Champerty, the example in question, when
applied to the laws against usury, ought, I
think, to be sufficient to convince us, that so
long as the expense of seeking rehef at law
stands on its present footing, the purpose of
seeking that relief will of itself, independently
of every other, afford a sufficient ground for
allowing any man, or every man, to borrow
money on any terms on which he can obtain it.
Crichoff, in White Russia,
March 1787.

LETTER XIIL
TO DR. SMITH, ON PROJECTS IN ARTS, &cC.

S1r,—1 forget what son of controversy it was
among the Greeks, who having put himself to
school to a professor of eminence, to learn
what, in those days, went by the name of
wisdom, chose an attack upon his master for
the first public specimen of his proficiency.
This specimen, whatever entertainment it
might have afforded to the audience, afforded,
it may be supposed, no great satisfaction to
the master: for the thesis was, that the pupil
owed him nothing for his pains. For my part,
being about to show myself in one respect as
ungrateful as the Greek, it may be a matter
of prudence for me to look out for something
like candour, by way of covering to my ingra-
titude: instead, therefore, of pretending to
owe you nothing, I shall begin with acknow-
ledgmng that, as far as your track coincides with
mine, I should come much nearer the truth
were [ to say I owed you everything. Should
it be my fortune to gain any advantage over
you, it must be with weapons which you have
taught me to wield, and with which you your-
self have turnished me; for, as all the great
standards of truth which can be appealed to
in this line, owe, as far as I can understand,
their establishment to you, I can see scarce
any other way of convicting you of any error
or oversight, than by judging you out of your
own mouth.

In the series of Letters to which this will
form a sequel, I bad travelled nearly thus far
in my researches into the policy of the laws
fixing the rate of interest, combating such
arguments as fancy rather than observasion
had suggested to my view, when, on a sud-
den, recollection presented me with your for-
midable image, bestriding the ground over
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which I was travelling pretty much at my
ease, and opposing the shield of your autho-
rity to any arguments I could produce.

It was a reflection mentioned by Cicero as
affording him some comfort, that the employ-
ment his talents till that time bad met with,
had been chiefly on the defending side. How
little soever blest on any occasion with any
portion of his eloquence, I may on the pre-
sent occasion, however, indulge myself with
a portion of what constituted his comfort :
for if I presume to contend with you, it is
only in defence of what I look upon as not
only an innocent, but a most meritorious race
of men, who are so unfortunate as to have
fallen under the rod of your displeasure. I
mean projectors : under which invidious name
I understand you to comprehend, in parti-
cular, all such persons as, in the pursuit of
wealth, strike out into any new channel, and
more especially into any channel of invention.

It is with the professed view of checking,
orrather of crushing these adventurousspints,
whom you rank with *¢ prodigals,” that you
approve of the laws which limit the rate of
interest, grounding yourself on the tendency
they appear to you to have to keep the capi-
tal of the country out of two such different
sets of hands.

The passage I am speaking of 1s in the
fourth chapter of your second book, volume
the sccond of the 8vo edition of 1784. ¢ The
legal rate,” you say, “ it is to be observed,
though it ought to be somewhat above, ought
not to be much above, the lowest market
rate. If the legal rate of interest in Great
Britain, for example, was fixed so high as
eight or ten per cent., the greater part of the
money which was to be lent, would be lent
to prodigals and projectors, who alone would
be willing to give the high interest. Sober
people, who will give for the use of money no
more than a part of what they are likely to
make by the use of it, would not venture into
the competition. A great part of the capital
of the country would thus be kept out of the
hands which were most likely to make a pro-
fitable and advantageous use of it, and thrown
into those which were most hkely to waste
and destroy 1t. Where the legal interest, on
the contrary, is fixed but a very hittle above
the lowest market rate, sober people are uni-
versally preferred as borrowers, to prodigals
and projectors. The person who lends money,
gets nearly as much interest from the former,
as he dares to take from the latter, and his
money is much safer in the hands of the one
set of people, than in those of the other. A
great part of the capital of the country is thus
thrown into the bands in which it is most
likely to be employed with advantage.”

It bappens, fortunately for the side you
appear to have taken, and as unfortunately
for minc, that the appellative which the cus-
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tom of the language has authorized you, and
which the poverty and perversity of the lan-
guage has in a manner forced you, to make
use of, is one which, along with the idea of
the sort of persons in question, conveys the
idea of reprobation as indiscriminately and
deservedly applied to them. With what jus-
tice or consistency, or by the influence of
what causes, this stamp of indiscriminate
reprobation has been thus affixed, it is not
immediately necessary to inquire; but that it
does stand thus affixed, you and everybody
else, Iimagine, will be ready enough to al-
low, This being the case, the question stands
already decided, in the first instance at least,
if mot irrevocably, in the judgments of all
those who, unable or unwilling to be at the
pains of analyzing their ideas, suffer their
minds to be led captive by the tyranny of
sounds; that is, I doubt, of by far the greater
propottion of those whom we are likely to
have to judge us. In the conceptions of all
such persons, to ask whether it be fit to re-
strain projects and projectors, will be as much
as to ask whether 1t be fit to restrain rash-
ness, and folly, and absurdity, and knavery,
and waste.

Of prodigals I shall say no more at pre-
sent. I have already stated my reasons for
thinking that it is not among them that we
are to look for the natural customers for mo-
ney at high rates of interest. As far as those
reasons are conclusive, it will follow, that of
the two sorts of men you mention as proper
objects of the burthen of these restraints —
prodigals and projectors — that burthen falls
exclusively on the latter. As to these, what
your defintion is of projectors, and what
description of persons you meant to include
under the censure conveyed by that name,
might be material for the purpose of judging
of the propriety of that censure, but makes
no difference in judging of the propriety of
the law which that censure is employed to
Justify. Whether you yourself, were the
several classes of persons made to pass be-
fore you in review, would be disposed to
pick out this or that class, or this and that
individual, in order to exempt them from
such censure, is what for that purpose we
have no need to inquire. The law, it is
certain, makes no such distinctions; it falls
with equal weight, and with all its weight,
upon all those persons, without distinction,
to whom the term projectors, in the most
unpartial and extensive signification of which
it is capable, can be applied. It falls, at any
rate (to repeat some of the words of my for-
mer definition,) upon all such persons &s, in
the pursuit of wealth, or even of any other
object, endeavour by the assistance of wealth
to strike into any channel of invention. It
falls upon all such persons as, in the cultiva-
tion of any of those arts which have been by
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way of eminence termed useful, direct their
endeavours to any of those departments in
which their utihity shines most conspicuous
and indubitable : upon all such persons as, in
the line of any of their pursuits, aim at any-
thing that can be called improvement, whether
it consist in the production of any new article
adapted to man’s use, or in the meliorating
the quality, or diminishing the expense, of
any of those which are already known to us.
It falls, in short, upon every application of
the human powers in which ingenuity stands
in need of wealth for its assistant,

High and extraordinary rates of interest,
how little soever adapted to the situation of
the prodigal, are certainly, as you very justly
observe, particularly adapted to the situation
of the projector ; — not, however, to that of
the imprudent projector only, nor even of his
case more than another’s, but to that of the
prudent and well-grounded projector, if the
existence of such a being were to be sup-
pused. Whatever be the prudence or other
qualities of the project — in whatever circum-
stance the novelty of it may lie — 1t has this
circumstance against it, viz. that it is new.
Bat the rates of interest, the highest rates
allowed, arc, as you expressly say they are,
and as you would have them to be, adjusted
to the situation which the sort of trader is
in whose trade runsin the old channels, and
to the best security which such channels can
afford. But in the nature of things, no new
trade — no trade carried onin any new chan-
nel, can afford a security equal to that which
may be afforded by atrade carried on in any
of the old ones: in whatever light the mat-
ter might appear to perfect intelligence,—in
the eye of every prudent person, exerting the
best, powers of Judging which the fallible con-
dition of the human facuities affords, the
novelty of any commercial adventure will
oppose a chance of ill success, superadded to
every one which could attend the same or
any other adventure, already tried, and proved
to be profitable by experience.

The limitation of the profit that is to be
made by lending money to persons embarked
in trade, will render the moneyed man more
anxious, you may say, about the goodness of
his security, and accordingly more anxious to
satisfy himself respecting the prudence of a
project, in the carrying on of which the money
is to be employed, than he would be other-
wise : and in this way it may be thought that
these laws have a tendency to pick out the
good projects from the bad, and favour the
former at the expense of the latter. The
first of these positions I admit; but I can
never admit the consequence to follow. A
prudent man — (1 mean nothing more than
a man of ordinary prudence)— a prudent man,
acting under the sole governance of pruden-
tial motives, I still say, will not, in these
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circumstances, pick out the good projects
from the bad; for he will not meddle with
projects at all. He will pick out old estab-
lished trades from all sorts of projects, good
and bad ; for with a new project, be it ever
so promising, he never will have anything
to do. By every man that has money, five
per cent., or whatever be the highest legal
rate, is at all times, and always will be, to
be had upon the very best security that the
best and most prosperous old- established
trade can afford. Traders in general, T be-
lieve it is commonly understood, are well
enough inclined to enlarge their capital, as
far as all the money they can borrow at the
highest legal rate, while that rate is so low
as five per cent., will enlarge it. How it is
possible, therefore, for a project, be it ever so
promising, to afford to a lender at any such
rate of interest, terms equally advantageous
upon the whole with those he might be sare
of obtaining from an old-established business,
is more than I can conceive. Loans of money
may certainly chance, now and then, to find
their way into the pockets of projectors as
well as of other men ; but when this happens,
it must be through incautiousuess, or friend-
ship, or the expectation of some collateral
benefit, and not through any idea of the ad-
vantageousness of the transaction in the light
of a pecuniary bargain.

1 should not expect to see it alleged that
there is anything that should render the num-
ber of well-grounded projects, 1 comparison
of the ill-grounded, less in time future, than
it has been in time past. I am sure, at least,
that 1 know of no reasons why it should be
so, though I know of some reasons, which I
shall beg leave to submit to you by and by,
which appear to me pretty good ones, why
the advantage should be on the side of futu-
rity. But unless the stock of well-grounded
projects is already spent, and the whole stock
of ill-grounded projects that ever were pos-
sible are to be looked for exclusively in the
time to come, the censure you have passed
on projectors, measuring still the extent of
it by that of the operation of the laws in the
defence of which it 1s employed, looks as far
backward as forward: it condemns as rash
and ill-grounded, all those projects by which
our species have been successively advanced
from that state in which acorns were their
food, and raw hides their clothing, to the
state in which it stands at present : for think,
Sir, let me beg of you, whether whatever is
now the routine of trade was not, at its com-
mencement, project ? — whether whatever is
now establishment was not, at one time, in-
novation ?

How it is that the tribe of well-grounded
projects, and of prudent projectors (if by
this time I may have vour leave for applying
this epithet o some at least among the pro.
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jectors of time past,) have managed to strug-
gle through the obstacles which the laws in
question have been holding in their way, it
is neither easy to know, nor necessary to in-
quire. Manifest enough, I think, it must be
by this time, that difficulties, and those not
inconsiderable ones, those laws must have
been holding up in the way of projects of
all sorts, of improvement (if I may say so)
in every line, so long as they have bhad ex-
istence : reasonable, therefore, it must be
to conclude, that had it not been for these
discouragements, projects of all sorts — well-
grounded and successful ones, as well as
others, would have been more numerous than
they have been: and that accordingly, on the
other hand, as soon, if ever, as these dis-
couragements shall be removed, projects of
all sorts, and among the rest well-grounded
and successful ones, will be more numerous
than they would otherwise have been: in
short, that as, without these discouragements,
the progress of mankind in the career of pro-
sperity would have been greater than it has
been under them in time past ; so, were they
to be removed, it would be at least propor-
tionably greater in time future.

That I had done you no injustice in as-
signing to your idea of projectors so great a
latitude, and that the untavourable opinion
you have professed to entertain of them 1s
not confined to the above passage, might be
made, I think, pretty apparent, if it be ma-
terial, by another passage in the tenth chap-
ter of your first book :* ¢The establishment
of any new manufacture, of any new branch
of commerce, or of any new practice in agri-
culture.” all these you comprehend by name
under the list of ““ projects :” of every one of
them you observe, that ¢ it is a speculation
from which the projector promises himself
extraordinary profits. These profits (you add)
are sometimes very great, and sometimes,
more frequently perhaps, they are quite other-
wise : but in general they bear no regular
proportion to those of other old trades in the
neighbourhood. If the project succeeds, they
are commonly at first very high. When the
trade or practice becomes thoroughly estab-
lished and well known, the competition re-
duces them to the level of other trades.” But
on this head I forbear to insist: nor should
1 have taken this liberty of giving you back
your own words, but in the hope of seeing
some alteration made in them in your next
edition, should I be fortunate enough to find
my sentiments confirmed by yours. Inother
respects, what is essential to the public is,
what the error is in the sentiments enter-
tained, not who it is that entertains them.

1 know not whether the observations which
I havebeen troubling you with will be thought
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to need, or whether they will be thought to
receive, any additional support from those
comfortable positions, of which you havemade
such good and such frequent use concerning
the constant tendency of mankind to get for-
ward in the career of prosperity — the preva.
lence of prudence over imprudence, in the
sum of private conduct at least — and the su-
perior fitness of individuals for managing their
own pecuniary concerns, of which they know
the particulars and the circumstances, in com-
parison of the legislator, who can have no
such knowledge, I will make the experiment,
for so long as I have the mortification to see
you on the opposite side, I can never think
the ground I bave taken strong enough, while
anything remains that appears capable of ren-
dering it still stronger.

“ With regard to misconduct, the number
of prudent and successful undertakings,” you
observe,} « is everywhere much greater than
that of injudicious and unsuccessful ones.
After all our complaints of the frequency of
bankruptcies, the unhappy men who fall into
this misfortune make but a very small part
of the whole number engaged in trade and
all other sorts of business; not much more,
perhaps, than one in a thousand.”

"Tis in support of this position that you
appeal to history for the constant and unin-
terrupted progress of mankind, in our island
at least, in the career of prosperity : calling
upon any one who should entertain a doubt of
the fact, to divide the history into any num-
ber of periods, from the time of Caesar’s visit
down to the present : proposing, for instance,
the respective eras of the Restoration, the
accession of Elizabeth, that of Henry VIL,
the Norman Conquest, and the Heptarchy ;
and putting it to the sceptic to find out, if
he can, among all these periods, any one at
which the condition of the country was not
more prosperous than at the period imme-
diately preceding it: spite of so many wars,
and fires, and plagues, and all other public
calamities, with which it has been at different
times afflicted, whether by the band of God,
or by the misconduct of the sovereign. No
very easy t~sk, I believe: the fact is too ma-
nifest for the most jaundiced eye to escape
seeing it. But what, and whom, are we to
thank for it, but projects and projectors ?

« No,” I think I hear you saying, I will
not thank projectors forit; I will rather thank
the laws, which, by fixing the rates of inte-
rest, have been exercising their vigilance in
repressing the temerity of projectors, and pre-
venting their imprudence from making those
defalcations from the sum of national pro-
sperity, which it would not have failed to make
had it been left free. If, during all these
periods, that adventurous race of men had

* Edit. 1784, 8vo, p. 177

+ B. IL ch, iii. edit, 8vo, 1784, vol. ii. p. 20.
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been left at liberty by the laws to give full
scope to their rash enterprises, the increase
of national prosperity during these periods
might have afforded some ground for regard-
ing them in u more favourable point of view,
But the fact is, that their activity has had
these laws to check it ; without which checks
you must give me leave to suppose that the
cuarrent of prosperity, if not totally stopped
or tarned the other way, would at any rate
have been more or less retarded. Here, then,”
you conclude, “lies the difference between
us. What you look upon as the cause of
the increase about which we are both agreed,
I look upon as an obstacle to it; and what
you look upon as the obstacle, Ilook uponas
the cause.”

Instead of starting this as a sort of plea
that might be urged by you, 1 ought, perhaps,
rather tohave mentionedit as what might be
urged by some people in your place ; for as
T do not imagine your penetration would suffer
you to rest satisfied with it, still less can I
suppose that, if you were not, your candour
would allow you to make use of it as if you
were.

To prevent your resting satisfied with it,
the following considerations would, I think,
be suificient.

In the first place, of the seven periods
which you have pitched upon, as so many
stages tor the eye to rest at in viewing the
progress of prosperity, it is only during the
three last that the country has had the bene-
fit, if such we are to call it, of thesc laws;
for it is to the reign of Ilenry VIIL that we
owe the fust of them.

Here a multitude of questions might be
started : — whether the curbing of projectors
formed any part of the design of that first
statute, or whether the views of it were not
wholly confined to the reducing the gains of
that vbnoxious and envied elass of men, the
money-lenders ? — whether projectors have
been most abundant before that statute, or
since that statute » —and whether the nation
has suffered, as you might say - benefited,
as I should say — most by them, upon the
whole, during the former period or the latter?
All these discussions, and many more that
might be started, I decline engaging in, as
nore likely to retard than to forward our
coming #o any agreement concerning the main
question.

In the next place, I must here take the
liberty of reterring you to the proot which 1
think I have already given, of the proposition
that the restraints in question could never
have had the effect, in any degree, of lessen-
ing the proportion of bad projects to good
ones, but only of diminishing, as far as their
influence may have extended, the total num-
bur of projects, good and bad together. What-
ever, therefore, was the general tendency of
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the projecting spirit previously to the first of
these laws, such it must have remained ever
sinee, for any effect which they could have
had in purifying and correcting it.

But what may appear more satisfactory,
perhaps, than both the above considerations,
and may afford us the best help towards ex-
tricating ourselves from the perplexity which
the plea 1 have been combating (and which
1 thought it necessary to bring to view as the
best that could be urged) seems much better
calculated to plunge us into than bring us out
of, is, the consideration of the small effect
which the greatest waste that can be con-
ceived to have been made within any compass
of time by injudicious projects, can have had
on the sum of prosperity, even in the estima-
tion of those whose opinion is most unfavour-
able to projectors, in comparison of the effect
which, within the same compass of time, must
have been produced by prodigality.

Of the two causes, and only two causes
which you mention, as contributing to retard
the accumulation of national wealth, as far
as the conduct of individuals is concerned,
projecting, as I observed before, is the one,
and prodigality is the other: but the detri-
ment which society can receive even from
the concurrent efficacy of both these causcs,
vou represent on several occasions as incon-
siderable, and, if I do not misapprehend
you, too inconsiderable, either to need, or te
warrant, the interposition of government to
oppose it. Be this as it may, with regard to
projecting and prodigality taken together —
with regard to prodigality at least, I am cer-
tain I do not misapprehend you. On this
subject you ride triumphant, and chastise the
** impertinence and presumption of kings and
ministers,” with a tone of authority which it
required a courage hke yours to venture upon,
and a genius hke yours to warrant a man
to assume.* After drawing the parallel be-
tween private thnft and public profusion —
‘It is,” you conclude, “the highest imper-
tinence and presumption, therefore, in kings
and ministers ¢o pretend to watch over the
economy of prwvate people, and to restrain
their expense, either by sumptuary laws, or
by prohibiting the importation of foreign
luxuries. They are themselves always, and
without exception, the greatest spendthrifts
in the society. Let them look well after their
own expense, and they may safely trust pri-
vate people with theirs. If their own extra-
vagance does not ruin the state, that of their
subjects never will.»

That the employing the expedients you
mention for restraining prodigality, is indeed
generally, perhaps even without exception,
improper, and in many cases even ridiculous,
I agree with you: nor will I here step aside

* B, IL ch, iii. vol. ii. p. 27, edit. 8vo, 1784,
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from my subject to defend from that imputa-
tion another mode suggested in a former part
of these papers. But however presumptuous
and impertinent it may be for the sovereign
to attempt in any way to check by legal re-
straints the predigality of individuals, to at-
tempt to check their bad management by such
restraints, seems abundantly more so. Toerr
in the way of prodigality is the lot — though,
as you well observe, not of many men, in
comparison of the whole mass of mankind —
vet at least of any man : the stuff fit to make
# prodigal of is to be found in every ale-
bouse, and under every hedge. But even to
err in the way of projecting, is the lot only of
the privileged few. Prodigality, though not
80 common as to make any very material drain
from the general mass of wealth, is however
too common to be regarded as a mark of dis-
tinction or as a singularity. But the stepping
aside from any of the beaten paths of traffic,
is regarded as a singularity — as serving to
distinguish 2 man from other men. Even
where it requires no genius, no peculiarity of
talent — as where it consists in nothing more
than the finding out a new market to huy or
sell in, it requires, however, at least a degree
of courage, which is not to be found in the
common herd of men. What shall we say of
it, where, in addition to the vulgar quality of
courage, it requires the rare endowment of
genius, as in the instance of all those succes-
sive enterprises by which arts and manufac-
tures have been brought from their original
nothing to their present splendour? Think
how small a part of the community these
must make, in comparison of the race of pro-
digals — of that very race which, were it only
on account of the smallness of its number,
would appear too inconsiderable to you to
deserve attention. Yet prodigality is essen-
tially and necessarily burtful, as far as it
goes, to the opulence of the state: projecting
is 50 only by accident. Every prodigal, with-
out exception, impairs — by the very supposi-
tion impairs, if he does not annihilate — his
fortune. But it certainly is not every projec-
o7 that impairs his : it is not every projector
that would have done so, had there been
none of those wise laws to hinder him: for
the fabric of national opulence — that fabric
of which you pioclaim, with so generous an
exultation, the continual increase — that fa-
bric, in every apartment of which, innume-
rable as they are, it required the reprobated
hand of a projector to lay the first stone, has
required some hands at least to be employed,
and successfully employed. When, in compa-
rison of the number of prodigals, which is too
inconsiderable to deserve notice, the number
of projectors of all kinds is so much more
inconsiderable — and when, from this incon-
siderable number, must be deducted the not
inconsiderable propurtion of sucecssful pro-
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jectors — and from this remainder again, all
those who can carry on their projects with.
out need of borrowing, — think wbether it
be possible that this last remainder could af-
ford a multitude, the reducing of which would
be an object deserving the interposition of
government by its magnitude, even taking
for granted that it were an object proper in
its nature ?

If it be still a question whether it be worth
while for government, by its reason, to at-
tempt to controul the conduct of men visibly
and undeniably under the dominion of pas-
sion, and acting under that dominion, con-
trary to the dictates of their own reason,—.
in short, to effect what is acknowledged to
be their better judgment, against what every-
body, even themselves, would acknowledge
to be their worse, —1is it endurable that the
legislator should by violence substitute his
own pretended reason, the result of a mo-
mentary and scornful glance, the offspring
of wantonness and arrogance, much rather
than of social anxiety and study, in the place
of the humble reason of individuals, binding
itself down with all its force to that very
object which he pretends to have in view?
Nor let it be forgotten, that, on the side of
the individual in this strange competition,
there is the most perfect and minute know
ledge and information which interest — the
whole interest of a man’s reputation and for~
tune, can insure : on the side of the legislator,
the most perfect ignorance. Allthatheknows
all that he can know, is, that the enterprise
is a project, which, merely because it is sus-
ceptible of that obmoxious name, he looks
upon as a sort of cock, for him, in childish
wantonness, to shie at. Shall the blind lead
the blind? is a question that has been put of
old to indicate the height of folly: but what
then shall we say of him who, being neces-
satly blind, insists on leading, in paths he
never trode in, those who can see?

1t must be by some distinction too fine for
my conception, if you clear yourself from the
baving taken, on another oceasion, but on the
very point in question, the side, on which 1t
would be my ambition to see you fix : —

« What is the species of domestic industry
which his capital can employ, and of which
the produce is likely to be of the greatest
value, every individual,” you say,* ‘¢ it is
evident, can, in his local situation, judge
much better than any statesman or lawgiver
can do for him. The statesman, who should
attempt to direct private people in what man-
ner they ought to employ their capitals, would
not only load himself with a most unnecessary
attention, but assume an suthority which
could safely be trusted, not only to no single
person, but to no council or senste whatso-

* B. IV. ch. ii, vol. ii, p. 182, edit, 8va.
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ever, and which would nowhere be so dan.
gerous as in the bands of & man who had folly
and presumption enough to fancy himself fit
to exercise it.

« To give the monopoly of the home
market to the produce of domestic industry
in any particularart or manufacture, is in some
measure t0 direct private people in what man-
ner they ought to employ their capitals, and
must in almost all cases be either a useless or
a hurtful regulation.” —Thus far you: and I
add,.— to limit the legal interest to o rate at
which the carriers on of the oldest and best-
established and least hazardous trades are
always glad to borrow, is to give the mono-
poly of the money-market to those traders, as
against the projectors of new-imagined trades,
not one of which but, were it only from the
circumstance of its novelty, must, as I have
already observed, appear more hazardous than
the old.

These, in comparison, are but inconelusive
topics, I touched upon them merely as af-
fording what appeared to me the only shadow
of a plea that could be brought in defence
of the policy I am contending against. I come
back, therefore, to my first ground, and beg
you once more to consider, whether, of alt
that host of manufactures, which we both
exult in as the causes and ingredients of na-
tional prosperity, there be a single one that
could bave existed at first but in the shape of
a project. But if a regulation, the tendency
and effect of which is merely to check pro-
jects in as far as they are projects, without
any sort of tendency, as I have shown, to
weed out the bad ones, is defensible in its
present state of imperfect efficacy, it should
not only have been defensible, but much more
worthy of our approbation, could the efficacy
of it have been so far strengthened and com-
pleted as to have opposed from the beginning
an unsurmountable bar to all sorts of projects
whatsoever ; —that is to say, if, stretching
forth its hand over the first rudiments of so-
ciety, it had confined us, from the beginning,
to mud for our habitations, to skins for our
clothing, and to acorns for our food.

1 hope you may by this time be disposed
to allow me, that we have not been ill served
by the projects of time past. I have already
intimated, that I could not see any reason
why we should apprehend our being worse
served by the projects of time future. I will
now venture to add, that I think I do see rea-
son why we should expect to be still better
and better served by these projects, than by
those: I mean, better upon the whole, in
virtue of the reduction which experience, if
experience be worth anything, should make
in the proportion of the number of the ill-
grounded and unsaccessful, to that of the
well-grounded and successful ones.

The career of art, the great road which
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receives the footsteps of projectors, may be
considered as a vast, and perhaps ¥nbeunded
plain, bestrewed with gulphs such as Curtius
was swallowed up in. Each requires a hu-
man victim to fall into it ere it can close ; but
when it once closes, it closes to open no more,
and so much of the path is safe to those who
follow. If the want of perfect information of
former miscarriages renders the reality of hu-
man life less happy than this picture, still the
similitude must be acknowledged : and we see
at once the only plain and effectual method
for bringing that similitude still nearer and
nearer to perfection: I mean, the framing the
history of the projects of time past, and (what
may be executed in much greater perfection,
were but a finger held up by the hand of go-
vernment) the making provision for record-
ing, and collecting, and publishing as they are
brought forth, the race of those with which
the womb of futurity is still pregnant. But
to pursue this idea, the execution of which is
not within my competence, would lead me
too far from the purpose.

Comfortable it is to reflect, that this state
of continually-improving security is the na-
tural state, not only of the road to opulence,
but of every other track of human hfe. In
the war which industry and ingenuity main-
tain with fortune, past ages of ignorance and
barbarism form the forlorn hope, which hus
been detached 1n advance, and made a socri-
fice of for the sake of future. The golden
age, it iz but too true, is not the lot of the
generation in which we live : but if it is to
be found in any part of the track marked out
for human existence, it will be found, I trust,
not in any part which is past, but in some
part which is te come.

But to return to the laws against usury,
and their restraining influence on projectors.
I have made it, I hope, pretty apparent, tbat
these restraints have no power or tendeney to
pick out bad projects from the good. Is it
worth while to add, which I think I may do
with some truth, that the tendency of them
is rather to pick the good out from the bad ?
Thus much at least may be said, and it comes
to the same thing, that there is one case in
which, be the project what it may, they may
have the effect of checking it, and another in
which they can have no such effect ; and that
the first has for its accompaniment, and that
& necessary one, a circumstance which has a
strong tendency to separate and discard every
project of the injudicious stamp, but which
is wanting in the other case: I mean, in a
word, the denefit of discussion.

1t is evident enough, that upon all such
projects, whatever be their nature, as find
funds sufficient to carry them on, in the hands
of him whose invention gave them birth, these
laws are perfectly, and if by this time you
will allow me to say so, very happily, with-
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out power. But for these there has not
necessarily been any other judge, prior to
experience, than the inventor’s own partial
affection. It is not only not necessary that
they should have had, but it is natural enough
that they should not have had, any such judge ;
since in most cases the advantage to be ex-
pected from the project depends upon the ex-
clusive property 1a 1, and consequently upon
the concealment of the prineiple. Think, on
the other hand, how different is the lot of
that enterprise which depends upon the good
opinion of another man; that ether, a man
possessed of the wealth which the projector
wants, and before whom necessity forces him
to appear in the character of a suppliant at
least: happy if, in the imagination of his
Judge, he adds not to that degrading character,
that of a visionary enthusiast or an impostor!
At any rate, there are in this case, two wits
set to sift into the merits of the project, for
one which was employed upon that same task
in the other case: and of these two, there is
one whose prejudices are certainly not most
likely to be on the favourable side. True it
is, that in the jumble of occurrences, an over-
sanguine projector may stumble upon a pa-
tron as over-sanguine as himself; and the
wishes may bribe the judgment of the one,
s they dud of the other. The opposite case,
however, you will allow, I think, to be by
much the more natural. Whatever a man’s
wishes may be for the success of an enter-
prise not yet his own, his fears are likely to
be still stronger. That same pretty generally
implanted principle of vanity and self-conceit,
which disposes most of us to overvalue each
of us his own conceptions, disposes us, in a
proportionable degree, to undervalue those
of other men.

Is it worth adding, though it be undeniably
true, that could it even be proved by ever so
uncontrovertible evidence, that from the be-
ginning of time to the present day, there never
was a project that did not terminate in the
ruin of its author; not even from such a fact
as this, could the legislator derive any suffi-
cient warrant, so much as for wishing to see
the spirit of projects in any degree repressed?
The discouraging motto, Sic vos non vobis,
may be matter of serious consideration to the
individual, but what is it to the legislator ?
What general, let him attack with ever so
superior an army, but knows that hundreds,
or perhaps thousands, must perish at the first
onset ? Shall be, for that consideration alone,
lie inactive in his lines? ¢ Every man for
himself—but God” adds the proverb (and it
might have added the general, and the legis-
lator, and all other public servants) * for us
all.” Those sacrifices of individual to gene-
ral welfare, which on so many occasions are
made by third persons against men’s wills,
shall the parties themselves be restrained from
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meking, when they do it of their own choice ?
To tie men neck and heels, and throw them
into the gulphs I have been speaking of, is
altogether out of the question: butif at every
gulph a Curtiug stands mounted and capari-
soned, ready to take the leap, is it for the
legislator, in a fit of old-womanish tenderness,
to pull him away ? Laying even public inte-
rest out of the question, and considering
nothing but the feelings of the individuals
immediately concerned, a legislator would
scarcely do so, who knew the value of hope,
*¢ the most precious gift of heaven.”
Consider, Sir, that it is not with the in-
vention-lottery (that great branch of the
project-lottery, for the sake of which I am
defending the whole, and must continue so to
do until you or somebody else can show me
how to defend it on better terms,) it is not,
Isay, with the invention-lottery, as with the
mine-lottery, the privateering-lottery, and so
many other lotterles which you speak of, and
in no instance, I think, very much to their
advantage. In these lines, success does not,
as in this, arise out of the embers of ill-suc-
cess, and thence propagate itself, by a happy
contagion, perhaps to all eternity. Let Titius
have found a mine, it is not the more easy,
but by so much the less easy, for Sempronius
to find one too : let Titius have made a cap-
ture, it is not the more easy, but by so much
the less easy, for Sempronius to do the like.
But let Titius have found out a new dye,
more brilliant or more durable than those in
use— let him have invented a new and more
convenient machine, or a new and more pro-
fitable mode of husbandry,a thousand dyers,
ten thousand mechanics, a hundred thousand
husbandmen, may repeat and multiply his
success: and then, what is it to the public
though the fortune of Titius, or of his usurer,
should have sunk under the experiment ?
Birmingham and Sheffield are pitched upon
by you as examples, the one of a projecting
town, the other of an unprojecting one.* Can
you forgive my saying, I rather wonder thac
this comparison of your own choosing did not
suggest some suspicions of the justice of the
conceptions you had taken up to the (isad-
vantage of projectors. Sheffield is an old oak :
Birmingham but a mushroom. What if we
should find the mushroom still vasterand more
vigorous than the oak? Not but the one as
well as the other, at what time soever planted,
must equally have been planted by projec-
tors: for though Tubal Cain himself were to
be brought post from Armenia to plant Shef-
field, Tubal Cain himself was as arrant e pro-
jector in his day, as ever Sir Thomas Lombe
was, or Bishop Blaise. But Birmingham, it
seems, claims, in common parlance, the title
of a projecting town, to the exclusion of the

* B. L ch. x. vol. i. p. 176, edit. 8vo, 1784
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other, becsuse, being but of yesterday, the
spirit of project smells fresher and stronger
there than elsewhere.

When the odious sound of the word pro-
Jector no longer tingles in your ears, the race
of men thus stigmatized do not always find
you their enemy. Projects, even under the
name of * dangerous and expensive experi-
ments,” are represented as not unfit to be
encouraged, even though monopoly be the
means: and the monopoly is defended in that
instance, by its similarity to other instances
in which the like means are employed to the
like purpose.

“ When a company of merchants undertake
at their own risk and expense to establish a
new trade with some remote and barbarous
nation, it may not be unreasonable,” you ob-
serve, “ to incorporate them into a joint-
stock company, and to grant them, in case of
their success, a monopoly of the trade for a
certain number of years, It is the easiest and
most natural way in which the state can
recompense them, for hazarding a dangerous
and expensive experiment, of which the public
is afterwards to reap the benefit. A tem-
porary monopoly of this kind may be vindi-
cated upon the same principles upon which
a like monopoly of a new machine is granted
to its inventor, and that of a new book to
its author.”

Private respect must not stop me from
embracing this occasion of giving a warning
which is so much needed by mankind. If so
original and independent a spirit has not been
always able to save itself from being drawn
aside by the fascination of sounds into the
paths of vulgar prejudice, how strict a watch
ought not men of common mould to set over
their judgments, to save themselves from be-
ing led astray by similar delusions!

1 have sometimes been tempted to think,
that were it in the power of laws to put words
under proscription, as it is to put men, the
cause of inventive industry might perhaps
derive scarcely less assistance from a bill of
attainder against the words project and pro-
Jectors, than it has derived from the act au-
thorizing the grant of patents. I should add,
bowever, fora time: for even then the envy,
and vanity, and wounded pride, of the un-
ingenious herd, would sooner or later infuse
their venom into some other word, and set it
up as a new tyrant, to hover, like its prede-
cessor, over the buth of infant genius, and
crush it in its cradle.

Will not you accuse me of pushing malice
beyond all bounds, if I bring down against
you 50 numerous and respectable a body of
men as the members of the Society for the
Encouragement of Aris# 1 do not, must not,
care: for you command too much respect to
have any claun to mercy. At least you will
not aceuse me of spiriting up against you bar-
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barian enemies, and devoting you to the ven-
geance of Cherokees and Chicasaws.

Of that popular institution, the very pro-
fessedand capital object is the encouragement
of projects, and the propagating of that ob-
noxious breed, the crushing of which you com-
mend as a fit exercise for the arm of power.
But if it be right to crush the acting male-
factors, it would be downright inconsistency
not to crush at the same time, or rather not
to begin with crushing, these their hirersand
abettors. Thank, then, their inadvertence, or
their generosity, or their prudence, if their
beadle has not yet received orders to burn in
ceremony, as a libel on the Society, a book
that does honour to the age.

After having had the boldness to accuse so
great a master of baving fallen unawares into
an error, may I take the still farther liberty
of setting conjecture to work to account forit?
Scarce any man, perhaps no man, can push the
work of creation, in any line, to such a pitch
of completeness as to have gone through the
task of examining with his own eyes into the
grounds of every position without exception,
which he has had occasion to employ. You
heard the public voice, strengthened by that
of law, proclaiming all round you, that usury
was a sad thing, and usurers a wicked and
pernicious set of men: you heard from one at
least of those quarters, that projectors were
either a foolish and contemptible race, or a
knavish and destructive one. Hurried away
by the throng, and taking, very naturally, for
granted, that what everybody said must have
some ground for it, you have joined the cry,
and added your suffrage to the rest. Possibly,
too, among the crowd of projectors which the
lottery of occurrences happened to present to
your observation, the prejudicial sert may
bave borne such a proportion to thebeneficial,
or shown themselves in so much stronger
colours, as to have given the popular notion a
firmer hold in your judgment, than it would
have had, had the contrary proportion hap-
pened to present itself to your notice. To
allow no more weight to examples that fall
close under our eyes, than to those which have
fallen at ever so great a distance — to suffer
the judgment on no occasion to indulge itself
in the licence of a too hasty and extensive
generalization —not to give any proposition
footing there, till after all such defalcations
have been made as are necessary to.reduce it
within the limits of rigid truth, —these are
laws, the complete observance whereof forms
the ultimate, and hitherto, perhaps for ever,
ideal term of human wisdom.

You have defended against unmerited ob-
loguy two classes of men — the one innocent
at least, the other highly useful: the spreaders
of English arts in foreign climes, and those
whose industry exerts itself in distributing
that necessary commodity which is called by
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the way of eminence the staff of life,* May
1 flatter myself with having succeeded at last
in my endeavours to recommend to the same
powerful protection, two other highly useful
and equally persecuted sets of men — usurers
and projectors ? Yes: I will, for the moment
atleast, indulge so flattering an ides ; and in
pursuance of it, leaving usurers, for whom 1
have said enough already, I will consider my-
self as joined now with you in the same com-
mission, and thinking with you of the best
means of relieving the projector from the load
of discouragement laid on him by these laws,
in so far as the pressure of them falls parti-
cularly upon him. In my own view of the
matter, indeed, no temperament, no middle
course, is either necessary or proper: the
only perfectly effectual, is the only perfectly
proper remedy — a spunge. But as nothing
iz more common with mankind than to give
opposite receptions to conclusions flowing
with equal necessity from the same principle,
let us accommodate our views to that con-
tingency.

According to this idea, the object, as far
as confined to the present case, should be, to
provide, in favour of projectors only, a dis-
pensation from the rigour of the anti-usurious
laws ; — such, for instance, as is enjoyed by
persons engaged in the carrying trade, in vir-
tue of the indulgence given to loans made on
the footing of respondentia or bottomry. As
to abuse, I see not why the danger of it should
be greater in this case than in those. Whe-
ther a sum of moneybe embarked, or not
embarked, in such or such a new manufacture
on land, should not, in its own nature, be a
fact much more difficult to ascertain, than
whether it be embarked, or not embarked, in
such or such a trading adventure by sea: and
in the one case as in the other, the payment
of the interest, as well as the repayment of
the principal, might be made to depend upon
the success of the adventure. To confine the
indulgence to new undertakings, the having

* B. 1V. ch, viii. vol. ii. p. 514, et alibi, edut,
8vo. 1784,
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obtained a patent for some invention, and the
continuance of the term of the patent, might
be made conditions of the allowance given to
the bargain: to this might be added affidavits
expressive of the intended application, and
bonds, with sureties, conditioned for the per-
formance of the intention so declared ; to be
registered in one of the patent-offices, or else-
where. After this, affidavits once a-year, or
oftener, during the subsistence of the con-
tract, declaring what has been done in exe-
cution of it.

If theleading-string is not yet thonght tight
enough, boards of controul might be insti-
tuted to draw it tighter. Then opens a scene
of vexation and intrigue : waste of time con-
sumed in courting the favour of the members
of the board : waste of time in opening their
understandings, clenched perbaps by igno-
rance, at any rate by disdain and self-suffi-
ciency, and vanity, and pride: the favour
(for pride will make it a favour) granted to
skill in the arts of self-recommendation and
cabal, devoid of inventive merit, and refused
to naked merit unadorned by practice in those
arts : waste of time on the part of the persons
themselves engaged in this impertinent in-
quiry : waste of somebody’s money in paying
them for this waste of time. All these may
be necessary evils, where the money to be
bestowed is public money : how idle where
it is the party’s own! I will not plague
you, nor myself, with inquiring of whom shall
be composed this board of nurses to grown
gentlemen: were it only to cut the matter
short, one might name at once the committees
of the Society of Arts. There you have a
body of men ready trained in the conduct of
inquiries, which resemble that in question in
every circumstance but that which renders
it ridiculous : the members or representatives
of this democratic body would be as likely, I
take it, to discharge such a trust with fide-
lity and skill, as any aristocracy that could
be substituted in their room.

Crichoff, in White Russia,
March 1787.
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CHAPTER L
INTRODUCTION.*

PoriticaL EcoNomy is at once a science and
an art, The value of the science has for its
efficient cause and measure, its subserviency
to the art.}

According to the principle of utility in
every branch of the art of legislation, the
object or end in view should be the produc-
tion of the maximum of happiness in a given
time in the community in question.

In the instance of this branch of the art,
the ohject or end in view should be the pro-
duction of that maximum of bhappiness, in so
far as this more general end is promoted by
the production of the maximum of wealth and
the maximum of population.

The practical questions, therefore, are —
Iiow far the measures respectively suggested
vy these two branches of the common end
agree ? —how far they differ, and which re-
quires the preference ?—how far the end in
view is best promoted by individuals acting
for themselves ? and in what cases these ends
mway be best promoted by the bhands of go-
vernment ?

Those cases in which, and those measures
or operations by which, the end is promoted
by individuals acting for themselves, and
without any special interference exercised
with this speeial view on the part of govern-
ment, beyond the distribution made and
maintained, and the protection afforded by
the civil and penal branches of the law, may
be said to arise sponte acta.

What the legislator and the minister of the
interior have it in their power to do towards
increase either of wealth or population, is as
nothing in comparison with what is done of
course, and without thinking of it, by the
judge, and his assistant the minister of police.

The cases in which, and the measures by
which, the common end may be promoted by

* Some Farr.s of the following work were for-
merl blished as the fourth k of the work
entitied Rationale of Reward:— they are now
inserted in the places they were originally de-
signed to occupy in Bentham’s Manual of Poli-
tical Economy.— Ed.

4+ To Adam Smith, the science alone has been
the direct and constant object in view : the art
the collateral and occasional one,

the hands of government, may be termed
agenda.

With the view of causing an increase to
take place in the mass of national wealth, or
with a view to increase of the means either
of subsistence or enjoyment, without some
special reason, the general rule is, that no-
thing ought to be done or attempted by go-
vernment. The motto, or watchword of
government, on these occasions, ought to be
— Be quiet.

For this quietism there are two main rea~
sons : — 1. Generally speaking, any interfe-
rence for this purpose on the part of govern-
ment is needless. 'The wealth of the whole
community is composed of the wealth of the
several individuals belonging to it taken to-
gether. But to increase his particular por-
tion is, generally speaking, among the con-
stant objects of each individual’s exertions
and care. Generally speaking, there is no one
who knows what is for your interest, so well
as yourself— no one who is disposed with se
much ardour and constancy to pursue it.

2. Generally speaking, it is moreover likely
to be pernicious, viz. by being unconducive,
or even obstructive, with reference to the at«
tainment of the end in yiew. Each individual
bestowing more time and attention upon the
means of preserving and increasing his portion
of wealth, than is or can be bestowed by go-
vernment, is likely to take a more effectual
course than what, in his instance and on his
behalf, would be taken by government.

It is, moreover, universally and constaatly
pernicious in another way, by the restraint
or constraint imposed on the free agency of
the individual. Pain is the general concomi-
tant of the sense of such restraint, wherever
it is experienced.

Without being produetive of such coercion,
and thereby of such pain — in a way more or
less direct — more or less perceptible, with
this or any other view, the interposition of
government can hardly take place. If the
coercion be not applied to the very individual
whose conduct is endeavoured to be made
immediately subservient to this purpose, it
is at any rate applied to others — indeed, to
the whole community taken together.

In coercive measures, so called, it is only
to the individual that the eoercion is applied.
In the ease of measures of encourasgement,
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the field of coercion is vastly more extensive.
Encouragements are grants of money or mo-
ney’s worth, applied in some shape or other
to this purpose. But for this, any more than
any other purpose, money is not raised but by
taxes, and taxes are the produee of coercive
laws applied to the most coercive purpose.

‘This would not be the less true, though the
individual pieces of money thus applied hap-
pened to come from a source which had not
been fed by any such means. In all commu-
nities, by far the greatest share of the money
disposed of by government being supplied by
tuxes, whether this or that particular portion
of money so applied, be supplied from that
particular source, makes no sort of difference.

To estimate the good expected from the
application of any particular mass of govern-
ment money, compare it always with the
mischief produced by the extraction of an
equal sum of money by the most burthensome
species of tax ; since, by forbearing to make
application of that sum of money, you might
forbear levying the amount of that same sum
of money by that tax, and thereby forbear
imposing the mass of burthen that results
from it.

It would, however, be a gross error, and
an extremely mischievous one, to referto the
defalcation thus resulting from the mass of
liberty or free agency, as affording a conclu-
sive objection against the interposition of the
law for this or any other purpose. Every law
which does not consist in the repeal, total or
partial, of a coercive law, is itself a coercive
law. To reprobate as a mischief resulting
from this or that law, a property which is of
the very essence of all law, is to betray a
degree of blindness and ignorance one should
think hardly possible on the part of a mind
accustomed to the contemplation of any
branch of the system of laws — a total unac-
quaintance with what may be called the logic
of the laws,

Yet soimperfect is the state of legal know-
ledge, — marks of this perfectly surprising,
as it will one day be, as well as much to be
lamented ignorance, are to be found among
the most experienced pens, not to mention
the most loquacious tongues.

Power, knowledge™ or intelligence, and
inclination: where these requisites concur on
the part of him on whom the production of
the desirable effect in question depends, it is
produced ; when any one of them is wanting,
it is not produced.

‘When these requisites exist already in per-

* Knowledge may be considered as a branch
of power. Itis power so far as it nds upon
the mental wndgtim of the party whose power
is in guestion. Power, in the narrower sense of
the word, depends upon_the state and condition
of external ~objects exterior with refe-
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fection with reference to the production of
any effect operating in addition to the mass
of wealth on the part of the members of the
community taken respectively in their indi-
vidual capacities, it will be produced with-
out the interference of the government ; and
as this interference is never a matter of pure
indifference, — never otherwise than hurtful
when it is" not beneficial, these cases are
among the cases in which that interference
is not desirable.

In the cases where any one of these requi-
sites is deficient, insomuch that for want of
it the effect cannot be produced, — in such
case the interposition of government may be
desirable or not, according to the state of the
account . according as the inconveniences
attached to the measures in which the inter-
position of government consists, preponderate
or fail of preponderating over the advantage
attached to the effect which it is proposed
should be produced.

If the effect fail of being produced without
the interposition of government for want of
any one or more of these requisites, it is by
the supply of the requisite or requisites so
wanting that the action of government may
display itself. Thence, on every such occa-
sion, these questions present themselves for
consideration : —

1. Whether the effect in question fail of
being produced in the degree in which it
might be produced ?

2. To the want of what requisite or re-
quisites such failuve is to be ascribed ?

8. What are the means by which such
failure may be supplied by government at the
least expense ?

4. When reduced to its least dimensions,
is the expense necessary for the purpose in
question such that the advantage will pre-
ponderate over the expense ?

In a general view of the three requisites,
inelination appears least apt to be deficient
on the part of individuals. The general mass
of national wealth is composed of the parti-
cular masses appertaining to individuals, On
the part of the individual there is seldom any
deficiency in respect of inclination to make
addition to the amount of that particular mass
of wealth which has fallen to his share.

It is in respect t0 the two other requi-
sites, power and intelligence, that deficiency
is much more apt to take place.

To these deficiencies the abilities of go-
vernment are happily adapted. Inclination it
could not give — it has not power to give it
in the great mass of cases: — not by punish-
mentg, on account of the expensivenessZ and
in such cases the comparative inefficacy of
such means; — not by reward, for want of a
sufficient stock of that scarce and valuable
matter which is not to be extracted but by
taxes — that is, by punishments,
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Intelligence and power may be adminis-
tered by government at a much cheaper rate.
A mite of reward, skilfully applied, is often
sufficient to produce an immensity of intel-
ligence. In many instances, it frequently
requires nothing more than the removal of
coercion from one hand to another, or even
the repeal of it altogether, in order to con-
fer the sort and degree of requisite power;*
the operation, in either case, not being at-
tended, in the shape of pain, with any per-
ceptible effect.

The two most extensive descriptions of the
cases in which it is necessary or expedient
to interfere for the purpose of regulating the
exertions of individuals in respect to the in-
crease of wealth, are those in which it is ne-
cessary to regulate the pursuit of the several
objects in view, according to the order of
their importance : — in giving to the matter
of wealth that modification which adapts it
to the several purposes of subsistence and
defence — security in respect of subsistence,
and security in respect of defence — in pre-
ference to that which adapts it to the mere
purpose of enjoyment.

With few exceptions, and those not very
consiuderable ones, the attazinment of the maxi-
mum of enjoyment will be most effectually
secured by leaving each individual to pursue
his own maximum of enjoyment, in propor-
tion as he is in possession of the means. In-
clination in this respect will not be wanting
on the part of any one. Power, the species
of power applicable to this case—viz. wealth,
pecuniary power — could not be given by the
hand of government to one, without being
taken from another ; so that by such inter-
ference there would not be any gain of power
upon the whole.

The gain to be produced in this article by
the interposition of government, respects
principally the head of knowledge. There
are cases in which, for the benefit of the pub-
lic at large, it may be in the power of govern-
ment to cause this or that portion of know-
ledge to be produced and diffused, which,
without the demand for it produced by go-
vernment, would either not have been pro-
duced, or would not have been diffused.

We have seen above the grounds on which
the general rule in this behalf — Be quiet —
rests. Whatever measures, therefore, cannot
be justified as exceptions to that rule, may
be considered as non agenda on the part of
government.f The art, therefore, is reduced

* Supplying capital is supplying power. Capi-
tal mig%l: {e fup;ﬁied in Englandg by taking off,

woad hoc, the restraints imposed on the accumu-
Yat.ion of capital by partnership.

4+ Among these several classes, g a, sponie
acta, and non-agenda, the distribution of the
imaginable stock of institutions will differ in a
very considerable degree, according to the dif-

ANALYTICAL SURVEY.

85

within a small compass : security and freedom
are all that industry requires. The request
which agriculture, manufactures, and com-
merce present to governments, is modest and
reasonable as that which Diogenes made to
Alexander: ¢ Stand out of my sunshine.” We
have no need of favour — we require only a
secure and open path,

CHAPTER 1L

ANALYTICAL SURVEY OF THE FIELD OF
POLITICAL ECONOMY.

For the genesis of the matter of wealth —the
causes and mode of its production under its
several modifications — reference may for the
present be made to Adam Smith, who has not
left much to do, except in the way of method
and precision.

The following are the first steps in an ana-
lytical survey of the field of political economy,
showing how to draw a circle round the sub-
ject, and how to invent or discover what
remains to be invented or discovered in this
quarter of the field of human knowledge.

On the part of the individuals by whom
increase of wealth is produced, the production
of it is either purely spontaneous, or (with or
without design directed to the increase of
it) either promoted or obstructed by the ope-
rations of government. The correspondent
practical division of acts and operations, the
effect of which is to exert an influence on
the quantity of the national, to which may
be added the mundane stock of the matter of
wealth, is — 1. Sponte acta ; 2. Agenda; 3.
Non-agenda,

In the track of political economy as in any
other, whatever is done towards the attain-
ment of the object, must be by creating in-
clination, or by bestowing power.

Inclination can only be operated upon by
inducements, as —

1. By applications of a coercive or obliga-
tory nature, — which are either injunctions or
prohibitions.

ferent circumstances of the several political com.
munities. In regard to defalcations from general
opulence for the security of subsistence, an ar-
rangement of that sort which in one country may
be at once needful and practicable, mey in an-
other be either not needful, or, what is more s

to be the case, not practicable. The greater the
degree of opulence, the greater the list of sponte
acta —the less, therefore, that of agenda. In
Engiand, abundance of useful things are done
by individuals, which in other countries are done
either by government, or not at all. Docks, har-
bours, canals, roads ; institutions for relief against
misfortune in a variety of shapes, and from a va-
riety of causes—bodily affliction, death of friends,
fire, hostile captures, and criminal d tione
In Russia, under Peter the Great, list of

ta bei that of was '
sponte ac ‘rll,gahlank, agenda

proportionally
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2. By applications of an invitative nature,
or encouragements, — which are cither dircct
or indirect.

Power may to this purpose be distinguished
into—1. Legal ; 2. Physical ; 3. Intellectual,
or knowledge.

1. Legal power may be conferred —1. By
forbearing to impose on the party proposed
to be assisted coercion of any kind: 2. By
coercing others in such a manner as to pre-
vent them from obstructing his making use
of the power of the preceding kind; 3. By
compelling them to afford him assistance. In
the two first of these cases, power is no more
than hberty.

2. Physical power is conferred by giving to
a party the physical instruments requisite to
the attainment of the end proposcd ; — viz.
money, or something that is to be had for
money. This can only be done by legal power
of one or other of the three kinds above
mentioned,

3. Intellectual power is either — 1. Active
power; or, 2. Knowledge. If active power
be given by law, it can only be in some indi-
rect way, throughphysical and thence through
legal power.

Knowledge is either — 1. Of the modes of
operating towards the end proposed ; — viz.
which are good, which bad — which worst,
and which best; or, 2. Of matters of fact;
— which may be conducive to this end, ei-
ther — 1. By pointing out inducement; 2. By
pointing out legal power; 3. By conducing
to physical power or to intellectual power —
either as leading to knowledge of the modes
of operating, or to other matters of fact more
immediately leading to such knowledge.

Encouragements may be distinguished into
—1. Direct ; and, 2. Indirect. Direct consist
of rewards, commonly called in this instance
bounties, given to him who shall exercise his
industry in such or such a way. Indirect, con-
sist in discouragements opposed in the way of
others, in the view of restraining them from
exercising their industry in such or such a
way; t. e, in such a way as shall prevent his
excrcising his in the way desired. If discou-
ragements thrown in the way of A, answer
the purpose of encouragement to B, it is
because A’s acting in the track he is thus dis-
couraged from would have tended to discou-
rage B from acting in the track he is meant
to be encouraged to act in, by diminishing the
reward, natural or factitious, he would have
got in some way by acting in it.

To the head of encouragements may also
be added operations the tendency of which
is to confer power, and in particular physical
power ; such as the giving or lending money
or money’'s worth, to be employed in the
shape of a capital towards the earrying on a
branch of industry meant to be encouraged.

in whichever of the above ways aid is
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applied, it must be either —1. With a view
of increasing the quantity of industry in ge-
neral; or, 2. With a view of increasing the
relative quantity of a particular branch of
industry.

The causes of wealth, or say rather the
matter of wealth,* are —

1. Final — well-being.

2. Material —matter considered in respect
of its possessing, or being capable of possess-
ing value — viz. subservency to well-being,
the final cause.

8. Efficient — viz. motion.

The modifications of well-being, ranged in
the order of their importance, are —

1. Subsistence, present.

2. Security in respect of defence — viz.
against the evils to which human nature is
exposed, particularly from the action of agents
exterior to a man's body. Security in respect
of future subsistence.

3. Enjoyment — viz. mere enjoyment, dis-
tinct from the maintenance of subsistence
and the contemplation of seeurity.

Matter, considered with reference to the
final cause,—well-being, may be termed (such
parts of it as by the use made of them become
subservient to well-being, the final cause)
matter of wealth.t

* The compound term, * matter of wealth,”
is employed to prevent ambiguity: it carries
with it a reference to guantity. There are many
things which may constitute part of the matter
of wealth, which when taken separately, or in
small quantities, would hardly be called wealth.
Thus the wealth of a stationer may consist in
rags, a small portion of which lying on a dung-
hill few woul(r call wealth ; none, however, could
deny that they might constitute part of the matter
of wealth,

Opulence, thou‘gh.so nearly of kin to wealth,
—and the rather for that very reason — requires
to be distinguished from it. Opulence is relative
wealth, relation being had to population. Quan-
tity of wealth being given, the degree of opulence
is therefore not directly, but inversely, as the po.
pulation; 4. e. as the degree of populousness— as
the number of those who are to share in it: the
fewer the sharers, the larger each one’s share.

+ Wealth, considered as arising at successive
periods,” is called income. That portion of it
which is employed for the purpose of giving in.
crease to its amount, i called capital.

An individual who would in any manner em-
ploy himself in the accumulation of wealth,ought
to possess — 1. Materials on which to work 3 2,
Tools wherewith to work ; 3. A place in which to
work ; 4. Necessaries for his subsistence while at
work. All these objects are comprised under the
name of capital.

In the order of history, labour precedes capi-
tal: from land and labour everytf?ing proceeds.
Bat in the actual order of things there is always
some capital already produced, which is united
with land and labour in the production of new
values.

When an article of the produce of land or
labour, in place of being consumed or kept for
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The term, matter of wealth, is applicable
in common to —

1. Articles or instruments of subsistence ;

2. Instruments of defence ;

3. Instruments of enjoyment.

Articles of subsistence are either of con-
stant or occasional use.

Articles of constant use are —

1. Articles of nourishment — viz. food and
drink, 7. e. liquid or solid; the distinction
between which is at their point of nearest
approach undeterminable.

2. Articles serving for the regulation of
temperature and state of the air 1n respect
of moisture. These are — either lodging or
clothing.

3. Articles of occasional use, are articles of
medicine.

The evils to which defence bears reference
may be considered as having their source in
the agency of irrational agents or rational
agents.

Defence against evils apprehended from
the agency of irrational agents, is defence
against calamities.

Awmong rational agents, those from whose
agency evil is apprehended, are either consi-
dered as members of the community in ques-
tion, or not : in the first case, the defence is
against delinquency ; in the other case, against
hostility.

A modification of the matter of wealth may
be referred to that one of the above three
heads to which it is conducive in the great-
est degree ; — for the same article which is
principally subservient to one, may occasion-
ally be subservient to either or both of the
two others.*

Enjoyment being in a manner inseparable
from the application of articles of subsistence
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to their use, all articles of subsistence are in-
struments of enjoyment likewise. The dis-
tinction is, therefore, not between articles of
subsistence and instruments of enjoyment,
but between articles of subsistence and in-
struments of mere enjoyment — viz. that by
their application to use contribute nothing to
subsistence any more than to defence.t

The practice of exchange being established,
each modiication of the matter of wealth,
to whichsoever of the above-mentioned divi-
sions it belongs, is in virtue of that practice
convertible with more or less facility and
certainty into every other. The richer a
community, the better secured it is thereby
against hostility and famine.

A stock of instruments of mere enjoyment
presupposes, on the part of each individual,
a preassured stock of the articles of subsist-
ence. The stock of articles of subsistence
capable of being produced and kept up in a
country, in any other view than that of ex-
change, has its limits: it can never extend
much beyond the stock necessary for the
subsistence of the inhabitants — the stock
of mnstruments of mere enjoyment is without
limit.

It is only in respect and in virtue of the
quantity of the stock of instruments of mere
enjoyment, that one country can exceed an-
other country in wealth. The quantity of
wealth is as the quantity of its instruments
of enjoyment.

In cases where, twvo articles of subsistence
contributing in an equal degree to that end,
one contributes 1n a greater degree to enjoy-
ment (as 15 testified by the greater price
given for it,) it may be considered as pos-
sessed of a compound value, which by analysis
may be resolved as it were 1nto two values ;

the use of him who has made it or caused it to
be made, is offered 1n exchange, it then becomes
an article of commerce — it is merchandise.

In all avilized societies, a class of persons is
found, who purchase of the manufacturer, that
they may selg to the consumer.

The whole of the operations of manufacture
and of sale may be described by the general
terms of production and trade.

* Thirty years after the conclusion of the seven
years’ war,some ammunition bread that had been
baked for the Prussian army at the time of that
war, was found in such a state as to have been
eatable; a piece of it was eaten for curiosity’s sake
by a person whom I knew, In default of stones,
which have sometimes for want of iron been used
as cannon balls, this ammunition bread might
have been applied to the purpose of defence.

Iron is the best material for knives and hat-
chets, though in Otaheite and elsewhere they are
made of stones. A person whom I knew, once
cut his finger (as he told me) with a piece of
Suffolk cheese.

Hammocks, articles of subsistence (or rather
of customary luxury, not indispensably necessary
to subsistence, for a Russian often sleeps upon a
bench, or upon the floor,) — articles of subsist-

ence of a middle nature between clothing and
lodging, are frequently applied to the purpose of
defence on shipboard, being stowed in such man-
ner as to deaden the stroke of the shot,

-+ Instances of instruments of mere enjoyment
are abundant:— tobacco and perfumes may be
sufficient for 1llustration. i

1 Itis in consequence of the interconvertibility
above mentioned—wealth in one shape being con-
vertible into every other—that every instrument
of mere enjoyment is a pledge of security, and
thatnational power, so far asdependsupon wealth,
is in prorortion not to absolute, but only to rela-
tive opulence—not to the absolute quantity of
the matter of wealth in a nation, butto its ratio
to the mass of the population. For of the aggre-
gate value of the aggregate mass of the matter of
wealth in a nation, the part dedicated to enjoy-
ment is the only part applicable to the purpose of
defence. What 18 necessary to subsistence must
be applied to subsistence, or the man must starve,
Hence the reasol why France, so much superior
to Britain, not only in population, but in abso-
lute wealth, is yet inferior in power, except with
relation to countries so near that the expense of
invading them may be more or less defrayed by
the contributions raised in them.
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one belonging to it in its capacity of an ar-
ticle of subsistence, the other in its capacity
of an article of mere enjoyment.*

It is out of the fund for enjoyment that
the portion of wealth allotted to defence, and
the portion, if any, allotted to security in re-
spect of subsistence, must be taken : for out
of the portion allotted to subsistence none can
be spared.

But though security increase in proportion
as opulence increases, and inequality be an
inseparable accompaniment of opulence, se-
curity does not increase in proportion as in-
equality increases. Take away all the ranks
in respect of opulence, between the highest
and the lowest — the inequality will be in-
creased, but the degree of security will be
diminished.

Luxury is not only an inseparante accom-
paniment to opulence, but increases in pro-
portion to it. As men rise one above an-
other in the scale of opulence, the upper one
may, without excess, give into expenses which
those below cannot give into without prodi-
gality. It is therefore no more desirable that
luxury should be repressed, than it is that
opulence should be repressed — that is, that
security should be diminished. If it were
desirable that luxury should be repressed, it
could be done no otherwise than either by
depriving the more opulent classes of a part
of their property in this view, or coercing
them in the use of it. It would be Jess un-
reasonable to restrain prodigality wherever it
is to be found, than to restrain the highest
imaginable pitch of luxury on the part of
those whose expense does not exceed their
income.

The mass of that matter which is the ma-
terial cause of wealth, has for its sources —

1. Land — . e. dry land uncovered with
water.

2. Water — i, e. land covered with water.

The matter of wealth considered in respect
of its modifications, may be distinguished, in
the first place, into matter in an unimproved
state — in the state in which it comes out of
the hands of nature; and matter in an im-
proved state, i. e. modified by human labour,

® In the character of an article of subsistence,

a pound of potatoes and a pound of pine-apples
may stand pretty nearly upon the same level; —
but asingle pound of pine-apples may sell for the
same price as one hundred pounds of potatoes,—
the pound of potatoes seilin foraha\&oenn ,and
the pound of pine-apples for one hnndredy balf-
. This being the case, out of the hundred
alfpence, which is the price and value of the
pound of pine-apples, one halfpenny goesto sub.
sistence, and the remaining ninety-nime to mere
enjoyment. It is the same thing as if the halfe
penny had been employed in the purchase of
another pound of potatoes, and the remaining

ninety.nine in the purchase of perfumed powder
for the hair, mﬁ"or mgpgt:rifnwmp:lm
for nourishment,
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for the purpose of its being adapted to what-
ever uses it may be designed for.

Any distinguishable portion of the matter
of wealth may be either an article of imme-
diate or of subservient use.

It is an article of immediate use, when it
is itself applicable to any one of the three
above-mentioned ends, viz, subsistence, secu-
rity, or enjoyment.

It is an article of subservient use, when,
though it contribute to some one or more of
those ends, it does so not by any immediate
application of its powers to any one of the
above three ends, but by the instrumentality
of some other article which is of immediate
use, and which it renders, or contributes or
tends to render, subservient to that use.

The operations by which an increase of the
matter of wealth is produced or promoted,
may be enumerated under the following prin-
cipal heads, viz. —

1. Discovery—viz. of the source of the raw
material, or portion of matter of wealth in an
unimproved state.

2. Discovery of this or that portien of
land, considered as the source from which
portions of matter in an unimproved state
are extracted.

3. Extraction—yviz. of the raw material from
the portion of land which is its source.

When an increase of wealth to any given
amount takes place, it is either by means
of an increase of labour, or without any in-
crease.

When it tages place without any increase
in the quantity of labour, it takes place by
means of an Increase in the effect, or say,
efficiency of the quantity of labour employed.

The degree of efficiency in the quantity of
labour employed being given, the increase of
wealth produced by the labour will be as the
quantity of it.

If the quantity of wealth whicn, before
the increase of efficiency, required a year’s
labour of two thousand men, be now pro-
duced by a year’s labour of one thousand,
there remains the year’s labour of one of
the sets of a thousand men, which, when em-
ployed in the same way, or with the same
degree of efficiency as that of the first set,
will produce a fresh mass of wealth equal to
the original one.

Reducing by one-half the number of men
employed about an individual mass of work,
the quantity of the work done not being di-
minished by such reduction, is therefore the
same thing in effect as doubling the number
of men employed with the same degree of
efficiency as before.

But this supposes that the number of hands
thus rendered unnecessary with regard to the
production of the given quantity of work,
are employed with the same degree of cffi-
ciency, or at any rate are employed. If not
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employed at all, no increase in the quantity
of wealth will be brought about by the in-
crease in the efficiency of the mass of labour
which continues to be employed:— if em-
ployed, but employed with a less degree of
efficiency, then the fresh quantity of wealth
thus produced by the expelled hands will
fail of being equal to the quantity produced
by the hands retained, in a degree propor-
tioned to the différence in the degree of effi-
ciency.

If by means of the introduction of machi-
nery, or improvement in the machineryin use,
& manufacturer be enabled with one thou-
sand bands to perform the same quantity
of work as that which before the improve-
ment required two thousand hands, it might
seem at first sight, from this statement, that
the natural effect of the improvement would
be the retaining the same quantity of hands
employed in that branch of manufacture,
and thence the doubling the quantity of
goods manufactured in the time. But with-
out an addition to the mass of pecuniary ca-
pital, which is a circumstance accidental and
not belonging to the case, the retaining of
the same number of hands soemployed would
in no instance be possible ; for the produe-
tionand keeping up of the machinery or other
auxiliary means would always require a con-
siderable quantity of labour, the payment of
which would beattended with a proportionable
mass of expense, by which a proportionable
part of the capital would be absorbed.

If the hands employed on the machinery
should be paid at a higher rate than the hands
employed in the manufacture, the capital be-
ing the same after the improvement as before,
the number of manufacturing hands would be
still further decreased on this account.

Hence it follows, that increase of wealth
by saving of labour is not so great as increase
of wealth by increase of quantity of labour;
and that, consequently, opposition to machi-
nery is well grounded, if no care be taken to
provide immediate employment for the dis-
charged hands. At first, the temporary dis-
tress will outweigh the temporary enjoy-
ment ; but, so far as depends on increase of
wealth, the increase of enjoyment is perpe-
tual.

The quantity of wealth, or matter of
wealth, existing in a community at the end of
a given space of time (say forty years,) will
be as the quantity of wealth existing therein
at the commencement of the period — plus
the quantity of wealth that has come into it,
minus the quantity that has gone out of it.

Hence two modes of increasing the quan-
tity of wealth:—1. The direct and positive
mode, increasing the quantity that comes in;
2, The indirect and negative mode, diminish-
ing the quantity that goes out.
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Wealth has two sources, to which corre-
spond two modes of coming into a commu-
nity : — 1. Home production; 2. Importa-
tion.

It has in like manner two correspondent
modes of going out: — 1. Consumption; 2,
Exportation.

In the case of importation, the increase is
only relative, relation being had to the com-
munity in question: importation alone be-
ing considered, by so much as the wealth
of this community is increased, by so much
is the wealth of some other community de-
creased.

In the like manner, in the case of expor-
tation, the decrease is only relative: expor.
tation alone being considered, by so much as
the wealth of this commumty is decreased,
that of some other is increased: in relation
to the world at large, the quantity suffers not
in either case any change.

In general, import, in respect of one por-
tion of wealth, does not take place, but ex-
port, in respect to another and correspondent
portion, a portion generally regarded as being
of equal value takes place at nearly the same
time ; the transfer or self-deprivation having
the acquisition, for what in the language of
English law is called its consideration, and in
the language of general logic, its final cause.
But between commumty and community, as
between individuals, from matters of fear,
amity, or remote personal interest, it will
sometimes happen that export from this com-
munity shall take place without a correspon-
dent import into it from that — import into
this country without export from it into that ;
though import into this cannot take place
(unless it be from spots occupied in common
by the two, such as the greater part of the
sea, and some unappropriated parts of the
land) without export from that.

Consamption, again, takes place in either of
two ways :—1. Purposely, in the way of use;
or, 2. Undesignedly, in the way of deperition
without use.

Deperition is either total or partial: par-
tial, is deterioration.

Deperition is in strictness no otherwise
true of any portion of matter than in as far
as it respects form, and value as resulting from
that form—value, i. e. subservieney to use.

An act whereby deperition is produced, is
called destruction. An act whereby deterio-
ration is produced, may be termed deteriora-
tzon (the word being used in the active sense)
or endamagement.

Acts whereby destruction or deterioration
is produced, and thereby loss without pre-
ponderant benefit, it is the province of the
non-penal branch of the law to define, and
of the penal to prevent.

Preservation may be either total or partial :
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it can only be partial in cases where decrease
to a greater or less amount is indispensable,
as in case of taxes.

Taxes may be imposed either to furnish
means for future expenditure, or to afford
eompensation to those who in times past have
furnished the means for expenditure which
then was €uture: in other words, for grow-
ing expenses, or for discharge of debts.

The amount of taxes imposed for growing
expenses, takes from the amount of national
wealth in certain ways, and adds to it in
other ways, more or less, according as it is
employed. It takes from the means or instru-
ments of enjoyment, present or future, imme-
diate or more or less remote, according as it
would have been spent, lent out, or hoarded,
had it not been for the tax. It adds to the
security of the whole, in proportion as it is
employed for the purpose of national secu-
rify, in the way of national defence and other-
wise, It adds to the subsistence and enjoy-
ment of a part, in proportion as it is applied
to those purposes, by those among whom it
is distributed in consideration of the services
by which they have respectively contributed
to that end.

The amount of taxes imposed in discharge
of debt, of itself neither adds to nor takes
from the mass of national wealth, but is the
necessary result of measures of expense, ne-
cessary or unnecessary, avoidable or unavoid-
able, beneficial or pernicious, by which in
former times a decrease in the mass of na-
tional wealth was produced. But when, and
in so far as, the money produced by these
taxes is actually emploved in discharge of
debt, it adds to capital, and thereby to grow-
ing wealth.

Finanee is an appendix and inseparable ac-
companiment to political economy. Taxesare
sacrifices made of wealth and opulence at the
expense of enjoyment, to security, in respect
of defence, and security in respect of subsis-
tence.

Taxes and other mearls of supply for the
expenses of government, — wars with their
taxes and their devastations, are means by
which, of necessity, in a certain degree, and
too often beyond the extent of the necessity,
decrease in the amount of wealth and popu-
lation is produced. In this way the field of
political economy includes within it the field
of finance.

A tax, in as far as the thing taxed is ab-
stained from, operates as a prohibition —as
a discouragement to that branch of trade or
production to which the thing belongs, and
as an encouragement to rival branches; that
is, more or less to all other branches. Hence
another head of connexion between finance
and political economy in its narrower sense.
The same illusion which has recommended
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the encouragement of particular branches of
wealth as a means of increase to the whole,
has led to the exaggeration of the bad effect
of taxes in this point of view.

Hence the care taken by governments to
throw the weight of taxes upon imports and
home productions, rather than upon exports ;
that is, upon their own subjeets, rather than
upon foreigners.

Under the above heads may be reduced,
without violence, everything that can be said
on the subject of political economy, including
finance.

CHAPTER IIL
OF WEALTH.

§ 1. Sponte Acta.

THE national wealth is the sum of the parti-
cular masses of the matter of wealth belong-
ing respectively to the several individuals of
whom the political community — the nation
— is composed. Every atom of that matter,
added by any one such individual to his own
stock, without being taken from that of any
other individual, is so much added to the
stock of national wealth.

To add to his own particular stock, and
to add in each portion of time more than
by use or otherwise is taken from it in that
same portion of t{ime, is, with a very few ex-
ceptions, the constant ain and occupation
of every individual in every civilized nation.
Enjoyment is the offspring of wealth, —
wealth of labour. What men want from go-
vernment is, not incitement to labour, but
security against disturbance —security to each
for his portion of the matter of wealth, while
labouring to acquire it, or occupied in enjoy-
ing 1t.

For the purpose of increasing wealth, in-
dividuals require neither to be forced to la-
bour, nor allured. The want of that which
is not to be had without labhour 1s sufficient,
force: the assurance of being able to enjoy
it, is sufficient allurement. Leave men to
themselves : each man is occupied either in
the acquisition of wealth (the instrument of
enjoyment,) or in some actual enjoyment,
which, in the eyes of the only competent
Judge, is of more value. If idleness be to be
discouraged, it is not because it is the non-
acquisition of wealth, but because it is the
source of crimes,

Whoever takes upon him to add to na.
tional wealth by coercive, and thence vexa-
tious measures, stands engaged to make out
twopropositions: — 1. That more wealth will
be produced by the coercion than would have
been produced without it; 2. That the com-

Jfort flowing from the extra wealth thys pro-

duced, is more than equivalent to whatever
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veration may be found attached to the mea-
sure by which it was produced,

§ 2. Agenda.

The application of the matter of wealth to
its several purposes, in the character of an
instrument of general security, is evidently
of anterior and superior importance to the
increase of it. But this class of operations
belongs to other heads — to legislation and
administration in general — to the establish-
ment of laws distributive and laws penal ;
and the institution, collation, and exercise of
powers military, fiscal, judicial; and of po-
lice.

The operations coming under the head of
Agenda— viz. on the part of government, —
may be described as those which are con-
ducive either to the increase of the national
stock of the matter of wealth, or to the ap-
plication of it in the most efficient mode, to
any of its three uses, viz. subsistence, security,
and enjoyment ; and which not being attended
with preponderant vexation, are not to be
expected to be performed by the spontaneous
exertions of individuals: of the three con-
ditions requisite for the production of this or
any other effect, viz. inclination, power, and
knowledge, some one or more being wanting
on the part of individuals.*

¢ Examples: Establishments for the propaga-
tion of knowledge; viz. on the subject of those
arts on which the augmentation or preservation
of the matter of wealth, in any of its shapesz de-
pends. In England — 1. The Board of Agricul-
ture; 2. The Royal Institution; 3. The Veteri-
nary school; 4. {‘he Royal Academy: viz. to a
certain degree, if considered in this point of view.

In each of these several instances, the amount
of profit reasonably to be expected is beyond cal-
culation; while the mdividuals, among whom 1t
may come to be shared, are equally out of the
reach of conjecture. On the other hand, in the
character of a source of profit, there is no limited
assemblage or class of individuals, to whom the
establishment of any one of these institutions
would at the same time have been practicable,
and have afforded a reasonable expectation of
payment for the expense.

5. An illustrious and more useful example—
because more needful, as well as more extensive,
than all these Englisix ones put together, sup-
posing the execution to correspond with the de-
s?n — is afforded by the universities and other
education-establishments now setting on foot in
the Russian empire (1801.)

6. France, on the same supposition, may be
referred to for another.

The justification of the communication from
sea to sea through Scotland by the Caledonian
canal, is to be sought for in the same principles,
though the preponderance of profit over expense
can scarcely be expected to prove equally consi-
derable. Of the profit, part, though.to an unas-
signable amount, will distribute itself among a
limited, and perhaps individually assignable de-
scription of individuals: other part, in portions
altogether unassignable, among individuals more
clearly unassignable ; viz. among the community
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A particular case for the interference of
government in this view, is where inclination
and knowledge, both adequate to the purpose,
and even power (so far as depends on the
possession of the matter of wealth,) being
pre-existent on the part of individuals, no-
thing but an allotment of political power of
an appropriate kind, requires to be supplied
on the part of government. Such is the case
where corporate powers are requisite for the
management of a common stock ; and thereby
for enabling individuals spontaneously asso-
ciated for the purpose, to give a more effectual
combination to their exertions in the pursuit
of a common end.

Whenever non-agenda have been ecta, the
doing away of these male acta may form so
many additions to the catalogue of agenda.

To this head belong those operations which
consistin the removal of obstructions tosponte
acta.t

From the catalogue of agenda, having for
their object the increase of the national stock
of the matter of wealth in all its three shapes
together, must be distinguished any such
measures, the aim of which is confined to the
increasing of it in any one of those shapes,
at the expense of either of the two others.
Measures of this tendency will, so far as they
are justifiable, find their justification in the
same considerations which prescribe the ap-
plication of the matter of wealth to its seve-
ral uses,

In this way, if a sacrifice be made of the
matter of wealth in the most agreeable of
its shapes, to the same matter in one or
other of the two necessary ones — of the
matter of enjoyment:to the matter of subsist~

at large. On this sup(i)osinon, it seems, it is that
the expense was divided between the aggregate
of these private purses and the public purse.
Had the profit to the local proprietor and other
neighbouring inhabitants been adequate, and a
fund adequate to the whole expense been obtain-
able from that source, the propriety of a contri-
bution at the public expense would have fallen to
the ground.

+ Examples : 1. Facilitating the conversion of
inter-community of occupation of land into sepa-
rate ownership.

2. Abolition or modification of those laws by
which land is vested inalienably in aline of natu-
ral successors, how much soever by impoverish-
ment disabled from causing increase, or even
preventing decrease, in the value of its produce,

3. Abolition or modification of laws, which
give the like perpetuity to obligations attached to
property in land, in the case where those obliga-
tions are attended with greater burthen (viz. in
the way of obstruction of increase,) to the party
on whom they are imposed, than profit to the
perty in whose favour they were imposed. Such
is the case with many of the obligations termed
(with reference to the party favoured by them)
Seudal rights. i

4. Gradual abolition and intermediate modifi-
cation of those personal obligations which come
under the head of slavery.
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ence, or the matter of defence ; —if the as-
sumed necessity be real, the transformation
belongs, by the supposition, to the catalogue
of agenda.

If in any nation, for the use of the whole
or any part of such nation, government were
to establish, in the character of security funds,
magazines of the matter of subsistence, not
to be drawn upon but in times of extraordi-
nary scarcity, —an institution of this sort
would hardly be thought of, much less be re-
garded as beneficial and desirable, under the
notion of its producing a clear addition to
the aggregate mass of the national stock of
the matter of wealth, in all its shapes taken
together. In the catalogue of agenda it could
not be placed in any other character than as
a sacrifice of enjoyment to subsistence.

If the nature of the case be such, that the
aggregate of the security-funds laid up in the
country in question by dealers, may at all
times be safely depended upon as sufficient,
the establishment of such funds by govern-
ment, on its own account, will be plainly in.
defensible: being pregnant with loss instead
of gain (as, in the business of buying and
selling, trust-management will naturally be,
when compared withinterested management.)
it would disturb the operations of individual
dealers, and be prejudicial rather than con-
ducive to the end aimed at ; — viz. national
security in respect of subsistence.

If, on the other hand, in that same coun-
try, seasons are continually liable to recur in
which the aggregate of these private security-
funds cannot with safety be depended upon,
the proposition is reversed: government need
not scruple to insure its subjects in this way,
against loss and distress by scarcity.

In each country the establishment of such
security-funds is an affir of calculation. For
the meridian of England, a very considerable
stock of data have already been furnished by
experience. But what is shorter than cal-
culation, is the reflection that the world is
wide, and should the country ever receive
another visit from famine (a visit too unplea-
sant to be thought of,) what is not to be had
here, may perhaps be to be got elsewhere.

In a similar manner, sacrifices may be made
of enjoyment to national defence, An ex-
ample of this kind was found in the English
navigation act. It operated in diminution,
rather than in augmentation, of the aggre-
gate mass of the matter of wealth. It made
England pay more for freight than she would
otherwise; and pro tanto drove the foreign
nations in question from this line of industry
into some less profitable one. This loss, what-
ever was the amount of it, was the price paid
by England for whatever addition it thus
made to its stock of the matter of defence;
viz. for & sort of navy of reserve, for an extra
portion of possible marine force-—convertible
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into actual at pleasure, The measure could
only be deemed eligible by assuming the ne-
cessity for the maintenance of the sort of se-
curity-fund thus kept up; i.e. for that part
of the national stock of maritime skill which
owed its production and maintenance to this
measure.*

Another example may be found in the al-
lowances in money given for the encourage-
ment of certain fisheries. The object was the
same as in the former case; the mode of en-
couragement being, not as in that case ind:-
rect, but direct,— the money being given at
the expense of national wealth, and thence
of national enjoyment. If without this en-
couragement the trade would not have been
beneficial enough to be carried on, the quan-
tity of the matter of wealth thus bestowed
upon it was so much taken from enjoyment
and given to defence, — and thence, if not
necessary to defence, thrown away. If the
trade would have been beneficial, the resuls
of the measure is, besides the transfer of so
much of the matter of wealth from the ac-
count of enjoyment to the account of defence,
a net addition to the quantity of the whole.
But it is only in the supposed necessity of it
for the purpose of defence, that such sacrifice
of national enjoyment can receive its justitica-
tion. Take away the necessity, there remains
wealth, purchased at the expense of justice —
enjoyment given to one man, at the expense
of enjoyment taken from another. A case
conceivable, and perhaps realized, is — that
as to part, the allowance may fall under one
of the above suppositions; as to another part,
under the other.

§ 3. Non-Agenda.

Whatever is not sponte ectum on the part
of individuals, falls thereby into the class of
non-agenda on the part of government. Co-
ercion, the inseparable accompaniment, pre-
cedent, concomitant, or subsequent of every
act of government, is in itself an evil: to be
anything better than a pure evil, it requires
to be followed by some more than equivalent
good. Spontaneous action excludes it: action
on the part of government, and by impulse
from government, supposes it.

Among non-agenda, therefore, must be rec-
koned the attempting to give birth or increase
to this or that particular branch of industry
productive of wealth, under the notion of
giving an increase thereby to the aggregate
of the national mass of wealth.

* Considered as a measure of special encou-
ragement, having for its object the increase of the
aggregate mass of wealth, it would belong to the
head of nda. Operating by discourage-
ment applied to a rival branch of industry — viz,
the same occupation in the hands of foreigners,
— operating in this way, and not by grants of
money, it made no addition to the general wealth

i the way of forced frugality.
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No kind of productive labour of any im-
portance can be carried on without capital.
Hence it follows, that the quantity of la-
bour applicable to any object is limited by
the quantity of eapital which can be employed
on it.

If T possess a capital of £10,000, and two
species of trade, each yielding twenty per
cent. profit, but each requiring a capital of
£10,000 for carrying them on, are proposed to
me, it is clear that I may carry on the one or
the other with this profit, so long as I confine
myself to one; but that, in carrying on the
one, it is not in my power to carry on the
other; and that if I seek to divide my capital
between them both, I shall not make more
than twenty per cent. ; but I may make less,
and even convert my profit into a loss. But
if this proposition be true in the case of one
individual, it is true for all the individuals in
a whole nation. Production is therefore li-
mited by capital.

There is one cirecumstance which demon-
strates that men are not sensible of this truth,
apparently so obvious. When they recommend
the encouragement of particular branches of
trade, they do not pretend that they are more
profitable than others; —but that they are
branches of trade, and they cannot possess
too many. In a word, they would encourage
trade in general,—as if all trade did not yield
its own reward — as if an unprofitable trade
deserved to be encouraged — and as if a pro-
fitable trade stood in need of encouragement;
as if, indeed, by these capricious operations,
it were possible to do any other thing than
transfer capital from one branch of trade to
another.

The quantity of capital being given, the
increase of wealth will, in a certain period,
be in proportion to the good employment of
this capital .— that is 1o say, of the more or
less advantageous direction which shall have
been given to it.

The advantageous direction of capital de-
pends upon two things: — 1. The choice of
the undertaking; 2. The choice of the means
for carrying it on.

The probability of the best choice in both
these respects will be in proportion to the
degree of interest which the undertaker has
in its being well made, in connexion with the
means he has of acquiring the information
relative to his undertaking.

But knowledge itself depends in a great
measure upon the degree of interest which
the individual bas in obtaining it: he who pos-
sesses the greatest interest will apply himself
with the greatest attention and constancy to
obtain it.

The interest which a man takes in the con-
cerns of another, is never so great as he feels
in his own.

If we consider everything necessary for
the most advantageous choice of an under-
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taking, or the means of carrying it on, we
shall see that the official person, so fond of
intermeddling in the detail of production and
trade, is in no respect superior to the indivi-
duals he desires to govern, and that in most
points he is their inferior.

A prime minister has not 20 many oteasions
for acquiring information respecting farming
as a farmer — respecting distillation as a dis-
tiller — respecting the construction of vessels
as a shipbwilder — respecting the sale of com-
modities, as those who have been engaged in
it all their lives.

1t is not probable that he should either
have directed his attention to these objects
for so long a time, or with the same degree
of energy, as those who have been urged on
by such powerful motives. It is therefore
probable, that in point of information relative
to these professions, he is inferior to those
who follow them.

If by chance a minister should become in-
formed of any circumstance which proves the
superior advantage of a certain branch of
trade, or of a certain process, it would not be
a reason for employing authority in causing
its adoption. Publicity alone would produce
this effect: the morereal the advantage, the
more superfluous the exercise of authority.

To justify the regulatory interference of
government in the affuirs of trade, one or
other of these two opinions must be main-
tained : — that the public functionary under~
stands the interests of individuals better than
they do themselves; or that the quantity of
capital in every nation being infinite, or that
the new branches of trade not requiring any
capital, all the wealth produced by 2 new and
favourite commerce is so much clear gain,
over and above what would have been pro-
duced, if these advantages had not been con-
ferred on this trade.

These two opinions being contrary to the
truth, it follows that the interference of
government is altogether erroneous — that it
operates rather as an obstacle than a means
of advancement,

1t is hurtful in another manner. By im-
posing restraints upon the actions of indivi-
duals, it produces a feeling of uneasiness: so
much liberty lost —so much bappiness de-
stroyed.

Divide the aggregate mass of profit-seeking
industry into any number of branches: each
calls, or at least has an equal right to call
upon government for encouragement — for
encouragement at the expense of the public
purse; that is, of all the other branches. Gra-~
tify all alike, — there is, as between them at
least, no injustice on the one hand, no profit
on the other. Gratify any number short of
the whole — injustice is certain — profit ques-
tionable.

The measures which present themselves
in the character of non-agenda, may be dis-
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tinguished into broad measures and narrow
measwres : — broad measures having for their
effect, or their object, the augmentation of
weelth in all its shapes without distinction :
narrow measures having for their object the
augmentation of wealth by the increase of
profit-seeking industry in this or that parti-
cular branch in preference to others, under
the notion of its producing more wealth in
that than in others. We shall proceed more
particularly to consider some of the measures
which have been so employed.

§ 4. Non-agenda — Broad measures.

Example 1. Forced frugality.

By raising money as other money is raised,
by taxes (the amount of which is taken by
individuals out of their expenditure on the
score of maintenance,) government bas it in
its power to accelerate to an unexampled
degree the augmentation of the mass of real
wealth.

By a proportionable sacrifice of present
comfort, it may make any addition that it
pleases to the mass of future wealth ; that is,
to the increase of comfort and security. But
though it has it in its power to do this, it fol-
lows not that it ought to exercise this power
—to compel the community to make this
sacrifice.

To a certain degree — to a degree which
in the ordinary course of things is quite suf-
ficient for the purpose, the community makes
this sacrifice of itself. This voluntary sacri-
fice is, at least in the ordinary state of things,
amply sufficient for the purpose —for every
purpose ; and as the impulse is spontaneous,
so far all is right.

On the other hand, the application of money
raised by taxes in the shape of capital to the
endeavour to promote national opulence, can
ouly be carried mnto effect at the expense of
justice. In the first place, it operates un-
Justly by forcing a man to labour, though it
were for his own benefit, when he wishes to
enjoy. It operates unjustlyin the second place,
by forcing one man to labour for the sake of
increasing the enjoyments of another man —
increasing his enjoyments, or rather the stock
of the instruments of enjoyment in his hands;
for all that government can do in behalf of
enjoyment, otherwise than by security, is to
increase the quantity of the mass of instru-
ments of enjoyment ; — application of theze
instruments in such manuer as to produce
actual enjoyment, depending altogether upon
the individual, and being an effect altogether
out of the reach of government.*

* To the opulence of the Prussian empire Fre-
deric the Great made some real additions, and
some imaginary ones. The imaginary ones con-
sisted in encouragements given to this and that
branch of profit-seeking industry: the real ones
consisted in money given on condition of being
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The effect of forced frugality is produced
by paying off national debts. In this case, the
production of the effect is not only unexcep-
tionable, but necessary : it is a collateral re-
sult, and that a very advantageous one, from
a necessary act of justice.

On the buying-in or paying-off of the go-
vernment annuities in which the debt in Gieat
Britain consists, the money raised by taxes —
of which the whole mass, with a trifling ex-
ception or two, bears not upon capitel but
upon income, passes into the hands of the
expelled annuitants ; who to make it afford
them an income, as before, must employ it
themselves in the shape of capital, or lend it
to others, who will employ it in that shape.

If the sum of money paid by government
to such annuitants on the redemption of
their annuities be greater than the sum re-
ceived by government on the creation of those
same annuities, the quantity of the sum thus
raised by forced frugality, and poured into the
money market, receives a proportionable in-
crease.

The effect of forced fruganty 1s also pro-
duced by the creating of paper money by go-
vernment, or the suffering the creation of
paper money on the part of individuals.

employed in the shape of capital. But to be
given to Peter, it must have been taken from Paul
and his brethren. This he scrupled not to do:
his object being — the increase of his own power
and grandeur, not the preservation of the means
of enjoyment in the hands of his subjects: he
was content to purchase opulence at the expense
of justice. At a similar expense, Egypt not only
was, but continues to be, enriched — enriched
with };]yramids and temples.

Perhaps, having placed himself in a state of

erpetual insecurity by injustice towards his
neighbours, he found himself under a sort of ne«
cessity of increasing his means of security by this
injustice towards his subjects. On this supposi-
tion, the injustice consisted — not in the taxes for
defence, and the taxes for the production of na-
tional wealth as a fund for defence, which the
perpetually impending danger had rendered ne-
cessary, — but in the wars of rapacity by which
I.xhe g)derpetually impending danger haX been pro-

uced.

Among the largesses bestowed by the same
monarch, we may find another class which does
not come under either head of reprobation. These
consist in money given in reparation of damage
done by war. Largesses of this class are not only
unexceptionable, Eut usefnl: being consistent u8
well with the interests of justice as with those of
national opulence. Their utility rests on the same
basis as that of insurance against loss by calami-
ties purely physical.

As to the largesses g(iven under the notion of
special encouragement (encouragement to a par-
ticular brancl:agf trade 1n_preference to others,)
though the addition set down as made on this
score by each sum of money so bestowed was
imaginary, yet from that same sum of money
flowed a real addition, though on a different
score; viz, on the score of forced frugality, as
above explained,
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In this case, the effect is produced by a spe-
cies of indirect taxation, which has hitherto
passed almost unnoticed.

§ 5. Non-agenda — Broad measures.

Example 2. Increasing money.

Labour, and not money, is the real source
of wealth. All hands being employed, and
employed in the most advantageous manner,
wealth, real wealth, could admit of no further
increase:-—but money would be increasable
ad infinitum.*

The effect of every increase of money
(understand, of the ratio of the quantity of
money employed in the purchase of things
venthble, to the quantity of things vendible
for money,) is to impose an unprofitable
tncome tex upon the incomes of fixed in-
comists.t

* To this head belongs the investigation of the
influence of money on real wealth — or say, for
shortness, wealth. Money may well be put in
contradistinction to everything else which is ever
called wealth: — which is ever considered as a
wmodification of the matter of wealth ; for money,
so long as it is kept in the shape of money, and
in the same hands, 1s of no kind of use. In that
shape no man can ever make any kind of use of
it but,by parting with it, or at least standing
engaged to part with it. What value it has, isin
the way of exchange: value in the way of use it
has none. When out of that shape the materials
are thrown into other shapes, then indeed they
have their value, but for which they would have
had none 1n the way of exchange. Paper money,
not having 1n respect of its materials any value
in the way of use, has no value but in the way of
exchange’: norin that way, but on the supposition
of its being capable of being exchanged for that
money, or an equivalent for that money, of which
1t contains and conveys the promise,

+ Thefollowing is an indication of the indirect
incometax resulting from increaseof money :— In
Britain (anno 1801) moneyis about £72,000,000 :
income about £216,000,000—(72:216::1: 3.)
-— Each million added to money, adds there-
fore three millions for ever to pecuniary in-
come; and this (setting aside the 15 per cent.
for ever { £150,000) for profit on the million if
employed 1n the shape of capital) without addi-
tion to real income, If in every year, £2,000,000
be added to money { plus £300,000 for an equiva-
lent to the addition made as above to real wealth)
in 36 years (anno 1837) the nominal or pecu-
niary amount of a mass of real income equal to
the amount of 1801, will be doubled, i. e. be-
come £432,000,000: to which will be added
£10,800,000 for an equivalent to the intermediate
addition to real wealth (£300,000 x 36.) But
the £432,000,000 of 1837 being worth no more
than the £216,000,000 of 1801, each £100 of the
£432,000,000 will be worth but £50 of the
£216,000,000; that is, the income of each fized
incomist will by that time have been subjected to
an indirect income tax of £50 percent. He whose
Yecuniar income in 1837 is double what it is in

801, will in point of wealth be neithera gainer
nor a loser by the change. Not so in point of
comfort, For by so much as he is a gainer in
wealth in the one way, by so much he 13 a Joser
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If on the introduction of the additional
money into the circulation, it passin the first
instance into hands which employ it in the
way of unproductive expenditure,} the suf-
fering from this tax remains altogether un-
compensated : —if before it come into any
hands of that description, it have come into
hands by which it has becn employed in the
shape of capital,|| the suffering by the income
tax 1s partly reduced and partly compensated.
It is reduced, by the mass of things vendible
produced by means of it:-—a mass, by the
amount of which, were it not for the corre-
spondent increase in the mass of money, the
value of the mass of money would pro tanto
have been increased, and the prices of things
vendible decreased. It is in a certain degree,
though in a very inadequate degree, compen-
sated for§ by the same means; — viz. by the
amount of the addition made to the quantity
of sensible wealth — of wealth possessing a
value in the way of use.§ Here, as in the
above case of forced frugality, national wealth
is increased at the expense of national com-
fort and national justice,

On those who receive no share of the fresh
addition to money — on those whose sole in-
come consists in an unincreasing sum of mo-
ney, the income tax bears with all its pres-
sure; whilst those who receive a share of
the fresh money equal to the amount of the
depreciation, receive beforehand a compen-
sation adequate (in money at least, howso-
ever it may be in regard to feelings) to their
loss by the indirect tax.

Inthis case, the measure coincides with the
one already reprobated, — the increasing the
mass of real capital by money raised by taxes.
The difference is, that the mode in which the

in the other : and by the nature and constitution
of the human frame, sum for sum, enjoyment
from gaan is never equal to suffering from loss.

¥ Asf a proprietor of a mine of gold or sil.
ver, hiving solely on the income yielded to him
from his mine, and spending his whole income,
as income is spent by non-labouring hands, were
to receive an increase of such his rent in the
shape of gold or silver ready coined, and spend
the whole of it as before; — or as if a_govern-
ment should issue paper money in discharge of
its debts, or for defraying the consumptive part
of its expenditure,

il As in the case of paper money issued by a
banker to a borrowing customer, agricultunist,
miner, fisher, manufacturer, or merchant, to be
employed in trade, &c.

§ The compensation, besides being inadequate
in quantity, is in its application unconformable
to justice, being shared in larger proportion by
the mercantile man, for whose benefit the tax has
been imposed, than by the public on whom it has
been imposed.

€] Money, inasmuch as while it remains in the
same hands it possesses not any value in the way
of physical use, has no other value than what at
the instant of its passing from hand to hand it
possesses in the way of exchange.
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money is raised is disadvantagevus to a de-
gree of usuriousness much beyond anything
ever exemplified under that name; — the
money being raised at an interest of 300 per
cent., payable for ever by the possessors of
fixed incomes — subject to a small dedue-
tion as an equivalent for the goods produced
in each year by the addition made to the
mass of real capital.

No sooner, however, does such additional
sum of money pass on from the hands by
which it is employed in the shape of capital,
into those hands by which it is employed in
adding to unproductive expenditure, thanits
operation in the way of making an addition
to real wealth is at an end. No sooner does
it go in addition to money employed in the
purchase of articles for consumption, than its
power of producing an addition to the mass
of the matter of real wealth is at an end: —
thenceforward and for ever it keeps on con-
tributing by its whole amount to the increase
of prices, in the same manner as if from the
mines it had come in the first instance into
an unproductive hand, without passing through
any productive one.

In all cases where the addition thus made
to wealth is not illusory ir toto, it isso as to
part, and that by far the greater part. Of
the proportion between the illusory and the
real part of the supposed addition to real
wealth, the rise of prices in a country where
no fresh money has been poured into unpro-
ductive hands, without first passing through
a productive hand, is at once a demonstration
and a measure. So much of the added wealth
as Aath not been accompanied by a counter-
vailing addition to wealth, whether it have
contributed anything to that addition or no,
is over and above that portion which has been
solely employed in producing the rise of
prices.

Supposing that within the last half century,
in the whole commercial world together,
wealth hasreceived an increase to the amount
of one-fourth, and at the same time prices
have doubled, — it follows, that of the money
now existing in that world, nearly balf has
toa certainty been worse than thrown away,
having been employed in the imposition of
the unproductive income tax above described?
— and a8 to the addition to wealth, it is a
matter of uncertainty what part, and even
whether any part, has been produced by the
addition to money, since without any such
addition it might have been produced as well
as by it.

In respect of the ratio of money to things
vendible — of the aggregate of the one, to
the aggregate of the other, — the state of
things most desirable is — that it should con-
tinue the same at all times — no increase at
sny one time, no decrease at any other,
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The tendency of a decrease, if sudden, and
to a certain degree considerable, is to produce
general bankruptcy: the mass of pecuniary
engagements entered into within any given
period of time, being grounded of course on the
existing ratio of money to things vendible at
that time, and not on the supposed suddenly
supervening, or any inferior ratio. If at any
time, the mass of things vendible not being
in the same proportion decreased, out of the
quantity of money of all kinds habitually in
circulation, a portion of any sort, in the sup-
posed degree considerable, be suddenly defal-
cated, the deficiency must be supplied by
some portion of another sort, or something
that will be accepted asequivalent, or the sup-
posed general bankruptcy follows of course.*

The tendency of the like decrease, in so
far as it is permanent, but too gradual to be
productive of general bankruptey, is — to
impose an unproductive income tax, parallel
to that above mentioned, but upon a different
set of parties — upon all parties charged with
annuities, or other fixed payments, on the
ground of contracts to which 1t is not in their
power to put an end.

As to an increase in the ratio of money to
things vendible, the tendency of it in respect
of the unprofitable income tax, by increase
of prices of things vendible —by deprecia-
tion of money — has been shown above.

So far as addition to money is made in the
shape of metallic money, the mischief pro-
ducible by it is confined to that of the de-
preciation, as above. So far as it is made
in the shape of paper money — consisting in
promises of metallic money — the amount of
which promises is accordingly exigible in the
shape of metallic money, — to the actual mis-
chief of depreciation, is superadded the con-
tingent mischief of general bankruptcy.

When governments add to money by paper
money, it is commonly in a non-commercial
way: when individuals, singly, or in asso-
ciation, make the like addition, it is most
commonly in a commercial way ; — though,
in a non-commercial way, it is natural that
these coiners of money at the public expense
— these uncommissioned sovereigns, or un-
punishable and irreproachable robbers (for
they may be called both or either,) should
put off as much of it as they can get anybody
to take.

Whether by governments or individuals, it
may now be seen at what expense the profit
is acquired, and at how much cheaper a rate
the end, whatever it be, would be accom-
plished without any such addition by money
drawn out of the old stock.

* This is what governments should consider,
when they engage to make psyments of money
in e masses at once to governments or indi.
viduals in foreign countries.
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§ 6. Non-agenda — Broad measures.

Example 3, Forced reduction of the rate of
interest.

Of reducing the rate of interest allowed to
be given by individuals for money borrowed
of individuals, the principal mischief consists
in another sort of unproductive income tax,
imposed upon all such individuals whose in-
come arises out of a mass of money lent out
at interest to individuals; — the produce of
which tax, instead of being paid in to the pub-
lic treasury for the service of the public, and
in lieu of the burthen which would otherwise
be to be imposed to the same amount in some
other shape, is made over gratis to those whose
circumstances oblige them to borrow money,
or enable them to borrow it with a profit.

It imposes not, as in the former case, an in-
direct unproductive income tax, but a direct
one. Itisnot, as in the case of the increase of
money, gradual, and inits amountin somemea-
sure uncertain and questionable, but sudden
and determinate. Reduction from 5 to 4 per
cent. would be a tax of exactly 4s. in the pound.

As to the effect in the way intended, it
would be purely illusory. To the proportion
of money employed in the shape of capital it
would make no addition : if by impoverish-
ment it forced some who, by anterior opu-
lence, had been either withholden from trade
or withdrawn from it, to embark in trade so
much capital as they thus embarked in a trade
of their own, so much would they withdraw
from the trade of those other traders, to
whom otherwise it would have been lent.

Instead of adding to, it would defaleate
from the aggregate mass of wealth. Being a
tax on money, lent in the shape of capital
within the country, it would in effect be a
prohibition — prohibiting the keepingit there,
andunder apenalty equal to the amount of the
tax. It would have the effect of a bounty on
the exportation of it— on the exportation of it
toany country where any rate ofinterest higher
than the reduced rate would be to be had.

The expectation that the reduction of in-
terest would produce an addition to the ag-
gregate mass of wealth, is an illusion which
bas its source in another jliusion. Increase of
wealth, though not the effect, is apt to be
an accompaniment of a reduction in the rate
of interest. As capital increases, wealth in-
creases ; — and as capital increases, if the ef-
fectual demand for capital (for money in the
shape of capital) do not increase in so great
a proportion, men will not give so high a price
for the use of it as they did before. The re-
duction in this case is the result of freedom ;
and though it do not itself increase wealth, it
cannot take place any further than as wealth
is increased by other causes. The reduction
here contended against is the product of coer-
cion : and whenever the illusion prevails, it
soay be carried into effect at any time, in the
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poorest country as well as the richest, in the
most declining as well as the most prosperous,
accelerating and aggravating the decline.*

‘The mischief that would be produced by a
reduction in the rate of lawful interest, is over
and above the constant mischief produced by
the fixation of that rate.

§ 7. Rates of interest — evils of fixation.

If it be reasonable for legislators to en-
courage inventive industry by fictitious re-
wards, it is much more reasonable that they
should not oppose obstacles to the produc-
tiveness of natural rewards.

The natural reward of inventions, when
carried into effect, is the profit to be derived
from them in the way of trade. But all trade
requires capital. If the inventor have it of
his own, it is well; if not, he must seek it
from others. Many circamstances, however,
conspire to hinder his obtaining it.

Does he endeavour to borrow it, upon what
conditions can he hope to find a lender ?
Upon the ordinary conditions, it is naturally
impossible that he should find one. A new
undertaking cannot fail of being hazardous, if
it were only because it is new. Itistherefore
necessary to grant to the lender an advantage
proportionate to the apparent degree of risk. -
Thereare two methods of granting this advan.
tage: the English laws proscribe them both.
One method consists in granting interest at a
rate superior to the ordinary rate: but this is
prohibited by the laws fixing the rate of inte-
rest, This prohibition is partly inefficacious,
and partly pernicious ; that it was altogether
useless, would be its greatest elogium.

The second method consists in granting a
variable interest, proportioned to the profits
of the undertaking. {

* In Ireland, in 1788 or thereabouts, the re.
duction of the rate of interest from 6 to & per
cent. was proposed in Parliament as a means of
increasing wealth: but though proposed by the
administration there, was rejected after a hard
struggle. * The Defence of Usury,” which I
sent over at the time, contributed to throw out
the measure, as Parnell, then Chancellor of the
Exchequer, very good-humouredly acknowledged
to me.

+ For the of these positions, the reader
is referred to Mr. Bentham’s * Defenceof Usury,
showing the impolicy of the legal restrainis upon
pecuniary bargains.” Inconsistency isthe natural
companion of laws dictated by narrow views: it
it is lawful to lend or borrow at any rate of interest
in maritime enterprises; as if the pretended dan.
gen and pretended abuses, which render the in-

efinable evil named usury so much the obect
of dread, could only exist upon dry land, and de-
pended upon the solidity or fluidity of the element
upon which the enterprises were carried on.

% In England, a capitalist ploy any
portion of his capital in trade, without fmng
congidered a trader, and, uently, »
sible in the whole extent of his fortune, m
is not atatute law to this effect, but it is said to
be a rule of common law.
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In France, there is one branch of commerce
at least, in which it is possible to limit the
portion of property that one is willing to risk.
It isin the business of banking., The sum
employed in this manner is said tobe en com.
mandite. If this liberty be usefulin this branch
of commerce, why should it not be equally so
in every other, and especially in newly-dis-
covered branches, which bave so many natuaral
obstacles to overcome, which it is needless to
increase by legal interference ? This liberty,
under certain restrictions for the prevention
of monopolies from the unrestrained accumu-
lation of capital, has been established in Ire-
land. When will England have the wisdom
to imitate this example ?*

An inventor, therefore, in want of funds
can only apply to a tradesman or merchant to
enter into partnership with him ; but persons
engaged in business are those who have the
least portion of disposable capital; and as they
are enabled to make taeir own terms, inven-
tive industry is often stified or oppressed.

‘Were it lawful for every one to engage in
commercial undertakings for a limited amount,
how many facilities would be afforded to men
of genius! All classes of society would fur-
nish assistance to inventive industry: those
who wished to risk only & small sum — those
who could annually dispose of a certain sum,
would be enabled to engage in this species
of lottery, which promised to yield them an
interest above the ordinary rate. The most
elevated classes might find an amusement in
descending into the territories of industry,
and there staking a small part of that wealth
which they risk upon games of chance. The
spirit of gaming, diverted from its pernicious
direction, might serve to increase the produc-
tive energy of commerce and art.

There are some who are natural enemies
to merit of every kind: every conquest a-
chieved by industry in the career of inven-
tion, is a loss to them-—every discovery an
injury. Common-place men have a common
interest, which they understand but too well:
it is, that all should be common-place like
themselves. It is to be regretted that Adam
Smith, in his - Wealth of Nations,”—a work
which will rise in public estimation in pro-
portion as genius shall be held in honour —
shounld have furnished arms which the adver-
saries of genius may direct against that work
itself. It is to be regretted that, under the
odious name of projects, a name applied to
the most useful enterprises, even to the mo-
ment when they receive the sanction of suc-
cess, they may there be seen indiscriminately
stamped with the seal of opprobrium, and in-
discriminately enveloped with contempt.

* This has been partially accomplished by 7
W. IV. & 1 Vict. ¢ 73‘,hwh1d1 empowers the
crown to lnmt by patent the msponslbihty of the
partners of trading companies. — Ei
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It is not only that he may prevent prodi-
gals from obtaining money, but that ke may
prevent its reaching the hands of projectors,
whom he places with them upon the same level,
that he approves of the fixing of the rate of
interest upon the footing upon which he found
it. «If the legal rate of interest in Great
Britain, for example, were fixed so high as
8 or 10 per cent., the greater part of the
money which was to be lent, would be lent
to prodigals and projectors, who alone would
be willing to give this high interest. Sober
people, who will give for the use of money
1o more than a part of what they are likely
to make by the use of it, would not venture
mto the competition. A great part of the
capital of the country would thus be kept out
of the hands which were most likely to make
s profitable and advantageous use of it, and
thrown into those which were most likely to
waste and destioy it. Where the legal rate
of interest, on the contrary, is fixed but a
very little above the lowest market rate,
sober people are universally preferred as bor-
rowers, to prodigals and projectors. The per-
son who lends money gets nearly as much
interest from the former as he dares to take
from the latter, and is money is much safer
in the hands of the one set of people, than in
those of the other.” t

This is not the only passage in which this
aathor attacks projectors (see b. i. ch. iv. ;)
but 1t is here that he attack them more di~
rectly ; whilst as to prodigals, it has been
elsewhere shown that it is not to them that
money is lent, or that any are willing to lend
at extraordinary interest. Friends will either
not lend at all, or will lend at the ordinary
rate. Strangers will only lend, to those who
are without industry, upon security. Bug
he who has security to offer, has no need te
give a halfpenny more, because he is a pro-
digal : it is upon his security that the money
will be lent, and not upon his character.
‘Whether the security offered be present or
fature, certain or contingent, produces no
difference : a future or contingent security,
by means of a valuation, becomes as good a
pledge as if it were present or certain. Ina
word, if money be lent upon the industry of
the borrower, it is lent not to a prodigal,
but to a projector. It is therefore upon the
latter class alone, that the burthen of these
prohlbltory laws presses.

An opinion which derives all its force from
the authority of the individual who publishes
it, cannot be better combated than by that
authonty itself.

L. The prosperity of England has been pro-
gressive, ever since the number of projectors
has been not only in an uninterrupted, but
in an accelerated state of increase ; — 2. The

+ Wealth of Nations, b. ii. ch. 4,
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aggregate of the good economy has always
been greater than the aggregate of the bad;
—- 3. With respect to commerce, each indivi-
dual is a better judge of his own interests
than government can be for him; — and 4.
General laws mnst be much more defective
with respect to commercial regulations. The
members of a government may take notice of
particular cases, but general laws can never
regard them.

These are the general propositions of the
work of Adam Smith ; — truths precious and
irrefragable, which no one has more success-
fully laboured to unfold than this illustrious
politician. But if these principles are followed
out, no laws ought to exist for the restraint
of projectors, and for preventing them from
obtaining loans of the capital of which they
stand in need.

The censure which condemns projectors,
falls upon every species of new industry. It
is a general attack upon the improvement of
the arts and sciences. Everything which is
routine to-day was originally a project;* every
manufacture, how old soever it may be, was
once new ; and when new, it was the produc-
tion of that mischievous and bold race who
ought to be destroyed—therace of projectors!

I know not what can be replied to this,
unless it be said that the past projects have
been useful, but that all future projects will
not be so. Such an assertion would, however,
require proof, strong in proportion to its op-
position to general opinion. In every career,
experience is considered as worth something.
The warning to be derived from past failures
may contribute to future security, if not to
suceess.

Wereit even proved that no projector ever
engaged in a new branch of industry without
being ruined, it would not be proper to con-
clude that the spitit of invention and of pro-
jects ought to be discouraged. Each projec-
tor, in ruining himself, may have opened a
new path, by which others may have attained
to wealth. So soon as a new die, more bril-
liant or more economical than the old ones, a
new machine, or a new practice in agricul-
ture,—has been discovered, a thousand dyers,
ten thousand mechanicians, a hundred thou-
sand agriculturists, may reap the benefit : and
then — though the original author of the in-
vention have been ruined in the bringing the
discovery to perfection.— as it respects the
national wealth, of what consequence is this,
when considered as the price of 80 much gain ?

That restrictions of this nature are ineffi-
cacious, has been suceessfully shown by Adam
Smith himself.* But if inefficacious, this is
sufficient reason for their condemnation: un-
less they effect the purpose designed, they
are positively mischievous.

They tend, in the first place, to drive away

* See by i eh, ix,
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useful projectors. 1 do not say that they
drive away all : had that been the case, we
should not have attained our present degree
of prosperity. But they drive away a part:
unhappily, we cannot know what part, nor
how great a part of their number. The talent
required for operating upon matter, or direct-
ing the powers of nature, is extremely diffes
rent from that required for operating upon the
mind — the talent of meditating in a study,
and thereby making discoveries, from that
requisite for making known those discoveries
to the world. The chance of success in the
career of invention is in proportion to the
talent of the individual; the chance of obtain-
ing a loan of capital from another to make an
invention productive, is in proportion to his
reputation. But this latter, far from being
in direct, is naturally in inverse proportion
with the former. The more unaccustomed an
individual is to society, the greater his dread
of mingling in it, the less is be at his ease —
the less is he master of his faculties, when
he is obliged to mingle with it. The effect
produced upon the mind of the individual
who bas, or who supposes that he has, made
a great discovery, is a mixture of pride and
timidity, both which feelings concur in aliena-
ting the minds of men, and diminishing the
probability of success in every enterprise, in-
usmuch as it may depend upon the degree in
which such individual succeeds in rendering
himself and his projects estimable in the eyes
of others. This pride has for its cause the
superiority which he believes himself to pos-
sess above them ; this timidity is caused by
the faint hope he possesses of making them
sensible of this superiority. But though
pride united with courage is one of the most
powerful means of subjugating men, pride
united with timidity is one of the most cer-
tain causes of exposure to their aversion and
contempt. That disposition, which under
the name of modesty is so much praised as
a companion well adapted to the introduction
of true merit, and which is so necessary when
inferiority of situation will not allow the em-
ployment of boldness in the service, is not
true timidity, but skill which has learnt to
assume this appearanee ; it is skill, which to
strength, and consciousness of that strength,
unites the knowledge of when, and how, and
in what sense, and in what proportion, this
strength ought to be displayed, for the most
favourable exhibition of its pretensions; and
when, and how, and in what sense, it ought
to be hidden, that the protector whose assist-
ance is desired, may enjoy the feeling of his
own superiority. If ever timidity has effected
anything at the expense of that assurance
which assumes its appearance, it has been
when allied with beauty, which causes every-
thing to be forgiven, and which nothing can
vesist. Separated from this powerful pretec-
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trix, it labours in grief, in darkness, in awk-
wardness, embarrassment, and false shame —
the bugbears of love and of esteem, but the
frequent and afilictive companions, and most
cruel enemies, of merit and solitary genius.

Not to speak of the obstacles which oppose
the progress of an inventor incumbered with
his projects and his wants, before he reaches
the anti-chamber of the rich, or the noble,
whom it may be necessary to persuade —sup-
pose these obstacles overcome, and that he
is admitted to their presence; how will the
poor inventor, the necessitous man of genius,
behave when he has arrived there? Often-
times he will lose his presence of mind, forget
what he was about to say, stammer ot some
unconnected propositions; and finding himself
despised, indignant that his merit should be
thus treated, he will retire, resolving never
again to expose himself to such an adventure.
And even when he is not devoid of courage,
there is nothing more different, though in
certain points the connexion may appear most
intimate, than the talent of conceiving new
ideas of certain kinds, and the talent of deve-
loping these same ideas. Altogether occupied
with the idea itself, the inventor is most fre-
quently incapable of directing his attention
to all the accessories which must be re-united
before his invention can be understood and
approved : his attention being entirely occu-
pied with what is passing in his own mind,
he is incapable of attending to what passes
in the minds of others— incapable of arrang-
ing and directing his operations, so that he
may make the most favourable impression
upon them.

Thus the ingenious philosopher, who has
delivered the most excellent instructions re-
specting the art of developing the thoughts
of others, and who possessed in so perfect a
degree the talent of developing his own, well
knew how necessary it was, that in every
career of invention except that of eloquence,
minds should be attended by an accoucheur.
How many difficulties did not Diderot expe-
rience in effecting this development—he who
possessed this talent in so excellent a degree
— where the two parties were agreed, had a
common interest, and were equally well dis-
posed! How numerous were the difficulties
experienced by the ingenious artists of every
aescription to whom he applied, in making
him comprehend the fruits of their studies,
when they had for their interpreter the man
the most capable and the best disposed to
understand them! How much more difficult
would they have found it, had they been ap-
plicants for the assistance necessary to render
their projects available to a rich ignoramus,
tilled with the idea of the necessity which
existed for his assistance, and puffed up with
that pride which commonly aecompanies
wesith, when unattended by that politeness
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which education teaches, and full of that dis-
trust which a poor projector cannot fail to
inspire in the mind of an individual favoured
with the gifts of fortune!

“Should the inventor succeed in making his
plan understood, he will still find it difficult
to make the interest of the capitalist accord
with bis desires : it is in this respect that the
prohibition displays its mischievous qualities.
How shall the poor inventor dave to propose
a loan at the ordinary rate of interest ? This
rate may at all times be obtained without
risk : where, then, would be the advantage
to the capitalist in such a bargain? Is it
possible that it could be otherwise than dis-
advantageous to him? A loan at the ordi-
nary rate of interest cannot be hoped for;
it is only to a most intimate friend that such
a loan would be granted. Deprived of this
resource, how shall he dare to propose to the
individual whose assistance he seeks, toexpose
himself to the rigour of the laws ? Scarcely
daring to ask for the assistance he needs,
upon the most secure and unexceptionable
conditions, how shall he propose conditions
which the laws consider criminal ? Whilst
there are laws against usury, it may be said,
there will still be usury. Yes, and whilst
there are laws against theft, there will still
bethieves : does it follow that the laws which
forbid theft are without effect, and that theft
is as common as if these laws did not exist?

In the same proportion as the tendency of
these prohibitory laws is unfavourable to true
merit in the career of invention, is it favour-
able to the cheat which assumes the appear-
ance of merit, were it only by the advantage
given to imposture, by preventing merit from
entering into the competition. The essential
requisite is not merit, but the gift of persua-
sion: this gift most naturally belongs to the
superficial man, who knows the world, half
enthusiast and half rogue; and not to the
studious and laborious individual, who is only
acquainted with the abstract subjects of his
studies. It is true, that at all times truth pos.
sesses powerful advantages ; but these advan-
tages are less in proportion as the career to
which it relates is more removed from the
ordinary routine, respecting which ordinary
minds are capable of forming a judgment upon
what is presented to them. It has therefore
happened, that of all projectors, those have
been treated with the greatest confidence,
whose projects are now known to have been
founded upon no basis of truth. Were it pos-
sible to ascertein the amount furnished under
the existing laws against usury by capitalists,
to the authors of useful and practicable pro-
jects, it would most probably be found less
than the amount which in the same space of
time has been drawn by the professors of
alchemy from the avaricious credulity of the
ignorant or half learned.
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Truth possesses, however, this advantage
over error of every kind: it will ultimately
prevail, how frequent or how deplorable so-
ever may have been the disgraces it has under-
gone. This error respecting prohibitory laws
is nearly discredited—this source of delusion
is nearly closed for ever. As the world ad-
vances, the snares, the traps, the pitfalls,
which inexperience has found in the path of
inventive industry, will be filled up by the
fortunes and the minds of those who have
fallen into them and been ruined. In this, as
in every other career, the ages gone by have
been the forlorn hope, which has received for
those who follow them the blows of fortune.
There is not one reason for hoping less well
of future projects than of those which are
passed ; but here is one for boping better.

The more closely the reasons, on account
of which Adum Smith would bave desired to
discourage projectors, are examined, the more
astonishing it appears that he should have so
widely deviated from the principles he had
himself laid down. It is probable that his
imagination had been pre-occupied with the
idea of certain incautious or dishonest pro-
jectors, the history of whose proceedings had
tallen under his own observation, and that he
had a little too promptly taken these few in-
dividuals as exact models of the whole race.
To preserve himself from the error of too
hastyand indiscriminate generalizations, never
to allow any proposition to escape without
having made all the reservations necessary to
confine it within the limits of the exact truth,
is the last boundary, and even now the ideal
boundary, of human wisdom.*

Nothing would more contribute to the
preliminary separation of useless from useful
projects, and to secure the labourers in the
hazardous routes of invention from failure,
than a good treatise upon projects in general.
1t would form a suitable appendix to the ju-
dicious and philosophical work of the Abbe
Condillac upon Systems. What this is in mat-
ters of theory, the other would be in matters
of practice. The execution of such a work
might be promoted by the proposal of aliberal
reward for the most instructive work of this
kind.

A survey might be made of the different
branches of human knowledge ; and what each
presents as most remarkable in this respect
wmight be bronght to view. Chemistry has its
philosopher’s stone ; medicine its universal
panacea; mechanics its perpetual motion;

* Adam Smith, after having read the letter
upon Projects, which was addressed to him, and
printed at the end of the first edition of ¢ The
Defence of Usury,” declared to a gentleman, the
common friend of the two authors, that he had
been deceived. With the tidings of his death,
Mr. Bentham received a copy of his works,
which had been sent to him as a token of esteem,
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politics, and particularly that part which
regards finance, its method of liquidating,
without funds and without injustice, national
debts. Under each head of error, the insu-
perable obstacles presented by the nature of
things to the success of any such scheme, and
the illusions which may operate upon the bu-
man mind to hide the obstacles, or to nourish
the expectation of seeing them surmounted,
migkt be pointed out.

Above all, dishonest projectors, impostors
of every kind, ought to be depicted; — the
quahties of mind and character which they
possess in common should be described ; their
volubility, their rapidity; that lightness, na-
tural or affected, with which they treat the
arguments opposed to them; that manner
which they have, and which for the accom-
plishment of their ends it is necessary they
should have, of declaiming, instead of ana-
1yzing and reasoning—of flying off in tangents
when they are pressed—of giving birth to
incidents — of pretending to be tired with
the species of opposition they experience—of
attaching themselves to the manner in which
questions and doubts, or arguments, are pro-
posed to them, instead of to the foundations
of things themselves — of complaining of the
prejudices which they pretend are experieneed
against them.—and in quitting the ground
under those circumstances, in which, if they
were sincere, it would be most proper for them
to maintain themselves there.

But throughout the whole work, that tone
of malignity which seems to triumph in the
disgraces of genius, and which seeks to enve-
lope wise, useful, and successful projects, in
the contempt and ridicule with which useless
and rash projects are justly covered, should
be guarded against. Such is the character,
for example, of the works of the splenetic
Swift. Under the pretence of ridiculing
projectors, he seeks to deliver up to the con-
tempt of the ignorant, the sciences themselves.
They were hatefulin hiseyes on twoaccounts:
the one, because he was unacquainted with
them; the other, because they were the work,
and the glorious work, of that race which he
hated ever since be had lost the hope of go-
verning part of it.

The projectors who seek to deceive ought
to be unmasked —those who are deceived, to
be instructed: the interests of science and
justice equally demand that they should be
distinguished. I cannot discern what purpose
ridicule can serve, if it be not to confound
the distinction between useless and useful
projectors.

In conclusion, some general counsels might
be added for the use of those who, little
versed in the fundamental sciences in which
the respective projects take their rise, may find
themselves in & situation to be addressed by
the author of a project, with the design of
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obtaining their assistance. In effect, it is true
that the whole work would be a collection
of more or less approved counsels; but in
making the reeapitulation, some general re.
marks might be added, which would not have
been suitable elsewhere, but which might be
particularly useful here. They might, for
example, be advised to apply to these learned
individuals who would be able to supply their
ignorance; the class of learned men who ought
to be found competent judges in each depart-
ment might be pointed out ; instructionsmight
be furnished, to enable them to judge of the
counscls of the judges themselves, by warning
them of the interests and prejudices, to the
seduction of which these judges may them-
selves be exposed.

§ 8. Non-agenda — Broad measures.

Example 4. Increasing land — viz. by colo-
nization.

Land is worth nothing, but in proportion
us labour is applied to it, Land at a distance
is worth less than land at home, by the amount
of all the distance. Of the mass of labour
which is employed in adding to real wealth,
no inconsiderable portion is employed in less-
ening the expense of carriage —in reducing
the expense of carriage from a great distance,
to a level with the expense of carriage from
a less distance. If it could be done without
destruction to existing capital, and above all
without vexation, and destruction of security
of property, wealth might be increased by
taking the existing population, and trans-
planting it from greater distances with refer-
ence to the metropolis, to lesser distances.

Land newly acquired, especially in the way
of colonization, is acquired at a greater dis-
tance. The foundation of a colony is an in-
troductory expense, — the government of it
a continual standing expense, — war for the
defence of it an occasional one. All this re-
quires money : and money is not to be had
for these expenses but from taxes. To the
mother-country, the positive profit from a
colony is equal to 0 ; the negative profit, the
lossthe defalcation from national wealth—
is equal to the amount of such taxes.*

* When, at the expense of a war which has
cost a hundred millions of money, and in which
a hundred thousand lives have been sacrificed,
England has got a new colony, — whatever por-
tion of wealth in the shape of capital is #rans-
Jerred to the new spot, the Englishman considers
as crealed. For a few negative hundred thou-
sands a.year, he looks e‘:lpon the positive hundred
millions aswell bestowed, On the strength of this
negative increase in opulence, the Englishman
increases in insolence; the German envies him;
the Frenchman would devour him s —and thus
it is that wars are never to have an end.

It is true, that by the export of capital, a
check is applied to virtual income tax im-
posed upon fixed incomists by the reduction
effected n the rate of interest by the continually
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When an excess of population in relation
to territory exists or is foreseen, colonization
is 8 very proper measure. As a means of in-
creasing the genersl wealth of a country, or
of increasing the revenue of the mother-coun-
try, it is a very improper measure. All the
common idess upon this subject are founded
in illusions.

That colonies add to the general wealth of
the world, is what cannot be doubted ; for if
labour be necessary to production, land is no
less so. The soil also of many colonies, in-
dependently of what it annually produces, is
rich in raw materials, which only require that
they should be extracted and carried away,
to give them value. But this wealth belongs
to the colonists — to those who occupy the
land, and not to the mother country.

When first established, colonies are not in
a condition to pay taxes : in the end, they will
not pay them. In order to establish them —
to protect them — to keep them in depend-
ence, expense is required; —and all these
expenses must be discharged by taxes levied
upon the mother-country.

Colonization requires an immediate ex-
pense — an actual loss of wealth, for a future
profit — for a contingent gain. The capital
which is carried away for the improvement
of the land in the colonies, had it been em-
ployed in the mother-country, would have
added to its increasing wealth, as well as
to its population, and to the means of its
defence ; whilst, as to the produce of the
colonies, only a small part ever reaches the
mother-country.

If colonization be a folly when employed
a3 a means of enrichment, it is at least an
agreeable folly. New enjoyments, insomuch
as enjoyments depend upon the novelty and
variety of objects, result from it. The sub-
stitution of sugar for honey — of tea, coffee,
and chocolate, for the beer and meat which
composed the breakfast of maids of honour
in the reign of Elizabeth — the indigo which
varies our dyes— the cochineal which fur-
nishes the most brilliant scarlet — the maho-
gany which ornaments our apartments — the
vessels of gold and silver which decorate our
tables, — are allsources of enjoyment, and the
pleasure which results from these objects of
luxury is in part the profit of colonization ;
whilst the medicinal and nutritive plants
which bave been received from the colonies,
in particular bark and potatoes, are possessed
of much superior utility.

Novelty and variety, in respect of means
of enjoyment, add nothing to the quantity of
wealth, which remains as it was, 1f the old

increasing ratio of that part of the mass of money
which is employed in the shape of capital, to the
remainder which is employed in the shape of ex-
penditure of income, but this is a good which is
effected without being intended to be done.
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productions are supplanted by the new ones.
1t is thus aiso with new fruits, new flowers,
new colours, new clothes, new furniture, if
the new supplant the old, But as novelty and
variety are sources of pleasure, in proportion
a3 they are increased, wealth increases also,
if not in quantity, at least in value. And if
these new wants are incentives to new labour,
a positive increase of real wealth results from
them,

These advantages, such as they are, can
only be derived from a colony situated in a
<limate whose productions cannot be natu-
ralized in the mother-country; whilst, as to
the miues of Mexico and Potosi, their effect
bas been to add to the quantity of vessels
composed of the precious metals, and to the
quantity of coin. The addition to the vessels
increases the amount of real wealth — the ad-
dition to the coin has all been lost: the new
mass of gold and silver has had no other effect
than to depreciate the old, and to diminish,
in the same proportion, the value of all pecu-
niary revenues, without adding to the amount
of real capital or future wealth.

However, in taking all interests into the
calculation, it is certain that the welfare of
mankind has been increased by the establish-
anent of colonies. There can be no doubt on
this subject, in respect to the nations who
by degrees have become established there,
and who owe their existence to colonization.
The mother-countries also have themselves
gained in bappiness in another point of view,
Let us take England, for example. According
to the progress which population has made
Aduring the last century, it may be supposed
that it would soon have attained 1its extreme
limits — that is to say, that it would have
exceeded the ordinary means of subsistence,
if the superabundance had not found means
of discharging itself in these new countries.
But a long time before population has reached
these limits, there will be a great diminution
of relative opulence, a painful feeling of ge-
neral poverty and distress, a superabundance
«of men in all the laborious classes, and a mis-
chievous rivaliry in offering their labour at the
lowest price.

For the benefit of mankind at large, it is
desirable that the offsets which are to be em-
ployed as new plants should be taken from
the most healthy stocks and the most flou-
rishing roots; that the people who go forth
to colonize unoccupied lands, should go forth
from the nation whose political constitution
is most favourable to the security of indivi-
duals; that the new colonies should be swarms
from the most industrious hive ; and that their
education should have formed them to those
habits of frugality and labour which are neces-
sary to make transplanted families succeed.

It may often be advantageous for colonies
to remain a long time under the government
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of the mother-country, provided always that
suach government be what it ought to be.

It would, without doubt, have been advan.
tageous to Egypt to have remained under the
government of Great Britain —a government
which would have bestowed upon it peace,
security, the fine arts, and the enjoyment of
the magnificent gifts which nature has la.
vished uponit. But in respect to wealth, the
possession of Egypt, far from being advanta-
geous to England, would have proved only a
burthen,

I hear & universal cry raised against this
paradox. So many profound politicians, di-
vided upon every other point, are unanimous
upon the importanee of colonies, — are they
only agreed that they may fall into an error?
So many merchants, — have they decceived
themselves in so simple a caleulation as that
of the profit or loss of colonial commerce?
The experience of two or three centuries,—
has it not opened the eyes of governments?
would it not be extraordinary that they should
still obstinately sustain the enormous weight
of these distant establishments, if their ad-
vantages were not clear and manifest?

I might reply, that a long train of alchy-
mists, after all the misfortunes of their pre-
decessors, long continued obstinately to seek
after the philosopher's stone, and that this
great work yet has its partisans; — I might
reply, that many nations in the East have,
during many ages, been governed by astro~
logy ;— I might enumerate a long list of errors
which have misled both governments and
people. But a question of this nature ought
not to be obscured by declamation. He who
alleges the number of partisans by which a
system is supported, instead of supporting it
by proofs, desires to intimidate, and not to
convince his adversery. Let us examine all
the arguments by which the advantages of
colonies, in respect of wealth, have heen en-
deavoured to be proved: we shall not find a
single one which is not in opposition to the
most firmly established prineiples of political
ecenomy,

I. The wealth of the colonies 13 poured into
the mother-country ; it is brought thither by
commerce ; it consequently animates manufuc-
tures, and they support the large towns: the
prosperity of Bordeauz, for example, is one
proof'; its wealth depends upon its trade with
the West Indies.

This reasoning proves nothing in favour of
a system of colonies: there is.no necessity for
governing or possessing any island, in order
that we may sell merehandise there. The
inbabitants of the Antilles stand in need of
the productions of England and France : were
they independent states, it would still be ne-
cessary that they should buy them: during
their state of dependence, what can they do
more ? They will not give their sugars to the



54

mother.eountry; they exchange them for corn
and cloth. Those who supply these commo-
dities, if they had not sold them to these par-
ties, would have sold them to others. Sup-
pose that the inhsbitants of St. Domingo, in
place of buying their corn in France, were to
buy it in England; France would lose nothing,
because, on the whole, the consumption of
eorn would not be less: England having sup-
plied St. Domingo, would not be able to sup-
ply other countries, which would be obliged
to supply themselves from France.

Trade is in proportion to capital. This is
the principle: the total amount of trade in
each country is always in proportion to the
capital which each eountry possesses. Iam
a merchant ;— T have a capital of £10,000 em-
ployed in commerce. Suppose Spanish Ame-
rica were opened to me, could I, with my
#£10,000, carry on a greater trade than 1 do
at present ? Suppose the West Indies were
shut against me, would my £10,000 become
useless in my hands ? should I not be able to
apply them to some other foreign trade, or to
make them useful in the interior of the coun-
try, or to employ them in some enterprise of
domestic agriculture ? It is thus that capital
always preserves its value: the trade to which
it gives birth may change its form or its direc-
tion, may flow in different channels, may be
directed upon one manufacture or another,
upon foreign or domestic undertakings; but
the final result is, that these productive ca-
pitals always produce; and they produce the
same quantity, the sawe value, or at least
the difference does not deserve attention.

It is therefore the guantity of capital which
determines the quantity of trade, and not the
extent of the market, as has been generally
believed. Open a new market,— the guantity
of trade will not, unless by some accidental
circumstance, be increased: shut up an old
muarket, — the guantity of trade will not be
diminished, unless by accident, and only for
& moment.

Should the new market be more advanta-
geous than the old ones, in this case the profit
will be greater — the trade may hecome more
extended; but the existence of this extra
profit is always supposed but never proved.*

The mistake consists in representing all

* Bryan Edwards, in his History of the West
Indies, even in exaggerating the utility of colo-
nies, does not suppose the rate of profit upon
capitals employed in the plantations greater than
seven per cent., whilst it is fifteen per cent. upon
€8] employed in the mother-country,

 This fifteen per cent. was taken from one of
the finance pamphlets of Treasury Secretary
Rose. Some years before, toa question put by me
to the late Sir Francis Baring, the answer was,
six per cent. This meant, of course, over and
above interest, then at five per cent.—Communi-
cated by the Author.
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the profit of a new trade as so much added
to the amount of national profit, without eon.
sidering that the same capital employed in
any other branch of trade would not bave
been unproductive. People suppose them-
selves to bave created, when they bave only
transferred. A minister pompously boasts of
certain new acquisitions, certain establish-
ments upon far distant shores; and if the ad-
ventures which have been made have yielded
a million of profit, for example, he does not
fail to believe that he has opened a new
source of national wealth; he supposes that
this million of profit would not have existed
without him, whilst be may have occasioned
aloss: he will have done so, if the capital
employed in this new trade bave only vielded
ten per cent., and that employed in the ordi-
nary trade have yielded twelve.

The answer to this first ohjection may be
reduced to two points:—1. That the posses-
sion of colonies is not necessary to the carry-
ing on of trade with them; 2. That even
when trade is not carried on with the colo-
nies, the capital which such trade would have
required, will be applied as productively to
other undertakings.

II. The advocates of the colonial system
would consider the above answer extremely
weak : they see in this commerce two cir-
cumstances which render it more advanta-
geous than that which is carried on with free
nations.

* We established,” say they, *“a double
monopoly against the colonist: first, the mo-
nopoly of their productions, which we permit
them to sell to usalone, and which we thus ob-
tain from themat the lowest price ;—secondly,
the monopoly of their purchases, which we
oblige them to make among ourselves, so that
we are able to sell our produce and manufac-
tures to them at a dearer rate than we could
to a free people, among whom, other nativns
would enter into competition with us.”

Let us examine the effect of these two
monopolies separately.

1. You prevent your colonies from selling
their productions to any but yourselves; but
you cannot oblige them to cultivate their
lands, or to manufacture at a loss. There is
a natural price for every commodity, deter-
mined by the average rate of profit in com-
merce in general. If the cultivator cannot
obtain this natural price, he will not continue
to cultivate ; he will apply his capital to other
undertakings. The monopoly may produce a
Jorced reduction of price for a time; but the
colonist will not continue to cultivate sugar,
if he lose by its cultivation instead of gaining.
1t is therefore impossible for this menopoly
to produce & constant reduction of the price of
commedities below their natural price; whilst
free competition is sufficient to reduce them
and keep them at this natural price. The
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high price which you wish to remedy by the
monopoly is an evil which will cure itself.
Large profits in any one branch of trade will
draw thither a large number of competitors:
all merchants are rivals, and their rivalry na-
turally produces a reduction of price, till the
rate of profit in each particular branch of
trade be upon a level with all others.

2. You may oblige your colonist to buy
everything of you; but the advantage you
expect to derive from this exclusive commerce
is deceptive.

If it respect commodities and manufactures,
which, owing to a natural superiority, you are
enabled to furnish of hetter quality and at a
fower price than foreigners, it is clear that,
without monopoly, your colonists would ra-
ther buy them of you than of others. The
monopoly will not enable you to sell them at
a higher price; your merchants, being all in
a state of competition with each other, natu-
rally seek to supplant each other by offering
their goods at the lowest price possible.

While as to the productions and other ar-
ticles which you are not able to furnish them
upon terms equally favourable with foreigners,
it is certain that, without the monopoly, your
<colonists will not buy them of you. Ought
we to conclude, that the monopoly will be
advantageous to you? Not in the least: the
nation in general will gain nothing. It will
only follow, that a species of industry will be
cultivated among you, which does not natu-
rally suit you; that bad commodities will be
produced, and bad manufactures carried on.

The monopoly is similar to a reward be-
stowed by government for the maintenance
of manufactures inferior to those of other
nations, If this monopoly did not exist, the
same capital would be applied to other spe-
cies of industry in which you have a decided
advantage. Instead of losing by this arrange-
ment, you will gain a more stable prospe-
rity; since the manufactures which cannot be
maintained but by forced meuns are exposed
to a thousand vieciesitudes. Observe further,
that this monopoly is burthened with a coun-
ter-monopoly. It is not permitted to you to
purchase productions similar to those of your
colonies, when you find them elsewhere at a
lower price: incompensation for the restraint
you impose upon your eolonies, you impose
one upon yourselves. If they can buy only of
you, you can buy only of them. How many
inconveniences result from this When the
barvest has been deficient in your colonies,
you are not able to supply yourselves from
those places where the season has been more
favourable ; in the midst of abundunce, you
are suffering from dearth. The monopoly has
no effect in lowering the price of commodi-
ties; but the eounter-monocpoly is certain
occasionally to produce extraordinarily high
prices.

ne
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111 The partisans of the colonial system
consider colonies under another point of view
~—the advantage they produce to the revenue.
The taxes levied upon the commerce of the
colonies, whether upon importation or upon
exportation, produce a revenue which wowld
cease, or be much diminished, if they ware in-
dependent.

The taxes levied upon the commerce with
the colonies may produce a considerable a-
mount. But if they were free, would they
carry on no commerce? Could not this com-
merce be taxed ?—could it not be taxed as
heavily as smuggling would permit ? England
levies taxes upon its commerce with France;
France levies taxes upon its commerce with
England. The possession of colonies is not
necessary to the levying of taxes upon the
commerce carried on with them.

I do not repeat here, that your taxes upon
the articles of their production, and wpon
those of your importation from the colonies,
are taxes of which you pay every farthing
yourself: this has siready been demcnstrated.
What you make the colonies to pay, are only
the taxes upon your expartations to them.

1 allow that you may thus gain more from
your colonies than you would be able to gain
from foreign nations ; since the foreigners can
quit your market when they please, if they
cannot obtain among you certan articles so
cheap as from others: you are therefore
obliged to humour them. But your own sub-
jects, obliged to supply themselves from you,
are obliged to submit: you keep them ina
prison, and you ean put what price you please
upon their existence.

An advantage, however, of this nature.can
only be deceptive. When you have made a
prison of your colonies, it is necessary to keep
all the doors carefully shut : you have to strive
against the Proteus of smuggling ; fleets are
necessary to blockade their ports, armies to
restrain a discontented people, courts of jus-
tice to pumish the refractory. How enormous
are the expenses to be deducted, before this
forced commerce will yield a net revenue!

To the amount of the expenses of peace,
add that of a single armament — of a single
war, and you will perceive, that dependent
colonies cost much to the mother-country,
and never yield an equal return; that, far
from eontributing to the strength of a state,
they are always its weak and vulnerable
points ; that they keep up among maritime
nations eontinual jealousy ; and that thus the
people in France, and in England, are sub-
jected to beavy taxes, which have no other
effect than to render the productions of the
ecolonics dearer than if they were free.

To these considerations opposed to the
colonial system, drawn from political eco-
nomy, many others may be added, derived
from justice and humanity. This system is
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often misehievous to the people submitted to
it; governmentis almost always, as it respects
them, in a state either of jealousy or indiffe-
rence: they are either neglected or pillaged
— they are made places of banishment for the
reception of the vilest part of society, or

laces to be pillaged by minions and favour-
ites, whom it is considered desirable suddenly
to enrich, The sovereign, at two thousand
leagues distance from his subjects, can be
acquainted neither with their wants, their in-
terests, their manners, nor their character.
Their most legitimate and weighty complaints,
weakened by reason of distance, stripped of
everything which might excite sensibility—of
everything which might soften or subdue the
pride of power, are delivered without defence
into the cabinet of the prince, to the most
insidious interpretations, to the most unfaith-
ful representations : the colonists are still too
happy, if their demand of justice be not con-
strued into a crime, and if their most mode-
rate remonstrances are not punished as acts
of rebellion. Ina word, little is cared for
their affection — nothing is feared for their re-
sentment — and their despair is contemned.
The most violent procedures are easily dis-
guised under an appearance of necessity, and
the best intentions will not always sutfice to
prevent the sacrifice of the public to private
interests,

If we proceed to consider the situation of
coloniesin detail, we shall not fail to be struck
with its disadvantages, Have the colonists
any lawsuits in their mother-country ? Their
witnesses must cross the seas; they are at
the mercy of their agents ; years glide away,
and the expenses of justice continually ac-
cumulate. Is there danger of a revolt? are
they threatened by an enemy? Succours
arrive when the mischief is done: the remedy
oftentimes proves an additional calamity. Do
they want food ? Famine has laid waste the
country before the mother-country has been
apprised of their necessities.

These are not mere assertions : they are
borne out by a faithful summary of the history
of every colony. It is tragical, even to horror!
The evils suffered in these establishments,
from the ignorance, the weakness, or the in-
sensibility of European governments, exceed
everything which can be imagined. When we
consider the multitude of men destroyed, the
fleets lost, the treasures swallowed up, the
establishments pillaged — we are astonished
to hear colonies spoken of as a means of en-
richment. The natural development of their
fruitfulness, and of their industry, bas been
retarded for ages; they have been covered a
thousand times with ruins ; nations bave im-
poverished themselves, that they might hold
them in servitude, when they might have been
sharers in their wealth by leaving to them the
enjoymeat of the benefits of liberty.
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There are many arguments which prove
the inutility of their dependence. North
America presents a striking fact which ought
to enlighten Europe. Has the trade of Eng-
land diminished, since her former subjects
became free? Since she lost these immense
possessions, has she exhibited any symptoms
of decay ?— has ghe had fewer sailors ?— has
her maritime power been weakened ? She has
found a new source of wealth in the indepen-
dence of the United States. The emancipa~
tion of this great country has carried thither
a greater number of men, more capital, and
more industry. Great Britain, relieved from
the expense of defence and government, has
carried on a more advantageous cominerce
with a more numerous and wealthy people ;
and it is thus that everything concurs in
proving, that the prosperity of a natien is a
benefit in which all others participate, every
one in proportion to bis means; and that the
colonial system is hurtful to Europeans, only
because it is hurtful to the colonies.

et us, however, see the consequences
which we ought to draw from these data,

1. Ought we not to form any colonial es-
tablishment? Certainly not with the intention
of enriching the mother-country : it is always
a certain expense, for a contingent and far
distant profit. But we have seen that, as a
means of relieving the population — of pre-
venting its excess, by providing a vent for
those who find themselves overburthened
upon their native soil, colonization offers an
advantageous resource; and when it is well
conducted, and free from any regulations
which may hinder its prosperity, there may
result from it a vew people, with whom we
shall possess all the connexions of language,
of social habits, of natural and political ties.

2. Ought colonies already possessed to be
emancipated? Yes, certainly ; if we only con-
sider the saving of the expenses of their go-
vernment, and the superior advantages of a
free commerce. But it is necessary to examine
what is due to colonial establishments — to a
family which has been created, and which
ought not to be abandoned. Can they main-
tain themselves? Will not their internal
tranquillity be interrupted? Will not one
class of the inhabitants be sacrificed to an-
other ? for example, the free men to the
slaves, orthe slaves to the free men? 1Isit
not necessary that they should be protected
and directed, in their condition of compara-
tive weakness and ignorance? Is not their
present state of dependence their safeguard
against anarchy, murder, and pillage ? Such
are the points of view under which this ques-
tion ought to be considered.

When we shall have ceased to consider
colonies with the greedy eyes of fiscality, the
greater number of these inconveniences will
cease of themselves. Let governments lay
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aside all false mercantile notions, and all
jealousy of their subjects, and everything
which renders their yoke burthensome will
fall at once : there will no longer be any rea-
son to fear hostile dispositions and wars for
independence. If wisdom alone were listened
to, the ordinary object of contention would
be reversed — the mother-country would de-
sire to see her children powerful, that they
might become free, and the colonies would
fear the loss of that tutelary authority which
gave them internal tranquillity and security
against external foes.

§ 9. Non-agenda — Narrow measures,

General Observations, — Given in the shape
of money, encouragements (so called,) special
encouragements, though they miss the good
they aim at in the shape of special encou-
ragement, produce, in the shape of general
encouragement, another good which they do
not aim at — the addition made, as above, by
forced frugality at the expense of justice.

Given otherwise than in the shape of money
— given by discouragements applied to rival
branches — they make no addition to wealth
by forced frugality, and therefore make no
addition at all to wealth. Discouragements
to the import, and thence to the production
of foreign goods, are discouragements to the
export, and thence to the production, of the
home goods that would have been taken by
the foreigners in exchange for their goods.

Of the favour shown to home goods in
comparison with foreign goods, what is the
result ? That, in each country, men get their
commodities either not so good, or not so
cheap, and thence not in such plenty as they
would otherwise. Such not only is the re-
sult of all these conflicting operations, on the
part of all nations taken together, but, to the
extent of the operation, would be so in each,
even if there were no such retaliation any-
where else.

Giving birth or increase to this or that par-
ticular branch of productive industry, under
the notion of giving an increase thereby to
the aggregate of the national mass of wealth,
is either useless or mischievous.

The aggregate mass of money employed in
the shape of productive capital, will, in all
branches of industry taken together, be pro-
ductive of so much per cent. upon the amount
of it ——say 15 per cent., or more or less, ac-
cording to the average rate of profit upon
stock in the country in question, which is in
the inverse ratio of that portion of the mass
of money in circulation, which is employed
within the year in the shape of productive ca-
pital, to that portion of it which is employed,
as money is employed, by a man who is said
to spend his income.*

% Each being multiplied by the number of
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If in one of these branches the rate of pro-
fit be greater than in others — in the one 16
per cent. for example, in the others but 15—
the greater the portion of capital employed in
this most productive branch, in preference to
the other less productive ones, the greater the
annual addition to the aggregate mass of na-
tional wealth. But so long as they do but
know which of all the branches open to them
is most productive, individuals that have un-
engaged pecuniary capital to employ, are al-
ready as completely disposed to employ it in
this most profitable branch, as all the exer-
tions that can be employed by government
can make them be.t

When, by the exertions of government, n
mass of capital, which otherwise would have
gone into a branch of productive industry
producing but 15 per cent., is directed mntoa
branch producing 16 per cent., the profit by
these exertions is not the 16 per cent., but
the difference between that and the 15 per
cent., viz. the one per cent. It is for the 16
per cent., however, and not the 1 per cent.,
that credit is commonly taken by those states-
men who go to market for glory with the
merit of affording encouragement to trade:
and if 10 per cent, be the profit upon stock
in the new branch, the whole 10 per cent. is
taken credit for as profit by the measure,
though 5 per cent. less bave been the real
fruit of it.

It is for the encouragement or creation of
particular branches of trade or industry that
statesmen have founded and defended, and
conquered or attempted to conquer colonies.
1t is for the sake of colonies, more than for
anything else, that governments have been at
the expense of a marine: and reciprocally for
the sake of a marine that they have estab-
lished or defended colonies. In Europe, those
who are governed pay for the expense: in
America, it is become a principle that those

times it has been employed within the year in
making the purchases of which ultimate prices
are composexf.

+ It may, however, happen in some instances,
that a branch of industry, which if pursued \_vonl(i
be more profitable than any other, requires a
mass of capital of such magnitude as indivi-
duals separately taken, or in small numbers, are
not able to raise. But where this happens, it
can only be in consequence of positive regulation
of government, which in contemplation of the
mirchief apprehended from overgrown masses of
capital, in certain cases forbids, himits, or seeks to
limit, the quantity of capital that shall be applied
under one management to any branch of indus-
try, — by limiting the number of individuals
who shall be allowed to contribute to it, —or by
not suffering a man to embark in trade an{ part
of his property without embarking the whole, In
giving an encouragement in this shape, govern-
ment does little or nothing more than remove
obstacles of its own creating, and the good it dees,
if any, is done at no expense,
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who govern should pay the expense. It is in
Hindostan alone, that men pay in wealth for
that security which before they never knew:
a better bargain on both sides was never made.
Ambition, always blind, stumbles sometimes
upon profit — sometimes upon a loss, at the
command of chance. Man is always ready to
govern, no matter what the terms.

Divide productive industry into any num-
ber of branches, — for instance four, as with
Adam Smith : — husbandry, including mines
and fishing; manufactures for home consump-
tion ; manufactures for foreign consumption ;
and carrying trade. Every encouragement
afforded to any one of the four branches ope-
rates to the amount in discouragement of all
the others. If, however, the encouragement
be given in the shape of capital granted or
lent, it will meke an addition, to the amount
of it, to the aggregate of real capital, and
thence, to the amount of a per centage upon
that capital, to the annual aggregate of grow-
ing wealth, Buat the addition thus made to
wealth will depend for its magnitude, not on
the choice made of the branch of industry,
unless as to an extremely minute part of it,
but on the addition made to the productive
capital of the community at the expense of its
income. A mode that would bid as fair for
disposing of the money to the best advantage,
would be to let a certain number of com-
mercial men draw lots for the money, with
liberty to apply it each in his own way. But
what, again, would contribute in an equal de-
gree to the same end is, if the nation has a
debt, to employ the same sum in the buying
in or paying off a portion of the debt; for in
that case the receivers of the money, in lieu
of annuities, would employ each of them his
money in some branch of industry, in his own
way of course, under his own management,
or that of somebody to whom he lends the
money.

The first course is attended with expense,
the other not. In the first way, the money
being levied by taxes, which whether direct
or indirect bear principally upon income, is so
much added to national capital at the expense
of national income - in the other way, the
money is so much taken from income on the
same score ; but by the redemption of so much
capital, it extinguishes or transfers into the
hands of government so much income: in the
latter case, the community is exonerated from
a charge upon its income -—a charge to which
it continues subject in the other case.

Such are the general grounds, from which it
appears, that these narrow measures deserve
to be reckoned among the non-agenda; — we
shall proceed to examine a variety of examples
of measures of these kinds more in detail.

§ 10. Non-agenda — Narrow measures.
Example 1, Fulse encouragements—loans.
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Of all the means whereby a government
may give a particular direction to production,
the loan of pecuniary capital to individuals,
to be employed in any particular branch of
trade, is the least open to objection.

It ought, however, at all times, to be free
from objection with respect to justice and
prudence. All the treasure of the government,
whenee does it arise but from taxes, and
these taxes levied by constraint?* To take
from one portion of its subjects to lend to an-
other, to diminish their actual enjoyments, or
the amount which they would have laid up
in reserve, is to do a certain evil for an un-
certain good — is to sacrifice security for the
hope of increasing wealth.

If loans of this nature were always faith-
fully repaid, their injustice wold be limited
to a certain period. Let us suppose that the
capital thus employed is £100,000, and that
the whole sum has beenlevied in one year —
the injustice of the measure will have begun
and ended in a year; and if the money thus
lent has produced an increase of industry, it
is an advantage to be set in opposition to the
evil arising from the tax.

But these loans have a natural tendency to
be ill employed, wasted, or stolen. Monarchs,
and their ministers, are as liable to be de-
ceived in the choice of individuals as in the
selection of particular branches of commerce.
Those who succeed with them prove onlythat
they possess the talent of persuasion, or un-
derstand the practices of courts; but these are
not the things which produce suceess in trade.
It may be seen in the work of Mirabeau upon
the Prussian Monarchy, that Frederick II.,
with all his vigilance and severity, was often
deceived by the ignorance or dishonesty of
those who obtained from his avaricious cre-
dulity loans of this nature. Thus, in the train
of the first unjust tax for the formation of the
capital lent, follow other taxes, rendered ne-
cessary to replace the thefts and dilapidations
to which the first has been exposed.

It is also most probable, that the capital
thus employed will only be applied upon
branches of industry less productive than
those towards which it would naturally have
directed itself. What is the argument of the
borrower ? That the trade he wishes to esta-
blish is new, or that it is necessary to support
an established trade. But why should the go-
vernment intermeddle with it, if not because
individuals who consider their own interests
are not willing to meddle with it? The pre-
sumption is therefore against the enterprise.

Suppose even, that, by chance, this loan
should take the most advantageous direction

® At Jeast where the revenue of the govern-
ment is not the produce of land, or the interest
of money formed by an accumulation of rent.
Of this nature is a part of the revenue of the
republic of Berne.




Cu. 11L]

possible, the loan is not justified by this pro-
fit: it was unnecessary. Foremploying capital
in the most advantageous manner, it is only
necessary that the most advantageous employ-
ment should be known. If it be not well em-
ployed, it is because a better employment is
not known. It is knowledge which is wanted:
it is proper to teach, and not to lend. If the
government cannot tell which is the most
advantageous employment of capital, it is
still less able to employ it well; if it can tell
which is the best employment, that is all it
need do. If the money of government had
not taken this direction, that of individuals
would, had they been instructed and left free.

There are circumstances in which loans of
this nature are always justifiable: when they
are not employed for the encouragement of
new enterprises, but only to afford support to
particular branches of commerce, labouring
under temporary difficnlties, and which need
only to be sustained for a short time till the
crisis of peril or suspension is past. This
is not a speculation on the part of govern-
ment, but rather an assurance against a cala-
mity, which it seeks to prevent or to lighten.
In such cases of distress, individuals wall not
of themselves assist the merchants whose
affairs are thus in danger: it is necessary,
therefore, that assistance be supplied; and,
when supplied, it is not in the way of regu-
lation, but of remedy.

§ 11. Non-agenda — Narrow measures.

Example 2, Gift, or gratuitous loan.

Were we to judge from the number of
instances in which it has been adopted, we
should conclude that gratuitous grants of ca-
pital for the encouragement of commerce were
most excellent measures.

Their inconveniences are of the same kinds
as those of loans, but they greatly exceed
them in degree. In case of a loan, it it be re-
paid, the same sum may serve the same pur-
pose a second time ; and so of the rest: the
oppressive act by which the government ob-
tained the capital need not be repeated. But
if, in place of being lent, it be given, — so
often as this favour is repeated, so often must
the amount be levied by taxes: and upon
every occasion it may be said, that the pro-
duce of the tax is lost, if we consider the use
which might have been made of it in lighten-
ing the public burthens.

Sometimes capital has been lent with this
view without interest — sometimes at an in-
terest below the ordinary rate. In the first
case, if it be repaid, it is not the capital which
is lost, but only the interest; in the second
case, it is not all the interest, but only the
difference between the lower and the ordinary
rate. It is still the same false policy as to
its kind : all the difference is in the degree.

It may be observed, that gratuitous grants
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are more likely to be wasted than lonns: it
may be, because in the latter case responsi-
bility is always incurred: it may be, because
money received as a gift tends to produce
prodigality : as it has been obtained without
labour, it seems to have the less value.

In some cases, capital has been given, not
in the shape of money, but in that of goods;
by advancing to a manufacturer, for example,
those articles which he wants for the com-~
pletion of his work.

This plan may have the good effect of
insuring the employment of the articles fur~
nisked upon the intended object. Those ar-
ticles, however, with which the government
interferes, are ordinarily dearer, and worse
in quality, than those which the individual,
with the same sum of money, could have ob-
tained at his own choice. It is not the best
method of treating men worthy of confidence ;
and it will not succeed with those who are
unworthy of trust, since, after they are put
in possession of them, they can convert the
articles into money, and spend the amount.
There may be measures which would obviate
this danger : — inspection, suretyship, &ec.;
but, when it regards a plan radically bad, the
discussion of the comparative inconvenietces
of any particular scheme, whereby the risk
may be duninished, is not worth the labour
it would cost.

§ 12. Non-agenda — Narrow measures.

Example 3. Bounties upon production.

This mode of encouragement much exceeds
the two former in the career of absurdity. In
the two former cases, it was an expense, a
risk, without sufficient reason for supposing
it would prove successful, and even without
sufficient reason in case of success. But a
bounty is an expense incurred with the cer-
tainty of not obtaining the object sought, and
even because it is certain that it cannot be
obtained.

In the case of a bounty upon production, it
is not only the end which is absurd, but the
means also, which possess this particular cha-
racter of contributing nothing towards theend.

It is uniformly because the trade in ques-
tion is disadvantageous, that it is necessary
to bestow money upon its maintenance : if
it were advantageous, it would maintain it-
self, 1t is because the workman is not able
to obtain from the buyer a price for his mer-
chandise which will yield an ordinary profit,
that it is necessary that he should receive from
the government a bounty which shall make
up the difference.

Whether the kind of product upon which
it operates be advantageous or not, the bounty
has no efficacy in increasing the ability of the
producer to augment it. Since it follows the
production — since he receives it when the
thing is done, and not before, itis clear that
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he has possessed other means of producing it.
The bounty may have operated upon his in-
clination, but it cannot have contributed to
his ability.

Bounties have been bestowed upon parti-
cular branches of trade for all sorts of reasons:
— on account of their antiquity, on account
of their novelty — because they were flourish-
ing, because they were decaying — because
they were advantageous, because they were
burthensome — because there were hopes of
improving them, and because it was feared
they would grow worse ; — 20 that thereis no
species of commerce in the world which could
not, by one or other of these contrary reasons,
claim this kind of favour during every mo-
ment of its existence.

It is in the case of an old branch of trade
that the evil of such measures is most enor-
mous, and in that of a new one that its in-
efficacy is most striking. A long-established
branch of trade is in general widely extended:
this extent furnishes the best reason for those
who solicit these favours for its support; and,
to give it effect, it ought at the same time to
be represented as gaining and losing, — gain-
ing, that there may be adisposition to preserve
it — losing, that there may be a disposition to
assist it.*

In the case of a new branch of trade or in-
dustry, the futility of the measure is its prin-
cipal feature. Here, there isno reason which
carries the mask of an apparent necessity —
no pompous descriptions of its extent. All
which can bealleged is, that, once established,
it will become great and lucrative, but what
it wants is to be established. What, then, is
done for its establishment? Measures are
taken, which ean only operate after it is es-
tablished. When the trade is established, it
will have sueh great success that it will yield,
for example, ifty per cent. profit; but, to
establish it, 1. requires such large edvances,
that it is doubtful if those who possess capital
will make them, on aceount of the risks which
are almost always inseparable from every new
undertaking. What course does the govern-
ment pursue ? Does it give capital? No, this
would be foolish. Does it lend capital? No,
this would be to run too great risk; it will
give a bounty upon the article when it shall
bave been made: till then, it says, we shall
give no money. Thus, to the fifty per cent.
you will gain by your merchandize, we will

* It is true, though it may not be worth the
expense of supporting it by bounties with a view
to the increase of wealth, it may be proper to
assist it as a means of subsistence or defence. It
is still more true, that what ought not to be done
with the intention of supporting an unprofitable
branch of trade, may yet be proper for preventing
the ruin of the workman actually employed in
:im:ch;- buxiness : but these are objects entirely dis-
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add s bounty of ten per cent. Very well:
and, according to this reasoning, at what tine
will you refuse assistance? You refuse so long
as the bestowment of it will be useful — you
grant it in order that something may be done,
and you do not give it till it is already done
by means independent of you.

Mistrust, short - sightedness, a suspicious
disposition, and a confused head, are very
susceptible of union. Why are bounties pre-
ferred to advance of eapital? They are afraid
of being deceived in the latter case. If
£10,000 are given at onee, nothing may per-
haps be done: to aveid this risk, they give,
when the thing is done, £10,000 per annum,
which they will never receive again.

Instead of being beneficial, the expense to
the state becomes more burthensome in pro-
portion as the trade becomes extended. The
bounty instituted for one reason, is continued
on an opposite account: at first it was given
in order to obtain — in the end it is continued
for fear of losing, the particular branch of
trade. What would have been necessary for
its establishment was a trifie — what must be
paid for its continuance knows no bounds.

The capital bestowed upon a new branch
of industry for an experiment, is always com-
paratively a small sum ; but what is given as
a bounty is always, or at least it is always
hoped that it will be, a large one ; for unless
a large quantity of the merchandize be manu-
factured and sold, and consequently, unless a
large bounty be paid for its production and
sale, the object is considered as unaccom-
plished — it 1s considered that the bounty has
not answered its end.

When the article is one which would not
bave been manufactured without the bounty,
all that is paid is lost; but if it be one of
those which, even without the bounty, the
manufacturers would bave found it their in-
terest to produce, only a portion of the bounty
is lost. As it makes an addition, and that a
very sensible addition to the ordinary profit
of the trade, it attracts a great number of in-
dividuals towards this particular enterprise:
by their competition, the article is sold at the
lowest rate, and the diminution of price is
in proportion to the beunty itself (allowance
being made for the necessary expenses of so-
liciting and receiving it.) In this state of
things, it would appear, at first sight, that
the bounty does neither good nor harm: the
public gains by the reduction of price as much
as it loses by the tax, which is the effective
eause of this reduction.

This would be true, if the individuals who
paid the tax in the one case were the same
who profited by the bounty in the other —if
the measure of this profit were exactly the
measure of their contribution —if they re-
ceived the one at the same time that they paid
the other, and if all the labour lost in these
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operations had not cost anything. But all
thaese suppositions are contrary to tact. There
are not two taxes which affect all the mem-
bers of the state — there is not one which af-
fects them all equally. The tax is paid a long
time before the indemnification by the reduc-
tion of price is received, and the expenses
of this useless circulation are always consi-
derable.

After all that can be said, it is clear that a
bounty upon production cannot, in the long
run, produce an increased abundance of the
article in question, whatsoever may be the
diminution of price which may result from it.
The profit which the prodncer will obtain is
not greater than before — the only difference
is, tbat it comes to him from another hand.
It is not individuals who give it him in a di-
rect manner — it is the government. Without
the bounty, those who pay for the article are
those who enjoy it: with the bounty, they
only pay directly a part of the price — the
rest is paid by the public in general; that is
to say, more or less, by those who derive no
advantages from it.*

Although a bounty upon production adds
nothing to the abundance of any article of
general consumption, it diminishes the price
to the buyer. Suppose that, in Scotland,
there were a bounty upon the production of
oats, and that the bounty were paid by a tax
upon beer brewed from this grain, oats would
not be more abundant than before ; but they
would be sold at a less price to the buyer,
(though the merchant would make the same
profit) whilst the beer brewed with this grain
would be proportionally dearer: the consumer
of oats would not find himself richer than be-
fore, but for the same price he would have a
greater quantity of this grain in the form of
food, and less in the shape of drink.

I speak here of relative abundance, in pro-
portion to the ordinary consumption: I speak
of superfluity, compared with habitual wants.
The lower this commodity is in price, com-
pared with others, the greater will be the
demand for it : more will be produced in con-
sequence of the increased demand, but more
will not be produced than is demanded; the
commodity, as it respeets abundance, will re-
main upon the same footing as before. If a
superfluity be required — if a quantity be re-
quired exceeding what is commonly produced,
other measures must be resorted to thana
bounty on production.

If a bounty upon production could be jus-
tified, it would seem that it ought to be so in
the case where the article thus favoured was
an article of general consumption — as corn

¥ Adam Smith has made a mistake in saying,
that a bounty upon production was a means of
abundance, on which account it was better than
a bounty on exportation.

BOUNTIES UPON PRODUCTION.

61

in England, oats in Scotland, potatoes in Ire-
land, and rice in India; but it would only
appear 50 as & means of producing equality,
and not under any other point of view. In
fact, this measure does not tend to produce
abundance: what it does, is to take the
money out of the pockets of the rich, to put
it into the pockets of the poor. A commodity
of general consumption is always the most
necessary of all the articles of life — it is al-
ways that of which the poor make the greatest
use. The richer a man is, the more he con-
sumes of other commodities besides this uni-
versal commodity. Suppose, then, a bounty
upon the production of oats in Scotland: if
nothing be consumed there but oats, or if
there be only a tax upon oats, the persons
who reap the advantage of the bounty would
be those who bear the burthen of the tax,
and that in the same proportion, inasmuch as
the expense of levving the tax would be the
only result of this measure. But commodities
of all kinds are consumed in Scotland, and
taxes are there levied upon a great variety of
commodities. Oats, the commodity of the
poor, being the object not of a tax but of a
bounty, and the articles consumed by the rich
being the object not of a bounty but of a tax,
from the produce of which the bounty upon
the production of oats is paid, the result will
be, that the poor will obtain the commodity
of which they make the greatest use at a
lower price.

1 agree to this: but does it follow that
their condition will be bettered ? Not at all.
Oats will be sold to the poor at a Jower price,
but they will have less money wherewith to
buy them. All the means of subsistence in
this elass resolve themselves into the wages
of labour; but the wages of labour neces-
sarily depend_upon the degree of opulence
which a country possesses ; that is, upon the
quantity of capital applicable to the purchase
of labour, in connexion with the number of
those whose labour is for sale. The low price
resulting from the bounty will produce no
advantage to the labourers whilst the wealth
of the country remains the same : if the com-
modity be lowered in price, they will be less
paid ; or, what comes to the same thing, as
they work for a ration of oats, they will be
obliged to give more labour for this ration if
oats are at a lower price.

All that relates to this mode of encourage-
ment may be summed up in a few words: —

The natural eourse of things gives « bounty
upon the application of industry to the most
advantageous branches —a bounty of which
the division will alweys be madein the most
equitable manner. 1f artificial bounties take
the same course as the natural, they are su-
perfiuous — if they take a different course,
they are injurious.
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§ 13. Non-agenda — Narrow measures.

Example 4. Exemptions from taxes on pro-
duction.

An exemption from a tax capable of being
imposed upon any article in the hands of the
maker or seller, is a modification of a bounty
upon production: it is a disguised bounty.

This kind of negative favour may be ex-
tended to every species of tax upon trade.
The methods of encouragement in this way
are as numerous as those of discouragement.
If, of two rival manufactures, the one be
weighed down by a tax, and the other free,
that which is taxed is, in respect of that
which is not, in the same situation as if both
were free from taxes, and a bounty were be-
stowed upon one.

But each manufacture is a rival to every
other. If this rivalry be not special, it is at
least general and indirect. For what reason?
Because the power of purchasing is limited,
as to every individual, by his fortune and his
credit. Every article which is for sale, and
which he can desire, is in a state of compe-
tition with every other ; the more he expends
for the one, the less can he spend for the
others.

Exemption from taxes upon production
cannot be blamed absolutely ; for it is to be
wished, if the thing were possible, that there
were no taxes. But, relatively, any particular
exemption may be blamed, when the article
exempted has nothing which justifies this
particular exemption. If it were equally fit
for taxation, the favour granted to it is an
injury to other productions.

That an object fit for taxation be exempt,
is an evil: it renders necessary some other
tax, which by the supposition is less proper,
or it allows some injurious tax to remain.

Whilst, as to advantage, there is none.
If more of this untaxed merchandise be pro-
duced, less is produced of that whichis taxed.

The evil of an unjust tax is all the diffe-
rence between a more orless eligible tax, and
the worst of those which exist.

§ 14. Non-agenda — Narrow measures.

Example 5. Bounties on Exportation.

In the case of bounties upon exportation, the
error is not so palpable as in that of bounties
upon production, but the evil is greater. In
both cases, the money is equally lost: the
difference is in the persons who receive it.
What you pay for production, is received by
your countrymen — what; you pay for expor-
tation, you bestow upon strangers. It isan
ingenious scheme for inducing a foreign na-
tionto receive tribute from you without being
aware of it; a little like that of the Irish-
man who passed his light guinea, by cleverly
slipping it between two halfpence.

As a bounty upon production may sustain
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8 disadvantageous trade, which would cease
without it, by forming its sole profit, it is
also possible that it may for a short time in-
crease the profit of an advantageous trade,
which would support itself without this aid.

Does the bounty support a disadvantageous
trade? It does not produce a farthing of
profit more than would have existed without
it. Left toitself, this trade would have ceased
and made way for a better; and the commu-
nity loses the profits of a capital better em-
ployed in lucrative undertakings,

Does the bounty support an advantageous
trade ? The evil, in the end, will be greater,
because the extra profit drawing more rivals
into this career, their competition will reduce
the price so low, that the bounty will con-
stitute at last the whole profit of this trade,

However, till the price be thus reduced,
the bounty is a net gain for the first under-
takers ; and the consumers being our fellow-
countrymen, a part of this ill-employed mo-
ney turns to their advantage by the low price
of the commodity.

But in the case of a bounty upon exporta-
tion, the nation which pays it never receives
any advantage : everything is lost, as if it
were thrown into the sea, orat least as if it
had been given to foreigners.

Without this bounty, the article would
have been exported, or it would not: it
would have been exported, if foreigners were
willing to pay a price which would cover the
expense of the manufacturing, of exporting,
and the ordinary profit of trade ; it would not
have been exported, if they did not offer a
sufficient price. In the first case, they would
have obtained the article by paying its worth:
in the second case, this disadvantageous
commerce would not have been carried on.

Suppose a bounty upon exportation : what
are its effects ? 'The foreigners who hereto-
fore had found the article too dear, become
disposed to purchase it. Why? Because you
pay them to induce them to do 0. Themore
government gives to the exporter, the less
need the foreigner give. But it is clear that
he will not pay more than the lowest price
which will satisfy the exporter: he need not
give more; since, if one merchant refuse to
supply him at this price, another will be quite
ready to do it.

Suppose an article of our manufacture, al-
ready purchased by foreign nations withouta
bounty upon its exportation ; what will happen
if a bounty be given? Solely the lowering
of its price to the foreigners. A bounty of
one penny for every pound in weight is given
upon an article which sold for fivepence per
pound; the manufacturer would not have
found it worth while to have sold it for less
than fivepence per pound ; he will now, how.
ever, find the samc profit in selling it for
fow pence, because his own government makes
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up the differcnce. He will sell at fourpence,
because, if he do not, some other will; and
because, in this case, instead of selling for
fivepence, it may happen that he will not sell
at all. Thus the whole which government
gives is a net saving to the foreigners: the
effect in the way of encouragement is nothing.
The whole which is exported with the bounty
is neither more nor less than would be with-
out it.”

Though a bounty do not render such a
branch of trade more flourishing than it would
otherwise have been, it will not render it
less flourishing; but the more flourishing it
becomes, the greater will be the loss to the
nation.

Disadvantageous branches of trade are often
spoken of. People are uneasy—they fear that
certain manufactures, left to themselves, will
be unprofitable. It arises from error. It is
not possible that any branch of trade, left to
itself, can be disadvantageous to a nation: it
may become so by the interference of govern-
ment, by bounties, and other favours of the
same nature. It is not to the merchant him-
self that it can become disadvantageous; for
the moment he perceives there is nothing to
be gained, he will not persevere in it: but
to the nation in general it may become so —
to the nation, in its quality of contributor;
and the amount of the bounty is the exact
amount of the loss.

The Irishman who passed his light guinea
was very cunning ; but there have been French
and English more cunning than he, who bave
taken care not to be imposed upon by his
trick. When a cunning individual perceives
you have gained some point with him, his ima-
gination mechanically begins to endeavour to
get the advantage of you, without examining
whether he would not do better were he to
leave you alone. Do you appear to believe
that the matter in question is advantageous
to you? He is convinced by this circumstance
that it is proportionally disadvantageous to
him, and that the safest line of conduct for
him to adopt, is to be guided by your judg-
ment. Well acquainted with this disposition
of the human mind, an Englishman laid a
wager, and placed himself upon the Pont-
neuf, the mest public thoroughfare in Paris,
offering to the passengers a crown of six francs
for a piece of twelve sous. During half a day
he only sold two or three.

Since individuals in general are such dupes
to their self-mistrust, is it strange that go.
vernments, having to manage interests which
they so little understand, and of which they
are so jealous, should have fallen into the

® The same effect is produced when it is en-
deavoured to favour the importation of corn, for
example, by giving a bounty to the first importers.
Its eftect is to increase the price in foreign coun-
tries,
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same errors? A government, believing itself
clever, has given a bounty upon the exporta~
tion of an article, in order to force the sale
of it among a foreign nation: what does this
other nation in consequence? Alarmed at the
sight of this danger, it takes all possible me-
thods for its prevention. When it has ven-
tured to prohibit the article, everything is
done. It has refused the six-franc pieces for
twelve sous. When it bas not dared to pro-
hibit it, it has balanced this bounty by a coun-
ter-bounty upon some article that it exports.
Not daring to refuse the crowns of six francs
for twelve sous, it has cleverly slipped some
little diamond between the two pieces of
money — and thus the cheat is cheated.

A strife of this nature, painted in its true
colours, and stripped of the eclit which daz-
zles by the magnitude of the object and the
dignity of the agents, appears too absurd to
be possible; but for one example among a
thousand, we may refer to what has happened
between England and Ireland respecting the
trade in linens.

§ 15. Non-agenda — Narrow measures.

Example 6. Prohibition of rival produc-
tions,

This pretended mode of encouragement
can never be productive of good ; but it may
produce evil: — hurtful or useless, such is the
alternative.

1. 1 say useless. It is a particular privilege
of this exercise of power, to be employed in
certain cases without doing any harm; and
these cases occur when the branch of produc-
tion or trade which is prohibited would not
have been introduced, even had there been
no prohibition. In former times, it was de-
clared felony in England to import pollards
and crocards, a kind of hase coin at that time.
This prohibition is yet in existence, without
producing any inconvenience. If, with the in.
tention of encouraging the inerease of poultry,
or with any other similarly patriotic view, the
importation and increase of pheenixes were
prohibited. it is clear that the trade in poultry
would neither gain nor lose much.

Among all the species of manufacture which
England, with so much anxiety, bas prohi-
bited to her colonies, there are many which,
in comparison with agriculture, are no more
suitable to the Americans than the breeding
of pheenixes, the cultivation of pine-apples in
their fields, or the manufacture of stuffs from
spiders’ webs.

Were the articles of foreign manufacture,
loaded with the expenses of importation,
neither better in quality nor lower in price
than the articles of home manufacture, they
would not be imported: the prohibition ex-
ists in the nature of things.

2. Hurtful. By the prohibition of a rival
manufacture, you wish to insure the success
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of a favoured manufacture, and you at once
create all the mischiefs of a monopoly. You
enable the monopolists to sell at a higher rate,
and you diminish the number of enjoyments;
you grant them the singular privilege of ma-
nufacturing inferior articles, or of ceasing to
improve them ; you weaken the principle of
emulation, which exists only when there is
competition; in short, you favour the enrich-
ing of a small number of individvals, at the
expense of all those who would Lave enjoyed
the benefit; you give to a few bad manufac-
turers an excessive degree of wealth, instead
of supplying the wants of ten thousand good
ones; you also wound the feelings of the peo-
ple, by the 1dea of injustice and violence at-
tached to the partiality of this measure.

Prohibitions of foreign manufactures are
most frequently applied to those objects which
foreigners can supply less expensively, on ac-
count of some peculiar advantage arising from
their soil or their industry. By such prohibi-
tions, you refuse to participate in this natural
advantage which they enjoy; you prefer what
costs you more capital and labour ; you em-
ploy your workmen and your capital at a loss,
rather than receive from the hands of a rival
what he offers you of a hetter quality or at a
lower price. If you hope by this means to
support a trade which would otherwise cease,
it may be supported, it is true; but, left to
itself, capital would only leave this channel
where its disadvantages are unavoidable, to
enter upon others where it would be employed
with greater advantage. The greatest of
all errors is to suppose, that by prohibitions,
whether of foreign or domestic manufactures,
more trade can be obtained. The quantity
of capital, the efficient cause of all increase,
remaining the same, all the increase thus given
to a favoured commerce is so much taken from
other branches,

Tke collateral evils of this prohibitory sys-
tem ought not to be forgotten. I4 isa source
of expense, of vexation, and of erimes.

The expense most evidently lost, is that of
the custom-house officers, the inspectors, and
other individuals employed; but the greatest
loss is that of labour — both of the unpro-
ductive labour of the smuggler, and of those
who are, or who appear to be, employed in the
prevention of smuggling.

To destroy foreign commerce, it i only
necessary to sell everything, and to purchase
nothing : — such is the folly which has been
passed off as the depth of political wisdom
among statesmen.

Among the transactions between nation
and nstion, men have consented, at great ex-
pense, to support disadvantageous manufac-
tures, that they may not buy of their rivals.
We do not see such monstrous extravagance
on the part of individuals, If a merchant were
to act thus, we should say he was hastening
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to ruin. But his interest guides him much
better: it is only public functionaries who are
capable of this mistake, and they only when
they are acting on account of others.

Covetousness desires to possess more than
it can hold : malevolence likes better to punish
itself than to allow a benefit to an adversary.

To have its eyes greater than its belly, is a
proverb which nurses apply to children, and
which always applies to nations. An indi-
vidual corrects this fault by experience: the
politician, when once affected by it, never
corrects himself,

When a child refuses physie, mothers and
nurses sometimes induce it to take it by
threatening to give it to the dog or the cat.
How many statesmen — children badly edu-
cated — persist in supporting a commerce by
which they lose, that they may avoid the mor-
fication of allowing a rival nationto carryit on1

The statesman who believes he can infi-
nitely extend commerce, without perceiving
that it is limited by the amount of capital, is
the child whose eyes are larger than his belly.

The statesman who strives to retain a dis-
advantageous commerce, because he fears
another nation will gain it, is the child who
swallows the bitter pill, for fear it should be
given to the cat or the dog.

These are not noble comparisons, but they
are just ones:—when errors cover themselves
with an imposing mask, one is tempted to set
them in a light which will show them to be
ridiculous.

§ 16. Non-agenda — Narrow measures.

Example 7. Prohibition of rival imports.

In regard to the prohibition of rival im-
ports, simply inefficacious or mischievous is
here the alternative.

1f the foreign article cannot when imported,
after payment of the expense of importation,
be had as cheap in comparison of its quality
as the home article meant to be favoured, it
will not be imported; —so long as that is the
case, a prohibition is put upon it by nature.
If, had it not been for the prohibition, it could
have been sold here cheaper, the prohibition
is in point of burthen a tax upon us to the
amount of the difference in price. I say, in
point of burthen : for as to that benefit which
it is the property of a real tax to produce,
viz. a supply for expenditure, or a relief to an
equal ameunt from the burthen of other taxes,
it has no existence. It is upon the same foot-
ing with a tax the produce of which, as soon
as collected, should be thrown into the sea.

As to the increase of wealth in general, the
particular encouragement in question is, for
the general reason so often given, of no avail,
The quantity of capital, the efficient cause of
wealth, remaining the same, whatever is added
in consequence to the favoured trade, is so
much taken from the rest.
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§ 17. Non agenda — Narrow measures,

Example 8. Taxation of rival branches of
home manufactures.

The natural and only original object of
taxation is revenue: but, considered merely
as confined to that object, it does not be-
long to our present purpose. Measures are
however to be considered with regard to their
eventual effects of all kinds — as well those
which were not designed (if there be any) as
those which were.

A tax upon one of two rival branches of
trade can have no effect in favour of the other,
bat in so far as it operates as a prohibition.
If the same quantity of the commodity meant
to be discouraged, be sold notwithstanding
the tax, as would bave been sold without the
tax, the advantage gained by the commodity
meant to be favoured, amounts to nothing.

So far as it operates as a prohibition, we
have seen that good it can do none —it culy
transfers capital from one employment to
another, without producing any increase of
wealth: harm it may do, and is likely enough
to do-—though we have seen that it may also
Lappen not to do any.

As a tax, it may do good or barm according
to 1ts particular nature:* good, if it stand
instead of a worse - harm, if 1t stand instead
of one less burthensome.

§ 18. Non-agenda — Narrow measures.

Example 9. Taxation of rival imports.

Whether the article thus taxed in the view
of favouring another, be an article of home
production or an article of import, makes in
point of advantage no sort of difference. As
far as it prevents the import, it has the effect
of a prohibition: in which capacity we have
seen, that with regard to the general increase
of wealth, it is of no use. As far as it fails
of preventing the import, it gives no encou-
ragement to the particular trade in question;
nor consequently to the particular portion of
wealtlr employed in that trade: its effect is
to0 levy money on the subject, in quality of
a tax; but the persons on whom the money
is levied are our own people, as much as if 1t
were among the articles produced at home.
As such, 1t may either be a good or a bad tax
as it may happen ; — though in regard to its
temporary consequences, it cannot be produc-
tive of all the mi.chief of which a tax on a
bome manufacture is capable of being pro-
ductive,

§ 19. Non-agenda — Narrow measures.

Example 10. Drawbacks on exportation.
‘What s called giving a drawback on expor-

* ] mean always in virtue of its destructive
properties : for in a general way, no laws except
those by which other laws are repealed, can fail
of doing harm, as being so much lumber, by the
load they add to the system.
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tation, is the restitution of a tax alveady le-
vied ; — from the amount already levied in
way of a tax, a man is permitted to draw
back so much of what he has disbursed.

What a bounty on exportation is to a boun-
ty on production, a drawback is to a simple
exemption from a tax levied on produce. In
the first case of each pair, foreigners come in
for their share of the boon indiscriminately
with our own people ; in the other case, they
get the whole of it. In all cases, the expected
advantage is equally imaginary.

In one point of view, however, the draw-
back is a more expensive way of throwing
away money than the bounty. In the case of
drawback, the money is received with one
hand in order to be given back again with the
other; and each operation is attended with
a separate expense. To this public expense
is to be added the private expense, which the
individual must be at to pay the money, and
get it back again—an expcense of which the
trouble and loss of time (which in the ac-
count of the financier go for nothing) always
form a very considerable part, often the most
considerable: instancest have not been want-
ing, in which the value of the supposed favour
has been reduced literally to nothing by the
trouble of obtaining it.

§ 20. Non-agenda — Narrow measures.

Example 11. Non-importation agreements.

Non-importation agreements, as far as they
extend, have the effect of prohibitions: —
bappily they are not so extensive in their ac-
tion, so frequent, so steady, so well executed.

Good they do none: happily, wanting the
force of prohibitory laws, the mischief they
do is seldom so extensive.

§ 21. Non-agenda — Narrow measures.

Example 12. Premiums forthe importation
of foreign arts and hands.

That there are cases in which it would be
extremely well worth the while of individuals
to pay extraordinary prices to get workmen
from abroad, is not to be doubted. Meaning
to employ my money to the best account in
the way of trade or manufacture, and looking
round as far as my reach of thought, and
faculties and opportunities, will carry me, if I
observe a branch of manufacture, for instance,
new as yet to my country, and which, if im-
ported from some country abroad, would pay
me, for example, five per cent. interest for
my capital, more than any other branch 1 have
been able to find, — this five per cent. would
be so much more gained to me, and through
me to the nation 1 belong to, than if I bad em-
barked my capital in that one of the old-esta-
blished trades, which, of all that have fallen

+ The drawback of the salt duty in favourof
ﬁsheré‘els may be mentioned as one which formerly
existed.
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under my cognizance, would be the most ad-
vantageous. Extra expenses there doubtless
are, and difficulties, incident to the business of
getting workmen from a foreign country, even
if there are no laws in that country or our
own to add to the amount; but all difficulties
and expenses of this nature I suppose provided
for and surmounted, as in manyinstances they
actually have been.

Still, then, the same argument, and still
with undiminished force : the more evidently
advantageous for the individual the employ-
ment of his money in this way, the more
evidently unnecessary is it for government to
employ that of the nation in this way.

In the first case, the burthen is borne by
him who receives the benefit — in the other
case, by those who receive no part of it : in
the first case, the probability of success in
the project, and the security against unne-
cessary expense, are at their highest pitch —
in the other, at their lowest.

On the part of governments in general,
the passion for getting arts and hands from
abroad does not appear so conspicuous as the
dread of losing their own.

§ 22. Non-agenda — Narrow measures.

Example 13. Fixation of prices.

The limitation of the price of commodities
may have two opposite objects— 1. The ren-
dering them dearer ; 2. The rendering them
cheaper.

The first of these objects is least natural :
s0 many commodities, so many means of en-
joyment; to put them within the reach of the
largest number, is to contribute to the gene-
ral happiness. This motive, however, is not
unexampled ; and intoxicating liquors are an
instance of its exercise. Legislators have often
endeavoured, and not without reason, to in-
crease their price, with the design of limiting
their consumption onaccount of their dearness.
But imposing a tax upon them suffices to in-
crease their price; there is no necessity for
rvesorting to the method of direct limitation.

Is the design of these limitations the ob-
taining of the article at a low rate,— the me-
thod will scarcely answer its end. Before the
existence of the law, the article was sold at
what may be called its average or natural price,
that is to say, it was confined within certain
limits — 1. By the competition between the
buyers and the sellers; 2. By a competition
between the branch of trade in question, and
that of other branches to which the merchant
might find it to his advantage to transfer his

Does the law endeavour to fix the price at
a lower rate than this everuge or natural price
— it may obtain a transient success, but by
little and little this branch of trade will be
abandoned. If the constraint be increased,
the evil will grow worse; the constraint, in
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fact, can only act upon the existing stock : this
being sold at a forced price, the merchant will
take care not to replace it. What can the
law effect? Can it oblige him to replenish his
storehouse with the same commodities? No
legislator has ever attempted it, or at least
no one has ever attempted it with success.
This would be to convert the officers of jus-
tice into commercial agents; it would be to
give them a right to dispose of the capitals of
the merchants, and to employ the merchants
themselves as their clerks.

The most common fixation has been that
of the rate of interest. It has already been
discussed. (See Ch. 1L §§6 & 7.)

The fixation of the price of wages (espe-
cially with regard to agriculture) has often
been proposed, and even carried into effect,
for the most opposite reasons: to prevent
what is considered as an excess — to remedy
what has been regarded as a deficiency.

In this latter point of view, this measure
is liable to great objection. To fix the mini-
mum of wages, is to exclude from labour many
workmen who would otherwise have been
employed ; it is to aggravate the distress you
wish to relieve. In fact, all that can be done
is limited to determining, that if they are em-
ployed they shall not receive less than the
price fixed; it is useless to enact that they
shall be employed. Where is the farmer, where
is the manufacturer, who will submit to em-
ploy labourers who cost them more than they
yield? In a word, a regulation which fixes
the minimum of wages, is a regulation of a
prohibitory nature, which excludes from the
competition all whose labour is not worth the
price fixed.

The fixation of the rate of wages, in order
to prevent their excess, is a favour conferred
on the rich at the expense of the poor — on the
master at the expense of the workman. It is
a violation, with regard to the weakest class,
of the principles of security and property.

§ 23. Wealth — Means of Increase.

If we trace the progress of wealth in its
natural channel, we shall clearly perceive that
the interposition of government is only bene-
ficial and necessary when employed in the
maintenance of security, in the removal of
obstacles, or the dissemination of knowledge.

‘Wealth may be increased —

1. By increasing the efficacy of labour.

I1. By increasing the number of labourers.

111 By the more advantageous employment
of capital.

1V. By increasing the mass of capital.

V. By means of trade.

1. By increasing the efficacy of lebour.

This subject might furnish most interesting
and instructive historic details : we shall con-
fine ourselves to a simple enumeration of the
means whereby it may be accomplished.
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The efficacy of labour may be augmented —

1. By increase of skill and dexterity.

2. By saving the time occupied by super-
fluous movements.

3. By the invention of machines.

4. By employing, instead of human labour,
more powerful and less costly prime movers,
— as water, air, fire, explosive powders, and
beasts of burthen.

The two first advantages are obtammed by
the division of labour ; the third necessarily
results from it. Adam Smith has developed
this grand means of attaining perfection with
great diligence, and, so to speak, particular
affection. He relates, that the process of
converting a morsel of brass wire into a pin
requires eighteen operations, and employs as
many different workmen, of whom the greater
part borrow the assistance of machines; —
whereby, although ten workmen would not
separately have been able to make more than
240 pins a-day, they are enabled to make
4800. It is hence that this little branch of
national wealth, which affords a more com-
modious ad)ustment than the buckles of the
Romans and the skewers employed by Queen
Elizabeth, has increased in proportion. What
our country people throw away, would have
been luxuries in the court of Darius,

5. By the simplification of intermediate
processes,

6. By the saving of materials. The exten-
sion given to the quantity of gold employed
in gilding silver wire, is an example equally
suited to astonish the natural philosopher,
and to charm the political economist.

Chemistry bas introduced a multitude of
economical processes into all the arts: it has
taught the means of economically applying
foel — of producing great effect with little
expense ; it has substituted less costly for
more expensive materials ; it has imitated,
and even rivalled, the productions of nature.

7. By the improvement of the products,
that is to say, in proportion to the price. Itis
thus that porcelain has supplanted the coarse
pottery of former times : — the potteries of
Wedgwood and Bentley have excelled the
porcelain of China.

8. By the diminution of the expense of car-
riage, by the multiplication of roads, canals,
and iron railways. The advantage which the
Low Countries have derived from their canals
is incalculable. Governments may often use-
fully interfere in respect to these objects,
either by advancing the eapitals and sharing
in the benefit, or by granting to the indivi-
duals interested the powers necessary for
making arrangements among themselves, and
defraying the expense. When, however, it is
necessary for a government to take charge of
these works, itis a proof that confidence does
not exist ; I mean confidence in the stability
of the actual order of things, and in the pro-
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tection of the laws. No other circumstance
speaks so highly in praise of the British go-
vernment, as the disposition of individuals to
unite in carrying on great undertakings in
canals, docks, ports, &c. A disposition to un-
dertake such works denotes the prevalence of
a feeling of security, which unites the future
to the present, and embraces an horizon of
large extent.

The advantage of machines consists in the
increased efficacy of labour. To reduce the
number of men employed upon any species of
labour by half, without diminishing the quan-
tity of the product, is in fuct the same thing
as doubling the number of men employed,
with the same degree of efficacy as before.
That which required two thousand men for
its performance, being performed by one thou-
sand, there remains one thousand men who
may be employed either upon similar or other
works.

But this supposes that the workmen, no
longer required in the production of a given
quantity of labour, are otherwise employed ;
for if they were without employment, the
quantity of wealth produced wonld remain
the same after the invention as before.

If a manufacturer found himself thus in a
condition to execute, with one thousand work-
men, what had heretofore required two thou-
sand, 1t appears, at first sight, that the natural
result would be, that he would employ the
two thousand workmen to produce a double
quantity of work. But unless his pecuniary
capital be augmented, it will be impossible for
him to employ the same number. The new
machines, the new warehouses required for
this increase of produce, require a propor-
tionate increase of capital. The most ordinary
case, therefore, will be the reduction of the
number of workmen; and, as it respects them,
the consequence is a temporary distress.

1t is upon this circumstance that the popu-
lar opposition to the improvement of machines
depends. 1t is a very reasonable opposition on
the part of the handicraftsmen. It is they
who suffer, whilst the benefit is, in the first
instance, for the manufacturer, and in per-
petuity for the public, who obtain a better
article at a less price.

There are two kinds of countries where
this objection has no force .. countries badly
peopled, and countries where the people are
slaves. Do you desire an increase of popula-
tion — do you desire children who may be-
come workmen in future, — I give you full-
grown men — workmen actually prepared :
you would charge yourself with the expense
of their education,— I relieve you of it: you
are willing to receive foreigners, and I give
you natives. Such is the language an inventor
may address to a sovereign ; whilst to the in-
dividual proprietor he may say, — With one
hundred slaves you are now able to raise s
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certain quantity from your mines; with fifty
you will in future be able to raise the same
quantity. 1f it were necessary to support the
others in idleness, where would be the evil ?

In stationary or retrograde countries, where
the dismissed workman cannot easily find a
new employment to which to apply himself,
where there exists no capital ready to furnish
him employment that suits him,~this objec-
tion would not be without force, It is, how-
ever, a transient evil, to which transient re-
medies ought to be applied.

IL. By the increase of the number of la-
bourers.

I bave nothing further to add upon this
subject to what 1s suid in the chapter on po-
pulation (Ch. 1V.;) but I shall point out
those things which, in an indirect manner,
tend to produce this effect.

1. By the bamishment of all prejudices un-
favourable to labour. Honour has tied the
hands of some—religion of others. Some have
been kept in a state of perpetual idleness —
others in a state of periodical idleness. In
some Catholic countries, the saints’ days oc-
cupy more than one hundred working days.
The loss of these days alone ought not
only to be considered, but also the bad habits
which this idleness encourages. They have
not worked upon the saint’s day; they do not
work on the day following, because they were
intoxicated the day past.

2. The amount of labour may oe increased
by giving productive employments to those
classes of men who, owing to their station in
life, produce nothing — to prisoners, beggars,
monks, and soldiers. It has been pretended
that, to make a good soldier, an individual
ought to follow no other trade: an exception
ought at least to be made in favour of those
kinds of labour which may be useful in war,
as the digging of ditches, the construction of
bridges, the throwing up of embankments,
and the formation and repair of roads.* These
cmployments afford an inexhaustible means
of increasing the most permanent part of the
capital of a nation.

3. Substitute alluring for coercive motives
~— teward for punishment ; with suitable pre-
cautions, abolish all services in kind, all forced
Jabour and slavery. A country peopled with
serfs will be always poor. Pay for labour in
money, and the reward, mingling drop after
drop with the labour, will sweeten its bitter-
ness : every free labourer is worth two slaves.
This reflection is often presented in this work,

* Itis said that the success of the American
armies was partly owm% to their skill in these
employments. Composed almost entirely of hus-
bandmen, they excavated ditches and formed
entrenchments and other works counected with
camps, with & facility which astonished their ad-
versaries, The Russian armies possess the same
advantage in a gtill higher degree.
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but it is so just and favourable to humanity,
that it cannot be too otten repeated ; we ought
not to be afraid to repeat it.

II1. The more advantageous employment of
capital.

We have already seen, that under the gui-
dance of individual interest, capital of itself
takes the most advantageous direction — at
least certainly more advantageous than when
under the guidance of government.

Of all employments of capital, the most ad-
vantageous for the state is the cultivation of
the earth. It is, at the same time, as has
been demonstrated by Adam Smith, the most
beneficial in itself, and the most attached to
the state. Most advantageous: the capitalist
must find it nearly as advantageous as any
other, since, uunless this be the case, he will
not engage in it; and this after he has de-
ducted the rent he pays to the landlord, and
which often amounts to a third of the pro-
duce. It is thus that the state gains by this
employment more than it can possibly gain
by any other. More attached to the state:
the workman may carry away his industry,
the money-lender his capital, the merchant
may change his warehouses, but the farmer
cannot cairy away the land.

For the encouragement of this most advan-
tageous employment of capital, what ought
government to do? Nothing: that is to say,
nothing in the way of positive encouragement;
for it cannot too completely remove the clogs
and obstacles to the free alienation of landed
property,t or too greatly favour the conver-
sion of goods held in common, into individual
property.i

The condition most favourable to the pros-
perity of agriculture exists when there are no
entails, no unalienable endowments, no com-
mon lands, no right of redemption, no tithes,
or taxes or dues which punish industry, and
levy a contribution upon agriculture, increas-
ing in proportion to the expenses incurred,
and the greater care pmd to cultivation.

Generally speaking, the great landed pro-
prietors give themselves little care about the
improvement of their domains. Some leave
large tracts of country, sufficient for the main-
tenance of hundreds of families, in a state of
nature, that they may enjoy the pleasures of
the chase; others, prodigal in proportion to
their wealth, expend everything in present
enjoyments, and trouble themselves but little
with the future. Where the system of leases
and farms is upon a good footing, the evil
is not great; but it is altogether otherwise
when the administration is in the hands of
2 superintendent, still less interested than
his masters in the increase of the rent. Were

Upon this subject, see Vol. I, Pringi
th:C'i&c;nCede, f 3?3{’ ‘ples of
3 Ibid. Vol. 1. p. 341,
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large properties divided into three or four
parts, the proprietors would be animated
with an entirely different spirit. The spur
of necessity would render them intelligent
and industrious. Where a nobleman employs
twenty gardeners in raising pine apples and
taking care of bowling greens. Five manu-
facturers would employ twenty husbandmen
in producing corn for themselves and a hun-
dred workmen. But let it not be supposed
that 1 recommend agrarian laws and forced
divisions: this would be to cut off an arm, in
order to avoid a scratch.

In the scale of public utility, so far us
it depends upon the general wealth, after
agriculture come those manufactures whose
products are sold within the country; after
these, the manufactures whose products are
exported ; and in the last place, the carrying
trade. Adam Smith has demonstrated this.
"Thus much for theory: it does not follow that
in practice it would be proper to favour a
branch of industry higher in the scale, at the
expense of one which is placed below it. They
all exercise a reciprocal influence upon one
another, and benefits are divided among them
with sufficient equality. If for a moment one
branch become more advantageous than the
others, a greater number of adventurers are
soon drawn towards this side, and the equili-
brium is not long in re-establishing itself. If
any species of indusiry be more constantly
useful to a nation, it is because the benefit
more certainly remains — because the wealth
which it produces is more secure.

1V. By increasing the mass of capital.

The mass of capital is increased when the
products of labour exceed the amount of pro-
ducts consumed.

The addition made to the wealth of a na-
tion in one year, is the total amount of the
savings of all the individuals composing that
nation in that year: it is the difference be-
tween the values produced or imported, and
the values destroyed or exported in the course
of the same year.

The addition made to the pecuniary wealth
of a community is, in the same manner, the
difference between the sum produced or im-
ported, and the sum destroyed or exported
in the period in question.

In the case of an individual, increase of
money is increase of wealth, If his fortune
consist to-day of one thousand guineas, and
be has two thousand to-morrow, he will be
twice as rich as he was the day before: he
can command twice the quantity of the pro-
ducts of all kinds of labour.

The case is not the same with a nation. If
its coin be to-day £1,000,000 sterling, and
to-morrow it were to be £2,000,000, its
wealth would not be doubled as was that of
the individual. As it respectsits internal con-
dition, the nation would not be richer than
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before : instead of having at its command a
double quantity of productions, it would only
have the same.

It is true, that in exporfing to other na-
tions this suddenly acquired mass, the com-
munity in question would obtain an addition
to the mass of its non-pecuniary wealth: bus
in proportion as this exchange is made, the
case which we bave supposed does not con-
tinue the same; it ceases to possess the addi-
tional million of coin.

This apparent contradiction between the
two cases is easily removed. When an indi.
vidual finds the quantity of coin which he
possesses suddenly doubled, the value of the
coin is not diminished by this addition: the
community to which he belongs does not pos-
sess more than before, supposing that the
amount bas not been received from abroad.
The proportion between the amount of coin
and the things to be sold remains exactly the
same.

The value of all the things sold in the
course of a year is equal in value to the sum
of the coin given in exchange for them ; that
is, to the value of the actual quantity of the
coin, multiplied by the number of times it has
been exchanged. Each of these masses is
equal in value to the other; since, by the sup-
position, the one has been exchanged for the
other,

This equality exists, whatever may be the
difference in quantity between these two
masses. When the million of coin, circulating
three times during the year, has purchased the
whole mass of goods which were to be sold,
it has given to all its successive possessors
the enjoyment of this mass. When, taking
the same course, the two millions of coin have
produced the same effects, they have only per-
formed what the single million had performed
before ; since, by the supposition, the mass of
goods has not been increased. In other terms,
that is to say, the new mass of coin is swal-
lowed up in the general mass of coin, and as
much as it has increased its quantity, so much
bas it diminished its value.

The addition made to the coin of the com-
munity produces a proportional increase in
the price of all vendible commodities —in the
pecuniary price of all commodities not pe-
cuniary ; and consequently, it may be, in the
price of every article — it may be, in that of
the greater number of articles.

If an addition made to the coin of a com-
munity be employed in creating a portion of
wealth not pecuniary, which would not have
been created without it—if it produced by la-
bour or exchange an increase of real wealth,
the result is no Jonger the same. Inproportion
as the real wealth is increased, the addition
made to the coin ceases to produce a diminu-
tion of relative value. .

In order to simplify the case, and render it
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mare striking, I have supposed a large and
sudden addition. It is very seldom that an
addition of this nature takes place with re-
spect to the precious metals; but it has often
happened with respect to paper money.

Thus the increase of the price of commo-
dities, all other things remaining the same, is
8 proof of an addition to the coin, and a mea-
sure of its quantity.

This defalcation of value is equivalent to
an indirect tax upon pecuniary revenues.—a
tax which may continually increase in amount
—a tax which benefits those who issue the
paper money, and of which the weight presses
entirely upon the possessors of fixed reve.
nues. There is 8 compensation for this tax
to producers and merchants, who may raise
the price of their commodities to all those
who have part of this new money; but those
whose fortune consists in a pecuniary revenue
which cannot be increased, bear all the bur-
then.*

When this diminution of revenue takes
place gradually, although it be an evil, this
evil may result from the general prosperity,
and may be compensated by a greater benefit.
Losses which occur in the ordinary course of
affairs, are experienced and hardly felt; they
may be provided against. But when the
government itself interferes, by operations
whose effects are as great as they are sud-
den, in order to give a sudden increase to the
mass of pecuniary capital, whether metallic or
otherwise, it confounds all the caleulations of
prudence; it ruins one part of its subjects.
and its imaginary wealth becomes the instru.
ment of its destruction. This is what was
experienced in France under the system of
Law, and again under the reign of the as-
signits.

V. By means of trade.

Some advantage results from every ex-
change, provided it be made intentionally and
without fraud: otherwise suchexchange would
not be made ; there would be no reason for
making it. Under this point of view, the two
contracting parties receive an equal benefit:
each one of them surrenders what suits him
less, that he may acquire what suits him more.
In each transaction of this kind there are two
masses of new enjoyments.

But though all trade be advantageous, a
particular branch may be more advantageous
to one of the parties than to the other. It is
more advantageous to you than it is to me, if
for an article which only costs you one day’s
labour, you obtain from me an article which
has cost me two. The real balance of trade

* It is not without distrust that I here give this
feeble extract, from a manuscript work of Mr.
Bentham’s, On Prices,and upon the causes which
tncrease Prices. It embraces 8o great a number
of questions, that it is not possible to give a cor-
rect outline of the whole in so short an abridg-
ment.—Note by Duinond,
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is the quantity of labour received, exceeding
the quantity of labour given in exchange.

It is not necessary in this place to examine
to what degree soil, climate, situation, natu~
ral circumstances, &c. may give this advan-
tage to one state over another; since this
knowledge can have scareely any influence
upon practice. It is of greater importance to
observe, that it may in a certain degree be
acquired by art, and that the superiority of
workmanship or of instruments is a species of
monopoly established by fortune in favour of
genius. Time is saved by ingenuity. The
greater the number of new inventions in a
country whose productions are carried into
foreign lands, the more favourable will the
real balance of commerce be to that country.
The advantages belonging to dexterity are
more permanent than those resulting from
knowledge. The discoveries of chemistry are
speedily disseminated: the skill of the Ben-
gnlese workmen will remain peculiar to them
for ages.

The great politicians who so much value
foreign commerce, consider it as a means of
obtaining a balance in gold, and they hasten
to interfere to prevent those exchanges which
require an expenditure of the precious metals.
If a merchant wish to send eoin from London
to Paris, it is to make a payment which will
cost him less in this manner than any other,
or that he may obtain some kind of merchan-
dise which he values more than the coin. The
politician is more clever than this. He is not
willing that this gain should be made, be-
cause, he thinks, thus to gain would be to
lose. Preventing the profits of every one, is
the method he has discovered of preventing
loss to all. He has therefore been employed
in heaping one law upon another, that he may
prevent the exportation of the precious me-
tals: success would be a great misfortune,
but it has never been obtained. Want of suc-
cess in diminishing the evil has only increased
the folly: I say in diminishing the evil, for it
never entirely disappears. 'There will, for
example, always be a greater or less expense
onthe part of the government in endeavouring
to execute the law; more or less vexation,
more or less restraint, a larger or smaller
number of individuals punished for having
rendered service to the country (by the breach
of the law.) People will be accustomed to
elude the prohibitions, and to escape the vigi-
lance of government. Money being more or
less lowered in value, the price of manufac-
tures will be raised in proportion, and the
exportation of manufactutes diminished. Such
has been the folly exhibited in Spain and Por-
tugal; yet are they too happy only to have
half succeeded. Grant to Midas his wish, he
will die of hunger upon a heap of gold.

In recommending freedom of trade, I sup-
pose the minds of merchants in their sound,
that is, their ordinary state. But there have
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been times when they have acted as though
they were delirious: such were the periods
of the Mississippi scheme in France, and the
South Sea scheme in England. The other
classes of people would have had ground for
seeking to divert their fellow-citizens from
the purchase of the smoke sold by Law, or
of the bubbles of the South Sea. What is
here said, may be compared with the observa-
tions in § 8 of the present chapter, upon
emigration. In laying down general rules,
fortuitous and transient cases ought not to be
forgotten.

What has been said respecting the precious
metals is true respecting every article of trade
and commerce, considered as general wealth.
There cannot be any incompatibility between
the wealth of each and the wealth of all. But
the same rule does not apply to subsistence
and defence. Individuals may find their indi-
vidual profit, in commercial operations which
may be opposed to the subsistence of all, or
the defence of all. This particularly may hap-
pen to a small community in the neighbour-
hood of a large one. Establish an unlimited
freedom of trade in the small community, the
great one may ruin it by weans of gold. In
case of famine, it might purchase all its pro-
visions; at the approach of war, it might pur-
chase all its arms.

The conduct to be pursued, to insure the
possession of the means of subsistence and
defence, are infinitely diversified by the situa-
tion, the soil, the climate, and the extent of
the country to which 1t may refer,

The great difficulty to be overcome as it
respects subsistence, is the difference between
good and bad harvests. If the produce be less
than the cousumption, the evil is evident: if
it be greater, the abundance lessens the price,
the farmer is ruined or discouraged, and the
year of plenty may be followed by one of
dearth. For the production of equahty, some
bave established public granaries for storing
up the superabundance of years of plenty;
others have encouraged cultivation as much
as possible, depending upon foreigners for
drawing off the excess. Were we to judge
from abstract reasoning alone, the first plan
would appear best calculated to prevent acci-
dents ; but, forming our judgments from facts,
the second appears least subject to abuse. It
is from the adoption of this plan that England
has enjoyed an abundance sufficiently regular.
Freedom of trade, therefore, appears the best
fethod for insuring an abundance of the
means of subsistence.

In respect to subsistence and defence, there
is no better security than that which results
from the general prosperity. A superabun-
dance is the best security against want.*

After the examination we have given to

* See Vol. 1. Principles of the Civil Code,
Chapters IV. and V. Laws relative to subsist-
ence and abundance.

WEALTH — MEANS OF INCREASE.

71

the different methods by which real wealth
may be increased, we see that government
may rely upon the intelligence and inclination
of individuals for putting them in operation,
and that nothing is necessary to be done on
its part but to leave them in possession of
the power, to insure to them the right of en-
joyment, and to hasten the development of
general knowledge. All that it can do with
success may be ranged under this small num-
ber of heads: .—

1. To encourage the study of different
branches of natural philosophy. The difficul-
ties of science form a barrier between prac-
tice and theory, between the artisan and the
philosopher.

2. To institute prizes for discoveries and
experiments.

3. To cause the processes employed in
every branch of trade to be published. The
French government, rising above little jea-
lousies, has distinguished itself in this man-
ner, and has rendered itself a benefactor to
the human race.

4. To cause everything of the same nature
in foreign countries to be observed with at-
tention, and to give the knowledge they ob-
tain the same publicity.

5. To cause the price of different articles
of trade to be published. The price of an
article is an extra reward for whoever can
manufacture or furnish it at a cheaper rate.

6. To grant patents for a limited number
of years,

With respect to a great number of inven-
tions in the arts, an exclusive privilege is ab-
solutely necessary, in order that what is sown
may bereaped. In mew inventions, protection
against imitators is not less necessary than in
established manufactures protection against
thieves. He who has no hope that he shall
reap, will not take the trouble to sow. But
that which one man has invented, all the
world can imitate. Without the assistance of
the laws, the inventor would almost always
be driven out of the market by his rival, who
finding himself, without any expense, in pos-
session of a discovery which has cost the in-
ventor much time and expense, would be able
to deprive him of all his deserved advantages,
by selling at a lower price. An exclusive pri-
vilege is of all rewards the best proportioned,
the most natural, and the least burthensome.
It produces an infinite effect, and it costs no-
thing. * Grant me fifteen years,” says the
inventor, * that I may reap the fruit of my
labours ; after this term, it shall be enjoyed
by all the world.” Does the sovereign say,
** No, you shall not have it,” what will hap-
pen? It will be enjoyed by no one, neither
for fifteen years nor afterwards: everybody
will be disappointed — inventors, werkmen
consumers — everything will be stifled, both
benefit and enjoyment, :

Exclusive patents in favour of inventions
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have been long established in England, An
sbuse, however, has crept into the system of
granting them, which tends to destroy the ad-
vantage derivable from them. This privilege,
which ought to be gratuitous, bas afforded an
opportunity for plundering inventors, which
the duration of the custom has converted into
aright. It is a real conspiracy against the
increase of national wealth.

We may picture to ourselves a poor and
timid inventor, after years consumed in labour
and uncertainty, presenting himself at the
Patent Office to receive the privilege which
he has heard that the law bestows upon him,
Immediately the great officers of the erown
pounce upon him together, as vultures upon
their prey : — a solicitor-general, who levies
four guineas upon him; a keeper of the privy
seal, four guineas and a balf; a keeper of
another seal, four guineas; a secretary of
state, sixteen guineas; the lord chancellor,
who closes the procession, as the first in dig-
nity, so also the first in rapacity, — he cannot
take less than twenty-six guineas.” Need it
be added, that in carrying on this process of
extortion, recourse is bad to fraud — that the
individual applying for a patent is ieferred
from office to office, that different pretexts
may be afforded for pillage —that not one of
these officers, great or small, takes the trouble
to read a single word of the farago of non-
sense which they sign, and therefore that the
whole parade of consultation is only a farce.t

Suppose a law, granting the patent as at
present, without condition ;—suppose another
law, prohibiting the obtaining of a patent
under a penalty of fifty guineas: what ex-
clamations should we not hear against such
contradictory laws and such folly! And yet
this supposed folly is only half as great as the
folly actually displayed. People always allow
themselves to be duped by words. The law,
or rather the customary abuse which has the
force of law, instead of a permission, is, as it
respects the greater number of inventors, a
real, although masked prohibition. If you
wash to strip off this mask, translate the lan-
guage of each into the language of the other.

These insults and oppressions have some-
times been approved as tending to repress
the temerity of projectors; in the same man-

* If a patent be taken out for each of the three
Kin s, the expense is estimated at £120 for
England, £100 for Scotland, and £125 for Ire-
land. ¥ide Commons’ Report on Patents.—Ed.

+ It is scarcely necessary to remark, that in
blaming the abuse, no reproach is intended to be
W the individuals, who, finding it esta-
bli , profit by it. These fees form as lawful
a portion of their emoluments as any other. It
is, however, to be desired, that in order to put a
St0P to this insult and ion, an indemnifi-
cation were granted at the public ex) 5 egual
to theaverage value of these fees. If it be proper
to levy a tax upon patents, it ought, instead of
baﬁ lgvied in advance upon capital, to be post-
pened till the patent has produced some benefit.
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ner, taxes upon law proceedings have been ap-
plauded as tending to reprees the temerity of
suitors : as if poverty were synonymous with
temerity — as if the rich only had need of the
assistance of the laws, or that they only were
worthy of it — as if, indeed, this reason for
only half opening the doors of the temple of
justiee were not equally conclusive for closing
them altogether!

7. To class with the crime of forgery the
injustice done by the artisan who puts upon
his own productions the mark of another. —
In order to prevent the commission of this
crime through ignorance, it would be neces-
sary to establish a register, in which every
artisan might make an entry of his mark.
This would tend to secure the privilege which
nature has established in favour of skill, and
which the legislator ought to maintain. It
can never be obtained without labour, and it
can never be sbused.

CHAPTER 1V.
OF POPULATION,

§ 1. Sponte Acta.

WirH regard to increase of population by
births,} everything may be left to the spon-
taneous action of individuals.

§ 2. Agenda.

With regard to increase of population, next
to nothing is required to be dene by govern-
ment: all that governments need do is to pre-
vent decrease by deperition.

To prevent deperition is to afford security
— security against the extremity of all mis-
chief, the destruction of man’s life. The
sources of danger are — external bostility, in-
ternal hostility, and calamity. With regard to
the two first, the interference of government
is required for the purposes of defence and
police. The following are examples of insti-
tutions for preventing deperition from ca-
lamity : —

1. Hospitals for the use of curable sick and
hurt among the poor.

2. Hospitals for the incurable sick and
helpless.

3. Establishments for the occasional main-
tenance and employment of the able-bodied
among the poor, viz. of such by whom either
the one or the other is unobtainable from the

 Increase of population is desirable, as bein
an?nerease of — l.p%lhae beings susceptible of e'lf
joyment; 2. The beings capable of being em-
ployed as instruments of defence. It results of
course from the increase of the means of sub-
sistence, and cannot be carried beyond them.

Of population, nothing is said by Adam Smith:
yet of what use is wealth, but with reference to
population ? — and how can either be considered
in any comprehensive point of view without the
other? since, quantity of wealth being given,
degree of opulence is mversely as population.
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ordinary sources. By their maintenance, po-
pulation is preserved ; by their employment,
weaith may be increased or not: crimes of
idleness are prevented.

4, Establishments for the prevention or
mitigation of contagious diseases — establish-
ments in former times for inoculation, now
for vaccination. Much may be done on the
part of government under this head, as well
as s0 many others, by instruction: more or
less requires to be done, in proportion as
by the ignorance of the people, operations
of this class are excluded from the class of
sponte acte, and thence placed among the
agenda.

§ 3. Non-ugenda.

Institutions on the part of government,
having for their end in view the causation of
an increase of population by births, may best
be characterized by a parallel example: in-
stitutions punishing men for not eating, or
for eating food not sufficiently nourishing ; in-
stitutions paying all mankind for eating, with
premiums for those who eat most and of-
tenest,

Many volumes have been written upon the
subject of population, because the means of
promoting its increase have generally been
the subject of examination, 1 shall be very
short upen this subject, because 1 shall con-
fine myself to showing that all these means
are useless.

If anything could prevent men from mar-
rying, it would be the trouble which is pre-
tended to be taken to induce them to many.
So much uneasiness upon the part of the le-
gislator can only inspire doubts respecting the
Lappiness of this state. Pleasures ace made
objects of dread when converted into obliga-
tions.

Would you encourage population, —render
men happy, and trust to nature. But that
you may render men happy, do not govern
them too much; do not constrain them even
in their domestic arrangements, and above
all, in that which can please only under the
auspices of liberty: in a word, leave them to
live as they like, under the single condition
of not injuring one another.

Population is in proportion to the means
of subsistence and wants. Montesquien, Con-
dillac, Sir James Stewart, Adam Smith, the
economists, have only one opinion npon this
subject.* According to this principle, there

# The name of Mr. Malthus, who will for the
future occupy the post of honour in political eco-
nomy upon the subject of population, is not men-
tioned here, because this work was many years
anterior to his. This chapter, with many other
fragments, was communicated to the authors of
the Bibliotheque Britannigue, publisheu at Ge-
neva, and was inserted in the 7th volume in 1798.
1f Mr, Malthus had known it, he might have
erted it as an additional proof that his principle
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is also a means of increasing population, but
there is only one: it consists in increasing the
national wealth, or, to speak more correctly,
in allowing it to increase.

Young women, says Montesquien, are suffi-
ciently ready to marry. How should they not
be? The pleasures, the avowed sentiments
of love, are only permitted in this condition:
it is thus only that they are emancipated from
a double subjection, and that they are placed
at the head of a little empire. It is the young
men, he adds, who need to be encouraged.

But why ? Do the motives which lead men
to marry want force? It is only by marriage
that a man can obtain the favours of the wo-
man who, in his eyes, is worth all others. It
is only by marriage that he can live freely and
publicly with an honest and respectable wo-
man, and who will live only for him. There
is nothing more delightful than the hope of
a family, where proofs of the tenderest affec-
tions may be given and received — where
power blended with kindness may be exer-
cised — where confidence and security are
found — where the consolations of old age
may be treasured up -—— where we may behold
ourselves replaced by other selves — where
we may say, 1 shall not entirely die, A man
wants an associate, a confidant, a counsellor,
a steward, a mistress, a nurse, a companion
for all seasons: all these may be found united
in a wife. What substitute can be provided ?

It is not among the poor that there is any
aversion to marriage ; that is to say, itis not
among the labourers — that class, in the in-
crease of which alone the publicisinterested—
that class which constitutes the strength and
creates the wealth of a nation — that class
which is the last in the senseless vocabulary
of pride, but which the enlightened politician
regards as the first.

It is in the country especially that men
seek to marry., A bachelor does not there
possess the resources he can find in & town.
A husbandman, a farmer, require the assist-
ance of a wife, to attend to their concerns at
all the hours of the day.

The population of the productive classes is
limited only by their real wants ; that of the
unproductive classes is limited by their con-
ventional wants.

With regard to these, instead of inducing
them to marry by invitations, rewards, and
menaces, as did Augustus, we ought to be

relating to population was not a new paradox.
But what was new, was o make a rational and
connected application of it; to deduce from it
the solution of so many historical problems; to
survey Europe with this principle in his hand;
and to prove that it cannot be resisted without
producing great confusion in social order: and
this is what Mr. Malthus has accomplished, in
a manser as conclusive as respects his arguments,
as wieresting in respect of his style his de-
tails.—Note by Dumont.
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well pleased when they live in celibacy. The
increase of the purely consumptive classes is
neither an advantage to the state nor to them-
selves: their welfare is exactly in the inverse
ratio of their numbers. If they should insen-
sibly become extinct, as in Holland, where
there is scarcely one citizen who does not
exercise some occupation, where would be
the evil? A workman may in a moment be
converted into an idle consumer. A good
workman is not so soon made: he needs skill
and practice. Habits of industry are slowly
acquired, if, indeed, after a certain age they
can ever be acquired. On the other hand,
when a consumer passes into the class of la-
bourers, it is generally owing to a reverse in
fortune, and he is in a state of suffering.
‘When a labourer is transported into the class
of consumers, he is exalted in his own eyes
and in the eyes of others, and his happiness
is increased. On all these accounts, it is de-
sirable that the class of idlers be not in-
creased : their own interest requires it, and
it is also a great good when their number is
diminished, whether by celibacy or their con-
version into labourers.* Convents have been

* The author is consistent, and Montesquien
appears to me not to be so. Book xxxiii, ch. x.
he has well explained the trne principle, but he
has not followed it.

His elogium upon the regulations of Augus-
tus respecting marriage, is extremely singular.
They have pleased Montesquieu by some vague
idea of the protection of morals. They violate
every principle of reward and punishment ; they
are netther analogous nor proportional ; they pu-
nish a man because he is unhapﬁy or prudent —
they reward him because he is happy or impru-
dent: they corrupt marriage by mercenary and
political views; and, after all, the object aimed
at 18 missed. Montesquieu acknowledges the im-
E::ence of these laws. The benefit of the remedy

ng null, there remains only the evil.

He blames Louis XIV. (ch. xxvii.) for not
having sufficiently encouraged marriage, by onlv
rewarding prodigies of fecundity.

Louis X]V. did too much by his establish-
ments for the poor nobility, and he has been too
frequently imitated. Humanity was the motive
of these foundations; but this humanity was

ually productive of evil as it respected those
who bore the expense, and as it respected the
class whom it was intended to relieve, and who
were not relieved. On the contrary, the more the
indigent of this order were assisted, the more
they increased. In fact, every individual requires
a certain quantity of wealth to be in a state to
marry. Does he marry imprudently, his distress
is without doubt an evil; but it operates as a
waming to other persons of the same class. If
you o this natural effect, if you institute
foundations for families, if you grant pensions or
other favours on account of marriage, what fol-
lows? It is no longer an establishment submitted
to calculation — it is a lottery,. in.which hope is
consulted rather than prud s many v y
but few succeed. You intended to give mFﬂ,
and you have laid a snare. What you did in
order to diminish the evil, has only served to
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constantly accused of hurting population.
Poor convents, and the mendicant orders,
injure it, without doubt, since they add to
the number of idle consumers. It is not so
with rich convents; they add nothing to this
number. He who possesses the rent of land
can command labour without working him-
self; but what matters it whether & fund,
destined to the support of idlers, be trans-
mitted from father to son, or from stranger
to stranger ?

Large cities are decried: they are the
gulphs, it is said, in which the population of
the country is lost. That which is furnished
to the towns is visible to all the world: what
is received from them, is less apparent. It
is the ancient quarrel of the belly and the
members. Cultivation increases in proportion
to the consumers. People live longer in the
country ; but that a greater number of per-
sons may be born there, it is necessary that
the capital of the towns, which animates la-
bour, should be sent thither.

This imaginary evil, the increase of towns,
has excited the most extravagant fears. Ab-
surdity has been carried so far, as to make
rules for limiting their bounds : they should
rather have been made for extending them.
Contagious disorders would thus have been
prevented; the air would have been rendered
more salubrious. The opposite regulations do
not diminish the number of inhabitants, but
oblige them to heap themselves up within
close habitations, and to build one city upon
another.

Are emigrations disadvantageousto a state?
Yes, if the emigrants could have found em-
ployment at home; —no, if they could not.
But it is not natural that labourers should
exile themselves, if they could live at home,
However, if they desire so to do, ought they
to be prevented? Cases must be distinguish-
ed. It is possible that this desire may have
been produced by some momentary distaste,
by some false idea, some whim, which may
mislead a multitude of men before they have
leisure to undeceive themselves. I will not
therefore affirm, that circumstances may not
happen in which emigration may not be for-
bidden by a law of short duration: but to
convert this prohibition into a perpetual law,
is to change the country into a prison —is to
publish, in the name even of the government
itself, that it is not good to live there. It

make it worse. In pity to these unfortunate per-
sons, they ought not to be encouraged to marry.
When they no longer are deceivefiagy hope, they
will no longer be unhappy.

In England there is neither restriction nor en-
couragement, and there is no dread lest the stock
of nobili:go Id fail— there is no dread lest
celibac uld be hurtful to population. The
shameful and sad misfortune is not known there,
of the existence of a class of ns set apart to
idleness and poverty.—Note i’; Dument.
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would be proper that such a law should com-
mence thus — « We, &c., ignorant of the art
of rendering our subjects happy, and well
assured that, if we give them an opportunity
to escape, they will go in search of countries
less oppressed, hereby prohibit,” &e.

Would not this be to aggravate the evil?
Could all the frontiers of a great country be
guarded? Louis XIV, with all his authority,
could he accomplish it ? As many persons as
were thus enchamed, so many discontented
and unhappy persons, who would be looked
upon with distrust — whom it would be ne-
cessary perhaps to repress by violence, and
who would become enemies when they found
themselves treated as such. Others, who
had never thought of quitting their country,
would become uneasy when they found them-
selves obliged to remain; whilst others, who
might have thought of establishing themselves
there, would take care not to do it. For
those individuals retained against their will,
you lose those who would bave come among
you voluntarily.

England has sustained temporary losses of
men and capital, by emigrations to America.
But what has happened ? She has received
from that country, a mass of productions
which have more than compensated the loss.
The men and capitals carried away, employed
upon new lands, have produced a benefit
more considerable for England itself, than if
they had been employed upon her own. To
exhibit this clearly, would require a multi-
tude of facts and calculations ; but it may be
presumed to be the case, from the vast extent
of this new commerce.

On the subject of emigration, the wisest
part, then, is to do nothing. Under the gui-
dance of liberty, the benefit is certain ; under
the guidance of constraint, it is uncertain.

After this, the advantages of immigration
are easily estimated. In order to people a
country as yet untilled, it will be advisable
to invite thither strangers who depend upon
their labour alone. 1t may even be advanta-
geous to make them advances for their sup-
port, 1n order to establish them.

tn respect to methods of preventing the
destruction of the species, they belong to that
branch of police which is employed about the
means of subsistence and the public health.
We may be tianquil, therefore, upon the
subject of population. There will be every-
where an abundance of men, provided they
are not deprived, by a hard and tyrannical
government, of what is necessary for subsist-
ence and enjoyment, of which contentment
constitutes a part.*

* I have under my eyes a lar; litical work
of M. Beausobre, counsellor to tE: gng of Prus-
sia, in which, at the article Popnlation, he gives
no less than twenty recipes for increasing it. —
The ninetcenth isas follows: — ¢ 1t is proper to
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CHAPTER V.
OF FINANCE.

§ 1. General Observations.

UNDER the head of sponte acta, there is
nothing except by accident: there remain,
therefore, egenda and non-agenda. Finance
operates in toto in diminution of wealth : the
object or end in view, should be to render the
diminution as small as possible, and as pure
as possible from collateral vexation and incon-
venience in every shape.

The operations of finance are reducible to
receipt and disbursement, or say expenditure.

Receipt may be— 1. Without condition of
return; 2. On condition of return; . e. on the
footing of a loan.

Disbursement is accordingly—1. Disburse-
ment at large ; 2. Disbursement in discharge
of loans. Expenditure supposes; in all cases,
previous receipt ; and in cases of loans, ne-
cessitates future receipt for the purpose of
replacing the money borrowed.

Receipt and expenditure are either —1. Of
money ; 2. Of particular articles for service.

Every sum expended supposes therefore a
correspondent amount already raised, or to
be raised. by taxes.

The practical rule which ought to be ob-
served in judging of the expediency of any
branch of expenditure is,—compare the bene-
fit of it with the burthen of a correspondent
portion of the produce of the most burthen-
some tax. By striking off so much expendi-
ture, you may save so much fax.

watch during the fruit season, lest the people
eat that which is not ripe.” He ought to have
provided the means for carrying this regulation
into execution ; to have indicated the number of
inspectors who should judge of the ripeness of
fruit, the watchmen who should be stationed over
it, and the magistrates who were to judge of its
infractions.

Another method coasists in * hindering men
from marrying very disagreeable women.”” He
neither says to what judge he would remit this
delicate inquiry, nor upon what principles he
would have the ugliness of women proved ; nor
the degree of inquiry which ought to be permit.
ted, nor the fees that ought to be paid. The re-
mainder is very nearly in the same taste,

Hindering the marriage of old men with youn
women —that of young men with women muc
older than themselves — hindering the marriage
of persons not likely to have children: there are
other recipes of this political pharmacopeia little
less ridiculous, but not less useless. )

His complaints respecting prostitution’ are rea-
sonable, if they had for their object the misery of
thia bchss o;" eourte:;ns, vfictims of a constrained
celibacy : they are of no force as respects
Iation, which suffers nothing. I refenowbm
been said upon this subject in Vol. L Pnnagla i
of Penal Law, Part 111 Ch. V. p. 541, Prob.2,t0
niake such arrangcments that a given desire may
be satisfied without projudice, or with the least
rossible prejudice.
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Taxes take from present enjoyment : they
diminish comfort in proportion as they are
paid by each contributor out of that portion
of his wealth, which, had it not been for the
tax, would all of it have been spent within
the year in the way of maintenance, as money
is spent by a man who is said to spend his
income.

Taxes diminish future wealth in propor-
tion as they take from capital ; viz. by being
taken from that portion of a man’s money,
the whole of which, had it not been for the
tax, would have heen spent on articles by the
production of which real eapital is increased;
or even by being taken from that portion of
his money which is expended in the way of
maintenance, in so far as the wmoney, had it
not been taken from him by the taxes, would
have been employed in the shape of pecuniary
capital, by which real capital is increased.

Taxes, therefore, take from growing wealth
— 1. In as far as they are levied on capital ;
viz. on money destined for employment in the
shape of capital, or on goods or labour, of
which real eapital is composed ;—2. In as far
as they are levied on income, or expenditure
mn the way of income, of men who lay up
money to be employed as capital, or would
have laid it up, had it not been for the tax.

Borrowing money to defray war expenses,
takes from pecuniary capital, thence from
growing wealth, in the amount of the sum so
raised —minus the amount of mercantile pro-
fit upon such part of the expense as consists
of purchased articles.

Repaying money formerly borrowed for war
or other expenses, adds to pecuniary capital
—thence to real capital — thence to grow-
ing wealth, to the amount of the money so
employed in such repayment or discharge;
deducting such part, if any, as is exported
without return to forcign countries; which is
the case with such part as is experted by the
proprietor, to be employed abroad by bim or
on his account without being reimported, —
that or the profit made by it.

By the mere discharge of a million worth
of debt, as much, or more, is therefore done
towards the increase of wealth, as by a million
given in the way of bounties for the encou-
ragement of this or that particular branch of
trade.

Those who in the onc case rceetve the
amount of the debts respectively due to them,
give up the fature interest, and the rest of
the community is exonerated from the pay-
ment of it: those who in the other case re-
ceive the million on the score of bounty, give
up nothing in return for it.

When money is to be borrowed. borrowing
it, in part at least of foreigners, is attended
with two advantages. At the time of borrow-
ing, it diminishes the consumption of home
eapital, the conscquent check to pruduction,
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and the loss to private borrowers as well
as to government by the sudden rise in the
rate of interest. At the time of paying
off, it diminishes the loss produced to mo-
neyed men at home, by the sudden pouring in
of capital into the market (money which
must be laid out in the shape of capital,) and
by the sudden fall in the rate of interest
which is the consequence. By moneyed men,
understand here — not the opulent only, but
all, to the very poorest, whose incomes arise
out of the interest of money, and that interest
reducible,

Some men grieve on this occasion, at the
thoughts of the money that goes out of the
nation to pay forcigners, A housekeeper
might as well giieve at the thoughts of the
moncy that goes out of the house to pay the
baker. If to-day the money goes out of the
house, it is because the other day the bread
came into it. Do without bread, or bilk the
baker, the money will be saved.

Taxes are either on property, or on pre-
sumption of property. Inboth cases, they are
either on income or on capital.

‘Taxes on property in the shape of income,
areeither dircct, oron ronsumption,—called of
late years, from the French, indirect taxes.

Tuxes on capital diminish present capital,
and thence future and growing wealth, by the
whole of their amount: taxes on income by
the amount of the savings that would have
been made out of income, and added to capi-
tal, instead of being spent in maintenance,
had it not been for the tax.

The fault of direct taxes on presumption of
property is inequality — that of direct tuxes
on property is vexation, Indirect taxcs have
no fault beyond the mere privation, which
must be undergone at any rate: the vexa-
tion which in the case of direct taxes on pro-
perty extends to everybody, is confined in
the case of indircct taxes to the fabricatms
and venders of the article taxed, who make
themselves amends for it in the price.

§ 2. Of direct and indirect Tazation.

When a tax is imposed upon any commo-
dity, a proportionable discouragement — in-
tended or not intended —is applied to the
corresponding branch of profit-seeking-indus-
try, and thence a proportionable encourage-
ment to the most immediately rival branches.
In this way the branch of political economy
which belongs to finance is unavoidably,
though often perhaps undesignedly, entangled
in practice and effect with the other branches.

To an indirect tax, each man pays no more
than he pleases;® and the vezation attendant

* When indirect taxes are levied upon articles
of luxury, a man need pay no more than he
pleases; but the case appears to be otherwise as

T the poor, when they are levied upon ar-
tiﬁes of necmxt;. —Ed.
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o the collection of it is confined to the makers
and venders of the commodity taxed.

To a direct tax, each man pays what the
imposer of the tax pleases; and the vexation
attendant upon its collection embraces every
man who pays it.

Indirect taxation, as far as it will go, is
therefore preferable to direct; but the length
to which it can be made to go depends, in the
instance of each nation, upon its degree of
relative opulence.

Of France, England, and Holland, in the
scale of absolute wealth, France is at the top,
Holland at the bottom. In the secale of rela-
tive opulence, France is at the bottom, Hol-
land at the top.*

Comparatively speaking, England, till of
late, made little use of direct taxes: France,
Iittle use of any other. Her abstinence from
inditect taxes hasbeen chiefly the result of ne-
cessity,} though in some degree of choice.

A tax on wmports is borne by our own
people — a tax upon exports to forcign coun-
tries, is borne by the inhabitants of foreign
countries. Whatever imposition of this kind
foicigners can be made to bear, is so much
gain to us. If, indeed, when a fiesh tax is im-
posed upon an article of export, the quantity
of it produced is considerably diminished by
the tax, a temporary distress is thereby pro-
duced; and the suffering may be less orgreater
than the suffering saved by the saving in the
amount of taxes borne by ourselves. But if
the quantity produced be merely prevented
[from increasing, no such suffering is produced,
and the benefit by the saving in home-paid
taxes is pure. The addition which, had it not
becn for the tax, would have been made to
the quantity of the commodity thus taxed,
spreads itself among other commodities of all
sorts.

The direct effect of the sort of tax called
indirect, is to make a man pay for the use of

* 1 speak of the recently pasé: one knows not
well what to say of the present.

4+ Indirect taxes, being collected from venders,
fresuppose exchange: direct taxes may alike be

evied, exchange or no exchange — they may

be levied on producers, venders or non-venders.
The further a nation is advanced in the career ot
opulence, the fewer the articles produced by non.
venders. A main cause, as well as effect, of opu-
lence, as per Adam Smth, isdivision of labour:
—as this advances, fewer and fewer sorts of
things are done by the same hand ; till at last,
some one sort of thing excepted, there is nothing
that a man does not_find it cheaper to buy than
to make at home. This applies more particularly
to manufactures: in agriculture, the division is
stopped by a variety of causes, which for the
most part, though not in fofo, are insuperable.

France used to swarm, and swarms as much as
ever, with petty occupiers of land—proprietors or
not proprietors; who producing each of them the
greater part of what Re consumes, have the less
need, and the less ability, to purchase; and who,
accordingly, if they were not forced to pay direct
taxes, would scarcely pay anything.
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the article taxed, and go on using it as be-
fore: — an indirect effect is — to make him
cease to use it, to avoid the paying of the tax.
This indirect effect is the same as that of a
prohibitive law, — prohibiting the use of the
article, — viz. under a penalty equal to the
amount of the tax, So far as the one effect
takes place, the other does not. Commonly
they take place together, in proportions in-
finitely diversifiable.

In the way of probibition, a tax seldom falls
on the article taxed, so exclusively as might
be supposed. The prohibition falls—not
merely upon the article taxed, but upon what-
ever article each man can best spare. When
a fresh tax is imposed upon wine, a man who,
having been used to buy wine and books, is
fonder of wine than of books, reduces the
quantity, not so much of his wine, as of his
books. By a tax upon gin, many a man, in-
stead of being sobered, has been starved.

The best sort of indirect tax is that which,
by its effect in the character of a prohibition,
diminishes the consumption of an article the
use of which is pregnant with future misery,
— the dregs of the cup of present pleasure.
Such, above all, are the pabule of drunken-
ness. The fiscal, is in this case crowned by
a moral use.

The worst sort of indirect tax is that which,
in the character of a prohibition, lessens the
use of an article to which a man’s attachment
is apt not to be so great as it were to be
wished it were, considering what is the pro-
duce of it in the shape of permanent good,
over and above the evanescent pleasure. The
fiscal use is in this case clogged with an anti.
moral tendency. Books, especially of the in-
struetive kind, music, instruments of pastime
of all sorts, not to speak of public entertain-
ments — everything — morality is served by
everything of this nature that calls a man off
{from drunkenness.

The mischief done in the way of prohibition
by that species of direct tax which is imposed
upon produce, is frequently but too real, but
is apt to be exaggerated. Though my profit
would be greater if 1 had nobody to share it
with me, my having somebody to share it
with me, does not make me deny myself all
profit. Few men are so spiteful as to hate
others more than they love themselves: —
especially, the government, which is nobody,
quarrels with nobody, and protects every-
body. A man without a partnerhas the whole
profit to himself; — yet many men submit to
saddle themselves with partners. The govern-
ment which imposes proportional taxes on
produce, is a partner who furnishes protection,
though nothing else.

1 have elsewhere spoken of the best of all
financial resources, and the worst.} The best

+ See Escheat vice Tazation, Vol. IL. p. 554
and Protest against Law. Taxes, Vol. 11.p. 573.
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(supposing public opinion to admit of it,) as
well as the most copious, seems to be that
which gives to the public a share in property
become vacant by death, on failure of near
rvelations. The formation of counter-expec-
tations being prevented by pre-established
law, receipts from this source need not be
attended with that vexatious sense of prwa-
tion which is the inseparable accompaniment
of a tax,

The worst is that tax called direct or in-
direct, which, as often as it acts as a pro-
hibition, deprives a man of everything, by
depriving him of justice — the tax, I mean,
upon law proceedings, by which the poor, that
is, the bulk of the community — especially
the oppressed and afflicted part of it — are
put out of the protection of the law.

Abstractedly considered, the tax upon me-
dicine might be stated as still worse : — the
prohibition in this case bearing more imme-
diately and exclusively, as well as extensively,
upon health and life. But the tax is not apt
to be so heavy upon medicine as upon justice.
There are, moreover, hospitals and dispensa-
ries for the relief of the poor who want me-
dicine ; but there are none for the relief of
poor and helpless suitors who want justice.

Indirect and direct taxation are limited by
the patience of the people. The nre plus ultra
is variable and unascertainable, depending
upon events and the temper of the times,
Not knowing how soon it may arrive, govern-
ments are anxious to pay off debt— because,
in proportion as debt is paid off, taxes, by
which the interest is paid, may be taken off;
and being taken off, may in case of need be
laid on again. A tried tax will always be a
more secure dependence than an untried one.

In the case of indirect taxes, a common
notion considers the ratio of the tax to the
price of the article as limited to a mazimum ;
— limited, viz. by the effect of smuggling.
If the ratio be increased, it is supposed that
more will be lost by the quantity that escapes
the tax, than will be gained by the addition
to the amount of the tax on the quantity that
pays it. This notion, supposing it just, as
applied to the aggregate of taxable articles,
will be apt to be illusive, as applied to this
or that sort of article, considered by itself.
In respect of difficulty of evasion and faci-
hity of collection, the scale of variation is
stretched to a great latitude by the bulkiness
of the artiele, by the local circumstances of
the place at which the tax is collected, and
by a variety of circumstances. But other
causes of variation, and these very powerful
ones, are,—the organization of that part of the
financial system which concerns the mode of
collection ; — and thence the vigilance or re-
missness — the sufficiency or insufficiency in
number, and the probity or improbity of the
functionaries employed ; —the good or bad
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contrivance of the taxation laws, in respect
of the obligations imposed on the contribu-
tors for the prevention of evasion ; the ampli-
tude or scantiness, the good or bad choice
made, — of the powers given to the collectors
for the prevention of evasion; —and the
apposite or inapposite construction of the sys-
tem of judicial procedure on this subject, in-
cluding the rules of evidence.

The limits thus set to indirect taxation,
are set — not by the nature of things, but by
the imperfection of the laws. It is to this
imperfection that men are indebted for the
inequality and vexation attendant on direct
taxes, 1n comparison with indirect ones.

§ 3. Taxes — Effects on Production.

Taxes ought to have no other end than the
production of revenue, with aslight a burthen
as possible.* When it is attempted to employ
them as indirect means of encouragement or
discouragement for any particular species of
industry, government, as we have already
seen, only succeeds in deranging the natural
course of trade, and in giving it a less ad-
vantageous direction.

The effects of particular taxes may appear
very complicated and difficult to trace. By
considering the subject in a general point of
view, and distinguishing the permanent from
the temporary effects of taxes, this complexity
will be disentangled, and the difficulty dis-
appear.

First question : What are the effects of a
tax imposed by a foreign nation upon the ar-
ticles of our manufacture ?

Permanent consequences : — 1. If the ex-
portation be not diminished, the tax makes
no difference with respeet to us: it is only
paid by the consumers in the state which im-
poses the tax.

2. If the exportation be diminished, the
capital which was employed in this branch of
manufacture withdraws itself and passes into
others.

Temporary consequences : — This aiminu-
tion of exportation occasions a propo:tional
distress among the individuals interested in
this species of industry. The workmen lose
their occupations ; they are obliged to under-
take labours to which they are unaccustomed,
and which yield them less. Asto the master
manufacturer, a part of his fixed capital is
rendered useless; he loses his profits in pro.
portion as the manufacture iz reduced.

Second question : What are the effects of a
tax imposed by ourselves, upon the manufac-
tures we ourselves consume ?

Permanent consequences: — 1, If the con-

* 'This principle may admit some exceptions,
but they are very rare: for example, a tax may
be imposed upon intoxicating liquors, with the
design of diminishing their consumption by in-
creasing their price.



Cu. V.3

sumption be not diminisheds no other diffe-
rence is produced than the disadvantage of
the tax to the consamer, and a proportional
advantage for the public.

2. If the consumption be diminished, indi-
viduals are deprived of that portion of hap-
piness which consisted in the use of this
particular article of enjoyment.

3. Capital, in this as in the preceding ease,
retires from this branch, and passes into
others,

Temporary consequences: — If the con-
sumption be not diminished, the tax makes
no difference : if it be diminished, similar
distress, in proportion, as in the case above.

Third question : What are the consequences
of a taxr wmposed by ourselves, upon the ma-
nyfuctures of our own country consumed by
Joreigners ¢

Permanent consequences: — 1. Whilst the
consumption is not diminished, the operation
produces so much clear gain for us. The
burthen of the tax is borne by the foreigner,
and the profit is reaped by ourselves,

If the consumption be diminished, the ca-
pital which loses this employment passes into
others.

Temporary consequences: — Consumption
not diminished, no difference to us: con-
sumption dimnished, similar distress in pro-
portion, as in the former cases.

It results from hence, that the permanent
effects of these taxes are always of little im-
portance as to commerce in general; and that
their temporary effects are evil in proportion
to the diminution of the consumption. The
evil is greater or less, according as it is more
or less easy to transfer capital and labour from
one branch of industry to another.

The least hurtful of these taxes are those
which bear upon our own productions con-
sumed by foreigners. If the same quantity be
exported after the tax as before, so far from
being prejudicial, it yields us a clear benefit :
it is a tribute levied upon them precisely as
if it were raised out of the bowels of the
earth,

The tax imposed by us upon foreign im-
portations is paid by ourselves, and burthen-
some as any other tax would be to the same
amount. If the consumption be not dimj-
nished, it would be better that the tax upon
this article should be imposed by us, that we
might profit by it, rather than by the country
which produced it, and which would then
enjoy the benefit.

A nation which has a natural monopoly of
an article necessary to foreigners, has a natu-
ral means of taxing them for its own profit.
Let us take tin for an example : England is
the only country which has mines of this
metal — at least, all others are too inconside-
rable to satisfy the demand. England might
therefore lay a considerable tax upon the ex-
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portation of tin, without danger of smuggling,
because it might be levied at the mine, or at
the foundry. France could not impose an
equal tax, because it would give too great an
allurement to the smugglers,

These principles are easy of application to
commercial treaties. Everything whichis per-
manent, whether it be called encouragement
or discouragement, has but little effect upon
trade and commerce in general; since trade
and commerce are always governed by the
capital which can be employed on them. But
international precautions may be taken for
the prevention of rapid chunges, from which
temporary distresses result. Let every nation
make a sacrifice by refusing to impose taxes,
or to augment them, upon articles of its own
exportation: every nation would then re-
ceive indemnification by a reciprocal sacrifice.
Commerce would thus acquire stability; and
that petty fiscal warfare would no longer be
carried on, which produces a dangerous irri-
tation among the people, always greatly dis-
proportioned to the importance of the object.

The object of the first chapter of the com-
mercial code ought to be to show the reci-
procity of international interests, to prove
that there is no impropriety, during the con-
tmuance of peace, in favouring the opulence
of foreigners — no merit in opposing it.

It may happen to be a misfortune that our
neighbour is rich: it is certainly one that he
be poor. If he berich, we may have reason
to fear him; if he be poor, he has little or
unothing to sell to, or to buy of, us.

But that he should become an abject of
dread by reason of an increase in riches, it is
necessary that this prosperity should be his
alone, He will have no advantage, if our
wealth has made the same progress as his
own, or if this progress has taken place in
other nations equally well disposed with our-
selves to repress him,

Jealousies against rich nations are only
founded upon mistakes and misunderstand-
ings: it is with these nations that the most
profitable commerce is carried on; it is from
these that the returns are the most abundant,
the most rapid, and the most certain,

Great capitals produce the greatest divi-
sion of labour, the most perfect machines, the
most active competition among the mer-
chants, the most extended credits, and con-
sequently the lowest prices. Each nation, in
receiving from the richest everything which
it furnishes, at the lowest rate and of the
best quality, would be able to devote its ca-
pital exclusively to the most advantageous
branches of industry,

Wherefore do governments give so marked
a preference to export frade ?

1. It is this branch which exhibits itself
with the greatest show and eclat: it is this
which is most under the eyes of the gover-



80

nors, and which therefore most strongly ex-
cites their attention.

2. This commeree more particularly ap-
pears to them as their work: they imagine
they are creators; and inaction appears to
them a species of impotence.

All these pretensions fall before the prin-
ciple, that production is subordinate to capi-
tal. These new branches of trade, these
remote establishments, these costly encou-
ragements, produce no new creations; it is
only a new employment of a part of one and
the same capital which was not idle before.
It is a new service, which is performed at the
expense of the old. The sap which by this
operation is strained through a new branch
being diverted from another, gives a different
product, but not an increase of produce.

CHAPTER VL

OPERATION OF A £INKING FUND ON THE
PRODUCTION OF WEALTH.

THE establishment of an effective and undi-
vertible sinking fund, has been productive of
effects in respect of increase of wealth, such
as (to jndge from any indications I have met
with) had not presented themselves to those
by whom the plan was adopted, or by any of
those by whom it had been proposed.

Money borrowed for and applied to war
expenses, is so much taken from productive
capital and growing wealth. Money employed
in discharge of such debt (whether by paying
it off at par, or by buying it in, at an under
price,) is so much given to productive capital
and growing wealth.

If in a season of reimbursement, viz. peace,
the space of time employed in the discharge
of the debt were no longer than the space of
time employed in the contraciing of it, and
the money employed in the reimbursement
were no greater than the money borrowed,
the quantity added to wealth would be equal
to the quantity taken from it, bating only the
loss of the interest at compound interest upon
the several years’ instalments during the ex-.
penditure of it: as, if ten millions were bor-
rowed every year for four years of war, and
ten millions were paid off every year for the
four sueceeding years, being years of peace,
there would be forty millions taken from
wealth, forty millions added to wealth: but
to put the nation into the same plight in re-
spect of wealth, as if there had been no money
raised for the war, it would require the inte.
rest of the first years’ ten millions for the
four years, plus that of the second for the
three years, plus that of the third for the two
years, plus that of the fourth for one year,
supposing the whole debt to be paid off at
once on the first day of the year of peace; and
as by the supposition it would be paid off not
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80, but by instalments as above, this would
require a further addition on the score of the
correspondent retardations.

On this supposition, it is evident that a
nation could never be put by reimbursement
in a plight exactly as good as what it would
have been in had there been no borrowing
for unproductive purposes.

But, in point of fact, a circumstance at-
tending the borrowing system is, that the
money paid and given to productive ecapital
at the period of reimbursement, is upon the
whole considerably greater than the money
borrowed and spent, and taken from produc-
tive capital at the period of expenditure.
When money is borrowed in three per cents.
at six per cent., that is, when for every £100
borrowed of the individual, government gives
him a nominal capital of £200 stock, each
£100 carrying an annuity of three per cent.,
to discharge this annuity of £6 in the way
of paying off (buying in under par being sup-
posed out of the question,) £200 must at the
time of reimbursement be put into his hands,

In the course of the late wars, greater in.
terest than this has actually been given by
the Buritish government. If, then, the circum-
stance of time were laid out of the account,
the consequence would be, that in so far as
mere wealth were concerned, a nation with a
fixed sinking fund might be — and, in a word,
that Britain would be, a gainer bya war to a
very considerable degree. If, for example,
in the first year of a war, ten millions were
borrowed on these terms, and on the first day
of the second year, being a year of peace, the
money borrowed were repaid at par, for which,
on the above terms, twenty millions would
be necessary, the gain to wealth would be
ten millions, minus a year’s interest upon ten
millions.

The above supposition is given only for illus-
tration; for, as everybody knows, neither is
money on the first year of a war borrowed on
terms of such disadvantage, nor is it so soon
repaid.

It may, however, serve to show thus much,
viz. that the more disadvantageous the terms
are on which money is borrowed, the greater
is the restitution made to wealth.

This would not, in my view of the matter,
be any recommendation of war, or borrowing
for that or other purposes upon disadvan-
tageous terms; because comfort, including
security, is the immediate and only direct
object in any estimate with me — and wealth
only in so far as it contributes to comfort,
which, without due provision made for secu-
rity, it cannot do.

But in a view of the matter, which to me
appears much more common than my own,
this consideration should be a very important
one, and should go a great way towards re-
conciling men to war and bad bargains,



Cu. VL]

The answer to it is, that if it be wealth
future wealth, you want, and you are willing
to pay the price for it in present comfort, you
have no reason to seek for it through any
such disadvantageous measure as that of war:
raise the money, and instead of spending it in
war, spend it in any other way, — you will
have still more wealth.

If this be just, it will enable us the more
clearly to appreciate two opinions which have
been advanced on the subject of national
debts.

One is, that a national debt is, to the whole
amount of it, or at any rate to a certain part
of it, not a defalcation, but an addition to the
mass of wealth.

The other is, that admitting the debt to
be a defalcation from the mass of national
wealth, yet the discharge of it would be, not
an addition to that mass, but a defalcation
from it.

Both these opinions have had their parti-
sans; for in the whole field of national eco-
nomy, there is not a proposition, how clear
soever, the contrary of which has not had
its partisans,

As to the first opinion, one way in which
it is maintained is, by looking exclusively to
one side of the account — by looking at the
income coming in to the annuitants, and not
looking at the income going out of the hands
of those by whose contributions the money
for the payment of these annuities is sup-
plied.

Another way is, by imagining the existence
of a capital equal to the capital borrowed and
received by government in exchange for the
annuities granted — borrowed, and spent as
fast as it is borrowed, not to say faster still.
This being a new capital created, goes, ac-
cording to the reckoning of these politicians,
in addition to whatever may have been the
amount of the old one.

This notion appears to have had for its
ground and efficient cause, the language used
by the man of finance and the man of law,
in describing transactions of this nature. Can
a thing have been created, and yet never have
existed ? Fiction is the parent of confusion
and error in all its shapes. False conception
generates false language : false language fixes
false conceptions, and renders them prolific
and immortal. Such as opinions have been,
such is language : such as language is, will
opinions be.

Would not the nation be the poorer, if a
sponge were passed over the national debt?
Would not there be so much property de-
stroyed? Not an atom more than would be
produced at the same instant. Would not the
nation be less wealthy? No: not, at least
at the instant of the change. Would it be
less happy ? Yes: wretched in the extreme.
Soon after, would it be less wealthy ? Yes:
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to & frightful degree, by reason of the shock
given to security in respect to property, and
the confusion that would ensue. Thirty mil-
lions a-year that used to be received by an-
nuitants, no longer received — thirty millions
a-year that used to be paid in taxes by all
classes, and all individuals together, for the
payment of those annuitants, no longer paid.
National wealth would no more be diminished
by the sponge, than it is when a handkerchief
is transferred from the pocket of & passenger
to the pocket of a thief. Sum for sum, how-
ever, the enjoyment produced by gain is not
equal to the suffering produced by loss. In
this difference, traced through all its conse-
quences, lies the mischief, and the sole mis-
chief, of bankruptcy or of theft.

Annuities paid by government are paid
with a degree of regularity (not to speak of
certainty) which would in vain be looked
for to any extent in annuities paid out of par-
ticular funds by individual bands. Inthe loss
of this species and degree of convenicnce,
consists the whole of the loss that would be
incurred by the complete discharge of the
national debt. This convenience is certainly
worth something in the scale of wealth; but
it can scarcely be considered as any real tan-
gible addition to the mass of those tangible
things, of the mass of which the matter of
wealth is composed. There is also incon-
venience attending the payment of taxes —
(those taxes by the produce of which the
matter of these annuities is supplied) —an
inconvenience superadded to that which con-
sists merely in the privation attendant on the
parting with the money paid in taxes.

On this convenience attending the receipt
of the annuity, is grounded another conves
nience in respect of the facility attending the
purchase and the sale of it — attending the
process of converting capital into income, and
reconverting income into capital, when capi-
tal happens again to be the thing wanted.

As to the ground of the other opinion —
it appears to be, that if the money taken in
taxes, to be applied in discharge of the debt,
had not been so taken, but had been left in
the pockets of those to whom it belonged,
it would have been spent by them, each in his
own way, and by that expenditure an addition
would have been made to the mass of national
wealth — but net so if applied in discharge
of debt. But the fact is, that whatever is so
applied is given, received, and employed; —
the whole of it in the shape of capital;—
whereas, had it been left with the parties by
whom it is paid in taxes, it would bave been
employed, more or less of it, as income is
employed, when it is said to be spent, without
return or hope of return. What the propor-
tion may amount to between the pari spent
as income, and the part employed as eapital,
and thereby employed in making a growing
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addition to the mass of national wealth, will
be considered presently. For the present, it
is something, not to say sufficient, that in
the one case it is only a part that is employed
in making an addition to the mass of wealth,
and in the other case the whole.

The support given to this opinion is given
in two ways. One is, by thinking nothing of
what becomes of the money taken in taxes,
and made over to the annuitants in discharge
pro tanto of the national debt, but consider-
ing it as annihilated or thrown away.

The other is, by considering the labour
paid for by the money when spent by the
proprietor, instead of being taken from him
in taxes, as being employed, all of it, in the
shape of pecuniary capital, in making a cor-
respondent addition to real capital — just
as would have really been the case with the
labour paid for by that money, had it been
been made over to annuitants in discharge
of so much debt.

That a part of it would really have been so
employed, does not admit of doubt: — the
etror consists in considering what is true only
of this part, as if it were true of the whole.
Let us observe the difference between this
part and the whole.

Admitting an inerease of wealth, and that
a gradual and regular one, the productive ca-
pital of the country, taken together with the
growing mass of consumed and reproduced
wealth continually produced by it, must be
considered as increasing at compound inte-
rest. The rate of interest can scarcely be
taken as so high as 2 per cent.; for at 2 per
cent. compound upon the capital, whatever it
may amount to in any year, the quantity of it
would be rather more than doubled in thirty-
five and a half years. The most sanguine
estimator will not, I imagine, regard the in-
crease of national wealth to have been, even
for the last thirty-five years, increasing at
nearly so rapid a rate. If the quantity and
value of productive capital have gone on in-
creasing at this rate, the quantity of growing
income must have gone on increasing at the
same rate; since it is only from the income
of that or the preceding year, that the addi-
tion made to the capital of any year can be
made. If the quantity of growing income have
gone on increasing at this rate, the mass of
population must bave gone on increasing at
the same rate, save and except in so far as an
increase has taken place in the degree of re-
iative opulence, ¢. e. so far as an average indi-
vidual of the posterior period has been richer
than an average individual at an anterior pe-
riod-—so far as wealth has gone on increasing
faster than population. That wealth has gone
on increasing faster than population, is what I
should expect to find to be the case; but that
the increase should be anything like as much
as double, i, ¢. half as much again, seems too

MANUAL OF POLITICAL ECONOMY.

[Cu. VIL

much to believe. The half, or thereabouts,
of the aggregate wealth, will be that which is
shared among individuals of the poorest class:
~—and in the case of that class, the wealth of
an average individual appears, within the pe-
riod in question, o have rather diminished
than increased.

1 take therefore two per cent. for the rate
of accumulation—not as the true rate, but for
a rate which, though considerably too high, is
near enough to the true rate to answer the
purpose of illustration. Taking, then, 20 per
cent. as the gross ratio of the real income pro-
duced by that real capital, to the real capital
by the employment of which it is produced,—
this two per cent. would constitute one-tenth
part of the gross income: — and the part out
of income added to capital every year is one-
tenth part of the whole mass, of which the
other nine parts are partly consumed for main-
tenance, partly employed in keeping up the
real capital in statu quo; that is, in a condition
to give birth to the same quantity of real in-
come in each subsequent as in each preceding
year.

The whole income, then, of an average in-
dividual, may for this purpose be considered
as divided into ten parts:—of which nine
parts go for present maintenance, added to
the expense of providing for reproduction
without decrease or increase, and the other
tenth to positive increase.

This being the case with the whole income
of the average individual, the same division
in idea may be made of any part of that in-
come ; and, for instance, of that part which he
is made to pay in taxes: if he had bad none
of it to pay in taxes, one-tenth is the part
which would have been employed by him in
making a net addition to the capital, and
thence to the growing wealth of the country,
as above.

On this supposition, the addition made to
wealth by a million taken from national in-
come by taxes, and employed in the discharge
of the national debt, is to the addition that
would be made to it by the same million if
left in the pockets of those to whom it comes
in the shape of income, and left to be em-
ployed by them, each in his own way, as ten
to one. I say, for illustration, as ten to
one; but twenty to one is the proportion I
should expect to find come nearest to the
truth.

CHAPTER VIL
NOSCENDA.

Noscenda :* by this term I understand those
matters of fact, forming the subject of the

* Of noscenda, the most instructive indication
1 know of is that given by M. Necker, Admin.
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science, termed statistics ; —including data*
and danda, between which the field of nos-
cenda is divided, in portions which of course
would be found different as yet in each com-
munity, and in each portion of time.

Statistical matter being food for curiosity,
many derive amusement from the perusal of
it—some, consequently, a profit from the fur-
nishing of it. On this account, so far as
depends upon inclination, the operation of fur-
mshing it belongs constantly, and, so far as
depends upon knowledge and power, occasion-
ally, to the head of sponte acte: —agendum,
therefore, on the part of government, the
completion of the requisite stock of know-
ledge and power, by furnishing the data to
individuals, or even collecting them itself,
whensoever that operation can be performed
without preponderant vexation and expense.
In every walk of life, public and private, —
public more especially,——publicity—publicity
—1is the best guardian of virtue.

The collection and publication of statis-
tical facts being attended with expense, no
institution should be set on foot for the fur-
nishing any such articles, without a previous
indication of the benefit derivable from such
knowledge, and a conviction that it will pay
for the expense. The expense necessary for
one purpose, may however be sufficient for
the accomphishment of many purposes.

The following are among the subjects on
whichthe aid of government appears desirable
in collecting the facts: —

1. Forensic steps, documents and costs, 7. e.
the steps taken.—the documents exhibited,
in each cause, with the expenses regularly
attendant upon each.

Uses to the administrator, the judge: — 1.
Showing the ground afforded for each suc-
cessive step and document by the several
preceding ones ; 2. Costs to be stated, —that
in each instance, so far as justice reguires,
and ability extends, the burthen may be
thrown upon the party in the wrong.

Uses to the legislator:— 1. By the opera-
tion of publicity, check upon mjustice, as well
collateral as direct, on the part of the judge;
—2. In the way of instruction,—view of the
price paid for direct justice, in the shape of
collateral, and in some degree unavoidable in-
Jjustice; viz.in the triple shape of vexation
pecuniary expense, and delay, — paid in each
case individually, and thence in each class of
causes collectively,—the causes being for this
purpose divided into classes ; — 3. Ultimate

des Finances, - but without reference to parti-
cular uses as determined by particular agenda or
non-agenda.

® The most instructive body of data the world
has yet seen, is that furnished during Mr, Pitt’s
administration, principally by the House of Com-
mons’ Committee of Finance, of which the pre-
tonded reimpression is but a matilated extract.
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use to the legislator—and the public, reducing
continually, snd finally keeping to its mini-
mum, by suecessive improvements, the quan-
tity of injustice in both shapes, collateral as
well as direct.t

The expense of registration will be amply
paid for, by the first of the uses to the legis-
lator, added to the two uses to the judge.
The expense of publicat:on might be much
reduced, as well as the utility in the way of
instruction increased, by throwing the matter
into a tabular form, abridged in bulk, and di-
gested under heads.

I1I. Births, marriages, and deaths.}

Use to the judge :— Use of the several
documents in the character of evidences con-
stituting the basis of the most important,
because most extensive, class of rights and
obligations — rights of property derived from
succession — rights and obligations of various
sorts derived from condition in life.

Use to the legislator : — Indications of the
state of population, —increasing, stationary,
or declining ; — thence, in case of check or
decline, general or local, indication of the
extent of the causes and the remedies; in-
dications of the amount of profit and loss by
war, — loss real in every case —net profit,
seldom more than ideal (wealth taken inte
the account,) from the most successful war.

In every line of management, private or
public, a necessary guardian to good economy
is good book-keeping.

Mode of publication abridged, digested, and
tabular, as above.

To the ecclesiastical function, wherever
established, the business of registering and
transmitting noscende of this class (not to
speak of others) seems a natural appendage.
How can the shepherd feed his flock, if he
know them not ?—how know them, if he
cannot number them ?

1I1. Contracts of all sorts; viz. suchas by
their importance are worth registering. Mode
of registration, in some cases, transcription;
— in others, abbreviation— in others, sim-
ple mention of existence.

Use to the administrator, the judge :— Uses
of these documents in the character of evi-
dences, as above.

Uses to another sort of administrator —
the collector of the revenue —in the case
where documents of this sort have been taken
for the subject of taxation: 1. Check to

+ In this line, an interesting example has been
lately set by the Danish 5ove’mmen on the occa-~
sion of the tribunals lately instituted under some
such name as that of Reconciliation Offices. I
speak of the design: materials for judging of
tge execution have not reached me.

+ By b6 &7, W. 1V, c. 86, a general register
of births, marriages, and deaths, was established
in England, A similar measure for Scotland has
been before Parliament, but hasnot yet ( Octeber

1838) passed.— Ed.
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fraud on the part of the intended contributor;
2. Check to pecculation and negligence on
the part of the sub-collectors.

Uses toindividuals at large: —1. Preven-
tion of fraud by forgery— whether in the way
of fabrication or alteration; 2. In the case
of contracts of conveyance, viz. of specific
articles of immoveable property inter vivos,
prevention of fraud, viz. of fraud commissible
by the repeated sale of the same article to
different purchasers.

Uses to the legislator :— Various, according
to the nature of the contract. Examples: —
1. For the purpose of finance, see above, uses
to the collector of the revenue ; — 2. In the
case of contracts circulating as money, and
constituting a species of paper money, —view
of the quantity of it, in comparison with the
quantity of metallic money; thence of its in-
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fluence on the aggregate prices of goods, and
on public, or say rather general, credit; i. e.
view of the al depreciation of money, and
the danger of general bankruptcy ;—3. View
of the state of the nation in respect of im-
provement — progressive, stationary, or de-
clining—in the several lines of action which
constitute the subject of the several classes
of contracts, and the number of contracts of
each sort entered into within a given period
of time, compared with the several preceding
periods of the same length.

Mode of publication, — abridged, digested,
and tabular, as above. In the case of such
contracts as are considered as proper to be
kept secret, the publication may extend to all
points but the particular ones in respect of
which the secrecy is required ; and aggregate
quantities may be given at any rate
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PREFACE.

Corrrct views of the changes which it is
desirable to introduce into our present plan
of commereial policy, do not appear to the
writer to have been in all respects well con-
densed, or satisfactorily developed; and be
was not a little gratified, when the ill-judged
decree of the Spanish Cortes, dated in July
last, induced his venerable friend Mr. Ben-
tham, whose profound and discerning mind
had been for some time directed to the inte-
resting events of the Peninsula, to record
his opinions of that baneful anti-commercial
system which has too long blinded the eyes
and contracted the habits and feelings of so
large a portion of society.

It will not be the least, though it has been
one of the latest, practical lessons which has
been taught us, — and taught us, too, by that
best of instructors, suffering experience, —
that no system of commercial policy can he
ultimately beneficial, which is reared upon
the selfish principle alone. To sacrifice the
interests of the dependent many tothe ambi-
tion or the avarice of the privileged few
to build a theory of successful scheming on
the mere usurpations of fraud or violence —
to make the pursuits and the profits of com-
merce depend on the intolerant dictation of
military or of naval power, without any re-
ference 10 the wants ot wishes or interests of
those concerned, — would seem, if now for
the first time projected, as idle in the coun-
ception, as impracticable in the execution.
Yet such a system has been but too long in
vogue. Flattering to our but too prevalent
feeling of national pride, this system (in de-
fiance of the henign counsel of the moralist)
has made us deem it excellent, because we
have the strength of a giant, * to use it like
a giant.” Almost necessary, perhaps, to a
constantly drained treasury, it has ever re-
fused to sacrifice a penny in possession to
obtain a pound in reversion. It has retained
the salt-duties, by which millions are lost,
because through them thousands are gained ;*
it has, for the miserable produce of a tax on
wool (miserable even in calculation, and how
much more so in the result!) driven us from
some of the most important sources of com-
mercial profit, and abandoned large classes
of industrious hands tu hopelessness and the
poor-laws. We have too long and lamentably
been pursuing our path of error. Retract,
return we must, sooner or later ; and to-mor-
row we shall retract with a worse grace, and
with a greater bulk of suffering, than to-day.

® The salt duties were repealed in 1823, —
Editor,

Spain is a country which possesses immense
mines of agricultural wealth, and offers in
cousequence the strongest motives for the
direction of her capital to agricultural im-
provement ; since it might be so employed
in the perfect security of a profitable and a
prompt return: while, on the other haud,
this new commercial system will as certainly
prove calamitous as a better system might be
beneficial. To Spain, it must be confessed,
having little of that fictitious influence which
has too often succeeded in compelling nations
to unwarrantable self-sacrifices, that system
will be more fatal than it has been to Eng-
land. But the system is radically bad : it 1s
bad everywhere. It is a poison that may act
differently upon different subjeets: its pro-
gress may be concealed, may be delayed ; it
is poison still, — and it is deadly.

The writer had originally mtended the re-
organization of the following pages, by keep-
ing the case of Spain entirely out of view:
but he found every attempt to increase, by
any arrangement of his own, the effect Le
seeks to produce, frustrated by the constantly
recurring conviction, that that effect would
be most assuredly produced by allowing the
Spanish decree still to occupy a prominent
place. That decree is a fair specimen of the
anti-commereial spirit. It does not go quite
so far as some of our sweeping prohibitions
- prohibitions made in all the wantonness
of uncalculating arrogance : but it goes far
enough for our arguments; and for anything
beyond it, fewer arguments would of course
suffice.

The writer cannot, however, in this place
forbear expressing his astonishment at the
reproaches and indignation with which, he is
given to understand, the decree of the Cor-
tes, which prohibits so many British manu-
factures, has been received in different parts
of this country. Spain will punish herself
— is punishing herself but too severely — by
her erroneous policy ; and interested as is the
writer in the well-being of that country —
the witness as he has been of so much of her
suffering, and so much of her glory — bound
by strong ties of personal affection to many
of the illustrious actors in the late moment-
ous and exhilarating changes, — he feels, and
powerfully feels, disappointment and regret
that herlegislators should have committed an
error so fatal: but he may be allowed to ask,
on what plea of honesty or consistency can

England object, who so inexorably shuts her
i ports to the manufactured produce of foreign
[ hands ? aye, cven of those of her own sub-
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jects — of her own colonies! 1Is it for us,
forsooth, to complain that high duties or se-
vere interdictions prohibit the circulation of
our fabrics, while the cheap linens of Russia,
the fine ones of Germany, the cambrics of
France, the earpets of Turkey;- the cottons
of India, and the silks of China, implore an
admission to our markets, with all the claims
of superior cheapness and superior excellence,
and are met with a stern unyielding No?*
‘We imagine — complacent souls !—that other
countries will give a welcome to the works
of our looms, because we offer them so honest
an equivalent — the prohibition of everything
produced by theirs, Their wool and their
fruit, their oil and wine, their drugs and dye-
woods, we will receive from them in our
abundant generosity, as we are not able to
produce them. But what right have we to
complain, if they copy the example we have
given them, and sullenly turn our manufac-
tures away? They show bow they value, and
how well they can apply, the good lessons
we have given them. We would persuade
them, perhaps, that it is for their interest to
take our goods: they are cheaper, better —
nothing more reasonable. But, in common
justice, if they have a word to say to us on
that score in favour of their own, let us, pray
let us listen to them. Shall our answer be —
No, never?

It would tend greatly to facilitate the fair
consideration of this most important question,
if, in reckoning up the sources of national
wealth, we were more accustomed to gene-
ralize, and less prone to draw a broad line of
demarcation between commercial and agri-
cultural interest. The prosperity of a nation
is to be judged of from its aggregate produc-
tions; and in our general relations, if the
commercial and the agricultural representa-
tives of wealth be as two to two, and if by
any changes they should fluctuate in the pro-
portions of three and one on either side, the
sum total of benefit remains the same. Such
great fluctuations are no doubt calamitous in
their progress, and can only take place where
an excessive momentum is given by the ap-
plication or removal of restrictive orimpelling
measures, from that ever-eager disposition to
patch up temporary evils by permanent legis-
1atorial enactments : but the habit of looking
at different sources of riches and strength
with an exclusive and narrow vision, has im-
pelled men to the most fatal conclusions, and
led in a thousand instances to the most mis-
chievous of all attempts; to apply apparent
remedies to the necessities of separate inte-
rests, without any reference to their con-
nexion with or proportion to the common,
the universal interest.

* It is mere quibbling to say that these or any
of them may be intro(fuced, when extravagant
duties bar their introduction.
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Satisfactory it is, however, to observe the
rapid progress which sound notions of com-
wmercial policy have made in the world; and
it is peculiarly satisfactory to notice their
prevalence in those high quarters from whence
(if at all) relief must ultimately come. The
generally correct views which have been
developed in the recorded opinions of the
President of the Board of Trade ; the acknow-
ledgment from the lips of Ministers, that
many and grievous evils have resulted from
the present system ; the reports of the Select
Committee of the House of Commons ; the
representations of the merchants of the me-
tropolis, which have been re-echoed by the
intelligent merchants of the outports, and
which have found a concordant voice even
on the other side of the Atlantic; everything
gives room to hope that most importans
changes must soon and certainly be intro-
duced,

It has generally been the fate of those who
have pointed out the errors, defects, and dan-
gers, of any long-established institutions, to
be met with the taunting defiance—* Give us
something better;” and though there has been
generally more art than honesty in such an
evasion, 1t has too often produced the intended
effect, by turning men away from the honest
effort at melioration which would be neces~
sarily called into action by a conviction of
the mistakes of the existing system. On this
question, however, that which nations have
most earnestly to entreat from governments
is, that the latter would cease to honour them
with any officious interference: ¢ Their ten-
der mercies,” however well intended, ¢ are
cruel.” The best boon they can give is to let
the stream of commerce How as it will: its
tide is strong enough to bear away all impe-
diments; and governments are but too much
the victims of self-deception, when they ima-
gine that their decrees of prohibition or of
encouragement do really produce the effects
they contemplate. Those decrees are erected
against and opposed to the natural tendency
of things, and are in the end as absurd and as
ineffective as it would be to direct the winds
by an order in council, or to manage the tides
by act of parliament. The evils of such in-
terference are produced, uncontroulably pro-
duced, — they attach necessarily and invari-
ably to it; but the good intended is not of
such a character that it can be condensed into
a cornucopia, whose tangible riches are to be
distributed or withheld at the eaprice of those
who fancy themselves privileged to grant or
to deny them.

In making these observations, let it not be
imagined that the writer deems it practicable
or desirable, by any one measure, violently
and suddenly to shake and overthrow the
now established commercial fabric. He would
bave the great principle of the freedom of
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commerce recognised by some public act, and
by degrees, but as soon as may be, everything
brought into that great principle. In many
branches of commerce, the transit would be
easy: with these we might begin, and step
by step trace back the mistaken road.

And finally, let it not be forgotten, as a
motive for reverting to a better system, that
England no longer possesses the physical
power of enforcing submission to her desires,
when those decrees are friendly to nations
whoselocal circumstances formerly made them
so much dependent on the protection or for-
bearance of our government, OQur ships can-
not now blockade their ports, nor assume the
exclusive right of conveying to them the fo-
reign commodities they need. They are no
longer compelled to receive their supplies
from our warehouses; nor is that state of
things likely to return. Franklin spoke like
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a practical philosopher, when he said that the
best plan of policy would be to make England
one free port. With her immense resources,
of mind, of wealth, of industry -— with every-
thing, indeed, which can contribute to her
commercial superiority — could she be spared
the interference of those who, intending per-
haps to protect, manage constantly to wound
and injure her, what might she not become ?

Of the following tract, everything that is
empbhatic in its style, or irresistible in its rea-
sonings, belongs to its distinguished author.
He has seized on, and applied with singular
felicity and energy, all the great bearings of
this interesting and important subject; and
the writer has only ventured to blend with
the original matter a few practical and local
observations which have come under his per-
sonal cognizance.

OBSERVATIONS, &c.

SECTION L
NATURE OF THE PROHIBITORY SYSTEM.

Jusrasthe period was expiring, beyond which,
according to the Spanish constitution, the
Cortes had no power to continue their sit-
tings — at a moment when affairs the most
urgent, and interests the most important,
necessarily distracted and divided their atten-
tion — the outline of a law was precipitated
through its several stages, prohibiting manu-
factured woollens, cottons, linens, and silks,
and attaching bheavy duties to the introduc-
tion of many other manufactured articles,*
So hurried was this measure, that its details
were obliged to be referred to the finance
minister ; and 80 unexpected, that all the
correspondence which communicated to this
country the first news of the decree, breathed
nothing but surprise or disappointment, re-
gret or anger. Yet there can be no doubt the
real, as the averred object was, to give encou-
ragement and increase to the manufacturing
branch of national industry, by compelling

* This injudicious and baneful decree is sin-
(é'nhxlarly illustrative of the extreme absurdity of
at part of the constitution which only allows
the Cortes to sit for three, or at most four months
:}lf tk:le‘ vear. Whetber they have li:ltl\e or much to
o, they are compelled to e same time
about it. They are to be t:;np loy” an able Por-
tuguese Journalist observes, hike babies, who
wmust be put to bed at a fixed hour whether they
are sleepy or not.

The writer takes it for granted that the decree
exists, neither he, nor any individual he
has seen, is able to speak to the fact of its publi-
cation,

the employment of home productions, in lieu
of those which Spain had been accustomed to
receive from other manufacturing countries.
It was certainly not intended to do wischief
to those countries, either by interfering with
their trade, by lessening their wealth, or by
exciting their feelings of hostility. It was,
indeed, neither more nor less than an appli-
cation of the system of factitious encourage-
ment of the domestic production in the indi«
rect mode; thatis, by discouragement applhed
to the same articles when produced by foreign
countries,

The expediency of such a measure may
be conveniently considered in two points of
view: — the general, in its application to all
countries; the particular, as especially affect-
ing Spain.

It may be laid down as a universal maxim,
that the system of commercial restriction is
always either useless or mischievous ; or rather
mischievous in every case, in a less degree,
or in a greater degree. In the judgment of
the purchaser, or the consumer, the goods
discouraged must be either better than those
which are protected, or not: if not better
(of course better for a fixed equivalent,) they
will not be bought, even though no prohibition
exist: here then is usefulness, or mischief in
the lesser degree. But the case, and the only
probable case, in which the fictitious encou-
ragement will be applied, is that where the
goods excluded are better, or in other words
cheaper, than those sought to be protected:
here is unqualified mischief, mischief in the
greater degree,
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It may be desirable here to explain that the
word better, when used, means better at the
same price—4. e. cheaper. Priceis, in truth, a
more convenient standard, because an unfluc-
tuatingand determinate standard ; quality not.
Better, means, then, that in the opinions of
the purchasers or the consumers, the article is
more advantageous, or more agreeable; and
it is better in the proportion in which it is
more advantageous or agreeable,

This premised, we proceed more satisfac-
torily to consider the results of a prohibitory
law of this sort in all the points of view of
which it is susceptible.

When, in the view of favouring home
commodities, a prohibition inbibiting the
introduction of foreign rival commodities is
obtained, that prohibition is either obeyed
or disobeyed : obeyed, if the home article be
purchased instead of the foreign one, or if
neither the one nor the other be purchased;
disobeyed, if instead of the home article, the
foreign one be purchased. In the case of such
prohibition, obedience takes place in some in-
stances ; disobedience in other instances.

Case I. The prohibition obeyed, and the
purpose answered, by the purchase and use of
the home article instead of the rival foreign
article.—The price paid for the home article
is greater than would have been paid for the
rival foreign article, had the probibition not
existed; if not, the prohibition would be
without an objeet. What, then, is the result
to the consumer? The difference between the
one price and the other; the injury or loss
which he sustains, is equivalent to the impo-
sition of a tax of the same amount,

But the pocket into which the produce of
this sort of tax goes, whose is it? that of the
public? No! but that of the individual pro-
ducer of the article thus taxed. To the peo-
ple at large, without diminishing the amount
of other taxes, the effect is no other — the
benefit no greater, than that of a tax to the
same amount would be, if, instead of being
conveyed into the national treasury, it were
pocketed by the individual collectors.

If, instead of the prohibition in question,
a tax to the same amount had been imposed
on the rival foreign article, the produce, in-
stead of being thus given to the collectors,
would have been conveyed into the public
purse, and by the whole amount bave ope-
rated as a saving to the people, in diminution
of the contribution that would otherwise have
been exacted through other channels. Not
to the whole amount, it may be said; for in
case of the tax, the expense of collection
would have been to be deducted. Yes, to
the whole amount ; for the expense of en-
foreing the prohibition would assuredly be as
much as, probably more than, the expense of
collecting the tax.

Case TL The prohibition obeyed; the rival
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foreign article not purchased, but the home
article not purchased.—Here, though the law
is obeyed, the purpose of it is not answered.

This will be the effect, insomuch as the
advance of price caused by the prohibition
deprives the consumer of the power of pur-
chasing it: the home article too bad in qua-
lity ; the foreign too dear, from the excess
of price produced by the risk of evading the
prohibition. The home article is then ne-
glected, in consequence of the disgust pro-
duced by its comparative bad quality — the
foreign is not purchased, on account of its
dearness; which dearness is the result of the
prohibiting law.

In this case, though no loss in a pecuniary
form is produced to those who, antecedently
to the prohibition, were accustomed to pur-
chase and to enjoy the article in question -
though no loss 1 a tangible and measurable
form is suffered, — yet in the form of com-
fort —in the form of that wonted enjoyment
on which the article depends for the whole
of its value, the loss is not less real, and the
loss is incalculable.

True it is, that whatsoever the consumers
in question would have expended, but for the
prohibition, on the articles in question, is left
in their hands unexpended, to be employed
in other articles; and therefore the loss is
not total. True; but there is a loss: a loss is
implied in their being compelled to purchase
articles which they would not otherwise have
chosen. The amount of loss is not within
the reach of calculation; but where it is pos-
sible to erect a comparative standard of price
or quality between the goods which would be
purchased but for the prohibition, and those
which are purchased on account of the pro-
hibition, the loss presents itself in a tangible
and measurable shape.

Case 111. The prohibition disobeyed: the
purpose not answered ; the home article not
purchased for consumption; the rival and
toreign article purchased and consumed, not-
withstanding the prohibition.— Then not only
is the law disobeyed, but its purpose is more
manifestly frustrated than in either of the
foregoing cases.

Under our present supposition, the price
of the foreign article to the purchaser and
consumer cannot but be raised above the
current price it held before the prohibition ;
for the prohibition cannot be evaded without
extra labour employed, and risk incurred, by
those engaged in the conveyance of it from
the hands by which it is exported from the
foreign country to the hands of the consumer;
— and fraudulent labour is of all labour the
most costly. Here, too, in respect of the loss
and burthen to the consuming purchaser, the
difference between the price of the foreign
article when allowed, and the foreign article
when prohibited, has, by the whole amount

MITCHELL MEMORIAL LIBRARY

TAY 23



90

of it, the effect — the bad effect — of a tax:
and by every increase given to the severity,
or in any other way to the efficiency of the
law, a correspondent increase is given to the
amount and burthensomeness of this unpro-
ductive substitute to a government tax.

And into whose pockets is the produce of
this worse than useless, this baneful substi-
tute to a tax, conveyed? Into the pockets
of the public? No! Into the pockets of the
home-producers, whom, at the expense of
all their fellow-countrymen, its endeavours
are thus employed to serve? No! but into
the pockets of those whose labours are em-
ployed, whose lives and liberty hazarded, in
effectually causing the prohibitory law to be
disobeyed, and the design of it frustrated.

The persons for whom this favour is in-
tended,—what titlehave they, what title can
they ever have, to such a preference —to a
benefit to which a correspondent injury, not
te say injustice, to others, — an injury, an
injustice to such an extent,—is unavoidably
linked ?

And in point of numbers, what are the fa-
voured when compared with the disfavoured?
Answer : The few; the few always served,
or meant to be served, at the expense of the
many.

This one observation attaches inevitable
and unanswerable condemnation to the mea-
sure, unless it can be shown that the sum of
profit to the few is more than equivalent to
the sum of loss to the many.

But in favour of such a supposition no
reason whatever presents itself. If any one
believes he can discover such a reason—if any
one imagines it falls within the possibilities
of the case, to him it belongs to produce it.

The loss sustained by those on whom the
burthen of the measure most immediately
presses — who are, as it were, in actual con-
tact with the measure, is not the only loss.
Antecedently to the prohibition, the articles
now probibited were furnished by foreign pro-
ducers, to whom home articles to an amount
regarded as a fair equivalent were supplied in
return, and were in fact the means of pur-
chasing. Deprived now of the means of pay-
ing for the goods of the country which issues
the prohibition, the foreign producer is driven
from the market. And here, on the very face
of the transaction, is another set of men on
whom 2 burthen is imposed — or, which isthe
same thing, to whom a profit is denied .. equi-
valent at least to the expected benefit, sup-
posing it received, and at whatever calculation
it may be taken.

Here, then, in addition to the injury done
to the universal interest, isaninjury done to
a particalar interest, equal to the benefit con-
templated to the other particular interest for
whom the prohibition was made.

Not so, it may be objected — not so ; for
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what they before purchased with the prohi-
bited goods, they will continue to purchase
with other not-prohibited goods, or with mo-
ney, which is still better.

Vain, however, is this objection. In money
perhaps they would have paid for these our
goods, rather than have gone for the like to
some other country; in money they would
have paid for them, could they bhave got it.
But they could not have got it except by
selling their goods. If they have sold their
goods and realized their profit, why should
they bring the money they have produced to

ou?

But they will pay in other goods. If we
want those goods, and can pay for them, and
will allow them to be brought to us, we shall
have them in any case, whether the others be
prohibited or not: so that the question re-
mains as it was before.

This is the point at which any person who,
being determined to justify the prohibitory
system at all events, though at the same time
conscious of its unjustifiability, would be apt
to attempt a diversion by leading the debate
into the subject of the balance of trade. But,
without going into the details of that contro-
versy, a demonstration of the reality of the
loss, founded on universal experience, may
satisfy even the malé fide adversary.

After having been accustomed to sell the
whole or a part of his produce to this or that
particular customer, no man who knows that
that customer is prevented from sending the
only goods he was used to send in return,
but would understand himself, feel himself,
to have sustained a loss. A loss he would
necessarily sustain, and by the whole value
of the goods, supposing him not to find an-
other customer — and if a less advantageous
customer than before, the loss, though less
in amount, not less real infact : and it in the
case in question it be alleged, that in the room
of every person so prevented by the prohibi-
tion from giving for the goods the usual equi-
valent, another customer comes of course —
he who makes the allegation that such a se-
cond customer comes of course, is bound to
produce him — to provide him — for hus ar-
gument at least.

The general result would be more clearly
perceived from an individual case in point : —
Spain sells to England wine, wool, oil, fruits,
&c.; she takes in return a great variety of
manufactured and other articles. On a sud-
den, a prohibitory degree is passed ; — Spain
is no longer allowed to buy the foreign manu-
factured articles. Of the surplus of Spanish
produce not sold and consumed at home, a
great proportion was bought for England in
return for the English articles sent to Spain.
Where are the Spaniards now to find custo-
mers for that produce? Not from England;
for they have deprived England of the means
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of buying: not from other countries, at least
from those to whom the same probibitions
apply. .

Add to these necessary ill consequences the
probable ill consequences produced by eoun-
ter restrictions and prohibitions against your
goods, in countries the introduction of whose
goods you vestrict or prohibit, and the quan-
tum of loss or suffering will be greatly -
creased.

Thus, then, must the guestion be finally
put : — The burthen to those who are injured,
— what is its amount ? The benefit to those
who are meant to be favoured, — what is its
amount ?

Persons, human feelings, pounds, shillings,
and pence, in English, in Spanish reals of
Vellon — to all these subjects must the arith-
metical calculation be applied, before we can
come to any just and well-grounded con-
clusion: —and when there are two parties to
the question — two contending parties — the
anthmetical operation must be applied with
equal correctness to both sidesof the account ;
otherwise it will be no more an honest ac-
count, than if, in a statement of account
between A and B, all the items on one side
were omitted.

Yet, in the account kept of the pretended
or supposed encouragements in question, the
unreciprocal operation is the sort of operation
that is performed — that has been commonly
performed.

SECTION IL
MISCHIETS OF THE PROHIBITORY SYSTEM.

THE prohibitory measure isintroduced, then,
into the country in question, in order to com-
pel the sale within itself of its own produc-
tions, in opposition to foreign productions,
under the notion of their being rival produc-
tions. Reader, whoever you may be, to avoid
difficulties in the expression, we will call that
country your country.

Mischief 1. Dearer commodities are forced
upon your countrymen, instead of cheaper;
and all are sufferers by whom the cheaper ar-
ticle was, anterior to the prohibition, bought
or consumed: in many cases, the whole po-
pulation of the country, excepting such as
were disabled by poverty from becoming pur-
chasers, The gross sum of injury will be the
difference of price between the home-produced
and the foreign-prohibited article, ealculated
on the whole amount of consumption.

The loss in Spain immeasurably great ; —
probably not less than a fourth on all the ma-
nufactures consumed. Amount of imports of
manufactured articles is about £500,000 year-
1y, from England only. (See Table A.)

Mischief 11. Mischief, by commodities of
inferior quality being forcibly substituted to
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commodities of superior quality, Sufferers,
as before, all those who, antecedently to the
prohibition, employed or consumed the good
article, and who now are compelled to em-
ploy the bad one, or who employ none, —
Amount of loss unsusceptible of caleulation —
incalculable.

In Spain, as before, peculiarly great. With
the exception of a few silk manufactures, and
some of fine woollens, which have lately been
brought to a state of great excellence without
the prohibitory system, and which, for their
continued improvement and ultimate perfec-
tion, require no prohibitory system to protect
them — with the exception of a few manufac-
tured articles of silk and wool —— the manu.
fuctures of Spain are in a state of wretched
imperfection. Many excluded fabrics cannot
be produced there. Bombazines, for instance,
an article of very general consumption — an
article so peculiar and beautiful in its perfect
form, that it has not yet been manufactured
even in France, where the silk-fabrics are in
such an advanced state. So, again, the arti-
cles produced by the coarse long wool of this
country ; this wool being peculiar to Eng-
land. Inferiority applies necessarily more or
less to all home-encouraged articles compared
with foreign prohibited articles. Manufactures
become cheap and good in proportion to the
advantages possessed in their creation; and
the state of the mechanieal arts in Spain
being excecdingly backward, the production
of articles moderate in price and excellent
in quality eannot be contemplated. Another
contingent mischief then follows the prohi-
bition —an evil even to the few producers.
The strongest motives to emulation being re-
moved, the home-goods will not be improved
as they would be when impelled by the rivalry
of the superior foreign goods. Permanent
inferiority is therefore likely to be entailed
on a nation by the probibitory system, and
misdirection of capital from objects leaving
certain and larger profit, to objects promising
only uncertain and lesser profit.

Mischief III. Mischief, by the cessation
or diminution of the demand for the home-
produced commodities ; such as before the
prohibition were taken by the foreigners in
exchange for the commodities now prohibited.
Sufferers, those who antecedently to the pro-
hibition were engaged in the production of the
commodities so taken in exchange. Amount
of this suffering uncertain. It will have place
in so far as the prohibition takes effect: so
also when it is evaded, for it cannot be evaded
without a rise of price proportioned to the
risk regarded as attached to the endeavour to
evade. Suppose, then, the price to the cus-
tomer in your country doubled, the quantity
of commodities that can be employed in the
purchase of your bome-produced commodities
1s reduced one-half,
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In Spain, again, this third mischief singu-
larly great. Of some of her exporting produce,
the greater part is bought for foreign markets
by forcigners. Distress produced by the pro-
hibition proportionably great. In 1819 an
instance in point occurred, when in the in-
tevior provinces (particularly La Mancha and
Castille) great distress was occasioned among
the agricultural producers, by the excess of
produce remaining unsold on their hands: in
some districts the harvest was left to perish on
the ground. But this was under the reign of
the restrictive system only: how much would
the evil have been augmented under the pro-
hibitory system? It appears by Table C,
that the amount of produce yearly import-
ed into England from Spain varies between
£1,500,000 and £2,000,000 sterling.

Mischief 1V. Mischief by the loss of the
tax, which antecedently to the prohibition
was paid by the eommodities now prohibited;
t.e. of the eorrespondent supply received
from that source by the government for the
use of the people. Sufferers, all payers of
taxes; i. e. all the population. Amount of
the suffering, the annual amount of the sup-
ply received from this source.

In Spain, again, the mischief eminently
great ; the duties on imported goods being
one of the most important sources — nearly
a fourth of the whole revenue. The net
amount of custom-house revenue from June
1820 to June 1821, is calculated 80,000,000
reals de Vellon. The expense of collecting
the custom-house revenne is nearly 25 per
cent. ; ita gross amount is about 100,000,000
reals, or one million sterling.*

Mischief V. Increase given to the number
of smugglers, in consequence of the prohi-
bition, and the increase of price which the
persons habituated to consume or otherwise
use the now prohibited commodities, will de-
tﬁnnine to give, rather than forego the use of
them.

This mischief is of a very complicated na-
ture, and branches out into a variety of evil
consequences pernicious to the moral feeling
—- pernicious to pecuniary interests.

Of the government functionaries, whose
lIsbour, previously to the prohibition, was
employed in the collection of the tax paid on
the introduction of the commodities in ques-
tion, the labour will now be employed in
securing the exclusion of them from the hands
of the intruded purchasers — or in depriving

* The ways and means for 1820-21 were thus
calenlated : —
Net Custorn-house revenue,. ., Reals 80,000,000
Do. other revenue, . . . . . 341,500,000

i 421,500,000
Expenses of collecting, . . . . 109,000,000

Gross revenue, . . 530,500,000
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such purchasers of them, should they have
reached their hands.

Suppose them to be thus seized, what is
to become of them? Are they to be des-
troyed? Here is dead and absolute loss to
everybody. Are they to be sold for govern-
ment account? The benefit intended for the
home producers of the rival commodity is
prevented from coming into their hands. 1If
sold with permission to be employed at home
(as has been usually the case in Spain,) then
is suffering created to the amount of their
value to the holder, and not an atom of be-
nefit obtained for the home producer. If sold
with an obligation to export (as is the prac-
tice in England,) the loss is diminished, but
not less certain:—loss of the extra value
given by the labour of smuggling—1loss con-
sequent on non-adaptation to other markets
—and other contingent loss, unsusceptible of
calculation. At all events, all loss attaches
to your own people. The commodities having
passed from the hands of the foreigner whose
profits have been secured, into yours, — with
you the risk of the adventure now lies.

Of a part of the people, whose labour an-
tecedently to the prohibition may have been,
and, until reason appear to the contrary, cught
to be presumed to have been, employed in
some profit-seeking and productive operation,
that labour is now, under the temptation
afforded by the expected increase of price
obtainable for the prohibited commodities,
employed in the endeavour to introduce them
and convey them to the hands of the venders,
in spite of the counter-exertions of the func-
tionaries of government ; — there too is the
additional loss of the amount of that Iabour.

‘We have thus, under the prohibitory de-
cree, two contending bodies, not to say armies,
engaged in constant conflict ;— the custom-
house officers, having for the object of their
exertions to give effect to the decree, and to
prevent the introduction of the prohibited
articles,——and the smugglers, having for their
object to evade the decree, by promoting and
effecting the introduction of those articles.
The government functionaries are paid vo-
luntarily by the government rulers, out of
the contributions paid involuntarily by the
people: the smugglers are paid voluntarily by
the -people.

In the course of this conflict, lives will be
lost, and other bodily harm will be sustained
on both sides. Destruction of property will
also have place; particularly of such articles
as are the subjeet of the contest thus set on
foot.

Nor can the caleulations under this head
of mischief be closed, without reverting to
another mischief procured by the giving exe-
cutior — the enforcing submission to the pro.
hibition-ordinance, as against those by whom
that ordinance is disregarded ; — 1. e. by the
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execution of the law against, or upon, such
delinquents.

Under this head must be considered two
perfectly distinguishable masses of evil: —1,
The evil of expense, attached to the officer
created and paid, and to the other arrange.
ments of all sorts, having for their objects
the punishment of offenders, the prevention
of the offence ; 2. Evil of punishment, com-
posed of the suffering of those in whom,
whether justly ov unjustly, under the suppo-
sition of delinquency on their parts, the pu-
nishment is caused to be inflicted.

And when — (it is a supposition due to all
who have in any instance benefited by the
lessons of experience, and from whom we have
reason to hope that there will be no obstinate
persisting in a system fraught with evil) —
when erroneous views shall be succeeded by
correct ones, and these prohibitory decrees be
repealed accordingly,——these smugglers, what
becomes of them? A return to honest labour
is neither so agreeable nor so easy as, but for
the improvident law, continuance in it would
have been. Some by choice, some by neces-
sity, the smugglers are transformed into free-
booters. Corruption is thus spread over the
morals of the people, and those who should
have been the guardians are the corruptors.

Universally applicable as are the objections
ranged under this head, to Spain they apply
with a cogency little imagined by those who
are unacquainted with the localities of the
peuninsula, and the long-established habits of
its people. The immense extent of coast, the
badness of the cross roads, the mountainous
character of the country, are likely to be per-
manent auxiliaries to those immense bodies
of organized smugglers, who from time imme-
morial have carried on a large proportion of
the commerce of Spain. The adventurous and
danger-defying character of the Spanish moun-
taineer, seems to have peculiarly fitted him
for enterprises of this sort, Little reproach
attaches to the profession of the smuggler;
and the frequent representation of his bold
feats on the stage, is witnessed generally with
great interest, often with admiration, some-
times with envy. The popular song, * Yo soy
un contrabandista,” which recounts some of
his deeds of héroism, has been long a favou-
rite at the court of Madrid, and especially a
favourite of the monarch himself,

The impracticability of carrying the pro-
hibitory decrees of Spain info effect, is al-
ready pretty generally recognised there, As
if nature had provided for its certain evasion,
Gibraltar becomes the great depdt for the
south, Lisbon and Oporto for the west, and
the hundred passages of the Pyrenees will
supply the northern and eastern provinces.
Every merchant knows, that at the principal
commercial ports of Spain a great part of the
duties has been habitually evaded, and large
portions of goods constantly introduced with-
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out the payment of any duty at all. Exeept
on articles of considerable bulk, of peculiarly
difficult transport, or of trifling value, the ad-
vance of price in consequence of the prohi-
bition has been scarcely perceptible in any of
the principal markets of Spain; and the idea
is treated with ridicule, that, in ease the sys-
tem of prohibition should be persisted in, the
enforcement of it to any considerable extent
can be practicable. The amount of restrictive
duties, in some cases not very high ones, was
always deemed more than a sufficient price for
the labour and risk of the smuggler: the har-
vest will now be extended, and the labourers
will be abundant ——the profits greater. The
disbanded Guerillas will furnish recruits
enough for the army of smugglers —recruits,
too, who will require but little training. Even
in the province (Catalonia) which it is in-
tended particularly to favour by the inter-
dicting system, there is scarcely a village
without its con¢rabandista — scarcely a creek
which does not daily witness the exploits of
its smuggling adventurers — searcely an ani-
mal which has not borne the unlawful mer-
chandise — and scarcely an individual whe
does not wear part of it.

The frequent and bloody frays between
the armed custom-house officers or the mili-
tary, and the armed and desperate bodies of
smugglers, in Spain, are notorious to every
individual who has had the desire and the
opportunity to obtain information on the sub-
ject. Every year numerous lives are lost;
and the sympathy of the public is, where it
ought not to be, — with the criminals, and
not with the agents of public justice.

As to loss of liberty and comfort, the pri-
sons under the old regime were always full
even to overflowing, Of the poor mendicant
abandoned children who solicited charity in
the streets, the short tale of nine-tenths of
them was, ‘I have no father.” ¢ What! is
your father dead?” * No: in prison; in pri.
son for life 1 ¢« And why*” « Por el tabaco”—
* For smuggling tobacco,”—was the constant
answer.

Mischief V. National discord: discord be-
tween the provinces for which the benefit is
designed on the one part; and on the other,
the provinces by which, while the burthen is
sustained in its full weight, no share in the
benefit will be received or can be looked for.
Sufferers, the whole people, on the one part
and on the other.

This mischief, too, bears most heavily on
Spain. In the provinces of no country is the
rivalry so strong— it might even be said, the
enmity 50 active—as among the Spanish pro-
vinces. Different languages, different habits,
different forms of local government, different
provincial privileges; here, total exewption
from taxation — there, excessive burthen of
taxation; in some, feudality—in others, the
proudest and most universal individual inde-
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pendence ; — everything, in fact, seemed to
demand from the Spanish legislator plans for
geueral conciliation, — especially where the
Constitution professed to level all the inha-
bitants of all the provinces to universal equa-
lity. But these prohibitions are introduced,
it is avowed, solely or mainly for the benefit
of Catalonia; a small part of Valencia may
b2 perhaps included. The whole population
of the former is 850,000; of the latter,
800,000; that of Spain, 10,500,000. But of
the population of the two provinces referred
to, a very small proportion is engaged in ma-
nufactures: the number engaged in the fabri-
cation of piece goods, which the prohibition
is principally meant to encourage, is probably
not greater than a hundredth part of the whole
population of the peninsula. And even though
it be shown—but this cannot be shown-—that
the interest of every lebouring manufacturer
is encouraged or advanced by the prohibitory
laws, we have a fearful account against the
legislator ; — for every individual’s interest
protected, the interests of more than a hun-
dred are sacrificed. And this is a government
professing to have for its object ¢ to preserve
and protect, by wise and just laws, civil li-
berty, property, and all otherlegitimate rights,
of all the individuals who compose it.” *

Mischief VII. INl-will produced and di-
rected towards you by foreign rulers and
people, from the suffering or loss produced
by the prohibition of their commodities, and
the consequent deprivation of the sale for
them.

The danger may not perhaps be great, that,
by a measure which does not appear to have
bad for its cause any hostile atfection, nor
anything but a mistaken calculation of self-
regarding interest, any affection decidedly
unfriendly —any positive act of hostility —
should be necessarily produced. Mischiefs
short of positive hostility may still, with but
too much probability, in every case be appre-
hended, from wounds inflicted in the course
of the contest between self-regard on the one
side, and self-regard on the other — wounds
inflicted by the hands of mere self-regard
though unattended with ill-will, especially
where no reasonable cause for ill-will can be
found. But if ill-will be kept off from a sense
that po injury was intended, contempt will
probably occupy its place in proportion as the
impolicy of the system is manifest.

In most cases, however, the prohibitory
system produces a retaliatory operation ; and
the power of retaliation possessed against
Spain is unfortunately very great. What if
other countries, whose wares are excluded
from Spain, load with excessive taxation, or
exclude by total prohibition, the surplus of
her produce, for which she has no consump-
tion at home ? for this plan of retorting injury

* Cap. L art. 4. of the Spanish Constitution.
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has been too long current. To Spain it would
be a great calamity, whatever the result of
the struggle might be, if the question of com-
mercial policy should resolve itself into the
question of politically weaker or stronger.

Mischief VIIL Ill-will on the part of your
own people, exerted towards the ruling and
influential few, by whom the burthens thus
imposed have had their existence. Antece-
dently to the prohibition, in whom, as to the
matter in question, did your people in general
behold their friends? In the people of that
nation, in those people — foreigners as they
were and are — by whom, though not with-
out reciprocal and equivalent benefits, such
additions were made to their comfort : if not
in point of affection their friends, at the least
and at the worst their actual benefactors; —
whether in intention or not, at any rate in
effect.

Subsequently to the prohibitory system, in
whom, in consequence of it, will they behold,
though not their intended, yet not the less
their real adversaries — the authors of their
sufferings — of all the sources of suffering
above enumerated ? —in whom but in their
rulers, these — for so it is hoped it may by
this time be allowable to call them — these
their misguided rulers?

At the same time, still looking at home,
in whom will the people behold, in addition
to their foreign friends as above, a set of
domestic ones? Even in the smugglers — in
those men by whose industry and intrepidity
they will have been preserved (in so far as
they will have been preserved) in the enjoy-
ment of those comforts, of which, had the
endeavours of their rulers been effectual, they
would have been deprived.

Thus, while on the one side they will be
beholding in the character of adversaries and
injurers a comparatively small portion of their
fellow-subjects in confederacy with their
rulers ; on the other side they will see in the
character of friends a nation of foreignersand
a body of mnalefactors — friends linked to them
by community of interest — friends, in whose
good offices they behold their only resource
against the ill offices done to them by those
who should have been their friends.

Upon Spain the eyes of the world have
been fixed full of hope : already they begin
to turn away, full of disappointment. Not
new authorities for error, not fresh instances
of the reckless abandonment of the interests
of the greater number to the usurpations of
the lesser number, did we anticipate from
that land of promise. Alas! we have been
deceived.

A circumstance from which the evil eon-
nected with the encouragement of smugglers
is liable to receive peculiar aggravation, is the
state of the system of judicial procedures.
Decision being always tardy and often unob-
tainable, and, from the want of publicity on



Secr. 1L}

the part of the evidence, the grounds of it
never known, and therefore never satisfac-
tory, the connexion between delinquency and
punishment is wholly broken. For the be-
nefit of the lawyers, official and professional
together, persons suspected of being male-
factors .—justly and unjustly suspected—are
apprehended and mingled together in jail:
jails are filled with them; when they can hold
no more, they are emptied of necessity. In
this state of things, what is done is done not
by the hand of justice outstretched from her
elevated station to give execution to the law
upon offenders; not so mach in the way of
judicial procedure, by the exercise of autho-
rity by superiors over inferiors, — but in the
way of warfare between contending armies;
one army composed of revenue officers and
their privates — the other composed of smug-
glers and their auxiliaries. If in the course
of a battle smugglers are taken prisoners,
it is only as prisoners that they suffer, —a
sort of prisoners of war; not as malefactors.
Infamy-attaching punishment at the bar of
public opinion is not their portion; infamy is
iiore generally attached to the function of the
revenue officer than to the function of the
defrauder of the revenne. In every country,
the obtainment of good from the administra-
tion of the law depends on the excellence of
the law itself. In Spain, nothing can be worse:
to Spain, then, the foregoing observations
specially apply.

Thus much as to the mischiefs attendant
on such a state of things. Is there any per-
contra good ?

The greater and more manifest the sum of
muschief produced to all others, the less will
be the benefit tothose on whom it 15 sought te
confer that benefit: the greater the mischief,
the more surely manifest ; and the more surely
manifest, the greater the security for the re-
moval of the mischief-producing ordinances ;
which if removed. the benefit for the sake of
which the mischief was introduced will be
removed with them, Thus on the part of the
individuals for whom the favour was intended,
prudence will interdict all expensive arrange-
ments for taking the benefit of it: it will in-
terdict the acceptance of a favour — a favour
only to be obtained by perilous pecuniary
adventure, whose continuance depends solely
on the continuance of human blindness; the
loss of which will accordingly be an assured
consequence following the removal of the film
of error.

But as great expectations may be excited
by the promise of the exclusive benefits to
be given to the home-producer as opposed to
the rival-foreigner, it may be found that many
will be so misguided as to stake their hopes
and fortunes on the expected advantages.
‘What wonder, then, if the infiux of competi-
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tion produce a further diminution of the pro-
mised benefit? If the legislating bedy, who
are engaged by such powerful motives to take
an accurate view of the situation in which
they stand — if the legislating body deceive
themselves, and err under the influence of
their self-deception, what wonder that others
less well-informed — less intellectually dis-
tinguished — fall into the same or similar
errors ?

Before the tribunal of public opinion, the
prohibition-system in question having nothing
but misrepresentation for its support, —mis-
representation in all imaginable shapes is ac-
cordingly sure to be employed.

The sort of misrepresentation most trust.
ed to is that by which the whole question is
stated to be altogether and merely a question
between natives and foreigners — between
national and anti-national interests: the no-
tion sought to be conveyed being, that what-
ever suffering is produced, it is by foreigners,
and only by foreigners, that it is sustained —
that whatever benefit is produced, it is by na-
tives, and by natives alone, that it is reaped
and enjoyed. Then comes the mnterrogation
which is meant to impose silence: — Will
you sacrifice your own interests to the inte-
rests of these foreigners? who therefore are
represented to view in as unfavourable a light
as can be found for them; and thereupon
comes the parade of patriotism displayed, at
a cheap rate, —at the expense of only a few
pompous words.

Bat the truth has been already sufficiently
unveiled — the truth, of universal application,
and in an unanswetable form.

In the case of Spain, the benefit of it has
been shown to be little—next to nothing: the
mischief great —and greater, much greater,
to Spaniards themselves, than to those whom
they would call foreigners.

Thus, as towards foreigners in general —
towards all the inhabitants of the globe with
the few exceptions of those we call our fellow-
countrymen, antipathy is excited and propa-
gated; a foolish and degrading antipathy, not
less adverse to the dictates of self-regarding
prudence, than to those of benevolence and
beneficence. And what is the result—the me-
lancholy result? Every effort which a man
makes to excite his countrymen to hate fo~
reigners, is an effort made, whether design-
edly or not, to excite foreigners to hate them:
by every attempt in whiech he thus labours
to bring down upon his countrymen the fruits
of the enmity of these foreigners, he more ef-
fectually and certainly labours to deprive his
countrymen of those fruits of good-will which
they might otherwise have enjoyed,

The enmity which cannot but be produced
on the part of those foreigners, even by the
calm pursuit of their own interests — the
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enmity necessarily produced by the frequent
and unavoidable competition of interests—is
surely quite enough, without making any new
and needless addition ; without exerting and
letting loose the angry passions in any other
direction, and giving to ill-will — already too
active and too prevalent — auxiliaries at once
80 unnecessary and so dangerous.

‘When, for the purpose of encouraging home-
industry, a prohibition is imposed on the pro-
duce of foreign industry when directed to the
same object, the branch thus meant to be
encouraged is either a new one or an old-
established one.

It is in the former case that the impolicy
and absurdity of the measure is at its maxi-
mum: it is as if, a tax being imposed, the
produce of it — the whole produce of it —
should be thrown into the deep. If left to
itself, personal interest would direct both
labour and capital to their most profitable
occupation : if the new favoured occupation
be the most profitable, it needs not this arti-
ficial support — if it be not the most favour-
able, the effect, if any, of the prohibition, is
to call capital and labour from a more profit-
able to a less profitable employment. At all
events, the consequence of the prohibition is
this : it leads to nothing, or it leads to detri-
ment; if not useless, it is calamitous.

In vain would it be said; Aye, but it is
only intended to apply this extra-encourage-
ment to the new occupation while in its in-
fancy; it is only in its infancy that it will
stand in need of it: the time of probation
past, and its time of maturity arrived, the
wealth that will then be added to the wealth
of the nation will, and for ever, be greater
than the wealth which for a time it is pro-
posed to subtract from it.

By no such statement can the prohibitory
measure be justified. In the infancy of any
such employment, it is only by actual wealth,
in the shape of additional capital, that any
effectual assistance can be given to a new
branch of industry. By removal of compe-
tition, increase may indeed be given to the
rate of profit, if profit be the result of the
newly directed labour: but it is only by the
employment of capital, which must neces-
sarily be taken from other sources, that this
result can be obtained; the prohibition of
existing rival establishments will not create
that capital.

The case in which the impolicy is less
glaring, and the intervention most excusable
and plausible, is that of an old-established
braneh of industry; the object being, not to
bestow on it factitious encouragement, aud on
those concerned in it factitious prosperity, —
but only to preserve it from decline, and those
connected with it from being destitute of the
means of subsistence.

RESTRICTIVE AND PROHIBITORY SYSTEM.

[SEcr. IL

But still the former objections irresistibly
apply. If the establishment be prosperous,
factitions enconragement is needless: if it
be unprosperous, encouragement is baneful,
serving only to give misdirection to capital
and labour — to give permanent misdirection;
since without that factitious encouragement,
interest and common sense would correct
the mistakes of miscalculation as soon as
discovered.

In the next place comes the objection, that
if in this shape encouragement be given to
any particular occupation, it must, if impar-
tial justice be done, be in like circumstances
afforded to every other. In whatsoever in-
stance, therefore, a branch of industry should
be going on in a prosperous state, any rival
branch of industry, that found itself in a de-
clining or less prosperous state, would bave
right to claim the interposition of the pro-
hibitory principle — the diminution or de-
struction of that rival’s prosperity, On this
supposition, a great part of the business of
government would be to watch over the
whole field of productive labour, for the pur-
pose — not the ultimate purpose, but still
the purpose — of lessening the value of the
produce ; diminishing prosperousness, for the
relief of unprosperousness; preventing A4
from selling cheap goods, in order that B may
be enabled to sell dear ones; prohibiting A
from producing superior articles, for the pur-
pose of helping B to get rid of his inferior
articles.

Here, then, is a vast proportion of the time
and labour of the constituted authorities em«
ployed to no better purpose, in no higher aim,
than to check prosperity as 1t proceeds— to
sacrifice success to the want of success—to
diminish the mass of habitual wealtn, instead
of increasing it.

Whatever be the effect of accident in this
or that particular instance, operating against
the general principle, the general principle
may be safely assumed and laid down, that
the prosperity of every branch of industry
will increase and decrease in the ratio of the
degree of aptitude — of meral, intellectual,
and active aptitude—on the part of the per-
sons engaged in it; on the degree, absolute
and comparative, of prudence, vigilance, exer-
tion, appropriate information, and industrious
talent, possessed by them. Among the effects
of the mode of supposed encouragement in
question, will be its operating in the character
of a prohibition on superior appropriate apti-
tude, and giving to inferior appropriate apti-
tude the advantage over it.

It is, in a word, a contrivance for causing
everything to be done as badly as possible —
for giving to evil the encouragements due té

good,
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SECTION IIL
CAUSES OF THE PROHIBITORY SYSTEM.

THE system of injustice and impolicy thus
extensively pursued,—to what causes shall its
existence and its domination be ascribed? In
this case, as in others, the cause will be found
in the comparative strength of the producing
influence, concurring with the comparative
weakness of the opposing and restraining in-
fluence.

The efficient causes — the causes of the
prohibition —are—

1. Combined publie exertions.

I1. Secret or corrupt influence.

IIL. Non-existence of counter-efficient in-
fluence.

1V. Legislative blindness.

1. In proportion as an individual, engaged
in any one branch of industry, sees or fears
to see his performances outdone by any com-
petitor, whetber foreign or domestic, he is
interested in putting a stop to such rival Ja-
bour, if possible — or to lessen its produce as
far as he is able. The individual feeling is
necessarily communicated to any body of in-
dividuals in the same situation: their com.
mon bond of union against those who are
prejudiced by the employment of these pro-
ductions, is much stronger than the motives
to rivalry against one another. Hence, to ob-
tain benefit for themselves and each other,
individually and collectively considered, at
the expense of all but themselves, is of course
at all times the wish, and, as far as any pro-
spect of success presents itself, at all times
the endeavour, of all persons so connected
and so situated.

By combined public exertion, what is meant
to be designated is neither more nor less than
the aggregate of the exertions made by all
auch individuals as deem themselves likely
to receive benefit in any shape from the pro~
hibitory measureinquestion, Thefollowingare
the principal circumstances on which the suc-
cess of such exertion will naturally depend: —

1. The apparent, and thence the real number
of the persons thus confederating, of whose
individual interests the particular interest in
question is composed.

2. The aggregate quantity of capital en.
geged in the particular interest in question.

3. The apparent, and thence the real mag-
nitude of the loss that would be produced to
that particular interest, for want of the pro-
hibitory measure in question.

4. The facility which, by local neighbour-
hood or otherwise, they possess for combining
their efforts, and for concerting measures for
employing them with the greatest possible
effect.

5. The ability with which such represen-
tations are framed, as are intended to convey
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their case to the cognizance of the constituted
authorities, or others on whom they depend
for the ultimate success of their exertions:
ability accompanied by energy and clearness,
in so far as correct conception would be fa-
vourable to their cause — with obscurity and
confusion, in so far as correct conception
would be unfavourable to their cause.

6. The useful extent given to the circula-
tion of such their communications; which ex-
tent will have for its measure the difference
between the whole number of the persons on
whose cognizance of the matter the success
of their exertions will have to depend, and
the number of those by whom, in consequence
of their receipt of these communications or
otherwise, cognizance of the matter comes
to be actually taken.

IL. By secret influence, the idea intended
to be conveyed is, that influence which on the
occasion n question is applied to the one or
the few on whose will the success of the
exertion depends, by the one or the few
who, by habitual intercourse, possess in rela-
tion to them more or less facility of access in
private.

On the part of the individual in question,
be he who he may, the quantity of time it is
possible for him to apply to the business in
question, be it what it may, is a limited
quantity — a quantity which, with reference
to that necessary for the reception of the
whole body of information, is most commonly
and most probably insufficient even when the
faculties of the person in question are, n the
highest degree possible, well adapted to the
prompt and correct reception of it.

If in any instance it happens that a person
who, by any consideration, be it what it may,
stands engaged to give support to the mea-
sure, is in babits of adequate familiarity with
those on whom the adoption of it depends,
the consequent advantage possessed by the
measure is great and manifest. An additional
and extra quantity of the arbiter’s time is
thus applied to the subject, and applied on
that side. The only portion of time habitually
applied to the business of the office in ques-
tion, taken in the aggregate, will be the only
portion of time, a part of which can in general
be allotted to the particular business in ques-
tion, in the regular and established way. If,
then, so it be, that amongst those who have
habitual access to the official person, amongst
his ordinary companions and intimates, should
happen to be a person thus interested in the
measure, a portion of the time allotted even
for refreshment will in this particular instance
be added to the time allotted to official bu-
siness; and thus the foree of that sympathy
which is produced by social enjoyment of
this sort is added to whatsoever force the case
may afford on that side, in the shape of ap-
propriate and substantial argument.
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Thus it is, that whatsoever of just repre-
sentative fact and argument together is af-
forded by the mensure in question, is capable
of receiving, in one way or other, from secret
influence, an incaleulable degree of force.

The influence, let it be supposed, is in the
case in question no other than that which may
be deemed legitimate influence ~—influence of
understanding on understanding — influence
operating no otherwise than by the direct
force of such facts and arguments as the case
may furnish.

But by the same private opportunities
through which, in conjunction with and ad-
dition to those of a public nature, facility is
given to the application of this legitimate in-
fuence — by these same private opportuni-
ties, and by these alone, facility is also given
to the application of sinister and corruptive
influence : influence of will on will, applied
in a pecuniary or other inviting shape to the
official person’s private interest.

1IL. In every such case of prohibition of
one branch of industry for the encouragement
of another — of prohibition, for example, of
foreign produce for the encouragement of
domestic analogous produce, — there are, as
sbove, two distinct interests — interests op-
posed to each other: the interest of pro-
ducers, the particular interest — the interest
of consumers, the universal interest. Of
these opposite interests, it is the lesser in-
terest that always operates, as above, with
peculiar force — with a force which is pecu-
liar to every particular interest, as contra-
distinguished from and opposed to the greater,
the universal interest. The individuals who
compose the particalar interest always are, or
at least may be — and have to thank them-
selves and one another if they are not —a
compact harmonizing body — a chain of iron :
the individuals making the universal interest
are on every such occasion an unorganized,
uncombined body — a rope of sand. Of the
partakers in the universal interest, the pro-
portion of interest centred in one individaal
is too small to afford sufficient inducement
to apply his exertions to the support of his
trifling shave in the common interest. Add
to which the difficulty, the impossibility, of
confederacy to any such extent as should en-
able the exertions of the confederates fairly
to represent the amount of the general inte-
rest — that general interest embracing, with
few exceptions, the whole mass of society. In
# less degree, the same observations apply to
the case of the producers of the commodities
with which, antecedently to the prohibition,
the now prohibited goods were purchased,

Much greater, however, is the advantage
which the lesser sinister interest possesses
over the greater common interest, as far as
secret influence is concerned.

Of the two modes of secret influence, that
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which is exercised by understanding on un-
derstanding, comes in onlyin aid of the le-
gitimate influence of appropriate facts and
arguments : the demand for it is, therefore,
not altogether exclusive. But in so far as
that influence is exercised only on one side —
in 80 much as that influence is msdirected,
by the combined means of persuasion em-
ployed by the confederated few who compose
the particular interest, against the diffused
means of persuasion possessed by the unre-
presented or imperfectly represented wany,
who compose the general interest, -—in so far
it is clearly pernicious.

But it is the exclusively-possessed attri-
bute of a particular interest, at once to re-
quire and to create facilities for the supply
of sinister and corruptive influence. The uni-
versal interest—the people at large —the
subject many.—never sce, never can sec, en-
gaged in support of their interest — of thut
umversal interest — a friend and advocate
established in habits of intimacy with the of-
ficial person, at the table of the official per-
son; an intimatc whom, by any favour in
their power to bestow, they can induce to
engage that same official person to support,
by hus individuul excrtions, that general in-
terest against which the particular intercst is
waging war. For any purpose of corrupt in-
fluence, the official person himself and his
table-companion are equally inaccessible to
the general interest: the particular interest
can come at both,

The consequence is, that whenever the
general intercst is sacrificed to the particu-
lar interest, a probability has place that the
sacrifice has been obtained, not from the sin-
cerity of honest delusion, but from the per-
versity of corrupt intention. This probability
will be more or less, according to the more
or less obvious impolicy of the measure, and
to the facilities afforded, under the ecircum-
stances of the case, for the introduction of
corruptive influence among those who oceupy
the high places of authority.

These causes, in fact, apply to the whole
field of government; they account for the
universal domination of the interests of the
few over the interests of the many; they
account for the largest portion of the aggre-
gate mass of misrule.

But it may be retorted, this prevalence of
particular over universal interest being, ac-
cording to yourself, 20 general, the necessu y
consequence is, that no ultimate mischief en-
snes —everything is as it should be; for what
is the universal interest but the aggregate of
all particular interests?

This is evading, not meeting the argument.
The desire indeed exists universally to give
prevalence each man to his own particular in-
terest; but not the faculty. The wish is
cverywhere — the power not so.
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Even of the manufacturing interests, it is
not every class that has the power to associate
and combire in support of the common in-
terest of the class: that power only exists
where similar manufactures are concentrated
in small districts — where means of inter-
course are frequent and easy — or where large
numbers are employed by large capital lodged
in the hand of a single individual, or of a
single partnership. What facilities of general
association or combination are possessed by
individuals employed as general shopkeepers,
bakers, butchers, tailors, shoemakers, farmers,
carpenters, bricklayers, masons, &c.? None
whatsoever.

Had every one individual in every one of
these classes his vote in the business, all
would indeed be as it should be: the sum of
all the several distinguishable interests being
thus framed and ascertained, would constitute
the universal interest; in a word, the princi-
ple of universal suffrage would be applied.

Very different, however, is the state of
things, Separate and particular interests start
up, solicit and obtain protection, by the exer-
cise of the influence referred to, to the danger
and the detriment of the common prosperity.
Of these the aggregate body of the influential
interest is mainly composed. The concentra-
tion of immense capital in single hands, great
facilities for combination, and sometimes an
union of both, furnish a power of evil which
is but too commonly allowed to immolate the
general good, Against its gigantic influence,
appeal would seem in vain. A number of
small fraternities exist, who, if they were able
to unite, might maintain themselves against
one large one equal to them all; but asit is,
standing up separately, separately they are
opposed and crushed by the overwhelming
influence, ocne by one.

Of the baneful effects produced by the
concentrated efforts of a coalition of those
individual interests which form the particular
interest, as opposed to the general national
interest, the Spanish prohibitory decree is a
remarkable illustration. In this case, a few
clamorous manufacturers and a few short-
sighted self-named patriots united their forces,
and besieged the Cortes with their represen-
tations. Compared to the amount of counter-
interest, they were, as we have shown, as one
to a hundred ; but their forces were organized
— their strength was consolidated. Where,
then, were the representatives of the thou.
sand, when the representatives of the ten were
drawn out in battle array? Nowhere! So
the law was passed: it was declared to be
eminently popular; for the people who had
petitioned, had petitioned in its favour: the
truth being that the people, the immense ma-
Jority of the people, had not petitioned at all;
nobody was sufficiently interested. Thelaw
was passed ; and now it is that the publicin-
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jury begins to be felt, and now it is that the
public voice begins to be heard. Spain has
had but too long and too calamitons an ex-
perience of the injury done by that ever-
busy meddling with the freedom of commerce
which has for ages distinguished her short-
sighted legislators, and which, in spite of na-
tural advantages almost peculiar to herself,
has eternally involved her in financial diffi-
culties, distress, and poverty.

In England, all other particular interests
are overborne and crushed by one great par-
ticular interest, named in the aggregate the
agricultural interest. By a system of pro-
hibition, foreign grain is excluded, with the
avowed intent of making bome-produced grain
dearer than it would be otherwise — dearer to
the whole population in the character of con-
sumers and customers; and for the avowed
purpose of securing to a particular class of
persons a pecuniary advantage, at the expense
of the whole population of the country.*

But the class of persons meant to be fa-
voured, and actually favoured, by this undue
advantage, are not any class of persons em-
ployed in any beneficial operation; but a
class of persons who, without any labour of
their own, derive from the labours of others
o share of the means of enjoyment much
greater than is possessed by any who employ
their Jabour in the purchase of it. They are
land proprietors, deriving their means of en-

* As a guide to estimate the consumption of
foreign corn in Great Britain, the imports and
exports for 21 successive years will be found in
Tables D and E. They were published in 1813
by orderof the House of Commons, By these it
would appear that the pro-rata annual importa.
tion of wheat, taking this period into account,
was about 450,000 quarters; and of flour, 200,000
cwts, 3 which, taken in round numbers at 50,000
quarters, makes 500,000 quarters in all. The
pro-rata exports of the same period were about
43,000 quarters of wheat, and 100,000 cwts. of
flour; say in all, 68,000 quarters of wheat; so that
the net.amount of foreign grain consumed in
Great Britain will have been about 430,600 quar-
ters yearly. Calculating the annual consumption
of the country at 11 millions of qu the
proportion employed of foreign tohome-produced
wheat will be about a twenty-sixth part. Dr.
Adam Smith gives no data, but assumes the
proportion in his time to have been as 1 to §70.
Can such a change have really taken place?

In Spain, one.thirtieth part of the whole con-
sumption is the general amount of importation.
The estimated quantity employed yearly is said
to be 60 million fanegas : the average yearly im-
portation is 2 million fanegas { Antiilon.)

These calculations can be only deemed ap-
proximative, not correct. In great towns, one

uarter of wheat per annum for every indivi.
3ual is made out to be the general consumption,
London consumes about 19,000 sacks of flour
weekly ; but this proportion is necessarily much
too high with a reference to great Britain, in
many parts of which the majority of the popula~
tion employ no wheat at all.
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joyment or of luxury from the rent of land
cultivated by the industrious: they are, in
a word, not labourers, but idlers — not the
many, but the few. While, for the support
of war, paper-money was issued in excess,
they let their lands at rates which, if neither
too high nor too low at that time, taking into
account the then value of money, would ne-
cessarily be too high when, by the diminution
of the issue of that money, the difficulty of
obtaining it was increased, and its value in-
creased from the same cause : and this evil is
accamulating, if the amount of taxes paid by
the occupier of the land, on account of the
land, or on any other account, increases also.

In this case —the case as it now exists —
the difficulty of coming to a right judgment,
of feeling that we have come to a right judg-
ment, is great indeed; so great, that in the
determination of many an individual, in whose
breast particular interest is in operation, re-
gard for the universal interest might and
would have been productive of the very line
of conduct which has been determined by the
more potent force of individual interest.

But of this difficulty, wherever it exists,
what should be the consequence ? Not that
prohibition should be resorted to, but that it
should be abstained from. So long as nothing
is done in relation to the object by govern-
ment, whatever happens amiss is the result
of the natiow’s will, and government is not
chargeable with it. But when, and if, and
where, government takes upon itself to in-
terfere and apply to the subject its coercive
power, whatever mischief results from the
exercise of that coercive power, is the result
of the agency of government, and the rulers
stand chargeable with it.

Whichever course is taken, — action or in-
action — interference or non-interference —
liberty, or coercion in the shape of prohibi-
tion, — distress to a vast extent — distress
verging on ruin-—distress on one side or the
other — must be the inevitable consequence.
If the importation of foreign grain be left free,
ruin is entailed on the farmer, distress on the
landlords: prohibit foreigngrain, and ruin falls
not only upon the manufacturer, but upon the
labouring class; that is, the great majority
even of agriculturists. Such is our miserable
situation. Its cause is excessive taxation
excessive taxation, the consequence of unjust
war; —unjust war, the fruits of the determi-
nation formed by the ruling few to keep the
subject many in a state of ignorance and error
~—in a state of dependence something beneath
the maximum of degradation and oppression.
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In England, the primal and all-sufficient cause
of misgovernment, and consequent misery, the
corruption of the system of national repre-
sentation ; in every other country, the want
of a system of adequate national representa-
tion, or rather the want of a representative
democracy, in place of a more or less miti-
gated despotism: the want of the only form
of government in which the greatest happiness
of the greatest number is the end in view.

The mischiefs, then, of this system of par-
tial encouragement being in all its shapes so
vast, so incalculable, and their sum so plainly
predominant over the sum of good, to whom
or to what shall we attribute the existence,
the prevalence of such a system?

To the general causes of misrule — to the
want of the necessary elements of good go-
vernment—to a deficiency of appropriate pro-
bity, or intellectual aptitude, or active talent:
in other words, to a want of honesty, or abi-
lity, or industry.

One cause bearing upon the question of ap-
propriate intellectual aptitude or ability, and
likely to mislead it, is this:—The good which
constitutes the ground of the prohibitory mea-
sure, the reason that operates in favour of
it, is comparatively prominent — the evil not
equally so; its place is comparatively in the
back ground. Hence it is, as in too many
other instances, — a. good, however small, is
by its vicimity to the eye enabled to eclipse
and conceal the evil, however large.

When, reckoning from the day on which a
measure has received the force of law, a cer-
tain period of time has elapsed, custom covers
it with its mantle; and, regarding it as an
unauthorized act of daring to look into the
nature of the measure, men inquire no further
than into the existence of the law ; habit gives
it a fixed authority : and thus it is that, in
every country, worship is bestowed on laws
and institutions vying in absurdity with any
scheme of extravagance which the imagination
of man could produce,

Thus things go on—evil is piled upon evil
—till at length the burthen of evil is abso-
lutely intolerable. Then it is that men’s eyes
are opened, and a desire to retrace their er-
roneous steps is conceived. But no soomner
has the legislator turned round, than he finds
the way barred against him by a host of dif-
ficulties. And thus, when nothing would
have been easier at first than to prevent the
disease — that is, to forbear creating it —the
cure becomes ineligible, insufferable, not to
say impossible; and error and folly become
immoveable and immortal.
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VALvE of Barrisu Probuce and Manuractukss exported from Great Biitain to Spain
in the years 1817, 1818, and 1819.

Brass and Copper Manufactures, . . . . . . . . .
Cotton Manufactures, . . . « « + ¢« o« « o &+ «
Glass and Earthenware, . . . . . . . . « . . .
Iron, Steel, and Hardwares, . . . . . . « « « . .
Linen Manufactures, . . . +« o« « + 4+ &« -« + . .
Silk Manufactures, . . « « « . + + . 2 < 0 . o
Tin and Pewter Wares, . . « « . « « « o . .
Woollen Goods, « . o + v v v v o v o 0 v .
Sundries, consisting rincifally of Fish and other Provisions,
Apparei, Plate, g ewellery, and Household Furniture;
Musical and Machematizar{ Instruments, Lead, Copperas,
and Painters’ Colours, « + « o« ¢« » & « o + +

Total, . . . . .

1817. 1818. 1819,
£10.170 | L7642 | £9,077
42,292 | 257181 65,056
14,843 | 15,125 | 12,200
52093 | 58,925 | 61,618
16,267 | 100,622 [ 95,623
74813 | 68,790 | 62926
20,059 | 12,489 1 13992
186,849 | 164,479 | 124,617
70,635 | 65,055 | 64,260
£588,821 | £518,845 | £500,278

TABLE B.

An Account of the QuanTITY of the principal Articles imported into Great Britain

from Spain in the years 1817, 1818, and 1819.

1817. 1818, 181y,

Almonds of all sorts, . . . cwts.qrs.Ibs. | 1,534:3: 6| 3,086:3:25 | 2,384:2:10
Barilla, . . . . . . . .cwts,qrs. lbs. | 6,437:0:22 | 16,027:2:21 | 14,605:3:21
Cochineal, . . . . . . . . . . 1lbs 118,105 50,104 37,217
Cork, . . . . . . . . .cwits.qrs.lbs. | 9,9783:2:10 | 13,896:2: 4 | 16,725:2:22
Cortex Peruvianus, . . . . . . . lbs. 32,338 30,282 4,544
Jalap, . . . L. L. L. L L. Ibs 54,607 20,446 98,563
Indigo, . . . . . . . . . . . .lbs 82,189 83,265 3
Lead Black, . . . . . . . cwis.qgrs.lbs, | 2,019:2:16 | 4,221:0:23 | 1,611:2: 7
Lemons and Oranges, . . . . . number 6,902,775 7,443,475 12,066,880
Nuts,small, . . . . . . . . . bushels, 66,3607 87,922 50,743}
Quicksilver, . . . . . . . . . . lbs. 648,830 1,156,783 449,965
Raisins, . . , . . . . . cwts. qrs. lbs. [42,636:1:21 | 69,232:1: 3| 61,615:0:25
Shumae, . . . . . . . . cwts.qrs.lbs, | 5310:3:10 | 7,816:2:26 | 2,894:0:27

ine, + . . . . . . tuns, hhds gals, | 4,246:0:113 6,805;2:13 | 4,115:3: 363
Wool, sheeps’, . . . . . . . . . lbs 6,282,033 8,760,627 5,528,966

TABLE C.

An approximative ESTIMATE of the VaLUE of the principal Articles of Merchandise
imported into Great Britain from Spain in the years 1817, 1818, and 1819,

Almondsof allsorts,. . . . . . . . . . . .
Bartlla, . . . ¢« . . . .« . 00 e .
Cachineal, . . . . . . . . . .., ...
Cotk, . . & ¢ ¢ 4 i e e e e e e e e
Cortex Peruvianus, . . . . . . . . . . . .
Jalap, . . . . 0 0 0 . 0w e e e e e e
Indigo, . . . « . + . . + . 4 . ..
Black Lead, .
Lemonsand Oranges, . . . . . . . . « . .
Nuts,small, . . . . + « « « + & v « & &
Quici;sllver, .. e e e e e e e e e
*Shumae, . . . . .« . . 4 vk e e e e s
Wine,. . . . + ¢ . v v v o o v o » o
A Wool, Sheeps’, .

DB, . . . L L . e s e e e e e e e

s s+ & s e e+ = 2 =+ e v e

e = 5 & s+ a2 e & s 2 2 e @

Toisl, . . . . }£1,815,60

1817. | 1818 1819,
i —_———

£6,140 | £12,348 20538
8,046 20,035 21,841
147,631 62,630 46,522
24,932 34,736 41,815
3,235 3,028 755
2,785 1,498 4,944
24,657 25.579 1
3,026 10,865 2,416
8,054 8,685 14,079
53,300 73,265 43,205
52,412 86,759 58,497
5,315 7,816 2,898
582,100 | 544,450 | 569,238
785,254 | 1,005,078 | 691,120
108,804 | 103,848 42,723
£2,090,620 | £1,548,712

The above Table is not official, and the value probably not very accurately calculated.
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A PLAN

FOR SAVING ALL TROUBLE AND EXPENSE

IN

THE TRANSFER OF STOCK,

AND

FOR ENABLING THE PROPRIETORS TO RECEIVE THEIR DIVIDENDS
WITHOUT POWERS OF ATTORNEY, OR ATTENDANCE
AT THE BANK OF ENGLAND,

BY THE

CONVERSION OF STOCK INTO NOTE ANNUITIES.
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CIRCULATING ANNUITIES, &c.*

INTRODUCTION.

THE main principle of the proposed measure
consists in the opening the market for govern.
ment annuities, on terms of profit to govern.
ment — viz. at a reduced rate of interest to
a mass of money, which, by existing circum.
stances, is either excluded from the faculty
of yielding interest to the owners altogether,
or, in the hands of bankers or otherwise, they
are obliged to accept, on inferior security, a
rate of interest inferior, all things considered,
to that which, with a very considerable degree
of profit, might be allowed by government.
Theannuitics, thus created, tobe charged upon
the existing fund ; and the money thus raised
to be employed, as it comes in, in the redemp-
tion of debt, and thence in exoneration of
that fund. The result and benefit of the mea-
sure, taking it on the smallest scale, will, be-
sides the above profit to government, consist
1n the affording to the least opulent and most
numerous class of individuals (friendly socie-
ties included) — in a word, to the great bulk
of the community — the means of placing
out small hoards, however minute, with a de-
gree of advantage unattainable by any other
means,} and this, too, even at compound in-
terest —amode of accumulation which, fami-
liar as it is in name, is not in ¢ffect capable of
being tealized by any other means in favour
of individuals, though so happily brought to
bear in favour of the public in the instance of
the sinking funds ;3—not to speak of the col-
lateral advantage obtained, by creating on the
part of the lower orders, in respect of the
proposed new species of property, a fresh and
more palpable interest in the support of that

* When the pen was first set to work upon
these pages, there was generally understood to be
adeficiency of paper money. At present, there is
at least no such deficiency : — a superabundance
seems much more probable. At the time of the
want, the proposed paper presented itseif as a
remedy against the want : now, at the time of the
superabundance, it presents itself as a safeguard
against the sort of mischief — past, present, and
impending — which may be traced to the super-
abundance.

+ See Chap. XL

# On the first institution of the sinking fund,
cither designedly or undesignedly, the facts seem
to have been forgotten, that all the accumulations
at compound interest would arise from taxes ; as
also that to borrow with one hand, and at the
same time to redeem with the other, must be at-
tended with loss. The loss occasioned by this
latter practice has been ably cxhibited in Dr.
Mamilton’s Work on the national debt.Ed.

government, on the tranquillity of which the
existence of such their property will depend.*

On the larger scale upon which it may be
expected to expand itself, the measure, after
accelerating the otherwise rapid ascent of go-
vernment annuities to the par price,} and
clearing away the 4 and 5 per cents.,} would
afford the means of bringing the further re-
duction of the rate of interest on those an-
nuities to its mazimum in point of effect, rate
of reduction, and rapidity, taken together ;||
reduction of interest accelerating, too, in this
way, redemption of principal, instead of
taking place of it and retarding it, as on the
plan pursued in Mr. Pelham’s days.§

Other paper currencies bave been either
(like the French assignats and mandats, &e.)
engagements for money in unlimited quantity,
and without funds for performance; or pro-
mises of minute portions of a species of pro-
perty (for example lands and houses) incapable
of being reduced into such portions; or, like
some of the American currencies, promises
of metallic money, payable at a period alto-
gether indcfinite, dating, for instance, from a
fixed day posterior to the conclusion of a war.

By the proposed currency, nothing is en-
gaged for but to pay such monies as thereare
already funds for paying, and at such times at
which there are funds for paying them ; and
this in a quantity which, by the terms of the
engagement, has its ne plus ultra, and can in
no case add to the existing amount of the en-
gagements it finds charged upon those funds:
reimbursing immediately, and with profit, the
fund on which it draws, it stands distinguished
by this prominent feature, from all currencies
as yet exemplified. §

The losses, experienced or apprehended,
from rash or penniless issuers of promissory
notes, gave birth to the restrictions imposed
on 1ssues of sums below a certain magnitude,
But this reason has no application to notes
expressive of engagements, of the sort pro-
posed, on the part of government. Issuing from
such a source, the sums of the notes cannot be
too minute: incapable of increasing, certain
evenof diminishing, the amount of the engage-
ments they find existing, the influx of them
cannot be too great. The smaliness of the
notes adds to the multitude of the customers;
the multitude of the notes divides the mass
of the engagements, and does not add to it.
Confined within those bounds, the magnitude

* See Chap. XII. 4 See Chap. V. § 1.
+Sece Chap. V. §2. || See Chap. V. §f 3.4,8&5.
§ See Chap. X.” 4] See Chayps. I.'IIL & IV,
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of the emission adds not only to the profit of
the measure, but to the security of the fund.

A species of notes was not lorng ago pro-
posed, whereby government annuities were to
stand mortgaged, and yet (it was supposed)
without diminution of their value:—and
which were expected to pass, and be paid for
as if they had engaged for the payment of so
much money, though without binding any as-
signable individual to the payment of it. But
the now proposed plan engages for no pay-
ment for which adequate funds are not already
in existence ; nor without imposing on a de-
terminate individual the obligation of making
the payment out of those funds ; nor yet bur-
thens those funds, without immediately dis-
burthening them to a superior amount.

By taking from the load of government
annuities which is found pressing on the mar-
ket, the sale of the land tax for stock has bet-
tered the terms of all succeeding loans. On
the measure now proposed, hangs a profit the
same in kind, superior in degree.*

Reducing the mass of the national debt, the
operation on the land tax takes nothing from
the mass of national capital ; — the proposed
measure adds to it. The former borrows from
capital, but refunds immediately, with 10 per
cent. to boot; the latter adds still more to
capital, and that as speedily, without having
borrowed anything.{

Every penny of the national debt redeemed,
if redeemed with money not borrowed from
capital, is so much added (it will be shown)
to that part of the national capital which does
not consist of money. The addition made by
the sinking fund to the mass of national
capital, is little inferior to the defalcation it
makes from the mass of national debt, So
many years as, by the aid of the proposed
measure, may come to be struck off from the
period which would otherwise have been oc-
cupied in the redemption of the debt, so
many years’ interest, upon the sum equal to
the greatest amount of that debt, will there-
fore have been added, and that at compound
tnterest, to the amount of national capital, by
the operation of the proposed measure.

A sort of discovery in political economy
has been made of late (for such it seems to
be,) that commercial security is not less liable
to suffer by deficiency than by excess, in re-
spect of the customary quantity of paper in
circulation. Among the advantages attendant
on the proposed paper, will be found that of
affording a remedy, and that of the preventive
kind, against the shocks which commercial
security might otherwise have to sustain from
such deficiency or excess.{

Shocks of that kind are not, however, the
only mischief to which the community stands
exposed, not only by the abuse, but even by

® See Chap. V. § 6. + See Chap. VI,
+ See§Chap. VIL P

CIRCULATING ANNUITIES.

[Cu. L

the use, of every species of circulating paper
as yet known. Rise of prices is another mis-
chief, less heeded, but not less real. By gold
and silver money to the same amount, the
same mischief would (it is true) be produced,
and in the same degree; but the magnitude
of the mischief is in proportion to the sudden-
ness of the addition, not to the absolute quan-
tum of it ; and, in the shape of cash, the influx
is not susceptible of &ny such suddenness as
in the shape of paper. To be capable of op-
posing an effectual barrier to a torrent of this
sort, will be found to be among the properties
of the proposed paper. To point out measures
adequate to that end, is among the tasks un-
dertaken in the plan of the proposed measure. |

The extent of the proposed emission being
given, neither the efficiency nor the utility of
themeasure will be found open to dispute : the
only room for uncertainty regards the extent.
As to that point, cases are collected, presump-
tions offered: but nothing short of experience
can determine.

CHAPTER I

PLAN FOR THE CREATION, EMISSION, PAY-
MENT, AND EVENTUAL EXTENSION, OF A
PROPOSED NEW SPECIES OF GOVERNMENT
PAPER, UNDER THE NAME OF ANNUITY
NOTES.

§ 1. Creation, Emission, and Payment.

Art. 1. That there be issued from his Ma-
Jesty’s exchequer, in whatever quantity [1.]
it shall be applied for by purchasers, on the
conditions hereinafter mentioned, through the
medium of such local or sub-offices as are
hereinafter mentioned, and the interest or
dividends paid in such maonner asisalso here-
inafter mentioned. a competent number of
transferable promissory notes, to be termed
ANNUITY NOTES; importing, each of them,
the grant of a perpetual redeemable annuity,
payable to the purchaser or other holder of
the note, in consideration of the principal
sum, on the repayment of which such annuity
is made redeemable, and which accordingly
constitutes the denominative value or prin-
cipal of such note ; such interest to be paid
balf-yearly, [2.] immediately after the expira-
tion of each half-year.

I:l See Chapters VIII & IX,

L] Art. 1. (In whatever quantity.j The
money thus raised being appropriated to the re.
demption of stock annuities, when that redemp.
tion is completed, the emission will cease, by
articles 6 and 20; and, subject to that limitation,
the more copious the emission, the more profit-
able the measure.

. As to the mode of limiting, in cases of neces-
sity, the portion producing the effect of money in
the cn-cuEuon, see note to Art. 16, and Ch. IX.
Rise of Prices.

[2.] Art. L. ( Half-yearly, ) Yearly would be



TABLE L

TABLE OF A PROPOSED ANNUITY-NOTE CURRENCY;

Exnisitine divers particulars relative to a proposed series of Notes, carrying the same rate of Interest, and having for their values sums rising one above another in
a series of terms, 19 in number with 2 for their common measure ; of which magnitudes more or fewer may'be employed as may be found convenient. Also another
corresponding series of principal sums, which (they being raised in their amounts, while the corresponding amounts of inferest continue unchanged) give an inferior
or reduced rate of Interest, with reference to the series first mentioned. The sums proposed are in columns V, VI, VIL VIII, IX. X, XIIL ; — those used for illus-

tration, in columns L IL IIL IV. XL and XIL

L|IL | 1L V. v. | vt | wvi. | i | IX. [ X! XL XIL XIIL
o, | Bl /Dy Tnterests,  Principal Sum | Princual Sums a0 Amounts of nteres,proposd to be allowed o the proposed Princpal Sums fox Correct Amounts |  Diftronces | Erincleal Sumd cor-
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71 8 020 01 7 9 17 102 8 0 0 2 0 01 40|05 40| 110 40 3 080 314 0/008 0} 128 0 00
8| 4 010 501310 27 51 4 0 0 1 O 0080|028 0| 015 20 110 4 0 110 8 0|0 0 4 0O ‘64 0 0 O
9| 2 002 25 611 1(f 2512 0| 0 0 2 00 40,01 40}, 07 T7TO0 015 2 0 015 4 0{0 0 2 0] 32 0 0 O
=10 1 001 1213 5 2/ ¢ 1216 0| 0 0 1 002 0 0080|039 2 0770 07 8 0(0 010 16 0 0 0
11 i 000} 6 6 83« 682000 0} 0010|0040 0110 3 03 9 2 0 310 0|0 0 0 2 8 0 00
12 000 334 1|« 3 40| 00 0f 00 02,002 0] 0 011 lggg:% 0 110 3 0111 0j{0 O 0 1 4 0 00
13| 31000 111 8 0| s 112 0| 0 0 O 000 1/001 0| 005 23858 0 011 I355—3 0 011 2|~ - - - 2000
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¢STANDARD NoTE, or UNIT, to which the other Notes bear reference; | give a whole farthing will here require 2 whole year and part of another. In| By altering the principal sum (or purchase money for the standard amount

those above it in the scale being mulfaples of it and of each other; those be-
low it submultiples. Common measure, 2.

5 In the series marked thus the fractional parts of a farthing are omitted,
as not capable of being paid, nor requiring for any other purpose to be taken
into account.

< Rate of interest reduced thereby to £2: 19: 43 per cent., fractional parts
of a farthing being neglected.

4 Magnitudes, inserted in the series for uniformity,
superfluous,

< By putting together the siz sizes marked thus,
may be made up.

7By putting together the flve sizes marked thus,
actly may be made up; likewise by ten £100 notes,
mitted.

£ The notes marked thus may be termed Si.vER NOTES; all above them
being styled GoLD NoTEs. It is proposed that the paper for the GoLp
NoTes shall, for distinction sake, be yellow.

A Inthe DAILY AUGMENTATION TABLE on the back of each note, the

riods will vary in number according to the magnitude of the note. In the

tandard Note it is proposed they should be periods of eight days; and so in
the double, quadruple, octuple, and half of it —amount of increase by the
end of such period in the standard note, 8 farthings (=2d.) On any inter-
mediate day the exact sum will be made up by adding 1, 2, 3, 4, 5, 6, 0r7
farthings, half-pence, twopences, or half-farthings, accortiing to the distance
of the day in questiop from the last tabular day (i. e. day mentioned in the
table.) ¥n the higher notes the periods might be more numerous; n the
lower notes they would of course l}:: less numerous, since a period indicating
an increase under a farthing would be of no use. Among the silver notes,
in the 4s. note the year could contain but four such periods ; in the 2s. note
but fwo ; in-the 15, note but one; and in the sixpenny note but a part. To

but supposed to be
the sum of £100 exactly

the sum of £1,000 ex-
if £100 notes are ad-

this there will be no Daly Augmentation Table; and in the other silver
notes the dasly and yearly table will be combined into one. In the four in-
termediate notes between the silver notes and the half of the standard note.
periods of 32 days will sufice. 4
+ In this seres the fractional parts of a farthing are inserted, as being re.
qusite to be taken into account 1n respect of payment of interest by govern-
ment, or allowance of interest, as between individual and individual in the
way of circulation, For though on the lowest note (the sixpenny note) the
interest will not amount to so much as a farthm%,g{v the end either of the first
or second half-year, yet by the end of the third half-year it will amount to a
farthing with a fraction over, and conse uently, on three such notes taken
together it will amount to a farthing by the end of the first half_year, and on
tw]«:% thedend of the second haIf-yiBr. 3 ’
e reduction being from £2: 19 : 43 per cent. to £2:7 . 6 i
of a farthing neglected:% viz, a tnfle more than 2§ per cent. 726} (fractions
{ By putting t(:lgether the three sizes marked thus, the sum of £100 ex-
actlyTlimy be made up. th th
= The two series or scales here given, with their respective
doubles, &c. will be found to be the only convenient seneg for a c’:glr'é;iyagg
which daily mterest is to be computed, ~ The series which has the £12. 16
note for its standard note, giving for the rate of yearlfz]/ interest £2: 19 : 43'
being a trifle less than £3 er cent. ; the series Which has the £16 note for
its standard note, giving for the rate of yearly interest £2:7: 6}, being a
trifle more than 2§ per cent.
By each of these series or scales even sums (sums having a certain number
of pieces of existing coin exactly corresponding to them) are given for the
amount of the several notes respectively exhibited by them ; in any other
series that could be interposed fractional sums (sums not baving any num-

ber of existing coi nding to them) would
selvos in sev ergl pll:cse:xactly corresponding ) would present them-

m—r—

of interest, viz. a farthing a day,) from £16 to no more than half as much,
viz. £8, the rate of interest would be doubled ; that is, raised from a trifle
more than ?}% per cent. to a trifle more than 43. But, were this to be the rate
allowed at the present period (viz. anno 1800,) instead of profit there would
be loss. The rate given by the last loan glst February 1800) being no
more than £4: 14 : 2} per cent., instead of £4: 15 : 03, which would be the
rate allowed, if no more than £8 were taken for the above standard amount
of interest.

By altering the ém'nmpal (or purchase money of the said standard amount
of interest) from £12 : 165 to as much again, viz. £25: 12s., the rate of in-
terest corresponding to that amount would be reduced by one-half; 4. e. re-
duced from almost £3 per cent. to £1: 9: 8} —being & tiifie /ess than 14
per cent.

", instead of being reduced by one-half as above, the purchase m; of
the said standard amount of interest were to be doubletf i. e, raised from
£16 to £32, the rate of inferest correrponding to_that amount would be re-
duced by one-half — reduced from a trifle more than 2§ per cent. to a trifle
more than 1% per cent.

For all these rates of interest, as well as for any number of multiples or
ahquot parts of them, this same table (it is evident) may be made to serve ;
viz. by conceiving the series of ‘{n-incipal sums to be shifted so many de
higher or lower, the corresponding series of amounts of inferest remaining
wunmoved ; or, vice versi, by conceiving the series of amounts of interesi to
be shifted so many degrees higher or lower, the corresponding series of prin-
cipal sums remaining unmoved — the number of series or sc ez which differ
in such a manner from one another as to give the amounts of the several
sums comprised in them tkroughout, and which in both instances give none
but even sums, being (a8 above mentioned) but #wo, viz. that which has
£12: 165,, and that which has £16 for the price of the standard note.

S —r——— e e e om—iom——




PLAN AND EXPLANATIONS.

Art. 2. That the interest be in such sums
as to be capable of being computed daddy, as
in the case of exclhequer bills. That the daily
interest allowed upon the standurd note (so
termed with reference to any smaller or larger
notes that may come eventually to be added
to the circulation upon the same principle)
be a farthing ; [3] — and that the principal or
denominative value of such standard note be
£12: 16s; and that the interest, in order to
afford a profit to government, be inferior to
the current rate borue by government annui-
ties at the opening of the issue, say £3 per
eent. nearly [4]-— a small sum being added to
the principal sum, corresponding precisely to
that rate, for the sake of making the sums
the more even, especially at the bottom of
the scale. [5]

more simple (as may be seen in the form exhi-
bited for that purpose in Table I1.) as well as
more profitable to government; but being uncon-
formable to the established usage, it wounld beapt
to strike the customer as a great drawback from
the value, stand in the way of the profit expected
as under mentioned, by forbearance on the part
of note-holders to receive the interest (seeCh, V.)
and would be in a manner destructive of the
advantage obtainable in the way of compound
interest by persons keeping the paper in hand, as
stock is kept in hand, for that purpose.

[39 Art. 2. (A farthing.) By taking, forthe
standard note, a principal sum, having for the
amount of its daily interest, at the proposed rate
of interest, an even sum (i.e. a sum having an
exntung piece of coined money or number of
pieces of coined money, corresponding to it,) the
multiples of this standas d note will m like man-
ner have even sums for the respective amounts
of their daily interest, and their aliguot parts will
have for their amounts of interest, sums capable,
when put together, of being made up into even
sums.

Here, as in Exchequer bills, the interest is com-
puted daily, that each note may receive from each
day a determinate addition to its value, and may
pass accordingly in circulation.

The smallest of all notes possessing this pro-
perty is taken for the standard note, because the
~ naller a note, the greater the number of persons
that are capable of becoming customers for it.s

"T'he standard note being scarcely small enough
12 this view, it were better, perhaps, that not only
the half, but the quarier of it should be issued
at the same time.

The larger notes will serve to protect the
sinaller ones from the contempt which might
otherwise attach upon them, by reason of the
smallness of the daiY;, and even weekly, amount
of mterest.

[4] Art. 2. (3 percent.) For the reason wh
no higher rate of interest could be allowed wit
profit on a series of notes carrying daily interest,
nor any lower above 2§ per cent., which in the
first instance might be too low, see Currency
Table, note m.

[5] Art. 2. (Bottom of the scale.) See Cur-
rency Table.

a Had the bank been sufficiently aware of this,
would they have waited, till compelled by neces-
sity, before they 1ssucd their £2 and £1 notes ?
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Art. 3. That each note contain, on the face
or back of it, a table, whereby the value of
it, as increased by daily interest, may be seen
for every day in the year, by inspection, with-
out calenlation; also a table, whereby in case
of forbearance [6] to receive the interest, the
value of a note of that magnitude, as increased
by daily interest, added to yearly interest so
forborne to he received, may be seen, for any
number of years, by a single addition; to-
gether with an indication, by means of which
it may be seen galso by simple inspection) for
what number of years, if any, the interest on
the particular note in question continues un-
received.

Art. 4. That the interest on each note,
whenever issned, commence on the first day
of each year of our Lord ; and that, on notes
issued on the several days after such first day,
the interest to the day of issue be added to
the purchase money. [7]

Art. 5. That no such annuities be ever is-
sued at a less price, [8) (. e. s0 as to bear a

6] Art. 2. (Forbearance.) See Currency
Table. On a note which passes on from hand to
hand, any number of years may elapse before the
interest on it is received from government; since
the interest may be received by each holder with
less trouble from the individual to whom he passes
1t. Hence one source of the profit to government
(see Chap. V.) Tt is only where a man keeps a
note in his hands as a source of income, that the
interest of it will be applied for at the offices. In
fact, it is only in the case where a man means to
hoard up at compound interest, that it will be
necessary for him to receive the interest upon his
paper from government ; inasmuch as, without
trenching upon the principal, he may spend the
income from his notes, by passing ofi a propor-
tion to that amount, keeping in hand the rest.

[7] Art. 4. (Interest added.) Upon all notes
of the same denomination, interest must com-
mence upon the same day (say the first day of
the half year,) otherwise 365 notes of the same
denomination might be of so many different va«
lues: and if interest is to commence on that day,
a purchaser in the way of issue must pay for the
note accordingly; otherwise customers would be
apt to delay taking out their notes till the last
moment ; keeping their money in their pockets,
or employing 1t in other ways in the meantime 3
and then they would pour in, all at once, in
crowds too great to be served. .

[8] Art. 5. (At a less price.) Want of security
against depreciation has hitherto been the bane
of government currencies, and is among the rea-
sons why banker’s paper, yielding a low interest,
is taken, notwithstanding the existence of a go~
vernment currency (exchequer bills) yielding a
higher interest. Government must,1tis true, have
the money it wants upon any terms; but so long
as it reserves to itself the faculty of selling any
one species of annuities (ex. gr. the existing
stock annuities) in a guantity commensurate to
the amount of the money it wants, at the fimes
price, it may refuse to sell any other (such asthe
proposed note annuities) under a fized price. As
anybody may have as much of these annuities
he will at par, nobody will ever give more; and
as no more can ever be sold than is applied for,
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greater rate of inferest) than the first issue,
aud accordingly, that as often as any money
comes to be raised at a higher rate of inte-
vest by perpetual annuities, it shall be by the
creation of stock annuities, &c. as at present;
and that a clause to this effect be a funda-
mental article in the contract made with the
purchasers on the part of government, and
be inserted accordingly in the tenor of the
note.

Art. 6. That, at that price, the issue be
kept open, so long as any of the redeemable
stock annuities existingat the eommencement
of the issue, continue unredeemed, and no
longer; and that this be another such funda-
mental article. (See Art. 20.)

Art. 7. That no such note annuity be paid
off till the wholc mass of stock annuities ex-
isting at the commencement of the issue, or
created subsequently, shall have been paid
off, [9] and that this be another such article.

Art. 8. That for every £3 a-year annuity
thus created, an equal portion of stock annui-
ties be forthwith bought in and extinguished
within a time to be limited; and that this be
another such article,

Art. 9. That the profit resulting from the
difference between the price at which each
such annuity shall have been sold, and the
price at which an equal mass of annuity shall
have been bought in, be carried to the sink-
ing fund, subject to such other dispositions,
if any, as from time to time may be thought
fit to be made by parliament with respect to
a predetermined portion or portions of it.

Art. 10. That, at the outset, no othei note
be issued than the standard note (£12 ., 16s.)
with the half, or with the halfand quarter of it.

Art. 11, That, by degrees, the series of
notes be extended downwards, each succes-
sive note being the half of the one imme-
diately preceding it (with or without the
omission of any term or terms in such descend-
ing series) until it has descended to the low-

and the demand for these annuities will increase
as the mass of existing stock annuities comes to
be redeemed, by the money raised by the sale of
these note annuities, backed by the money from
50 many other funds, no man need ever part with
them at a less price ; since, by taking an annuity
note in the way of circulation, 2 man will save
the trouble of %ﬁng to the office for it, and
taking it out in the way of issue, not to speak of
the small fee which it ma{ be necessary to re.
quire, (See Art 17, and Chap. IV.)

[9] Art. 7. (Paid off:) By an assurance to
this effect, nothing can ever be lost to govern~
ment; because, so far from profit, while an an.
nuity to the amount of £3 a.year can be paid off
by £100, an annuity to no more than £2:19s.
a-year can never be paid off but to a Jess: and
it will be no small recommendation, especially
when, by the operation {as will be seen) of this
measure, the oomElete redemption of the existing
Toass of annuities has been brought to view, (See
Chap. V. §2.)

CIRCULATING ANNUITIES.

[Cu. 1.

est piece of silver coin in common currency,
viz. a sixpence; and that it be then consi-
dered whether to give it a further extension
downwards, viz. to the level of the copper
coinage. 510]
Art. 12. That the notes having for their
respective values, sums not exceeding the
largest silver coin in use (viz. 5s.) be distin-
guished by the appellation of silver notes, all
sbove being for the same purpose termed
gold notes ; and that to facilitate the discri-
mination, a corresponding peculiarity of colour
be given to the gold notes.
Art. 13. That, moreover, as convenience may
suggest, the series be extended to a corre-
spondent length, or otherwise upwards;[11]

[10] Arxt. 11. This, if not stopped Ly the ex-
pense (which increases with the number and not
with the value of the notes,) would be attended
with several advantages.

1. The copper notes, the receiving of interest
upon them being attended with a degree of
trouble, in proportion to the number requisite to
produce a principal yielding a mass of interest
worth regarding, would stay in the circulation,
and by lessening pro tanto the amount of the
supply capable of meeting the demands of those
who want their paper to hoard for the purpose of
income, it would increase the scarcity of the
paper of the first issue, and render customers the
more willing to accept a second issue at a re-
duced rate of interest.

2. The profit by forbearance to receive the in-
terest (see Chap. V.) would take place upon the
whole of this branch of the currency.

3. The proposed paper, being so effectually
uarded (as will be seen) against forgery (see
‘?lamations to the Form of an Annuitg Note,)

and the copper coinage so much exposed to that
crime, notwithstanding all the exertions that
have been made to rescue it, the saving to the
public, especially to the inferiorand more nume-
rous classes, on this score, would be a matter of
considerable and almost universal accommoda-
tion ; — and,

4. The saving to government, lzg the diminu-
tion of the expense of renewing the copper and
other coinage, would be proportionably consider-
able,

How far the expense would be capable of being
paid for by the profit, would be learned by ex-
pericnce from the silver notes.

The minuteness of the small notes would be

rotected from contempt by their relation to the
farge ones ; and to go in change for one another,
they must, all of them (even copper not ex-
cepted,) bear an interest, and the same rate of
interest. .

A reason for making the extension gradual,
may be to avoid perplexing the public mind wich
a multiplicity of notes of different values, before
it has been familiarized with any of them. But,
at the worst, the magnitudes would be little, if
anything, more numerous than in the case of
bank.notes.

[11] Art. 13. (Upwards.) The time for is-
suing large notes, i. e. notes of the magnitude of
the smallest exchequer bills and upwards (in a
word, all annuity notes above the £50:8s. notes,)
will not arrive till after stock 3 per cents. are
at par; for, till then, exchequer bills, yielding
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in which case the series will, if complete,
consist of nine terms below the standard note,
and as many above it — total, nincteen; hav-
ing two for their common difference: values as
by the annexed table. .

Art. 14. That when the credit of this pa-
per has been established, or even from the
first, notes already taken out by individuals
be received (as bank-notes are at present) at
the several government offices [12] in the
country as well as in the town, and re-issued
from thence in the way of circulation, as they
would be between individual and individual,
charged with the intervening interest, to as
many as may think proper to receive them at
that value.

Art. 15, That the offices from whence the
proposed paper is issued to the purchasers,

more interest, will draw off’ from the proposed
annuity notes all customers whose quantum of
money capable of being kept in hand extends to
such a fPurchase; unless possibly m the remote
parts of the country, where exchequer bills are
unknown, or not in use.

[12] Art. 14, (Recerved af governmentoffices.)
‘Were this to be done from the first, a great lift
would certainly be given to the proposed currency
at once: the only objection seems to be, the pos-
sibility lest, in case of any sudden turn taken
aganst 1t by the public mind, the exchequer
should for a time be overloaded with it, 4. e. la-
bour under a dgficit of cash (the only money that
nobody can refuse) to the amount of it. Butm
Chapter IV. the improbability of such an event,
and at the same tume an effectual remedy, is
pointed out.

Supposing bank-notes to be driven out of the
circulation,® the same sort of necessity, or sup-
posed necessity, which gives employment to bank
paper in the transactions of government? and in
other transactions upon a large scale, in prefe-
rence to cash, to save counting, examining, and
tuggaye, would create an equal demand tor the
annwily note paper on that score.

a This (it should seem) would depend upon
government ; since if government, in the issues
of annuity notes, refused to take bank notes in
payment for them, the unwillingness to take
barren paper, when interest bearing paper was to
be had, would soon become general, if not uni-
versal. As to the propriety of this, or any further
measures in the same view, see Chapters VIIL
and IX.

b ¢ Gnineas cannot be used in any considerable
dealings,” says Mr. H. Thornton, in his evidence
before the Committee of the House of Lords on
the stoppage of the bank. (Report, p.72; re-
printed In Mr, Allardyce’s Address on the Af.
1airs of the Bank, Appendix, p. 54) By Mr
Abraham Newland’s evidence, in the above Re-
port (p. 62,) 1t appears that the payments of cash
into and from the exchequer, are small in compa-
rison with the payments in bank notes; not above
£50,000 or £60,000 a-day, upon an average, Te-
maining in the exchequer in the shape of cash ;
forming a daily total of money (cash and Eaper
together) averaging about £151,095 (see Chap.
V.) And out of £20,000,000 paid on the score
of dividends at the bank, not above £1,300,000 or
£1,400,000 is paid otherwise than in bank-notes.
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be, in the first instarce, the several local post-
offices {13} in town and country, with the

[13] Art. 15. (Post-gffices.) Dispaich, punc-
tuality, cheapness in the transaction of tlf:hn-
siness, suffi Y 0, ber, and equalily o
distribution in regard to the stations, forming the
characteristics of the post-office establishment, as
compared with all other provincially-diffused of-
ficial establishments. Tglae form the properest
stat;'lons for the transactign of tlhe business, as ‘;velr(}
as the properest, or rather only proper, standa
for the mode of conducting it PInpetlrxe London
penny post-offices, deliveries of letters six in a
day ; therefore once every day cannot be too often
for deliveries of packets of annuity notes, Six
times a-day go letters, some of them with money
in them ; therefore once in a day cannot be too
often for money to go without the letters.

The oftener the Teceiver’s hands are emptied
of the principal money, the less the degree of

ecuniary responsibility that need be required of

im: few of the existing post-offices, town or
country, that may not be trusted with a day’s
stock (say £200 or £300) at a time (more insome
places, according to the opulence and populous-
ness of the spot;) many whom it would not be
prudent to trust with a month’s stock, say thirty
times that amount.

This gublic money being required to be kept
unmixed with any other monies, and in a govern-
ment package, and the officer declared to be a
“ gervant ™ of government,—in respect of its de-
ficiency, otherwise than from accident, he might
be treated on the footing of embezzlement ;—
capital felony in case of ubsconding; single other-
wise.

In the penny post-office, one-tenth of a penny
is the pay in respect of each letter, for marking
each with two stamps ; besides the trouble of ex-
amining and receiving the money, and occasion-
ally of giving change, in the case of those letters
with which money is paid.

The proper quantim of pay is in all cases the
least that will be accepted by a person competent
to the business; such cases only excepted in
which, from the nature of the service, the value
of it is capable of being raised to an indefinitely
increasing pitch of excellence by extraordinary
exertions.

With this exception, quantity of froudle, not
value of the subject-matter, any otherwise
with a view to pecuniary responsibility, is the
proper standard and eflicient cause of demand for
pay. Poundage, considered as a mode of remu-
neration, is therefore very apt to be dispropor-
tionate and excessive.

On a letter, for which no more than a penny
is received — out of which penny the expense of
conveyance must be defrayed. as well as a por-
tion of the expense of general suiperint.endence,
and a profit made . 10 per cent. for the trouble
of receiving it, is at the same time almost aslittle
as can be given, and yet (though in this case no
more than the tenth part of a penny) as much 28
requires to be given. Forreceiving the priceof a
set of stamps, some of them 8s high 33 sev

unds s-piece, the same poundage would be ac-

owledged to be excessive.

If the trouble attending the issuing of an an-
nuity note (the filling up the blanks, exa-
mining and taking care of the purchase money)
were no greater than that of receiving a penny-
post letter (allowance made for thte proportion on
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eventual addition of any of the other local
government offices (such as the stamp and
excise offices, ) or in case of need, other offices
to be established for the purpose, in such
situations and numbers as may be found ne-
cessary.

Art. 16. That to save trouble in the issue
of the smaller notes, especially the silver notes,
government reserves to itself the power of
fixing the Jeast quantity [14] of annuity-note

which money is received, and the requisite extra
wrouble taken,) experience shows that the tenth
ofapennl); would be a sufficient recompense:

t the trouble would be in 2 considerable degree
greater—perhapsthree, four, or fivetimes asgreat:
— therefore so, it would be necessary, should the
pay. A halmnny might in this way be neces-
sary, and at the same time sufficient, in the case
of the standard note of £12:16s.; and upon a note
of this magnitude, not only a hnl]f})enny, but
several pence, might perhaps (as will be seen in
Art, 17,) without” much inconvenience be thus
im‘roaed; and thus, as far as notes of that magni.
tude were concerned, the expense of management
at the local offices might be thrown upon the in-
dividuals — the purchasers. But though a pur-
chaser might not grudge a few pence for the profit
to be made in the way of interest upon a £12: 16s,
note, he certainly would not give so much as a
halfpenny for the profit to be made upon a six-

mny note, a8 it would be three or four years be-
?oere the interest would have reimbursed the fee
thus advanced. In notes that were to a certain
degree below the standard note (sayin the £3: 4s,
or £1: 12s. notes,) it would be necessary that the
fee upon each, though not remitted altoglzther,
should be reduced below the amountof the lowest
coin, — a farthing ; which would be the case, if
notes under the £3: 4s. note, for instance, were
not to be taken out but in parcels, and a half-
penny or a farthing were the fee upon each par-
cel; in which case it would be necessary that
government should make up the difference. This
1t would be well worth its while to do, even upon
the copper notes ; since, in Yorkshire, awordgg
to Adam Smith, before the restriction on sma
notes, sixpenny notes were issued by individuals
in abundance.

As to the general annuity note office, — having
no intercourse with individual customers, nor
with the local office.ke but by letter, the
nature of the business admits of its being con-
ducted with perfect regularity, and upon a plan
extremely simple. (See Chap.V, §2, Projt’tj in

¥ of manag

[14] Art. 16, (Least_quanfity.®) A note
under this amount would consequently not be
capable of being taken out singly, but only as
one in a parcel, with other notes of the same or
different magnitudes. So also, perhaps, in re.
gard to the carrying in notes to the local office
to be sent up to the general office, to be returned
from thence with the interest; as likewise in re-
gard to the chm&gri;f large for small notes, or
vice versd, or inj notes for fresh ones. But
instead bgf a prol ueidbit;g:ﬁ as above,léhe same end
might be answered, aps more advantageous-
!y:gl?l sotne, at least, of the above instances, by a

4 Not less, for instance, than the amount of
the guarier note (the £3: 4s. note) or the half
guarter (the £1 : 12, note.)

CIRCULATING ANNUITIES.
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money, which an individual shall be allowed
to take out at once; as also to prescribe the
composition of that quantity, taking care to
leave to the customer the choice of the com-
position, as far as it may be a matter of indif-
ference to government.

Art. 17, That powers be given to the king
in council, or to the treasury, from time to
time to declare, whether any and what fee,
not exceeding a certain amount, shall be paid
by the purchaser, on the emission of each
note or parcel of notes constitutive of such
or such a sum ; as also on the exchange of an
old note for a fresh note, at the instance of
the holder — regard being had in both cases
to the magnitude of the sum constituting
the value of the note or mass of notes; as
also to call in at any time any such note or
notes, g0 it be without expense to the holder,
for the purpose of their being examined or
exchanged ; and, by suspension of interest, or
other penalties, to enforce obedience to such
calls; as also to declare whetherany and what
Jee shall be paid by the holder on the receip?
of the interest due on each note or parcel of
notes. [15]

small fee, acting as a penalty to the amount of
it, as by the next article.

By this means, the offices would be kept clear
of the most troublesome, as well as numerous,
class of customers. Silver notes, for example,
would in that case be taken out, not singly by
Jjourneymen manufacturers, but in pareeis by
masters, by whom at pay.day they would be
distributed among their journeymen.

Interest would by this means be capable of
being received at the offices upon the smallest
notes (which, as above, is necessary to their pass~
ing in change for large ones;) though what is

robable is, that on the small it will scarcely ever

demanded, (See on this head, Chap. V. Pro-
interest undemanded.)

14
ﬁ % \bﬂ"lhat is the least note that can be issued with

profit, will be determined by the quantity of time
occupied in the operations necessary to the issue
of it. Possibly on this account, in the silver, or
at least in the copper notes (if any,) the actual
signature of the local office-keeper might be dis-
pensed with, and a stawp of some kind (affixed
at the time of issue at his office, or previously at
the general office) be employed in 1ts stead.

In this power is included that of suspending
the issue of notes of any particular magnitude or
megnitudes ; by which means, in case of an in-
ordinate demand for the proposed paper (viz.
such an one as shall threaten to swell to & perni-
cious magnitude the quantity of it producing the
effect of money in the circulation,) a stop may be
}mt at any time to the inconvenience. {See Ch.

X. Rise of Prices.)

[15] Art. 17. (Bmission, exchange, or pay-
ment of interest.) Imposing, after the opening of
the office, the minutest fee on any of these occa-
sions, would be a breach of engagement, and
moreover, if otherwise than by authority of par.
liaroent, an invasion of parliamentary rights.

In regard to the fixation of the amount, no
harm could result from allowing to the executive
government a moderate latitude ; such as from a
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Art. 18. That periodical accounts be pub-
tshed of the progress of the issue, [16] as re-

farthing to sixpence an the standard note of
£12: 16s.; and room would thus be allowed for
following the dictates of convenience, as indi-
cated by experience. Without being so great
as to check the issue, the fee might perhaps be
made to favour the circulation. l?n e circula~
tion it might produce a premium. the mazimum
of which would be the amount of the fee.

The progress of the issue being known every-
where, 1t is scarcely possible that, in one and the
same place, this paper should be meeting with
customers in the way of issue, and at the same
time meet with refusals in the way of circulation ;
the trouble of taking out, however small, being,
with or without the expense of the proposed fee,
s0 much saved by taking the note 1n the course
of circulation. Not even as between different
places does it seem very likely that any such con-
trariety should take 8\ ce ; but were the incon-
venience to happen, the proposed fee, if made a
little larger thanr would otherwise be necessary,
might ag‘ord something of a remedy. Suppose
the fee on the £12: 16s. to be 4d.,and the circu-
lation dull at York, while the issue was brigk at
Bristol: a York banker, taking them at par at
York, might, by sending them to a correspon-
dent at Bristol, sell the notes there at 2d. or 3d.
premium, especially if a correspondence of that
sort were favoured in regard to postage. Solong
as this lasted, the issue at York would be stopped;
instead of getting them at the government office,
the customer would get them at the bankers,
whereby he would save 1d. or 2d., besides a part
of the troubles and the load upon the market at
York would be taken off. An agio to an unli-
mited amount would indeed be destructive of one
of the characteristic advama,ti:es of the measure;
but an agio to an amount thus strictly limited,
would scarcely (it is supposed) be felt as a dis-
advantage. Were the note kept in hand, though
it were but for a few days, the interest on it for
that small space of time would afford complete
reimbursement of the greatest possible amount
of loss.

If, in regard to the quantum of the fee, the
principle were, that it should amount to just so
much as would be sufficient for the remunera-
tion of the local distributor, — this, again, would
be a reason for making it variable within certain
bounds ; for, under any given plan for conducting
the business, it would be matter of experiment
what is the lowest fee that would be sufficient;
and by such improvements on the plan, as reflec-
tion fed by experience might indicate, the time
and trouble, and thence the quantum of remu-
neration necessary, might from time totime come
to be reduced.

[16] Art. 18. ( Accounts published.) The uses
of such publication are as follows : =

1. That, from seeing this paper taken out in
the way of issue, people may be the more ready
to take it in the way of circulation.

2. That in case of its proving to be in an
d an impediment to the circulation of ban
and country banker’s paper, the parties con-
cerned may, by observing how the paper spreads,
have timely warning to withdraw or keep out of
the market any superfluity in their own paper.

3. That in case of any local difficulty as to the
circulation of the paper in one part of the coun.
try {for instance, by reason of any sudden and
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gularly, and circalated as extensively, as the
prices of stocks are at present, under heads
expressive of the day, the place, the number
of notes of each magnitude, and the total
amount issued on each day at each place;
together with the increase or decrease of the
amount, as compared with former periods ; and
any such other particulars as may be of use.

§ 2. Eventual Extension.

Art. 19. That if, by this and other means,
three per cent. stock anuuities should ever
have nsen to par, the produce of the issue of
note annuities be thereupon applied to the
paying off, instead of buying in stock annuities;
and so foties quoties, buying in whenever they
are under par, paying off whenever they are
at or above par.

Art, 20. That inasmuch as the paying off
stock annuities, the greatest part thereof
carrying three per cent., will lead to a rapid
and almost simultaneous conversion [17] of

extraordinary demand for cash) the load of the
paper m the market ma{ be lightened, by send«
Ing it to another part of the country, where the
issue is observed to be going on briskly.

4. That from the amount of the issue in the
course of each given period, indications may be
deduced of the degree in which any temporary
cause of depreciation must have operated, before
it can have the effect, not only of stopping the
1ssue, but subjecting to a discount the quantity
already in circulation.

5. That data may be afforded, from which the
several classes of persons interested may be able
to foresee the approach of the several results or
effects in which they are interested ; such as the
rise of stock 3 per cents. to par— the growing
scarcity of government annuities — the reduction
of the rate of interest paid by government in
respect of them — the increase in the mass of
national capital, by the paying off the annuitants
— the reduction of the rate of interest in gene-
ral, &c.

[17.] Art. 20. (Conversion.) Conversion isa
word used for shortness, to indicate the result of
two operations: — on the part of government, the
redemption of such or such a mass of stock an-
nuities ; and on the part of the stockholders so
expelled, a purchase made of the fresh mass of
note annuities to equal amount — a result which,
in the case where a man dues not choose to part
with the mass of anbuity he receives from governe
ment, i8 a necessary consequence.

That the digposition te accede to such conver.
sion should be nearly umversal, seems altogether
probable, The loss of interest is but a sixtieth;
and, in all other points, the change will be greatly
to a man’s advantage. In a very short period it
cannot fail of taking place, When stocks {three
Pper centa.) are no higher than par, the £2:19s.
note annuities are (it is true) worth, as far as in-
terest only is concerned, nomore than £98:6:8;
— but no sooner are three per cents, up at 102,
ihfll)lo ;he £2 : 19s. per cent. are worth upwards of

Among any such group of annuitants thus for.
cibly ,there will always be a certain propor.
tion (it 18 t.me,z who at the time of the expulsion
were desirous of disposing of their annuities, and
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the whole amount thereof into note annuities,
bearing nearly the same rate of interest; —
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and inasmuch as, upon the redemption of the
last parcel of redeemable stock annuities, the

would have done so, had the matter been left to
their choice. But, by the supposition, there will
be at the same timefanothcr 81:;1?31 des;t{]mis of
purchasing a mass of annuities, at the least
to that which is thus wished to be di of
otherwise the price of the article w not be at
par, whichit is supposed to be ; — therefore, set-
ting the one demand against the other, the whole
amount of the mass of annuities paid off at or
above par, may be set down as so much taken
from a set of proprietors, who will not ’part with
such their property, but will accept of it in the

new shape. .

Proposed mode of effecting the conversion. —
Adjoining to the room where a man signs in the
smckobooi a recognition of the redemption of his
mass of stock annuities, are two other rooms —
a money-room (as at present the dividend-war-
rant room) and an annuity-note room. Question
by the clerk: * Is it money you want? yonder
is the room for receiving money, and here is the
warrant for it. Do you keep your annuities?
yonder is the annuity-note room, and here is your
warrant for the amount in annaity-notes.”

On this oceasion, #wo provisions, customarily
inserted in the acts, will require observance:—1,
That notice (a year in some instances,® half-a-
year in others ) be given of the intention to pay
off; and that the masses paid off’ at once be not
less than of a certain magnitude.— £1,000,000 in
some cases, £500,000 in others. Of the former
the object was, as it should seem, that a man may
have time to form his plans in regard to the em-
ployment of his money ; of the other, to obviate
the suspicion of personal preferences, which, if
the masses were small and undetermined, might
be manifested in favour of individuals; viz. by
paying a man off, or respiting him, whichever
were most advantageous at the time.

To comply with these conditions, as far as ap-
pears either practicable, or material, or consistent
with the practice and intention of the legislature:
— suppose the course taken, in regard to the re-
demption of the stock annuities, with a view to
their proposed conversion into nofe annuities, to
be as follows, viz, —

1. Notice to be given, in the usual form, on the
day immediately preceding the next day for a
ha‘vf-yearly payment, or on any earlier day sub-
sequent to the then last day of hslf-yearly pay-
ment ; —such notice to be expressive of a general
intention on the part of parliament, from and
after the day mentioned in such notice, to pay
off the then remaining mass of stock annuities, in
masses or lots of not less than the above stipu-
lated magnitude of £500,000, as fast as the sums
of money for the makine%of such payments shall
respectively be completed ; — the order in which
the masses shall be paid off, to be determined by
8 lotet:ry, unless changed in the way next men-

By the publication of the progress of the issue
in the newspa) it will be known all over the
ﬁfdcm day by day, what sum is in hand appli-

e to this pmse. The masses being marked
in numerical order for this purpose, each stock-
folder will see, day by day, whether the mass his

* 25 Geo. I1. ¢, 27 (the first consolidated act;)
39 & 40 Geo. 1L .
53 Geo. IIL c. 10,

portion of stock belongs to is ripe for payment,
or if not, how soon it is likely to become s0.

That a al notice of the infention, in con-
tradistinction to a particular notice for the very
day, was all that was meant by the legislature,
may be inferred with some degree of assurance
from the ice in Mr. Pelham’s case. Fifty-
seven millions worth, and upwards, was the mass
of capital in relation to whi& notice was given on
that occasion — that, in the event mentioned, it
should, on a particular day mentioned, be paid
off : so that, if the invitation given bad remained
altogether without compliance (an event which
for some time was highg' probable,c) the whole
would on that one day have been to be paid off,
and the money put into the hands of as many as
on that one day might hapren to apply for it.
But, that such payment could have taken place,
either in respect of the whole of the mass, or so
much as the greater part of it, and that, either on
the day fixed, or on any assignable subsequent
day, within a week’s or a month’s or even a quar-
ter’s distance of it, is a result that does not pre-
sent itself as probable.

To borrow nearly fitty-eight millions in the
lump, and at that early period too—or even nine
and twenty millions, and that payable all in one
day—presents itself as an affair of no small diffi-
culty, even on the ordinary footing of mutual
obligation as between the two contracting parties.
How much greater the difficulty, if (as by the
supposition contended against) one party (coma
posed of the eventual lenders) was to be bound,
while government, the eventual borrower, was to
remain loose !

It seems, therefore, that (according to the in-
terpretation put in that instance by parliament)
by a notice that the capital of government annui-
ties will, to such amount, be paid off on such a
day, nothing more is to be understood than that

as here proposed) a part will be paid off on that
ay to such as apply for it, and the remainder
at some subsequent day or daﬁs, according as the
m;y for paying off shall happen to come to

Ifnot—and if it were regarded as an article not
to be dispensed with, that no one parcel of the
consolidated 3 per cents. should be paid off but
on one of the half-yearly days in use for the pay-
ment of the dividends on these annuities, and that
day posterior, by one day at least above a twelve-
month, tothe first day on which the notice to that
effect shall have been made public — the conse-
quence will be, that upon the first parcel so paid
off, the loss of ime and interest will amounttoa
full twelvemonth; but that upon all subsequent
parcels, the loss of time will be such as cannot
amonnt to [ess than a year and a quarter upon the
whole. For paying off the first parcel —say on
the 26th of ber 1804 — the latest day on
which notice can be made public, will be the 24th
of December 1803. For paying off the second
g:rcel, the earliest day that can be appointed will

the 24th of June 1805. Should a parcel of the
magnitude required by the act {£500,000) have
come in or been made sure by the 25th of De-
g:mber 1803, noticethmsy hef given on the next

y, appointing, a8 the day of payment in respect
of tfm? gond sum, the 24th of } une 1805. But

< Sinclair, ii. 112,
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emission of note annuities at this rate of in-
terest must (according to article 6) imme-

on this second transaction, 1} year, all buta day,
would belost. If, again, by the 23d of June 1804,
a third sum happened to have been collected or
made sure, and notice given accordingly for the
24th of June 1805, as before —then upon that
sum no more than a year and a day would belost,
as above mentioned ; and upon the whole, sup-
pos:;lg the intermediate days — of collection per-
tected, and notice given accordingly —torunin a
regular series between such earliest day and such
latest day, it wounld, by the nature of an arithme-
tical series come to the same thing as if the quan-
tity of time thus lost amounted to 1} yearin each
instance.

2, Meantime, by way of encouragement to
stockholders to expedile the measure by their
concurrence, books to be opened, in which each
individual may subscribe his consent to take an-
nuity notes for his stock at the same price. The
amounts of stock thus subscribed to be made up
into masses of a determinate size, as above,—the
lot which is first filled to be the last paid off —
and s0 on in the order of the lots ;—and the opera-
tion of the lottery to be confined to such parcels
of stock as shall have remained unsubscribed.

By subseribin g, and subscribing as soon as pos-
sible, aman (it has been seen) will have nothing
or next to nothing to lose, and he will have much
to gam.

As the holders of annuity-note paper of the first
issue will all of them, sooner or later, be paid off,
and as, when any such note of the first issue is
paid off, the holder will have no certain means of
placing his money out at interest upon the same
sort of security, otherwise than by purchasing into
the second issue at the reduced rate of that issue,
he will naturally be upon the look-out for paper
of the first issue. But as this will be the case with
regard to all such expelled note-holders as fast as
they are cxpelled, such paper will (it is evident)
bear an increase of price ;— which increase will of
course be greater, the more remote the period
appears, at which the wass, to which the note
belongs, is about to be paid off.

From every such mass of annuity of the first
issue, it is known that sooner or later one quarter
of the amount will be struck off, unless a man
chooses to receive the principal or purchase-mo-
ney mnstead of it; and this quarter, compared with
the reduced remainder, may be considered as a
sort of temporary annuity, for a term not altoge-
ther certain, but longer and longer in proportion
as the note stands higher on the privileged list.

Under these circumstances, the opening of a
second issue will immediately (it is evident) give
an mcreased value to the whole remaining paper
of the first issue;— which increase cannot at any
time, nor in the instance of any class, amount to
quite so much as 25 per cent. (the difference
between the rates of interest on the first and last
issues,) payable during the time of respite—and
from thence will vary, in a series decreasing down
to 0. The notes of each class will at all times be
worth something more than the notes of the same
magpnitude, in an inferior class ; and as the time
for the redemption of the highest or last redeem-
able class, and thereby for the reduction of the
rate of interest upon each class,isseen to approach,
the extra value of the notes of all the classes will
sink together.

At the outset, this rise in value will approach
the nearer to the 25 per cent., the less quick the
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diately cease ; — and inasmuch as the mass of
government annuities will in the meantime

progress of the redemption l)romisa t be. Sep.
se it to be no more than 124 per cent., or even
3 per cent., even at the very outset, and in the
case of thevery highest class, the prospect of it will
still hold out a very ample premium or bonus to
subscribers. The subscription will be a sort of
lottery, with all prizes and no blanks ; since the
worst that can happen to a man will be, not to
receive more than he ever paid principal and
interest; por yet so entirely a lottery, but that
diligence will crease his chance,

As between note and note in the same class,
the order of priority in respect of redemption
might be determined, either by the number of
gielnote {as in the case of exchequer bills,) or

y lot.

The complication incident to this state of things
may present itself at the moment as an objection
to the measure ; -— notes of two issues current at
a time; those of the closed issue bearing a pre-
mium, different in the several classes, however
numerous ; those of the open issue, bearing no
premium ; and each note increasing, and thereby
varying in value every year, half-year, quarter,
month, week, or day, as time advances, according
to the magnitude of the note. But as to govern-
ment, the complication will not be attended with
any embarrassment. Whatever variation the
price may be subjected to in the way of circula-
tion, there will be but one price for government
to0 pay on redemption, or receive on issue. To
imﬂwduals, the variety is productive of neither
loss nor trouble. Where the premium 1is an ob-
Ject to a man, he will accordingly pay iton takinﬁ
a note, or make a demand of it on parting witl
it; where the difference is no object, he will
neither pay it nor demand it. It cannot be pro-
ductive of any dispute; since whatever may be
the amount, no man has any right to claim it;
there will be no authoritative table to fix it, an
attest the reality of it; as in the case of the aug-
mentation by lapse of time —1 mean by daily or
half.yearly interest unreceived, To those who
will fzke upon them the trouble of attending to
the variation, and whose dealings in relation to
it will thence be conducted on a lar%e scale, it
will afford a source of profit; and in that charac-
ter inay afford to two classes of professional men,
the stock-broker and the stock-jobber, a compen-
sation for any loss they might otherwise sustain
from the measure,

Even the owners of the 4 and 5 per cents. might
find in this arrangement, not only an inducement
to come cheerfully into the measure, but such a
compensation, or at least mitigation, in respect of
their loss, as on the score of humanity (for strict
Jjustice is out of the question) may perhaps not
be disapproved. For such of them as shall have
come in by a time tobe fixed, the highest classes
may be reserved, in preference even to the ear-
liest subscribers of the 3 per cents.; —the § per
cents. being ranked in this respect above the 4
per cents.

As the purchasers of these extra-interest an-
nuities have had the less to pay for them, on
account of the prospect of their redemption, inas.
much that, at a time when 3 per cents. are at 64,
even b per cents. are 3 per cent. below par, the
redemption might, under the above terms, be, in
appearance at least, rather profitable than other=
wise; and really and indisputably table in
the instance of all such as, at the time in quess
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have already been much reduced, and by the
cantinued operation of the continually in-
creasing powers of the existing sinking funds,
the scarcity will be growing greater and
greater every day (notwithstanding that, be-
ing continually exposed to be paid off at par,
they will be incapable of bearing any consi-
derable premium) the offices be opened there-
upon for the emission of a second issue, at a
reduced rate of interest, say £2: 7: 5—i. e.
22 per cent. nearly — (viz, by raising the price
of the standard note from £12: 16s. to £16;)
~the produce of such second issue to be ap-
plied to the paying off the notes of the first
issue, and the second issue to elose as soon as
the redemption of the notes of the first issue
shall have been eompleted.

Art. 21. That the amount of all interest
saved, as well by the redemption of stock
annuities redeemed by the produce of the
existing or other future funds (and, therefore,
without the preparatory emission of a mass of
annuity-note paper tothe corresponding value)
as by the progress made in the reduction of
the rate of interest in the way just mentioned
(viz. by the preparatory emission of a mass

tion, would have been disposed to employ their
nmioney in other ways.

Even in the case of such as were prevented by
distance from subscribing within the time, an ex-
pedient might perhaps .be found for preserving
the individuals as well as the public from being
deprived of the advantage; stockholders, for ex-
ample, resident in, or on a voyage to or from, the
East or West Indies.

At the instance of a spontaneous though unau-
thorized agent, a person so circumstanced might
be admitted to the benefit of the subsecription, the
portion of stock annuities cancelled, and the
amount in annuity notes kept in deposit for him
at the office, such agent undertaking to indem-
nify the proprietor against any loss by the sub-
scription, and finding such sufficient security for
the fulfilment of the undertaking as shall be ap-
pointed for that purpose,

As to the clause restricting government from
paying otherwise than in such large masses as
the £500,000 and £1,000,000 above mentioned,
s\;ﬂ)osing the object above conjectured (viz. the
exclusion of grsonal preferences) to have been
the real one, the expedient proposed {viz. deter-
mination by lot—an expedient employed in simi-
lar instances under theold French government)
will be equally competent to the attainment of it.
In all events, the difficulty would not extend
beyond the conversion effected by the first issue.
The paper, if accepted, would stand clear of this
and other such clogs.

Were it otherwise, a stipulation of this sort
might be attended with some inconvenience and
expense, As mhe nature of the process of re-
duction, the ge precedes the exoneration
S;mce it is by the charge, and that alone, that

e money for the exoneration is to be furnished, )
the consequence might be, that, to the extent of
& certain amount of paper, a half.year’s charge,
on the score of interest, might be incurred upon
8o much paper of the open issue, before the sums
were collected that would be necessary to effect
the exoneration by the redemption of a corre-
spendent quantity of paper of the closed issue.
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of annuity-note paper, at a lower rate of in.
terest, followed by the redemption of a eor-
respondent mass of stock annuities, or note
annuities, at the higher rate,) be carried (im-
mediately) to the sinking funds— on the prin-
ciple of the provision made, in the like behalf,
in and by the existing act (viz. the New Sink-
ing Fund Act, 32 Geo. 111 ¢. 32, § 2.)

Artl. 22, That, immediately upon the re-
demption of the last parcel of note annuities
of the first issue, the offices he again opened
for the emission of a third issue at the next
lowest rate of interest suitable to the nature
of note annuities on which interest is com-
puted daily, say £1: 9:6 —i. e. 1} per cent.
nearly [18]; — viz. by raising the price of the
standard note from £16 to £25: 4s.; —the
produce of such third issue to be appropriated
to the redemption of the note annuities of the
second issue as above : with like provision as
above in favour of the sinking funds : and so
toties quoties, in so far as any such farther
reduction may be deemed eligible.

Art. 23. That inasmuch as, so long as any
portion of the redeemable annuities remain
unextinguished, there may remain two parcels
of annuity-note paper, bearing two different
rates of interest — the higher closed, the other
open — provision be made, that in case of the
creation of any portion of capital in stock
annuities, at any time thereafter, by reason of
money borrowed for the support of a war or
otherwise, powers be given for extending the
issue of note annuities to the extent of the
capital so created, and at the rate of interest
the then last or open issue of note annuities
shall receive.

CHAPTER IL
FORM OF AN ANNUITY NOTE.

(See Table I1.)

CHAPTER IIL

COMPARISON OF THE PROPOSED, WITH THE
EXISTING GOVERNMENT SECURITIES, &C.

§ 1. Features possessed in common with other
securities.

1. RaTE of interest low, inferior to that af.
forided by money laid out in the purchase of
stock annuities. Exemplified in the notes of
country bankers.

%lﬂ] Art. 22, (13 per cent. nearly.) See
Table L. Note m. From 3 to 1] is no greater
reduction than from 6 to 3 ; — bemg that which,
in the course of 33 years, viz. between 1717 and
1750, took place in regard to divers parcels of
stock, though the reduction of the great mass
from 4 to 3 per cent. was not completed till 1757,
(See Sinclair on the Revenue, II. 112.)

‘When Adam Smath wrote, the rate of interest
in the Dutch funds was already as low as 2 per
cent. [B. I ch. ix.]
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FORM OF A PROPOSED ANNUITY NOTE,™ ON THE SEVERAL PLANS OF HALF-YEARLY AND YEARLY INTEREST.

BACK OF THE NOTE ON THE YEARLY PLAN,

FACE OF THE NOTE, NEARLY THE SAME ON BOTH PLANS.

BACK OF THE NOTE, ON THE HALF-YEARLY PLAN.
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set down the several Years of our Lord (if any) for which Interest upon this Note has | by order of me_ ¥ WhH AN % One thousand eight hun.
been paid by the Government:— i EPIGRAPH ?f dred and
o . . ) 3
I I Auditor[!1] of his Majes- % ON THE % by me
£ . 7
ty’s Exchequer; and by[12) ;yé SCEPTRE, 3/:
the hands of me______ i ¢ FOR SECURITY AGAINST i
| * *
» 14 3
Issuing Clerk.[13] i FORGERY.” (11 * Office-Keeper.[18]
e FRHFH N KK kK *i

If upon the face of the above Register, the Interest on this Note, for any number of
Years, appears to remain unpaid, to find the total value of it, add to its value for the
Day, according to the above Table, the amount of the Interest for the aforesaid num-
ber of unpaid years, according to the following

III. Yearly Interest, or Augmentation Table.[30]

INTEREST INTEREST INTEREST | INTERRST
YEABS.| ‘o app, |YEABS| g0 opp | VEABS| poinn (VEARS| Cpoiaon
1801 | £0 7 7 j1810 | £3 1510 | 1819 | £7 4 1 | 1828 [£10 12 4
~02 015 2 o} | 4 3 5 —2 711 8 29 10 19 11
-3 1 2 9 jj--12 411 0 —21 719 8 30 11 7 6
—~04 110 4 —138 418 7 —22 8 610 —31 1115 1
—035 1 17 ll __14 5 6 2 & S ¥ B 4 Qo 1 o

No

By Statute  Geo. IIL c¢.  the faith of Parliament is pledged, that no Annuity Note,
conveying a perpetual redeemable Annuity payable to Bearer, shall ever be issued at such
price as to give a higher rate of inferest than is given by this Note ;(!9] and that no such
Annuity Note shall ever be paid off without the consent of the holder, while any redeem-
ble Stock Annuities continue unredeemed.

For security, in cases of Trust, Conveyance by Post, &c., the Head-piece of this Note

may be separated from the body[20] by cutting it across through the waved line. An account
of the uses and purposes of such division{21] may be seen at the said several offices.
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FirsT HaLF YEAR, SecoND HaLP YEar. .

IL Register of Half. Yearly

Day. Value. 1F THE FIRST BE UNPAID. 1P PInsT EPAID | Payments of Interest :(29]

Jan.lg .£g ;g g Day. Value. Value, In which are set down the
24| 1216 6 [July 3{£121910 |£12 18 04 | several Yearsand Half Years

1| 13 0 0 || 1216 2} | ofourLord(ifany)for which

Feb.l| 1216 8 19| 13 0 2 || 1216 4} | Interest upon this Note has
9 1216 10 271 13 0 4 | 1216 6f | been paid by Government.
177 1217 O N.B.—TheF;

Aug. 4| 13 0 6 12 16 8 3.~ 1 he Figures 1 and
25 1217 2 U812 13 0 8 12 16 ]Oi 2 distinguish the First and

Mar. 5 12 17 4 20| 13 010 | 12 17 0} | Second Half-Years of each
13 {g 17 6 28| 13 1 0 12 17 24 || year
21 17 8

Sep. 5| 13 1 2 1217 4} =
2 21710 P50 131 4 | 1217 6f G

Apr.6| 1218 0 21| 13 1 6 || 1217 8} 1
14/ 1218 2 29! 13 1 8 | 1217 10} ; ? I 2
3 1318 6 [Oct7| 13 110 | 1218 0f |— s 3

15 13 2 0 | 1218 2}

May 8 12 18 8 23/ 13 2 2 || 1218 43 |_2 | 1] 2T
16| 12 18 10 81| 18 2 4 1218 63 1 2 1 2
# 1219 0 INvs[ 13 2 6 | 1218 & f a1

Junel| 1219 2 16/ 13 2 8 | 12 18 10 1 2

1219 4 24| 13 210 1219 0 _,‘;_’f_ Zl,_ 2| 1

17 1219 6 )

5 Dec.2| 13 8 0 || 1219 2} § —g—1———tem 12

25 1219 8 1013 3 2 | 1219 44021 117271
July I} 1219 94 18] 13 8 4 | 1219 e} 1| 2 2
26| 13 8 6 | 1219 84 | 2 1 2 1

30! 13 3 7 | 1219 91 {1 2 1T 32

IT1L If, upon the face of the above Register, the Interest on this Note, for any num.
ber of Half.years, appears to remain unpaid, to find the total value of it, add to itg
value for the Day, according to the above Table, the amouut.of the Interest for the
aforesaid number of unpaid Half-years, according to the following

Half-Yearly Interest or Augmentation Table 130}

INTEREST INTEREST INTEREST INTEREST
YEARs. | 1o avo. tYEARS. T0 ADD, YEags, TO ADD. Years. %0 ADD.
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IIT. Yearly Interest, or Augmentation Table.[30]

By Statute  Geo. IIL ¢.  the faith of Parliament is pledged, that no Annuity Note,
conveying a perpetual redeemable Annuity payable to Bearer, shall ever be issued at such

price as to give a higher rate of inferest than is given by this Note ;{19] and that no such
Annuity Note shall ever be paid off withont the consent of the holder, while any redeem-
able Stock Annuities continue unredeemed.

INTEREST INTEREST INTEREST INTEREST
YEABS.| 7o app. (VEARS| yo app, |YEARS| poupp  (YEARS! o app,
1801 | £0 7 7 1810 { £3 15 10 1819 | £7 4 1 1828 |£10 12 4
—02 015 2 [ —11 4 3 5 | —2 711 8 20 101911
—03 1 2 9 i 12 411 0 | —21 719 83 |30 | 11 7 6
—04 110 4 || —13 418 7 | —22 8 610 | 31 1115 1
—05 117 11 —14 5 6 2 || —23 814 5 |32} 12 2 8
—06 2 5 6 || —15 513 9 || —24 9 2 0 | —33) 1210 3
—07 213 1 | —16 6 1 4 || 25 9 9 7 1—34] 121710
—08 3 0 8 || —17 6 811 [ —26 917 2
~—09 3 8 3 |18 616 6 | 271 10 4 9

For security, in cases of Trust, Conveyance by Post, &c., the Head-piece of this Note ’

may be separated from the body{20] by cutting it across through the waved. line. An account
of the uses and purposes of such division[21] may be seen at the said several offices.

By Statute  Geo. IIL ¢.  counterfeiting, &c., the Portrait of any Public Officer on
an Annuity Note is ForcERY ; the having in one’s possession, without special licence, any
drawing or plate, &c. designed to represent such head, is presumptive evidence of such
Forgeliy, — punishment DeaTH.[23] Like provision in respect of the counterfeiting this
Type.[24]

[1] The figures of reference refer to

explanatory matter, the greater part of which has been

thought not worth inserting in this compressed view.
[3] The wording of the engagement is grounded on that of an Exchequer Bill. The size may

be exactly that of 3 Bank Note.
, (4] The yearly form, having been the first framed, is here inserted, o show its comparative
stmplicity ; but (for the r tioned in the Observations on the Plan ) it is not proposed to

:”; t;::ployed. Placed as it is, it saves the two other compartments from being covered by the leaves

[5, 7,
ment of

8, 9, 10] These blanks cannot be filled up till the last hand is put to the official arrange-
the business. The filling up will depend on the number of Notes issued, the number of

ands emfloyed in the General Office, the number of office hours for each band, and on the mecha-

14, 22]° The
.ﬁﬂ{fml]nnd.

oyed for

giving dispatch to the operat
object most difficult of imitation, to an ordinary artist, is a portrait engraven by a
Imitation being a capital offence, the form must be such as no artist could possibly

adept, but with criminal views. The Epigraph should beso placed as that, in case of imitation, the
intention shall betray itself at the earliest stage possible. A single plate, if multiplied according to
the method invented by Professor Wilson of Glasgow, as described in his paper reprinted in Nichol-
son’s Philosophical Journal for May 1798, will serve for any number of impressions.

[24] The type (say) as tall again as the tallest ever employed, the dimensions to be fixed, and
types more than as tall again prohibited.

The great quantity of letter-press places the information where it is most useful; and, together
with the variety of type employed, renders the task of the forger so much the heavier.

For trust purposes (such as settlements, &c.,) where the magnitude of the sum renders it worth
while, the form of the Note might be varied, so as to be divisible into three, four, or more parts.

! 1 011 414 " {2 5 1510 400 sy 42110 4 9
1802 1819 ,
2
i {2 015 2 1811{1 319 713 H 741 Is%{i}lo 8 E
’1803{1 18113 )" " 12 4 3 5 1820{21,] ;1']7 104 201012 4 |
i 21 29 147 2 S _ 11016 1§
0431 1 6 6f 2] 341 o w1yl 158 1829 §5] 10 19 11
| 2 110 4 18]3{1[ 149 2719 8 1330{‘|“ 8F
NS O TR B VI PN o $1 8 3 07830 ‘
180533 117 1} 2 418 7 hiesofll @ 50| —L2ML T 6
2 11711 o s 5 2 4 ) _lhesy $I IT 1T 8§
i 1 2 1 8| {2‘562 I 810 7 21115 1
180689 5 5 & | 1845 514 5 — TR
: 181533 513 gt s or e gy 5 Y
’1807{1 2 9 31y 20 513 9 1824-2[ 9 2 0} 2 8.
2 213 1 | T 317 & 112 6 55|
1816 § 3 T 5583 1200 3]
1808{1 2716 10§ | 2l 6 1 4 |jgo5 l § 0
o 30 8 wirigl § 3,0 L .1834.;]1? i ol
1809 1 3 4 5} | o 6 811 [IB26 1] 913 43 121710

soned ' he Mote
28] Inserthere, or on the paper mentioned in Note [21,] * T make up the oalue of the Note~ .. :
for[an:glt odd day fi. e. any day which is not in t1h'e Table,) ‘add a farthing for every day m 1
such odd day, and the day next before it in the e. R .
“[29] Insert here, or in the paper mentioned in Note [21,] « When the blanks in this wa
are all filled wp, this Note, if not paid off, will be exchanged for a fresh one grais. .\ 0
The obliteration of the Register of the payments made, is the only Mfl"!; nn(;nb'n"of i
entries are susceptible ; and that might easily be rendered imprac ud elf, 2t T
here inserted, is that, at the end of which the value of the Note will have doubl itgelf, y mp\h: i
interest. e e
Another mode of indication might be furnished by the principle of the French "“"P"’:;}

The expense of the plates might be defrayed by a small extra fee on each Note. An Excheque
Bill, though for £1000, affords no such security. A Bank Note, whether for £1 or £1000, is
divisible into two parts; but, yielding no interest, is not the subject of a settlement. Settlements

of stock require sometimes journeys, always expensive formalitics,

ments ited i Table. - In the interibr ¢
edging p of comp umﬂnrwthmexhibmdmfhe ale. D e
the compartments filled with the figures expressive of the several hﬁf-&fm 5 “‘“ﬁ: o beatatip
partments left blank ; and, on making the payment ia respect of each half-year, one ¢ 3¢

a few words beiag inserted, as in the Table, for the purpose of explaining the impartof the:
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2. Perpetuity, of the mass of interest grant-
ed, subject to redemption. — Taken from
stock annuities ; — agrees with Irish deben-
wres and India bonds ; — differs from Exche-
cquer bills.

3. The principal not demandable. — Taken
from stock annuities ; .— agrees with Irish de-
bentures and India bonds: also with navy,
victualling, transport bills, and ordnance de-
bentures ; — differs from bank, bankers, and
private notes and bills,

4. Interest without special fund, over and
above the general consolidated fund. —Taken
trom Exchequer bills; — differs fiom the
former practice in the creation of stock
annuities ; — agrees with all the other above-
mentioned government engagements.

5. The quantity issued, tcapable of exceed-
wny the quantity demanded at the original price.
— Agrees with bank paper, and in practice
with bankers’ paper ; — differs from stock
anuuties, Insh debentures, exchequer hills,
and navy, &c. bills.

6. The evidence of the engagement con-
signed to a portable instrument instead of a
fized book. — Taken from exchequer bills ; —
differs from stock annuities ; — agrees with
Irish debentures, and the now disused navy,
victualling, transport, and ordnance bills or
debentures : — also with India bonds, bank
notes, bankers’ promissory notes, and private
promissory notes, and bills of exchange.

7. The paper, by its size, shape, texture,
and thinness, particularly fitted for circula-
tion.— Taken from bank paper ;—agrees more
or less with bankers’ paper, and with the
French assignats — duffers from all the other
above-mentioned engagements, except from
some late 1ssues of exchequer bills, in re-
spect of size.

8. Application of the profit of the measure
towards the reduction of the national debt. —
Taken from the sale of the land tax —1i. e.
the exchange of so many portions of the an-
nual produce of that tax for portions of stock
annuities ; — differs from all the other en-
gagements above mentioned.

§ 2. Features allogether new.

9. Secure provision for the instant extine-
tion of the debt created by it.

10. The amount of it incapable of exceed-
ing the amount of the existing debt.

11. Funds, no other than those already pro-
vided for the existing debt ; but the sccurity
better, in respect of the appropriation of the
profit to the exoneration of the fund, by the
continual redemption of a greater mass of the
debt than the mass continually created.

12. Interest receivable, with scarcely any
trouble or expense, wherever leiters are re-
ceivable.

18. The note or instrument serving as

COMPARISON WITH OTHER SECURITIES.

"y

security for the interest, purchasable of go-
vernment with scarcely any troubleor expense
wherever letters are receivable.

14. Ditto, receivable in the course of vir-
culation, and with the interest, without any
trouble or expense. N.B. Exchequer bills,
India bonds, &c., are not obtainable in the
course of circulation, without the expense of
brokerage ; to which is added, out of Lon-
don, the expense of postage, and the expense
of professional, or obligation of gratuitous
agency.

15. Quantity obtainable, adapted to every
purse, from the largest to the smallest. —
Bankers’ notes, limited as they are, ou the
side of diminution by law, and in point of
variety of magnitude by the narrowness of
the market, &ec., in the instance of each bank-
ing-house, share this advantage in an imper-
fect and inadequate degree.

16. Facility afforded for ascertaining by in-
spection, without caleulation, the amount of
interest due, &ec.

17. Securities against forgery. — See Ch.
11. Table II. Form of a note. [ Notes 14, 22,
and 24.]

18. Facility thence afforded for ascertamning
the value in respect of genuineness — an ad-
vantage it has over gold and silver coin, and
which is shared with it in but an imperfect
degree by bank and bankers’ papers, &c., for
want of the securities against torgery.

19. Means afforded of making compound
interest, without hazard, trouble, or expense.
Sharedin an imperfect degree (being attended
with hazard, trouble, and expense) by stock
annuities — completely impracticable by any
other means. .

20. Security against depreciation. — The
price can never rise, because any quantity
may be had at the original price, so long as
any portion of stock annuities remains unre-
deemed. In the ordinary state of things, no
man need take an inferior price in the way of
circulation, when men are giving the full price
for it in the way of issue. As to the proba-
bility of any state of things so extraordinary
as to produce a discount, see Ch. IV. Grounds,
&c. Bank and bankers’ paper are incapable
of rise ; but, in several instances, the one has
experienced a partial, and the other a total
loss of value.*

* A government engagement could not, like
this, have been rendered depreciation proof, but
for the pre-existence of stock annuitiés, and its
c?nnexion with them as above, ’{‘h:f lexi cies
of government not being susceptible of limitation,
no Zﬁecies of cngagement could be offered, of
which the price should be fixed, and the quantity
limited to what could be disposed of at that price,
but for the co-existence of some other species of
sagxgement unlimited in respect of the quantity

ered at market, and thence exposed to an un-
limited diminution of price,
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CHAPTER 1V.

GROUNDS OF EXPECTATION, IN BREGARD TO
THE PROPOSED MEASURE.

WHAT is expected of the proposed currency

18!

1, That it will be taken outin the way of issue,

2. — - at the fixed price put upon it;

be received in circulation

at the same price;

with the addition of the interest,

and without undergoing any subse-
quent depreciation;

and will thus continue to circulate
among individuals of all classes.

That it will be taken out in the way of
issue, and pass in the way of circulation, at
3 per cent. nearly (the rate of interest put
npon it,) notwithstanding the higherinterest
yielded by stock annuities, Irish debentures,
exchequer bills, and India bonds, is proved by
the example of bankers’ paper, the interest
on which runs from 2 to a nominal 3 per cent. ;
but really not so much, by reason of divers
conditions, which reduce the value of it ; be-
sides that, in these instances, the engagement
is not perpetual, nor the security so good.

That the interest due will be allowed for
in circulation, is put out of doubt by the usage
in the course of exchequer bills, navy bills,
and India bonds ; though none of these papers
are provided with the tebles, which do away
the trouble of computation altogether, how-
ever small the sumn, and however short the
time.

The following may serve as a view of the
masses of money (cash or bank paper,) ca-
pable of being employed in the purchase of
this paper, whether in the way of issue, orin
the course of the circulation — the time when
the paper is capable of being taken in hand,
being the time when the several masses of
money respectively come in hand; and the
time for parting with the paper, being the
time when the money must or would have
been parted with.

L. Monies capable of being employed in
the purchase of the proposed paper, for the
purpose of perpetual or permanent income,
without any view to circulation; and that
would thereby afford to the note-holder, so
long as the paper were kept in hand, a mass
of perpetual annuities on a small scale.

1. Money actually kept up in the form of
a petty hoard, or hoard upon a small scale,
with or without accumulation, to serve as a
fund for demands, more or less remote and
certain, but determinate ; such as marriage,
apprenticing out, or portioning children —
provision for widowhood or superannuation —
purchase of articles of stock in agriculture or
manufactures, building, or furniture of such
a price as to require a persevering course of
fiugality to raise the amount.

N pmpw
1
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CIRCULATING ANNUITIES.

[Cu. IV.

2. Money, the amount of which would be
kept up in the shape of the proposed interest-
bearing paper, if the proposed encouragement
were to be held out.

3. Money actually kept in reserve for con-
tingent and indeterminate expenses.

4. Money that would be kept in reserve
for such purposes.*

I1I. Monies that could not, or would not,
have been employed in the purchase of the
proposed paper, but with a view to circulutron ;
the amount being destined to be otherwise
employed ot spent within a smaller or larger
compass of time, in masses or in driblets, as
the money (cash or bank paper) would bave
been employed or expended.

5. Money coming in the shape of fired in-
come, . e. to an amount certain, and des-
tined for current expendituie.

6. Money coming in the shape of casual in-
come, i. e. to an amount uncertain, and whe-
ther in driblets or large masses, and destined
(as above) for current expenditure.

7. Money received in the shape of income
in trust on private account: ez. gr. by land
stewards, army and navy agents, guardians,
reccivers of the estates of corporations, of es-
tates thrown into Chancery, &ec. ,See Ch. X1,

8. Money received in trust on public ac-
count, in its passage to or from the exche-
quer: ex. gr. by collectors and receivers of
the land tax, customs, excise, stamps, assessed
taxes, boards and individuals receiving im-
press money for various services. See Ch. V.

9. Money already in capital sums (whether
received on the score of debt, or by sale of
lands, houses, government annuities, shares in
a joint stock company, succession, testament,
or gradual accumulation) under engagement
to be laid out, on a day certain or uncertain,
in a mode of permanent investment: ex. gr.
purchase of land, houses, or government
annuities ;- shares in a joint-stock company,

* This (should it ever come into existence)
will be the onlfy sgecies of property known, which
not only pays for keeping, ﬁut pays without either
risk or trouble. To the aged and parsimonious,
1t will be a new discovered treasure. Timidity
and indolence are the natural accompaniments
of that disposition to parsimony which is so na-
tural an accompaniment of old age. To place
money out at interest in aniother way, is a work
not only of exertion but of hazard : in this way,
a man escapes from both.

To hoard money —to keep in hand any quan-
tity that might be placed out at interest — is to
suffer a continually Increasiog loss. Yet the habit
of sustamning this loss is found a concomitant —
and that not an unfrequent one — of the habit of
parsimony.

At the hour of death, ready money, in large
masses, has been found in the hands of the par-
simonious of all ranks, from the beggar to the
prince. Butwhat prince, or what beggar, is there,
who will hoard metallic money, when, by simply
forbearing to part with this new species of paper
money, he may, every day of his hfe, be not only
preserving his property, but adding to it ?
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loan on mortgage or bond, stocking of a farm,
or establishment of a manufactory.

10. Money already in capital sums not un-
der engagement, but waiting for opportunities
of being laid out, as above.

11. Money already in capital sums, not un-
der engagement, but waiting for opportuni-
ties of temporary employment —. such asloan
by discount of bills, purchases in the above
ways on speculation, purchases in the way
of trade, &c.

12. Money, as yet in small sums (whether
saved from fixed or casual income,) kept in
hand for accumulation.

13. Money received in the shape of capi-
tal, in trust on private account: er. gr. by
assignees of bankrupts and insolvents, prize
agents, executors, and administrators, turning
effects into money, &ec.

14, Money destined for the discharge of
debts, and kept in hand while accumulating
into the sum due, or waiting for the time
when due, or for their being demanded.*

* Of the annual amount of money received in
the shape of income, and capable of being em-
ploved n the purchase of the proposed paper, a
conception may be formed from the supposed
amounts of the several component branches of the
national income, as exhibited in the income table
framed for the purpose of the income tax, and
printed in Mr. Secretary Rose’s Finance Pam-
phlet of 1799 ; to which are subjoined the amounts
of the same articles, according to the estimate of
Dr. Beeke.?

Official Dr. Becke's

Estimate. Estimate.

Land rents, . . £25,000,000 ; £20,000,000

Farming profits, . . 19,000,000 15,000,000

Tithes, . . . . . 5,000,000 2,500,000
Mines, navigation,and

timber, ... . . 3,000,000 4,500,000

Houses. . . . . . 6,000,0600{ 10,000,000
Proportion for Scot-

land, . .+ . 5,000,000 8,500,000

Income from posses-
sions beyond sea, .
Interest in funds, de.
ducting foreign pro-

5,000,000 4,000,000

perty, . . . . 15,000,000 15,000,000
Foreign trade, . . . 12,000,000 8,000,000
Shipping, . . . . ~-~--- 2,000,000
Home trade, . . . 18,000,000! 18,000,000
Other trade, . . . 10,000,000 -_———
Labour, .. . . . =--~— | 110,000,000

£123,000,000 |£217,500,000
OQbservations.—The more regular the receipt,
and the larger the masses received, are, in pro-
portion to the total income of the year, the better
adapted are they to the purpose of the proposed
tem employment. Stock dividends occupy
the iihest point of the scale — professional pro-
fits, where accumulation is out of the case, the
lowest. The weekly pay of a labourer wouid af-
ford him no inducement to take out annuity-note
paperin the way of issue, unless in case of hoard-
ings but in the way of circulation, it would at
least be upon a footing with cash.

s Observations on the Income Tax, second
edition, 1809,
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The ground of the expeetation thus enter.
tained on behalf of the proposed currency,
will appear the stronger, the more closely
the advantages conferred by the possession of
it are compared with the advantagesafforded
by the several other sorts of securities, or
modes of placing out money, considered as
coming in competition with it ; — viz. stock
annuities, exchequer Uills, and the market
constituted by the demands of individual
borrowers, country banking-houses included,
as well as those afforded by cash itself, and
by Bank of England notes.

L. Compared with the market afforded by
stock annuities, we shall find it possessed of
the following advantages: —

1. In regard to purchase —

1. No trouble or expense on the score of
journeys to London, or attendance there; 2.
No expense on the score of agency, 3. Bro-
kerage, 4. Stamp duties, 5. Fees for powers
of attorney, or, 6. Postage; 7. No danger of
loss by buying to a disadvantage.

I1. During custody —

1. Interest daily — not so much as a day™s
interest need ever be lost; 2. Interest re-
ceivable without trouble; 3. Compound in-
terest capable of being made with certainty
and facility ; 4. Settlements of money in trust
may be made by this means, without trouble
or expense.

1I1. In regard to transfer —

1. No expense or trouble on the score of
journeys or attendances; 2. No expense on
the scoie of agency, 3. Brokerage, 4. Stamp
duties, 5. Fees for powers of attorney, or,
6. Postage ; 7. No danger of loss by selling to
a disadvantage ; 8. The capitals of the mass
of notes, employable in the shape of circula-
ting capital, in whatever portions may from
time to time be requisite— just like so much
cash — without trouble or expense.t

The amount of the sums which, having been
received in the shape of capital, are suscep-
tible of the proposed temporary employment,
is altogether unsusceptible of calcnlation. In the
course of the year, itis freater or less than that
of the sums received and kept for the purpose of
expenditure.

+ The following &ill of costs, exhibiting the
charges attendant on dealings in stock, though it
were for the minutest portion, in cases where, by
distance of residence and want of connexions in
the metropolis, the y is obliged to have re-
course, in the r way of business, to pro-
fessional assistance, may serve to show how ill
adapted government annuities are, upon their pre-
sent footing of stock annuities, to enablea man to
emeploy in that way to advantage, cither a small
sum for any length of time, or even a considerable
sum for a short time; and this, even indepen-
dently of those conti cies which in the latter
case have 5o frequently the effect of converting

expected t into positive loss. The charges are
suchas} vereuso‘t:o;)l look upon as ruther under °
than overrated., By doing certain parts of the

business himself, or getting them done gratis by
a friend, a man may save so mnuch of the expense ;



120

1L To money circumstanced as in the case
last supposed — viz. to be laid out either in
small parcels or parcels of any magnitude fora
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2. Want of coincidence between the quan-
tum of the sum wanted to be borrowed and
that of the sum ready to be lent. — Wanting

short time — the purchase of exchequer bills
is in some measure free from the objections
to which the purchase of stock annuities is
exposed, but it is open to others: —

1. The period for which they are issued is
limited in general to a time of war; besides
which, their existence is at all times preca-
rious.

2. The guantity of them is continually liable
to increase, as well as the time of payment
to retardation, and thence their marketable
value to depreciation to an unknown amount.

3. Exchequer bills are never issued for
sums less than £100 ; by which circumstance
every mass of money less than that consider-
able amount is excluded from this branch of
the market,

1L Circumstances of comparative disad-
vantage attending the private market may be
reckoned as follows, viz, —

1. Trouble and expense and loss of time
attending the inquiry necessary in many cases
tothe meeting with a fit opportunity of placing
out money at interest. — N.B. In the case
of the praposed market, this circumstance of
disadvautage is altogether wanting.

leogether.

3. Want of coincidence between the time
for which money is wanted to be borrowed,
and the time for which it can conveniently
be lent. — Wanting altogether.

4. Difficulty of obtaining sufficient assu-
rance respecting the competency of the secu-
rity in its several points of view. — Wanting
altogether.

5. Trouble, expense, loss of time and in-
terest, attendant on the adjustment of the
pecuniary part of the security. — Wanting
altogether.

6. Trouble, sometimes expense, loss of
time and interest, attendant on the process
of demanding and obtaining payment of the
interest alone, or of principle and interest
together, as the case may be.— Trouble and loss
of time—reduced to next to nothing: Expense
and loss of interest. — Wantng altogether.

7. Danger of loss, and particular incidental
inconvenience, by unexpected delay in regard
to payment — wanting altvgether.

8. Danger and fear of the necessity of liti-
gation. — Wanting altogether.

9. Unwillingness to deal with a stranger,

~— a8 his wife might save the expense of a mantua-maker, by making her own gown : but a contin~
5:.ncy of this sort does not prevent the professional charge from being, in a general point of view,

e proper standard of expense,

1. Charges on Purohase.
1. Country attorney’s attendance on the party, to take instructions for the purchase

of thestock in the party’s name, . . .

2. Town agent’s attendance on a broker to make purchase, . . . . . .

3. Broker’s fee on the smallest purchase, . . . . .

4 Attendance at the bank for a blank power of attorney
dividends, agent’s and attorney’s fees together, . . . . . « . . . .

5. Price of the power of attorney (in 1800, now 21s.),. . . . . . . .

. Attorney’s attending and attesting execution of ditto, with two witnesses, . .

7. Attendance at the bank to get it passed (agent’s and attorney’s fees together,) .

N. B.—This 18 commonly charged, but if contested, not allowed.

8 Letters and paroels (a usual lumping charge,)

X1. Charges in respect of Receipt
1. Agent's attendance at the bank to accept stock (both fees
2. Fees on receipt of each dividend (both,) . . . . . . . . . . e e

3. Lettersand parcels, . . . . . .

1I1. Charges on Sale.
1. Attendance to give commission to a broker for the sale (both), . . . . . .
2. Attendance for a blank power of attorney, from the prln(:lpai to the agent in

« e a2 =

town, for selling (both), .
3. Power of attorney, {now 21s.) . . .
4. Attendance on execution (both), et

5. Attendance at the bank to make

G.Broker'sfee, . . . 4 v 4 4 4 4 v e e e e s e s .o s s

7. Letters and parcels,

« & * 4 o« o

IV. C

s.d £ sd
P - I
. .3 4
P
to accept stock and receive
8t2 5 8
.. 11 6
6 8
6 8
P I )
;V‘Dimdends' 2
as before,) . . . . 6 8
. 680184
s e e e s e e s e e e e e s B —_—
340
68]
APPSR
er{both), .. ... ... . 68
. .26
..............50)598

C

1. Fee on private transfer, - if the books were shut at :ge time of the purchase, 2s. 64. ; the

same if they were shut at the time of the sale;

If the party
be repeated ; and to it there will be to be added

charges therefore on both together, . 0 5 0
£ 14 8

die before the stock is resold, the whole of the above expense of £2: 5:8 will be ta
the expenses attendant upon proving the will, or

taking out letters of administration to the deceased.
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in consideration of the uncertainty respecting
his trust-worthiness in respect of moral cha-
racter and pecuniary sufficiency. — Wanting
altogether.

10. Unwillingness to deal with the indivi-
dual, if a stranger, in respect of the risk of
being eventually obliged either to distress
him by pressing for payment, or to submit
to loss for want of such importunity in many
cases. In the instance of a friend, in case of
any apprehension of solvency, still more if on
that of moral trustworthiness, unwillingness
still greater. — Wanting altogether.

11. Unwillingness to accept of interest
from a friend, especially if it be on a small
sum, or for a short time. — Wanting alto-
gether.

12. Unwillingness, through shame, to ac-
cept, and much more to demand, interest for
sums and times separately trifling, how con-
siderable soever in their collective amount.
—Wanting altogether.

13. Embarrassment, disputes, and loss of
time in the computation of interest on small
or fractional sums, or for short and fractional
periods. — Wanting altogether.

14. Danger of loss by death, marriage, or
other change of condition on the part of the
borrower, whereby, as far as mere personal
security is concerned, a security originally
sufficient may become bad or precarious, —
Wanting altogether.

That it should continue to circulate with-
out any depreciation, is not essential to the
existence of a paper currency — witness the
ease of exchequer bills and other government
paper. But though the property of circulating
without depreciation may not be essential to
the circulation of this annuity-note paper, it
will at any rate be highly conducive to it.

Depreciation proof, it must be confessed, it
cannot be, any further than the government,
of whose promises it is the vebicle, is de-
struction proof: by any cause, therefore, that
threatens immediate danger to the govern-
ment —such as invasion, for example, or civil
war—its value will be liable to be diminish-
ed. These cases can never be urged as an
objection specially applicable to the proposed
measure,

The measure would not impair, but rather
add to the solvency of the government: by
the profit it would afford, additional means
would be afforded for the reduction of the
debt of government.

To the security of government it would
add by the multitude of hands it would en-
gage by the tie of interest in the support
of government. To create and maintamn an
interest of this sort is a most happy property
eommon to all government securities : but ail
the government securities yet known in this
country are confined in their. circulation to
the superior und least numerous classes. 1t
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is among the characteristic properties of the
proposed new government security, to spread
itself among the poorer and most numerous
classes, and thus to engage them to give their
support to government.

Against depreciation from any sudden de-
mand for payment, the proposed paper is not
only as secure as the existing government
papers, but more so: those other papers en-
gage to pay the principal and interest; the
proposed paper, the interest only. In the one
case, the fund drawn upon is the revenue of
a single year, or some small number of years ;
in the other case, the fund drawn upon is the
revenue of thirty-five successive years.

Setting aside the extreme cases here in
question, there is but one cause of deprecia-
tion to which government paper stands ex-
posed, and that is the forcing of the market.
The proposed paper alone is not exposed to
this cause of depreciation: it will be issued
only in proportion to the demand, and is ren-
dered for ever incapable of exceedingit. The
produce also will be employed in strengthen-
ing the secunity and lightening the load of the
same commodity at market.

It may, however, be urged, that though
the proposed paper can never be sold under
the par price, it may, in consequence of the
demand for its correlative bard cash, cease to
bear that price. That such would be the ef-
fect in the event of a eivil war or serious in-
vasion, will scarcely admit of doubt; and that
au effect of the saine nature, though to a less
amount, should he liable to be produced by
other causes, can bardly be regarded as im.
probable.

To this it may be answered —

1. That admitting (for argument’s sske)
that such a result would occasionally take
place to a certain degree, still this would not
operate as an argument against the institu-
tion of the proposed plan, unless such a result
were to appear more likely to take place, or
likely to take place in a greater degree with
regard to it, than with regard to any other
circulating government securities.

2. That though such a state of things as
the objection supposes be conceivable, yet
no ground can be stated, either in point of
reason or experience, for regarding it as like-
ly ever to be realized. To whatever extent
the amount of the proposed paper may have
arrived at the time of the supposed extra
demand for cash, it cannot have attained to
it but in consequence of a proportionable
preference given to it in comparison with hard
cash. And the cause of that preferenceis a
circumstance not exposed to change. 1t con-
sists in this, viz. that principal with interest
amounts to more than principal alone: £103
is more than £100, and the ratio is not less
at one time than another.

For the purposes of expenditure within
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the limits of the British empire, the proposed
paper could never lose its superiority ; and as
to so extraordinary a demand for the precious
metals for exportation to foreign countries,
no such case appears ever yet to have been
realized ; — the scarcity of bullion in 1796, in
the opinion of the most competent judges,
being referable not to the extent of the fo-
reign demands, but to the constitution of the
existing private paper, payable on demand;
to the experienced brittleness of some of
the country paper; to the occasional scanti-
ness of the paper of the great chartered com-
pany, coupled with its preceding copiousness,
and the excess of the advances made hy the
company to government,— causes which after
all would not have been adequate to the pro-
duction of the effect, had it not been for those
alarms of invasion which were prevalent at
the time.

3. That no such extra demand for cash,
supposing it to exist, could produce any de-
preciation in the price of the proposed paper
till after it had put an entire stop to the
purchase of it in the way of 1ssue; since the
progress of the issue, being matter of uni-
versal notoriety, it could never (in virtue of
Art. 18) happen, that in any one part of the
country (the expense of postage bemng out of
the question) a man should give £100 for
such a quantity of this paper as might in any
other part of the country be had for £99. 19s.
But in the nature of things, setting aside the
influence of the supposed extraordinary and
temporary causes, the amount of the demand
for this paper cannot but be regularly receiv-
ing a regular and very rapid increase.

4, But if, in a case thus void of probability,
it were wo1th while to look out for a remedy,
a remedy, and that of the preservative kind,
might easily be provided for it : T mean that
of a cash fund (mot to exceed, suppose a
million) formed by a reserve made of a part
of the profits of the operation (as per Art.
9,) to be employed in case of need in the
support of the price of the proposed paper,
by either buying it in with cash, or taking it
in pawn for cash, from the time that the dis-
count upon it had risen to an amount worth
regarding.

In consideration of this steadiness of price,
the proposed paper would become every-
body’s paper ; all persons possessing any of
the masses of money above enumerated —that
is, all classes of the community —are likely to
be included among the holders of the proposed
paper, either as customers for permanent or
temporary annuities upon large orsmall scales;
and as it would possess a value in use superior
tothat of gold and silver, inasmuch as it would
yield a profit whilst it was retained ; and in-
asmuch as it would possess a solidity of value
far exceeding the paper of any private banker,
or even the paper of the bank of England —
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asolidity only to be destroyed by destroying
the power of the government, to pay the in-
terest promised to be paid — a solidity in-
creasing with the amount issued —it would be
secure of constant eirculation from hand to
hand.

Being the holder of an annuity note, there
is not a person living on whom 1 have any
right to call upon to give me value for it: —
but had it not been for the advantage ac-
cruing from the holding of the note, I should
not have become the holder of it : and as the
advantage thus accruing to me from the hold-
ing of this note is no greater to me than it
will be to thousands of other people —in a
word, to every man without exception, to
whom it can be in my way to offer it — in the
event of his becoming the holder of it in my
stead, the certainty of my obtaining value for
it at any time wants nothing of being entire.

No one living is bound to give me silver for
the guinea I have in my pocket; yet who1s
there that ever hesitated to receive a guinea,
under the apprehension of not being able to
get change forit? Not only the self-regarding
advantage of making profit by goods sold for
part of the value, engages my neighbour, the
shopkeeper, to change it for me, on my lay-
ing out to the value of a few halfpence with
him, but the social consideration of amity and
neighbourhood is sufficient to procure for me
the same accommodation at his hands, with-
out any such personal advantage. In the case
of the annuity note, the social consideration
not only operates with equal force, but has
the personal consideration of the advantage
to be gained by the holding of the note to
back and strengthen it,

The material question is, —Will it be re-
ceived? This being answered, and answered
satisfactorily, the other question, — Why will
it be received? how comes it that it will be
received ? — is matter only of curiosity and
speculation.

It may further be observed, that no man
will ever have obtained any such note in the
way of issue (I mean at the office,) who would
not have preferred obtaining it in the course
of circulation, and in that way would have
obtained it, if he could have got it; because
the trouble and expense of taking it out in
the way of issue, reduced as it is to the low-
est term, will always be something; and in
the way of circulation he obtains it without
either that trouble or expense. The necessary
consequence is, that in the ordinary state of
the market, there must exist at all times a
disposition to receive a greater quantity of
this article than is ever found in it.

The practice of taking out annuity notes
can never have become general, without the
practice of receiving them in"the course of
circulation having become universal, and the
disposition so to receive them have grown
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into a confirmed habit— a habit as determi-
nate as that which engages & man without
reflection, withcut thought or deliberation, to
receive bank paper, as he would gold.

The vslue of these notes would be depre-
ciated or destroyed, if the taxable powers of
the nation were to such a degree exhausted
as not to suffice for the payment of the whole
of the annuities with which it stands charge-
able, and consequently not for the whole of
this proposed branch of annuities. If the whole
island became a province of France, or were
swallowed up by the sea, —if the globe of
which it forms a part were carried off by a
comet, were frozen, drowned, or burnt, ——
But we have no need on the present occasion
to take any account of any of these calami-
ties, and that not so much on account of their
improbability, for there is not one of them
that can be proncunced impossible, as because,
bank paper being the assumed standaid of
comparison, any one of them would be equally
fatal to the credit of such paper.

CHAPTER V.
FINANCIAL ADVANTAGES.

THE advantages of a financial kind that may
be expected from the proposed measure, will
require to be distinguished according to the
periods or stages above marked out, in regard
to the progress of if.

§ 1. Period First,
From the opening of the first issue of annuity
notes, to the arrival of the 3 per cent.
stoek annuities at par.

The branches of profit or advantage that
may be looked for in the course, or at the
conclusion of this first period, may be stated
as follows : —

1. Profit on sale by the difference between
the price for which a 3 per cent. annuity, as
secured by an annuity note, is sold, and the
price at which an annuity to the same amount,
as secured by an entry in the books of the
stock annuities, is bought in with cash raised
by the above sale ; in a word, profit by dif-
ference between the selling price of note an-
nuities and the buying price of stock.—N.B.
This branch of profit ceases altogether on the
termination of Period 1.*

® This branch of profit will have for its ac-
companiment, and that, as we have seen already,
an inseparable one, the effect, and that an advan-
tageous one, of taking out of the market a masg
of stock equal to the mass of annuity paper issued,
although the burthen on government, in respect
of the mass of annuity to be paid, remain the
same. But though the effect be produced imme-
diately and at all events, the profit resulting from
it depends upon two other circumstances ; — viz,
the having money to raise for the creation of go-
vernment annuities, and the arrival of the peried
which will put into the hands of government the
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2. Profit by interest forborne to be received
on annuity notes.

3. Profit by notes in hand ; — profit by in-
terest on annuity notes received by govern-
ment in the course of circulation, while kept
in the hands of government.

4. Profit by notes lost under circumstanees
which either do not admit of, or do not call
for compensation.

5. Profit by reduction of the rate of inte-
rest paid by government for such money as it
is in the habit of borrowing by annual anti-
cipation, by the issue of exchequer bills.

Profits peculiar to Periods I1. and II1.

6. Profit by saving upon the expense of
management.

7. Profit by fractional interest; . e by
the 7d. per £100, the difference between the
£3 per cent. yielded by stock annuities, and
the £2:19:5 yielded by £100 worth of
note annuities,

8. Profit by the redemption of all stock
annuities yielding more than 3 per cent., and
thereupon by extinction of the masses of
extra interest.

Profit peculiar to Perivd I11.

9. Profit by reduction of the rate and quan-
tum of interest upon the mass of the national
debt.

10. Profit peculiar to a state of war; i.e.
to those years in which money is to be raised
by the creation of fresh masses of government
annuities ; — profit on loans: profit or saving
by lessening the loss by those transactions,
by raising the price of government annuities
as compared with money, and thereby lessen-
ing the loss by the difference between money
on the creation and sale of government an-
nuities, and money paid on redemption of
the same,

11. Profit by yearly interest instead of half-
yearly —a profit mentioned as being obvious,
and capable of being realized, but not (it is
supposed) to advantage.

if to prove the proposed measure to be an
advantageous one, and advantageous to a suf-
ficient degree to give it a claim to be carried
into practice, it were necessary to prove the
quantum of the advantage, or even to give a
calculation that had pretension to exactness,
its chance for adoption would be weak in-
deed. Happily for the plan, no such proof can
reasonably be required : —— whether the profit
be £10,000,000, or no more than £10,000,
still, although that advantage stood alone,
yet supposing it to stand clear and not to be
attended with any degree of disadvantage ca-

power of bringing its anpuitants to consent to 8
reduction in the amount of their several annui-
ties. These constitute two perfectly distinguish.
akle branches of profit, which will be considered
in their respective places.
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pable of counterbalancing it, the conduct in-
dicated would be just the same : it would be
worth adopting, though the advantage were
worth ne more than £10,000; and it could
but be adopted, though the advantage were
equal to 100 millions.

Profit 1. Profit by the difference between
the selling price of a £3 a-year aunuity note,
and the buying price of a do. stock annuity.

This profit will depend upon the average
price of 3 per cent. stock taken out of the
market upon the buying-in plan, before the
commencement of the period during which,
these annuities being at or above par, the
paying-off plan will have taken place of the
buying-in plan, and the quantum of annuity-
note paper issued, and thence the quantity of
stock bought in with the produce of such an.
nuity-note paper.

Profit II. The expectation of profit by in-
terest forborne to be received, is grounded
on the following proposition, viz.— That in
general a man will not bestow either trouble
or expense, much less both, how inconsider-
able soever the quantity, in compassing an
end which he has it in his power to compass
to equal perfection without any such trouble
or expense.

The trouble (not to speak of the expense)
attendant on the receipt of the interest on
these annuities, has been reduced to the
smallest amount possible; because, the greater
it is, the greater the danger lest, by the
contemplation of it, individuals should at
the outset be repelled from the purchase
of these annuities. But be the reduction
ever so great, still the remainder will be
something ; and this remsinder, it may rea-
sonably be expected, would, in the ordinary
state of things, be sufficient to turn the scale,
On the other hand, suppose the circulation
of the paper to be once established, upon the
terms on which government paper is in the
habit of being received — (I speak of exche-
quer bills, navy victualling, transport and
ordnance debentures, not to mention India
bonds) — viz. the allowing for it, in addition
to the amount of the principal, the amount of
the interest that has become due upon it. A
man, by simply paying away an annuity nete
upon that footing, will receive, from the in-
dividual who takes it of him, the amount of
guch interest, without the trouble of applying
for it elsewhere.

The smaller the amount of interest or other
money to be received, the greater the ratio
which the trouble of receiving, whatever it
be, will bear to it: accordingly, if there be
any difference, it is in the instance of the
smaller notes; and the more certainly, the
smaller the note, may the dependence on this
forbearance be assured.

Bat the disposition to forbearance will be
the more steady, the more perfect and un-
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broken the facility of receiving the money, in
the event of its being thought fit to receive
it, appears to be. It is on the strength of the
persuasion entertained by a man, that the
amount of a banker’s note which be has taken
in payment would, if demanded, be paid at
any time, that his forbearance to demand itis
grounded.

It is on this account, that whether or no
the payment of the interest upon a fresh note
be deferred till after the end of the year, or
be divided into two payments, the first of
them to take place at the end of the first balf-
year — at the end of the year it seems most
advantageous, upon the whole, that the even
amount of the year’s interest should be made
demandable at any time.

1. In regard to the proportion of interest
that would be likely to be forborne, thus much
may be to be observed: —in regard to what-
ever portion continued to be employed as
currency, the forbearance would probably be
general and continual.

2. In regard to whatever part was hoarded
for the purpose of furnishing compound in-
terest, it could not take place. To obtain
an interest upon a year's interest due on any
note, it would be necessary for a man to re-
ceive that interest, and with the money take
out a fresh note or assemblage of notes: a
second year’s interest is a year’s interest, and
no more, in addition to its own amount; it
does not give him the interest he might have
made on the amount of the same year's in-
terest, by receiving it in the shape of money,
and employing that money in the puichase of
a fresh note carrying its interest; or (what
would come to the same thing) by receiving
it at once from the office, if upon his apph-
cation the office were to furnish him with it
in that shape.

3. In the case of a mass of annuity-note
paper kept in hand for the purpose of income,
but without any determinate plan of accu-
mulation in the way of compound interest, it
seems difficult to say whether receipt or for-
bearance would be most apt to take place.
The purpose of receipt might be equally an-
swered by forbearance; viz. by paying away
at each period a mass of paper of an amount
equal to what the whole mass had gained in
value on the score of interest by that time.
But this would require provision to be made
accordingly in the composition of the sums
constituted by the notes: and which of the
two masses of trouble would be the greater,
— that of making the provision in questior,
or that of receiving the interest at an, office,
— would depend upon circumstances.

In the meantime, this consideration operates
as a reason for rendering the composition of
the series of notes as favourable as possible
to the purpose of affording interest in the
way of simple circulation as above described,
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without the necessity of coming upon govern-
ment for the payment of it; that is, to render
the gradation of the series more regular, and
the terms or degrees in it more numerous,
than might otherwise be necessary or desire-
able. The more complete the series of notes,
the greater the chance it has of meeting the
demand of each individual with reference to
this purpose.

As to the quantum of this branch of profit,
the principal part — that which may be re-
garded as certain — will depend upon the
quantity of the paper thus employed, and
upon the time during which each parcel of
that quantity remains in circulation. It will
depend consequently on the duration of this
first period.

Should this period prove a short one, the
probable length of it (according to a suppo-
sition that will be stated a little further on)
not exceeding two or three years, the branch
of profit will be proportionably inconsider-
able; but whenever it vanishes, it vanishes (as
will be seen) only to make way for a branch of
much superior importance. So long as stock
anuuities are to be purchased under par, none
of those persons whose circumstances it suits
to become customers for stock annuities, will,
in respect of that portion of their money,
become customers for note annuties, which
will not be to be had but at par price. But
no sooner are stock annuities arrived at par
price, than these note annuities will be at least
as well suited to the circumstances of the cus-
tomers for stock annuities: and inasmuch as
the mass of stock annuities will be lessened
every day by the operation of the sinking fund,
while the mass of note annuities cannot be
increased without dimnishing by at least an
equal amount the mass of stock annuities, the
owners of the continually incrcasing mass of
money seeking to be employed in the pur-
chase of government annuities, to serve as a
source of permanent income, will have no
other resource than to lie in wait for annuity
notes as they pass from hand to hand, and so
impound them and take them out of the cir-
culation,

Profit III. The third head of advantage
consists in the saving or profit that may be
inade to accrue on the score of interest upon
annuity notes, which, after being received by
government from individuals on the score of
taxes or otherwise in the way of circulation,
remain at the command of government till
wanted to be re-issued.

This head of profit will again require to be
distinguished into three branches : —

1. Profit by annuity-note paper lying in
the exchequer.

2. Profit by do. lying in the hands of re-
ceivers of all classes in its way to the ex-
chequer.

3. Do. by do. lying in the way of imprest
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in the several offices of expenditure, waiting
till re-issued.

1. Asto the first of these three branches of
profit, what the probable annual amount of it
may be, is completely out of the knowledge of
the writer of these papers, but as completely
within the knowledge of those to whom they
are addressed: I mean in so far as the past is
capable of serving as a guide tq the future.
Add together the 363 sums respectively exist-
ing in the exchequer on the 365 days of the
year, and divide the sum by 365 ; the quotient
will be the principal, the interest of which
will thus in the course of the year be gained or
saved to government, supposing the whole of
the money to bein the shape of annuity notes.
From this gross amount of principal will re-
quire to be deducted, the amount of that pro-
portion of money which is upon sn average
in the shape of cash,

2. As to the second of the above three
branches of profit, it will rest with govern-
ment, whether to take it into its own hands,
or to leave it in the bands of the receiver.®

3. In regard to the last of the above three
branches, little need be said. The money
being already, in the shape of annuity-note
paper, yielding an interest to government, —
so long as it is in the hands of government,
all difliculty in regard to the conversion of it
into that shape is out of the question here.

Under the existing plan, much anxiety has
every now and then been entertained to pre.
vent this or that subordinate officer of expen-
diture from getting inordinate sums by way
of imprest into his hands. Under the pro-
posed plan, the money being in the shape of
paper, that paper yielding its interest to go-
vernment,—so long as it is in the hands of any
office or officer keeping it on the account of
government, though the quantity issued trom
the exchequer to this or that office, upon this
or that occasion, should happen to be more
than sufficient — in other words, to be exces-
sive—it would be no matter, since not only
the temptation to produce the excess, but
even the mischief of the excess if produced,
would, in the proposed state of things, be
done away.

Profit 1V. Profit by notes lost under cir-
cumstances which either do not admit of, or
do not call for compensation.

As this source of profit will go on increasing
as the quantity ofannuity-note paper increascs,
and will consequently be inconsiderable in
this first period, even at the close of it, in
comparison with what it will be at the close of
the second period, at which time the conver-
sion of the whole mass of stock annuities into
annuities secured by annuity notes will have
been completed,—it is to the second period,

* The interest upon exchequer billsceases when
they are paid into the hands of the receivers of
taxes. :
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that what there may be to say in regard to
this source of profit, may with most propriety
be referred.
Profit V., Profit by reduction of the rate
of interest paid on other government paper.
With the fall in the rate of interest yielded
by stock annuities, the fall in the rate of in-
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or with a view to circulation, the diminution
will full exclusively upon the stock annuities,
the quantity in circulation will not be ab-
sorbed in any degree by the demand for the
purpose of hoarding; and the only effect of
the increasing scarcity, even when the issue
is at the point of closing, will be to make the

terest paid by government on exchequer bills
will at least keep pace. As to the absolute
quantum of profit on this head, that will of
course depend on the amount of exchequer-
bill paper issued within the time : a quantity,
in regard to which, any calculations or con-
jectures that could be given would be of little
use.

Profit V1. Profit (if taken) by difference
between yearly and half-yearly interest. This
branch of profit would not attain its mazimum
until the close of the second period:; but I
bave already stated that my leaning is not to
assume this head of profit, and for what rea-
sons. It may, however, be obscerved, that
it would yield a rateable profit of £225 per
million, whilst the intet est upon the national
debt remained at three per cent.

§ 2. Period Second,

From the arrival of stock annuities at par, to
the redemption of the last portion of stock
annuities; whereupon follows immediately
the opening of the second issue of annuity
notes at the reduced rate of 23 per cent.

1. Profit (in the shape of principal money)
by sale of notes ceases; but, in the event of
the creation of a fresh parcel of stock annui-
ties, revives and continues till the redemption
of such stock annuties.

2. Profit by wnterest undemanded will con-
tinue, and with inerease. The profit above
mentioned as produced by the notes in circu-
lating hands will increase as the quauntity of
paper taken out with a view to circulation in-
creases. To this will now be added the profit
produced by the notes in hoarding handsy viz.
the expelled stockholders who take this paper
with a view to permanent income, as they
held their stock. This branch may be termed
the casual branch: it will arse out of such
casual forbearances only as take place at pre-
sent in the case of dividends on stock. The
probable rate of it might be estimated from
the course of the payments on this score made
at present at the bank,

The quantity of government annuities,
stock and note annuities taken together, will,
it is true, be growing less and less every day;
while the quantity of money capable of be-
ing employed in the purchase of them will
be growing greater and greater: so that the
scarcity will be growing at both ends, But
inasmuch as the issue beingopen all the while,
everybody will be at libeity to supply him-
sclf with whatever quantity of this paper he
chooses, whether for the purpose of hoarding

d d, and consequent emission, the more
rapid to the last.

3. Profit by notes in hand. This inconsi-
derable source of profit seems likely to conti-
nue from thefirst period without any variation
worth inquirmng into. It admits of no increase
from the increased amount of annuity-note
paper produced by the conversion, that part
only which is circulation, being capable of
finding 1ts way into government bands.

4. Profit by notes lost. During the whole of
this second period, this source of profit will
be on the increase; a quantity of annuity-note
paper equal to the whole amount of stock an-
nuities, being 1n the course of it added to the
mass.

5. Profit by reduction of interest on ex-
chequer bills. This source of profit will pro-
bubly have begun to manifest itself in the
course of the former period, but it is not till
now that the amount could easily be submit-
ted to calculation.* During the whole of this
second period, the rate of intcrest will be
that reduced rate towards which it will have
been moving on during the first period.

This head of profit will be an enduring one.
No plenitude on the part of the exchequer
will warrant the disuse of exchequer lls:
it would be bad economy to make and keep
on foot a perpetual loan to a certain amount,
i order to save aceasional loans to the same
amount, at the same or nearly the same rate
of interest: and to keep in hand a sum in
cash to the same amount, would come to the
same thing. The maximumof advantage under
this head1s therefore what results from keep-
ing the rate of interest on such loans from
ristng more than one step above the level of
the rate paid on perpetual loans. Upon the
adoption of the proposed measure, it would
be requisite to examine whether the plan of
the present exchequer bills would be the
most advantag.ous plan for borrowing money
on such temporary loans.

6. Profit by saving in the expense of ma-
nagement —transfer and allowance of interest,
as between indwedual and individual, being
performed without expense— and the expense
attached to the issue, and to the payment of
interest on government account, being defrayed
in part, or in the whole by fees. See Ch. 1.
Plan, Art. 17. This profit, being a rateable
profit on the amount of debt, will of course

* These papers appear to have been written 1n
Aungust 1800. At that time Mr. Bentham calcu-
lated the annual saving upon £6,500,000 of ex-
chequer bills at £126,234 per annum.
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diminish in amount, as the amount of the
debt diminishes.

7. Profit by reduction of interest from £3
to £2: 19s. This profit results from the con-
version of stock annuities into note annuities
at the par price of both, which will be the price
throughout this second period. It amounts to
exactly 1-60th part of the interest at 3 per
cent, It comes in a manner without design,
the difference being the unavoidable result of
the defalcation of a few fractions, which it
was necessary to get rid of, in order to leave
even and commensurable sums.* The amount
of annual profit on this score, on each million
of capital in stock annuities converted-—z. e.
on each £30,000 of interest on the said ca-
pital —is £500.1

8. Profit by reduction of interest on stock
annuities at higher rates than 3 per cent. The
amount of this profit might easily be made
the subject of ealculation.

§ 8. Perwod Third,

From the opening of the second issue at
23ths nearly (viz. £2 : 7:5) per cent., to
the redemption of the paper of that second
issue ; — whereupon follows immediately
the opening of the third issueat £1:9:6,
being a triflc less than 14 per cent.

I. Profit by reduction from £2: 19s. per
cent. to £2:7: 5 per cent.

Rate of interest on the closed issue during
this period, s . . . £219 0

Rate of the open issue, .2 75

Difference, constituting the rate
of profit by the operation, . £0 11 7
This result constitutes the characteristic
protit of this third period. The proportion-
able amount of it is nearly the fifth part of
the interest on the mass of annuitics remain-
ing, at the commencement of this third period,
viz. £5791:13 : 4 per annum for each mil-
lion of capital of annuity notes.
11. Profit on sale, ¢.e. by difference be-
tween selling price of annuity-note paper, and

* Table showing the principal sums of the se.
veral notes entering into the composition of £100
worth of annuity-note paper, with their respective
amounts of interest, taken from Table of Annuity,
Note Currency.

PrincIPAL of AmMoUNTS of
the NoTES. INTEREST.
L£51 4 0 £110 4
2512 0 015 2
1216 0 077
6 8 0 03 9
340 0 110
016 0 0 0 2

£100 0 0 £219 0

+ A portion of profit under this head would

arise in Period I Tt will, however, reach its

maximum at the end of Period 1L, thenceforward

its amount will decrease as the amount of the
debt diminishes,
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buying price of stock annuities, remains as in
Period 11., extinet by the extinetion of stock
annuities ; — subject to revival in the event
of a fresh creation, as before.

IIL. & 1V. Profits by interest undemanded,
and by notes in hand, continue es in Peried II,
with little change.}

V. & VL. Profits by notes lost, and by
saving in respect of the expense of manage-
ment, being rateable profits, their winount per
million’s worth of paper continues unchanged,
but their total amount diminishes of course in
some degree, as the amount of aunuity notes
(which, from the commencement of this third
period, are the only redeemable government
annuities remaining) is diminished by the ope-
ration of the sinking fund.

For some time at least, the paper of this
second issue carrying but £2: 7 : 5 a-year in~
terest, the demand for it, with a view to cir-
culation, will be more certain than the demand
for the pwipose of permanent income on the
footing ot stock annuities: because to the
former set of customers, the whole amount of
interest, reduced as it is, will be as so much
gain ; being a profit which, but for this species
of paper, they would not have made——perhaps
at all—certainly not in this commodious way,
and by government annuities: — whereas the
reduction will sit heavy on the customers for
permanent incowne, who, if they continue their
money upon governinent security, must submit
to see their incomes reduced to this amount,
and whose capitals to a considerable amount
will accordingly, for the purpose of escaping
such reduction, be withdrawn from this em-
ployment, and either laid out upon other se-
curities, or embarked along with the owners
in some branch of trade.

The progress of the operation may, not-
withstanding, not be Ciminished upon the
whole ; for to the amount of the demand with
a view to circulation, no assignable limits can
be found.

Profit VII. Profit in respect of Exchequer
bills. During this third period, in compari-
ison with the second, the rate of profit will
receive an increase.

For the money wanted for occasional pur-
poses during the second period, it will (as
has been seen) have been necessary to givea
rate of interest one step higher than that
which, by the continual emission of annuity

4 Profit by interest undemanded ceases, it is
to be remembered, at every reduction, in propor-
tion as the conversion from the 1 bearing the
higher rate, into paper bearing the lower rate goes
on : — because, whenever a note is paid off, the
whole amount of interest remaining due upon
that note must be discharged as well as the prin-
cipal. 1t follows that, in regard to the paper of
such issue, the time of forbearance cannot date
from any earlier period than the opening of that
issue.
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notes at that rate to all customers, it was in
the power of everybody to make. But the
first issue being now closed, it is no longer in
the power of everybody or anybody to obtain
government annuities at that rate; since,
though paper of the first issue will still be to
be had of individuals, it will not be to be
had but st an advanced price. The profit by
the saving of this advanced price will be suf-
ficient to engage customers to take exche-
quer bills, at the par price of the closed issue,
to an amount adequate to any money that
;:an be wanted on the footing of a temporary
oan,

§ 4. Period Fourth,

From the opening of the third issue at 1} per
cent. nearly (viz. £1:9: 6 per cent.,) to
the redemption of the last portion of paper
of that issue ; — whereupon follows imme-
diately the opening of the fourth issue at
£1: 3: 84 per cent., being a trifie more than
I3 per cent.

Rate of the closed issue during
this period, P
Rate of the openissue, . . . 1 9 6

Difference, constituting the pro-
fit of the operation, £0 17 11

The annual amount of this head of profit,
for this fourth period, is, for each million of
capital remaining in the hands of individuals,
i. e. for each £30,000 of interest at the ori-
ginal rate of 3 per cent., £8958: 6: 8; — the
total amount of profit by reductions of inte-
rest up to this period inclusive, on each mil-
lion of capital, £15,259.

Profits by notes lost, and by expense of
management saved, will continue as before,
with little change in regard to the rate, but
in respect of the total amount, reduced in
course as the quantity of the annuities in
question is reduced.

So in regard to profit by inferest unde-
manded, and profit by notes in hand.

Profit in respect of exchequer bills, will
at this period, if not before, be so far fixed,
as that the rate of interest upon these tem-
porary loans will never be higher, but more
likely lower, than that of the closed issye.
For although the reduced rate of the open
issue should not be accepted of by the ex-
pelled annuitantsof the closed issue, nor even
by any more of the customers for note paper
with a view to circulation ; yet, for the rea-
sons given with reference to Period II1., the
premium given for the paper of the closed
1ssue will, notwithstanding, be considerable :
the more so, as the drop from the rate given
by the closed issue (the second issue) to the
rate given by the third issue (being the issue
that remains open till the very close of this
fourth period) is 80 great. Between the two
amounts in question, a profit sufficient to
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draw purchasers for exchequer bills cannot
but find room to place itself; and the interest
on exchequer bills during this period may
be expected to be considerably less than
£2:7: 5.

§ 5. Concluding Period.

The precise number of reductions which
the rate of interest upon this paper might be
destined to experience, is what it would be
too much to attempt to fix. But a picture
of the last moments of the expiring debt, at
whatever stage the reduction of interest may
then be, may be not without 1ts use.

It will present the profit by interest unde-
manded in an enlarged and interesting point
of view: it will strike off in effect the last
10, or 20, or 30 millions of the debt; and
strike off perhaps the value of a year or two
or more from the duration of that load.

After the exoneration thus effected in the
course of the fourth period by the reduction
of the rate of interest to the £1: 9: 6 which
is the rate given by the paper of the third
issue, — is it or is it not likely that the reduc-
tion of interest should have descended lower
before the redemption of the last portion of
the principal of the debt?

The reduction of the rate of interest on
the money that had been thus lent to go-
vernment will stop short of this mark, or
stop at it, or go beyond it, according to the
influence which the rate thus allowed by go-
vernment turns out to exercise over the rate
of interest in general. That the influence
which the government rate of interest has in
its rising state maintained over the general
rate of interest, bas been considerable, is mat-
ter of known experience — though the opera-
tion of the restrictive laws which stop the
rise at the point of five per cent. even on the
slenderest security, has rendered the amount
of this influence scarcely capable of being
measured. The influence of the rate of in-
terest paid on the debt cannot but increase
with the magnitude of the debt, to which
the magnitude of the mass of capital poured
into the market (as will be seen) by the re-
demption of that debt, will be proportiened.
The effect of 200 millions thus poured in
caunot but be double (it should seem) to that
of 100 millions, at least if poured in within
the same compass of time.

The influence of the capital poured in by
the redemption of the national debt at the
time the reduction of the interest on that
debt is going on, will (it is true) not depend
solely on the quantum of eapital thus poured
in, but also on the magnitude of the growing
mass of national capital into which it flows.
But the general mass of national capital is
also of itself in a rapid state of increase; and
to such a degree on the incresse, as to be of
itself in a way to effect a reduction in the
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rate of interest in general, without any aid
from this or any other factitious source. Ac-
cordingly, the factitious cause of reduction
— the factitiously accumulated capital which
is thus poured in by government, so far from
finding any obstruction in the magnitude and
vis inertie of the mass into which it flows,
finds a powerful assistance in the operation of
that mass, acting as it is already, in a direc-
tion tending to the same end.

If, then, while the two forces, the natural
and the jfoactitious, are thus acting in this di-
rection, the influence of the factitious should
be strong enough to bring the other to the
same pace, things will continue on in the
same state as already depicted in the account
of the fourth period : paper of a closed issue,
in a quantity which cannot be increased ; —
paper of an open issue, in a quantity which
will be continually and rapidly on the increase,
till, by the produce of it, the paper of the
closed issue has been paid off, when a fresh
issue will be opened, at a still lower rate, and
the now open issue closed, and so on : always
paper of two issues, at two rates of interest,
till the last applied portion of redemption
money comes and sweeps them both out of
the market at once.

If, then, the reduction of therate of interest
go on to the last year of the debt without
stopping, the state of the paper during that
last year, in respect of its being divided into
paper of two issues (viz. a closed issue, and
an open oue,) will be the same at that sup-
posed last period of the existence of this
paper, and of the redeemable part of the na-
tional debt, as is exhibited in speaking of the
advantages belonging to the fourth period of
its existence : the paper swept off by the last
mass of redemption-money will be paper of
two different issues.

On the other hand, if the emission and con-
sequent reduction have stopped anywhere,
there will, at that last stage, be but one rate
of interest paid by government on the redeem-
able part of the debt : the annuity-note paper
remaining at the time will be, all of it, of the
same issue—viz. the then closed issue:—
there being at that time another issue opened,
but no paper of that proffered issue in exist~
ence, —nobody having purchased any at that
price.

For illustration’s sake, let the last issue
which meets with custométs be the above-
mentioned third issue,—the issue at £1:9: 6,
with the opening of which the fourth period
commences : let thirty millions, at this time,
be the amount of the whole remainder of the
debt, of which let ten millions be the amount
of the paper of the second issue now closed,
bearing interest at £2:7: 5 per cent.: and
let the other twenty millions be paper of the
third, or open issue, bearing interest at
£1:9: 6 per cent.: and let the ten millions
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at £2: 7: 5 per cent. be all of it in the
hands of persone who keep it in hand as a
source of permanent income; while the 20
millions at £1: 9: 6, is all of it in a state of
circulation more or less rapid, being all of it
in hands that took it out, or received it with
that view.

The sinking funds, taken altogether —
the sinking funds present and future —being
now in a condition to pay off (suppose) ten
millions in the course of a year, let such pay-
ment be made accordingly. This extinction,
falling of course upon those ten millions,
strikes off the whole of the hparded paper, and
leaves only that part which, being in circu-
lation, constitutes so much of the circulating
capital of the country. Upon the redemption
of the last parcel of these ten millions, the
opening of the fourth issue follows of course,
by article 22. If any purchasers presented
themselves at the rate of this fourth issue
(£1: 3: 84 per cent.) the reduction of the
rate of interest would go on. But by the
supposition, no such purchaser does present
himself. The persons who had been keep-
ing their capitals in the shape of annuity-note
paper of the second issue at £2:7: 5, are,
by the redemption of the remaining paper
of that issue, put to their option — either to
cease letting their capital lie on that sort of
security, or to accept of £1: 3 : 84 per cent.
By the supposition, they all reject the paper
bearing this new and lowest rate: they will
not meddle with it, not even for a time, and
with a view of putting it into circulation by
employing it in the ways in which they de-
termine to employ the capital thus thrown
upon their hands.

When the two masses of paper that had till
now been in the market, are thus reduced to
one, that one will, all of it, be in the hands
of noteholders who take it with a view to
circulation, For, whatever rate of interest
is accepted on the footing of permanvent in-
come, there will be always persons in abun-
dance to whom it will be worth while to
accept of the next lowest rate, with a view
to circulation. 1f, by the growth of nationsl
opulence, a rate so low as £2: 7 : 5 appears
now, is raised to such a pitch of relative value
as to be worth acceptance in the character
of a source of permanent income, the next
lowest rate, though so low as £1: 9: 6, will
be raised slong with it in the scale of im-
portance, and will become not less worth
acceptance in the rcharacter of a source of
such temporary profit as could not with equal
security and convenience be made by any
other means. And if the £1: 9: 6 itself
come to be thought worth acceptance in the
character of a permanent provision and sole
dependence, the next lowest rate, though
now reduced to £1: 3: 84, will no more be
regarded with contempt in the character of a
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source of temporary profit, than the £1:9: 6
was before. If, then, the demand for annuity-
note paper should stop altogether at any period
prior to that of the complete extinction of the
debt, it is with the customers for permanent
income that it will stop, and not with the
customers for temporary income with a view
to circulation.

Compared with cash, the inferest afforded
by the annuity-note paper to those who take
it or keep it with a view to circulation, will,
be it ever so small, be so much profit. Com-
pared with the preceding higher rate of inte-
rest, the reduced rate afforded by the annuity-
note paper will, to those who takeit, and who,
to the extent of their respective capitals so in-
vested, bave nothing else to depend upon for
their respective incomes, present itself as a
loss to the amount of the difference.

Under these circumstances (though, for il-
lustration’s sake, the suvposition has been that
the fresh issue would at some period remain
open without customers) it seems not very
easy to abide by it. At the time the sinking
fund came with its ten millions, and swept
off all the paper of the second issue — all the
paper that was in the bands of customers for
permanent income — the demand on the part
of the customers for temporary income with
a view to circulation, had got no farther than
the remaining 20 millions. But, under the
accumulation of wealth inseparable from the
state of things thus supposed, it is scarcely
possible that the demand, from that class of
customers, should for any length of time be
altogether at a stand. If, in a twelvemonth,
but a single £100 worth more than could
be met with without giving such a premium
as would make it dearer than the paper of
the open issue, were wanted by any person
for a few weeks or months, he would betake
himself to the open issue.

Even in the case of the last group of now
expelled note-holders, by whom this paper
had been held as a source of permanent in-
come, the supposition of their rejecting the
paper of the fresh issue altogether appears
scarcely tenable. They would still, to a cer-
tain degree, be customers for annuity-note
paper, though with different views: before
their expulsion, for the purpose of permanent
income.—ajter their expulsion, for the purpose
of temporary income, till a better income or
better prospects could be obtained from some
other source.

Trae it is, that by the paper taken out of
their hands they made £2:9: 6 a-year ; while
by the paper of the fresh issue they would
make not half the money — £1: 3: 8}. But
£1: 3: 83, which they might begin making
from the very instant of their expulsion,
would be £1: 3: 8} better than nothing —
which is what the interest of a considerable
part of their 10 millions of capital would be

CIRCULATING ANNUITIES.

[Cu. V.

reduced to, for a time more or less consider.
able, if it rejected this accommodation. And
though no more than a single £100 of the
expelled 10 millions were to betake itself to
this employment, though it were but for a
day, from thence would be to be dated the
birth of the paper of the fourth issue.

If, however, at the period in question, there
remain no paper but of one issue, it is all of
it (as we have seen) in the hands of the cus-
tomers for temporary income with a view to
cireulation, who would, generally speaking,
betake themselves to the circulution for the
interest of it, — upon which, the demand for
interest at the office would nearly cease. But
the same cessation might take place although
there were to be paper of two issues — and
would take place, if the paper of both issues
were t0 be in the hands of the customers for
temporary income with a view to circulation.
Nor is this any more than what might well
enough take place; since the paper of the
closed issue would bear a premium corre-
sponding to the superior rate of interest it
afforded ;* and it would be seen by govern-
ment to be the case, if the interest upon the
paper of the closed 1ssue were seen to remain
undemanded.

In this state of things, many millions of
government paper still in circulation, and
little or no interest demanded on it, theie
seems nothing to be gained and something to
be lost by carrying the redemption any fur-
ther. As to so much interest as continues to
be undemanded, the debt ceases to be a bur-
then ; — the taxes, from which the redemp-
tion money would bave to come, would be a
burthen ; and the paper taken out of the cir-
culation by the redemption would be so much
taken from the mass of circulating capital —
as much so as if gold to that amount, after
having becn received by government on the
score of taxes, were to be thrown into the
sea. A defalcation made to any such amount
as the supposed 20 millions in the course of
two years, might, by its suddenness, be pro-
ductive of inconveniences such as it would
not be easy to estimate ;t—similar, ina word,
to those which have been attributed to the
diminution in the quantity of Bank of Eng-
land paper in circulation,

Were the redemption thus to cease, it
might be of use to declare, at the time that
such cessation were declared, that from thence-

# The premiumis a necessarﬁ condition of the
co-existence of two papers of the same denomi.
native value, bearing different masses of inte.
rest: & man would never give £100, or the value,
for a mass of paper called £100, and yielding
£1:3:84 a-year interest, if for the same price
he could get a mass of paper which, though called
but £100, yielded £1:9: 6 a-year intevest,

+ See further, Chapter V1. ddvantage by ad-
dition to National Capital.
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forward, as often as a note were sent in for
payment of interest, interest and principal
should be paid together,® as is the practice
at present in the case of exchequer bills;
and at the same time to declare a respite of
the redemption for a certain time.

The advantages would be —

1. The continuance of the source of profit
in question (profit by interest undemanded)
would be more steady and assured. For in
proportion to the length of the respite de-
clared, the paper thus respited would come
to bear in circulation a premium ; the amount
of which premium, though Limited by the rate
of mterest yielded by the open issue (resorted
to or not resorted to) would not be prevented
by it from taking place. This premium a man
would lose, by sending in his paper to be paid
off at par: in general, then, paper would not
be sent in for that purpose, nor consequently
any interest be paid by government.

2. No payment could thenceforward he
made upon the proposed paper, but that a
payment to a far greater amount would go
in redemption of principal; whereas, without
such regulation, no part of the money paid
could take that profitable course.

The undemanded interest (it might be
thought) might wn this way come to accu-
mulate to such a mass as might be productive
of inconvenience, if by a sudden turn of af-
fairs it were to become a matter of advan-
tage to the whole body of annuitants to claim
payment of it at once. But on a second
glance, the mconvenience would be seen to
vanish altogether. Supposing, as before, the
amount of the paper twenty millions —rate
of interest £1:9:6; — the whole amount
of a year’s interest would thus be short of
£300,000. Being simple interest, not com-
pound, the whole amount of it in twenty years
would be short of six millions, supposing the
whole of it to remain undemanded, and the
principal undiminished all that time. No
issue can carry more than its own interest;
because, as the open issue fills, the paper of
the closed issue is paid off, interest and prin-
cipal together. Respite 1s indeed proposed;
but the term of respite need not be so long
as to preclude government from providing
such a course of redemption as should ward
off any inconvenience that might ensue from
a too sudden diminution of this part of the
curreney, and at the same time prevent the
interest from swelling to any such amount as
to become formidable, At the worst, at such
a period, interest so low, money so abundant,
£6,000,000 would be but a trifle to raise by
an immediate and temporary loan, as now by
exchequer bills,

* By this restriction, the amount of the pre-
mium might perhaps be made less than it would
have been otherwise ; — but this would compara-
avely be of little moment.
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§ 6. War Loans.

By o many per cent. as the market price
of old annuities is raised by any cause, by so
many per cent. (it is well known) is the price
of new ennuities raised to those who give
money for them to government (i. e. the terms
of the loan bettered) by that same cause:;.—
since, as between old and new the value is
just the same, it would be in vain for any
man, or set of men, to insist upon any con-
siderably greater price in annuities for their
money (allowance mude for depreciation by
increase of quantity and for dealer’s profit)
than people in general are disposed to take
for theirs.

Whatever takes stock out of the market,
without taking out or keeping back the
equivalent in money, adds in proportion to
the price of stocks. The proposed measure
takes stock out of the market without teking
out or keeping back money: it therefore adds
in proportion to the price of stocks,

True it is, that cven previously to the
absorption of stock annuities which it takes
out of the market, it has created other an-
nuities to a considerable part of the amount ;
for it is only with the money received for
those new annuities, that the old are taken
out. But of the money thus received for the
new annuities, there is not any part that
would have gone to market for old annuities;
because, while stocks are under par, no money
that can be employed with advantage in the
purchase of stocks, ean be employed other-
wise than to a manifest disadvantage in the
purchase of the inferior rate of interest af-
forded by the proposed note annuities.

Any melioration thus produced in the
price of stocks, and thence in the terms of
the loan for any given year, will operate (it
should be remembered) not only on the loan
of that year, but on all succeeding loans du-
ring the existence of the existing debt; since,
whatever additions the debt may come to
experience in the course of any number of
succeeding years, it will always be the less
by the amount of all the defalcations that
have heen ever made from it.}

Were it not for the operation of the sink-
ing fund, the profit on this account would
be so much clearer; but inasmuch as, to the
extent of the stock purchased in the year by
that fund, government loses exactly as much
as it gains on the stock sold in that same year
in and by the loan, the amount of the loss by

4 This, though so evidently true as to appear
little better than nugatory, will be apt enoug:n
be overlooked, or even appear disputable : for such
will naturally enough be the case, if, after rising
the first year of theaps:\licanon of the given cause
of elevation, stocks should, in consequence of
fresh causes of depression, experience a fall the
next, or any other succeeding year.
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the purchase will be always to be deducted
from that of the profit by the sale.

To caleulate the probable amount of profit
on this score, for one, two, or more years,
would require two sets of data; — viz. 1.
Amount of the several other causes of eleva-
tion, together with those of depression, in
each year ; — 2. The amount of annuity-note
paper sold in each year. The former would
scarcely yield to calculation; the latter bids
defiance to it altogether,

CHAPTER VI

ADVANTAGE BY ADDITION TO NATIONAL
CAPITAL.

AMoNG the advantages promised by the pro-
posed measure, may be reckoned the addition
it promises to make to the mass of national
productive capital, and thence to the mass
of national wealth; viz. by the acceleration
it will give to the operation of the existing
funds, In respect of the redemption of the
national debt.

That an addition to the mass of national
capital — an addition to the value of £100 —
i the result of every £100 paid in discharge
of the national debt, is a proposition which,
though hitherto it seems to have engaged but
little if any attention, will be assented to al-
most as scon as mentioned. That the putting
of money into men’s hands on this occasion in
lieu of the income they are obliged to part
with, has no tendency to increase the ratio of
the amount of money expended in the way of
prodigelity, to that of the money expended
and employed in the way of thrift, is evident
enough. But if, employing the money put
into his hands in lieu of a source of income
of which he is deprived, & man employ it
otherwise than in the view of making it pro-
ductive of a mass of income to equal amount,
he employs it in the way of prodigality ; and
if he employ it with the view of making it
productive of income, it must be either by
expending it Aimself in the production or
improvement of such articles as constitute a
mass of capital to the amount of such expen-
diture, or by lending it directly or ultimately
to somebody else, by whom it will be applied
to that same purpose.

If the money thus put into the hands of
the expelled annuitant in lieu of his annuity
were taken from the mass employed in the
shape of capital, there would be neither loss
nor gain by the operation, on the score of
addition to the mass of national wealth.*

* This supposition is actually realized in the
case of money cmployed in the redemption or
purchase of portions of the land-tax, and laid out
in the purchase of masses of stock annuities on

ment account, to be added to the sinking
und. The money for a purchase of that sort can-
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But the money thus employed by the exist~
ing sinking fund is not taken from any such
mass. It is the produce of fazes — of taxes
levied on income, either directly or through
the medium of expenditure, and is taken ont
of that fund, the whole of which (aftera
small deduction on account of savings) would
otherwise have been expended within the
year, in the way of current expenditure : that
15, in the purchase partly of unproductive la-
bour, such as that of servants, coaches, horses,
players, musicians, and the like—partly in the
purchase of articles consumed mostly within
the year, or some other such short periods of
time, without having produced any equivalent
increase.

Of the money thus pat in the shape of ca-
pital into the hands of the public creditors
on the redemption of thetr respective por-
tions of the public debt, that part which is
received by British subjects, will m general
be employed in adding to the mass of capital
contained within the limits of the British
empire : on the other hand, that part which
is received by foreigners, will as naturally be
employed in adding to the mass of capital
contained within the dominion of the states
to which they respectively belong —in add-
ing to the quantity of fore:gn, not of British
capital.

Deducting, then, from the whole amount of
the money payable on the redemption of the
redeemable, but unredeemed porticn of the
funded debt, that part of it which is in the
hands of foreigners, the remainder will be the
sum that, in the year in which the last por-
tion of the debt comes to be redeemed, will
have been added to the mass of national ca-
pital from this source, independently of any
effect produced by the proposed measure.

Whatever amount of profit the proposed
measure may be attended with, this profit
being also applied in aid of the other sinking
funds to the redemption of the debt, will act
in acceleration of that effect. It will there-
fore, in proportion to the acceleration, be pro-
ductive of a distinguishable addition to the
mass of national capital in proportion to the
aeceleration thus produced by it. In a rongh
way, the amount of this addition may be

not be supposed {unless here and there by acci-
dent) to be saved out of the income of the year,
and defalcated from what would otherwise have
been the unproductive expenditure of the year,
unless 1n the case where, without any such call,
a sum to the same amount would have been saved,
and employed or lent outin the shape of capital.
It is therefore so much faken from the mass of
national capital: — on the other hand, when
handed on to the stockholders of whom the stock
is bought, and in payment for their stock, it s
then so nuch added to the mass of national capi-
tal; being so much which would not have taken
that course, had it not been for the measure, It
therefore leaves the amount of national capital
where it found it.
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stated as equal to the interest at compound
interest, at the rate at which the national
capital is accumulating, upon the amount of
the debt redeemed for the term of years
struck off by the acceleration.

From the amount of restitution® thus
made to capital, in any accurate computation
would come to be subtracted that proportion
of the national income, which, bad it not
been taken by taxes, and thence in the shape
of redemption money added to capital, as it
were by force, would have been saved up,
and, without changing hands, have gone to
capital of 1ts own accord, and from the amount
of profit by acceleration of the redemption of
the debt, a similar proportion of the amount
of such profit.

To the account of the addition thus pro-
mised to the mass of national capital, in re-
spect of freed capital, and such other parts
of the mass as are of an intrinsically pro-
ductive nature, it may naturally enough be ex-
pected that I should add the augmentation
prowmised in the shape of cwrculating capital;
— viz. to that branch of it which consists of
Hioney.

That in ecertain circumstances an augmen-
tation of this sort would be among the natu-
ral consequences, and even, unless prevented
by special care, among the necessary conse-
quences of the measure, is a proposition, the
trath of which will, I think, appear with suf-
hcient evidence: but far from taking credit
1or any such result in the account of advan-
tages, probity requires that I should give
warning of it as a source of danger. To

* [ say resiréution ; for as the amount is added
¢o productive capital upon the redemption of the
debt, so was it taken from productive capital on
the creation of the debt. The case might be sup-
posed, in which this restitution should be com-

olete, and even more than complete. It must,

owever, still be remembered, that the parties
into whose hands this new wealth is poured, are
not the parties from whose hands the wealth ex-
peuded 1n war was orianally drawn ; —that mo-
ney given tv A 1s no compensation for loss of
money, of life, or of limbs to B;— that if the
acquisition be made, it is made by no other
means than that of the most cruel pinching; —
and that if the money wrung from pleasurable
expenditure had been added, the whole of it, in
the first instance, to productive capital, instead of
peing consnmed in msery-making expenditure,
the addition to productive capital and wealth
would have been so much the more abundant, It
may be further observed, that from the influx, or
rather reflux of capital upon the redemption of
the debt, suffering and loas must inevitably ensue
to those whose incomes are reduced by the fall in
the rate of interest of money. But this conside-
ration mayserve toveconalethe public in general,
and the parties affected by it, that such would
have been their saftering, and still greater, had
there been neither borrowing nor redeeming, but
Lad the country been reposing all the while in a
state of uninterrupted peace.
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point out the means of obviating this danger,
will be the business of an ensuing chapter.

CHAPTER VIIL

ADVANTAGE BY ADDITION TO COMMERCIAL
SECURITY.

AvnoTHER advantage expected from the pro-
posed paper, is — the addition it promises to
make to commercial security — the support it
holds out to commercial solvency. It presents
itself, not only as being itself exempt from
those shocks to which the ordinary species of
paper moneyare essentially exposed, but as af-
fording to the community a remedy, and that
of the preventive kind, against the disorders
to which it stands at present exposed by the
constitutional weaknesses of those papers.
For a property thus valuable, it is indebted
to two features belonging toit. Oneis—the
making no addition by its quantity to the
quantity of cash engaged for. It is by this,
that it is itself preserved from that brittle-
ness which is of the essence of those other
papers. The other is—the faculty of being
employed in either of two eapacities at plea-
surc: — 1. As a permanent source of income
—like so much stock—so long as it is kept
in the same hand; 2. As a circulating me-
dium — a species of money, as often as it is
passed on from one hand to another. It is by
this latter feature that it is enabled to fill up
whatever gaps may come to be made in the
quantity of money in circnlation, by a defi-
ciency in the quantity of those other papers.
That in point of security, commercial wealth
is liable to suffer from an excess in the com-
parative quantity of paper money, is a truth
but too often felt, and sufficiently understood.
That in point of quantity it is liable to suffer
a kind of negative loss from a deficiency in
the quantity of paper money, it a truth rather
understood than felt, but equally oatof doubt;
because, inasmuch as every fresh £100 worth
of paper money is so much added to the mass
of circalating capital, to the amount of the
value at which it passes, the national capital
is of course so much the less for every acces-
sion of this kind which a might have received
consistently with commercial security, and
fails to receive. That by u deficiency in the
quantity of paper money, commercial wealth
is hable to sutfer —not in point of quantity
only, but even in point of security, is a sort of
discovery in political economy, seemingly ot
very recent date.t Till the pressure upon the

+ The source to which 1 am indebted for it, is
the evidence of Mr. Heng Thornton, as printed
in the several unpublished Reports of the Com-
mittees of Lords and Commons on the aflairs of
the Bank in March and April 1797, and reprinted
in Mr, Allardyce’s published Address to the Bank
proprietors in’ the same year. In the form of &
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Bank of England in 1797, it seems to have
been generally understood, that in the article
of paper money, deficiency was the safe side:
—but on that occasion it became apparent,
that in regard to paper money of the kind in
view, there is no safe side.

While there is stock to sell, and in such
abundance, how (it may be asked) can com-
mercial wealth be liable to suffer in point of
security by a defalcation (which can never be
& very large one) from the quantity of paper
money? When by selling stock, a man who
has either stock enough, or credit to borrow
stock, may at any time raise as much money
as he pleases : he will be a loser, it is true, by
the interest of the stock sold out. from the
time when sold to the time when replaced.
2nd so far wealth suffers in point of quantity :
but there ends the damage: security remains
entire. Yes, doubtless;—so a man may: —
but on what terms? On the terms of taking
the precise amount from some one else: the
deficiency is shifted only, not lessened.

Stock may be sold for money, and in that
JSigurative sense it may be converted into
money : . but in the literal sense, it cannot
be converted into money: and it is in the
Iiteral sense that an article must be capable
of being converted into money, to answer the
purpose in question here. Stock convertible
into money? Yes, in the same figurative
sense in which lands and houses and goods are
convertible into money— and no other. An-
nuity-note paper is convertible into money,
paper-money, in the literal sense.

Stock is one thing — paper money (the sort
at present in use) is another: —annuity-
note paper, and that alone, is both in one. It
has two natures. and is at all times either
the one thing or the other, whichever is most
wanted.*

note, the substance of that evidence would form
2 valuable addition to the future editions of Adam
Smith’s Wealth of Nations,

* It is a fact no less curious than true, that by
a mere collateral circumstance, such as the mode
of transfer appointed, and the nature of the eri-
dence required in pronf of title, the nature of a
species of property, in ifself the same in both
cases, should undergo so material a change.
Without a degree of expense, destructive of a
vart, or the whole, or even more than the whole
of the value, stock, as we have seen, cannot be
broken down inte masses corresponding to those
sinall and diversified portions into which money
is and must be divided : — nor can it at any ex-
pense be either bought or sold on any occasion
without loss of time, and the obligation of per-
sonal attendance at one certain place, the same
for the whole island, wheresoever the residence of
the parties may happen to be in each instance, It
cannot be carried by a man in his pocket, and so
like so much cash distributed among any number
of hands, at the very instant the occasion for each
disbursement arises. Annuity-note paper, like
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divisible, is alrcady broken down into a mula-
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The defalcation made from commercial se-
curity by the defalcation of a given mass of
money (cash or paper, makes to this purpose
no diiference,) would upon examination be
found greater than might have been supposed.
The annual receipts of the country, on the
score of income and capital taken together,
may (without any error eapable of affecting
the argument) be stated as not much over
or under three times the amount of the money
of the country, cashand paper taken together.¥
Call, then, the quanfity of Bank of England
paper habitually issued and kept in circulation,
£10,000,000: and of that habitual 10 mil-
lions, suppose, at a particular time, one mik-
lion cancelled or kept back,—for instance, by
a defalcation to that amount from the usual
discounts, Here, then, is produnced already,
by the defalcation of this single million from
the guantity of money in circulation, a defal-
cation to the amount of three millions from
the mass of money that should bave been re-

tude of portions still more various, and commen-
surate to all purposes — and, Iike cash, is to be
had at all times and in all places.

I have a weekly bill of ;LPI : 12s. to pay to my
baker. The £1 of it which should have come to
me in bank paper, has, in consequence of the
million of supposed deficiency of that paper, failed
me. Can I say to him, * Come to the bank, and
T will transfer to you £1:12s. worth of stock 7
His answer would be — ** True, £1 :12s. 13 the
worth of the stock you will give me to-day, but
what will it be to-morrow ; | have my batch of
bread to mind, my journeymen to overlook, my
customers to wait upon 3 I can find no time to go
with you to the bank to.day to receive stock, an-
other day to receive the interest, and another day
to sell the stock : and if T were te receive it, what
would the principal amount to when the broker-
age is paid out of it? No: it would be cheaper to
me to give up the debt, than to obtain payment
for it on such terms.*

How different would be the case, if, instead of
stock, T had my £1:12s, worth of government
annuities in the shape of an annuity note! * Here
§I should say) is your money — £} : 12s. is what

have just been giving forit: pass it to-day
everybody will give you the same sum for itz —
keep it till to-morrow sevennight -—anybody will
allow you an additional farthing for it, and so on
a farthing for every eight days, for as many times
eight days as you may think fit to keep it.”

+ The total of national income, according to
the estimate of Dr. Becke, was . £217,000,000

The quantity of national money was esumated
as under;: —

Gold, silver, and copper, . .. £45,000,000

Bank of Englnnd paper before the
pressure of 1797, . . . . . . 10,000,000

Country bank paper, about . . . 12,000,600
Bills of exchange, i)y random con- ’
jecture, . . . . . . . - 3,000,000
£70,000,000
To which may be added {1800,) ad-
dition by £1 and £2 notes, about 3,000,000
£73,000,000
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ceived in the course of the year: —and this
without any allowance made for the propor-
tion of the money of both sorts (cash and
paper) that will always be hoarded and kept
out of the circulation in the shape of capital
wating for employment, or the cash that must
always be kept up in the same way as a_fund
of reserve foranswering the engagements con-
tracted by that part of the currency which is
in paper.

Call the amount of money kept up on both
these accounts in the shape of capital, one-
fourth part of the whole;—then will a defal-
cation, as above, from the mass of money by a
defalcation to that amount from the quantity of
bark paper issued and kept out, produce, in-
stead of the above supposed defalcation of
three millions, a defalcation of four millions
from the mass of money receipts.

Suppose, again, that by reason of the alarm
excited by this defalcation from bank paper,
whatever was the cause of such defalcation,
another million (cash and paper together) is
hoarded up and kept out of circulation, out of
the portion which otherwise would have con-
tinued in the eirculation: —on this supposi-
iion, the defalcation from the mass of the
year’s money receipts swells, from the four
millions above spoken of, to eight millions.

But it is on the quantity of money ready to
be transferred to those to whom it is due, or
by whom it is otherwise expected, whether
out of the portion which is kept in general
circulation in small masses, and which serves
as a vehicle for income, or out of the portion
kept up in large masses, in the shape of capi-
tal, that the hody of commercial men, in their
capacity of debtors, depend for their ability
to fulfil the aggregate mass of their engage-
ments, If, then, the influx of money in the
course of the year into commereial hands be
thus diminished by the amount of eight mil-
lions on the score of income and capital taken
together, eight millions, or some such large
sum, will be the amount of engagements bro-
fen in the course of that year, by reason of
the defalcation of a single million’s worth of
bank paper (unless in as far as the deficiency
may have been made up from other sources;)
—and to this amount will the commercial
wealth of the country have suffered, not only
in point of guantity, but in pomt of security.

1 speak of security, in contradistuction to
quantity ; i. e. to actual wealth to a fqui-
duted amount ; for if to the above liquidated
loss be added the loss by fmlure following
tailure in consequence of the shock given to
securuy, the ultimate loss may rise above
the supposed eight millions, to an indefinite
amount.

The want of a circulating medium as such,
that deficieney, of which so much wassaid in
1797, may recur at any time. By the united
wisdem of all partics interested, it received a
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cure at that time from a number of coneurrent
measures, all of them well adapted to the pro-
duction of the effect. From true wisdom it
received, for the time, a perfect cure:* but,
by any other means than the sort of remedy
here proposed, to prevent the evil from re-
curring again and again at any time, is not
within thereach of the most perfect wisdom:f
and prevention is still better than the most
perfect cure. To be liable at any time to be-
come the instrument of mischief, and that in
either of the two opposite ways, by being in
too great quantity, or in too little, is of the
essence of all such promissory paper: for its
not being in two small a quantity, it depends
upon the wisdom and even humour of a few
individuals ; for its not being in foo great
quantity, it depends not only upon the wis-
dom and humour of individuals, but upon con-
tingencies of the day, and the humours and
prejudices of the uninformed and ill-informed,
and hasty and impetuous multitude : uponthe
former, as to their not exceeding in their is-
sues the amount warranted by the rules of

* 1. On the part of the dank, the extension
given to the quantity of their paper —not in
notes of the then usual magnitude, but in notes
of the reduced mwagmtudes —the £1 and £2
notes ; — whereby the market was enlarged to
such an extent as, if given to it at an earlier pe-
riod, would, it seems probable, have prevented
the exnigency.

2. On the part of government, the suspending
to a certain degree the action of the restrictive
laws, by which individuals had been prevented
from issuing notes below a certain magnitude.

3. Onthepart of the commercial body, by their
agrecment to accept of Bank of England paper,
without demanding cash for it.

4. "To the force of these factitious remedies was
added that of the natural remedy, the returnof
the hoarded money of both kinds into the circu-
l.tion upon the cessation of the alarm,

As ©o man can keep any unnecessary quantity
of money by him for any lengih of timebut to a
Joss, would not this natural remedy, together
with the preceding one, have been suflicient ?

That the exigency of the case would have ad.
mitted of the waiting for the operation of these
two last-mentioned remedies, is more than I will
undertake to say. Dut that if it would, the ap.
plication of the two first mght have been omitted
with great advantage on another score, is an
opnion that will, 1 1magine, be acceded to by
whoever recognizes the mischief pomited out ay
flowing from every addition to the i;uamity of
money, metallic or paper, in Chap. 1X. On the
Rise of Prices.

+ ‘1o a theoretical glance it might be apt to
appear that the lesser quantity of money might
serve to convey the same quantity of annual re-
ceipts as the greater, if in proportion to the defi-
ciency in the quantity of matter, the velocity of
the circulation were to be increased. But upon
examination, I do not imagine it would be found
by what means the velocity would be capable of
recciving any adequate increase, The natural
effect of those pressures. to which such increased
velocity would be a relief, is —not to accelerate
the circulation, but to /ciwrd it.
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prudence — upon the latter, as to their not
frustrating and setting at default ail the
rules of prudence, by crowding in to demand
for their paper without need, sucl a quantity
of cash as is not in existence.

The sort of promise given by bank and
bankers’ paper, is that sort of promise, the
fulfilment of which, taken in the aggregate,
is physically and constantly impossible: the
promise given by the proposed annuity-note
paper, is that sort of promise, the fulfilment
of which, whether taken in the aggregate or
in parcels, has never yet been found to fail —
which possesses all the certainty that is to be
found anywhere in human affairs ; and which
becomes less and less liable to fail, the greater
the quantity of money of which it conveys the
promise.

Were the proposed paper the only paper
money, national wealth would not be liable
to suffer exther in point of quantity or in point
of security — either from excess or from de.
ficzency in the quantity of paper money in any
degree ; since, even without the exercise of
human reason on the part of anybody (except
on the part of each note-holder, in so far as
his own particular interest, and that the in-
terest of the moment, were concerned:) it
would adjust itself, as it were of itself, as
to what concerns the demand for circulating
money, to the exact quantum of the demand :
it would be stock one moment, and cash the
next, whichsoever were most wanted.

In the other case, were it but one ingre-
dient amongst others in the composition of
the currency of the country, it would, as far
as it went, and to the extent of the quantity
kept in hand, principally with a view to in-
come,” act as an occasional supplement to
other paper money, and as a remedy of the
preventive kind to whatever inconveniences
might otherwise have arisen from a deficiency
of that article.

Against an excess in the quantity of other
paper money, its operation would not be guite
so efficient or so manifest. But by presenting
to every eye a species of paper money unsus-
ceptible either of excess or depreciation, it
would at once and at all times take the pre-
tence of necessity from the rashness that might
otherwise be disposed to hazard an excessive
issue ; and it would render the public in ge-
neral the less disposed to accept, in an exces-
sive quantity, a paper essentially hazardous,
seeing that & paper essentially exempt from
hazard was at their command, to any amount,
at any time.

* It therefore would not begin to act in this
capacity till after Period L. ; but from thencefor-
ward the quantity would be more than adequate
to the purpose bere in guestion in a predigious

degree.
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CHAPTER VIIiL
PARTICULAR INTERESTS CONCERNED.

Or the four distinguishable effects looked for
from the proposed measure, that which will
probably be regarded as the principal, is the
degree of acceleration and assurance promised
by it to the redemption of the national debt.
To the accomplishment of so desirable an
object in a way consistent with existing en-
gagements, no damage accruing to particular
interests has ever been considered as opposing
any bar that ought to be regarded as insur-
mountable. That a reduction, say from £4
to £3 per cent. is a tax, and that a propor-
tional one, to the amount of 25 per cent. upon
the income of a particular class of men, is a
proposition too obvious to be overlooked. Yet
the design of effecting a reduction of the same
sort, and that to an undefined amount, is a
design rooted in the mind of the legislature,
evidenced by the practice of preceding par-
liaments,+ and bythe express declarations of
others.}

The nation at large, and the stockholder,
are borrower and lender. When the money is
to be raised, it is the lender’s barvest ; and he
takes advantage of the borrower and his ne-
cessities to the utmost of his power. When
debt comes to be paid off, it is the debtor’s
turn; and it is neither unnatural nor unjust,
nor illaudable, nor ought it to be unexpected,
that he, by his agents, should take the like
advantage.

The stockholder of the paying-off season
is mot (it is true) in every instance the same
individual as the stockholder of the borrow-
ing season. He is, however, either the very
same, or one who, with his eyes open, and
for valuable consideration, has put himself in
the other’s place: —succeeding to all his
rights, it would be in vain to repine at the
thoughts of having succeeded to any of his
obligations. From a creditor in some cases,
and on the score of humanity, mercy may,
with more or less reason. be expected — but
from a debtor, what mercy was ever looked
for? The words merciless and debtor are
tv‘vords scarcely to be coupled with a grave

ace.

Ezpresstons, however, and the momentary
effect they may have on the imagination, are
not the proper standards of right and wrong
in this case any more than in any other. Hu-
man feelings, and the effect of measures upon
those feelings, do constitute that standard, in
so far as they can be ascertained, A stock-
holder is as much a member of the commu-

+ In the compass of thirty-three years, viz.
from 1717 to 1750, interest on divers parcels of
the national debt was reduced from £6to £3 per
cent.——(Sinclair, I1. p. 214.}

3 One instance, 32 Geo. IIL c. 55.
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nity — as great a part of the community — as
any other man. Such as his ezxpectations have
been, such will his feelings be, when the event
takes place. But what have been his expec-
tations ? 1t is from his situation, and that
only — from the terms of the contract by
which his situation in that respect is consti-
tuted — that any judgment can be formed.

Thus stands 1t with regard to the public
creditor — the stockbolder, who, on the com-
parative return or increase of general pros-
perity and opulence, has in former instances
seen that part of his income reduced by one
balf; and who, within a period already in
prospect, may be doomed, by the like cause,
to a reduction to the like amount.

But in comparison with the interests of this
vast branch of the community, what can be
the amount of all the other particular inte-
rests put together! and in comparison with the
degree of sufferance in this case, how trithng
will be the degree of sufferance in any of
those other cases !

The destiny of the stockholders is not hy-
pothetical : it originates not in the proposed
measure; it has been fixed and made known
by the legislature, and built upon for years
and years, by determinations several tunes
repeated and brought to view, without adoubt
from that or any other quarter on the head
of perseverance. It is for want of means, and
not of determination, that the redemption
with all its consequences has not long ago
been accomplished.

In comparison of such interests, whatever
lighter interests may be found to stand in the
way might therefore appear as scarcely worth
a glance. But though all particular interests
put together will not prevail for the rejection
of a measure beneficial in a superior degree
to the whole, yet a view of the particular
ways and degrees in which they may respec-
tively come to be affected by it, will not be
without its use, were it only by way of warn-
ing of the probable sources and grounds of
opposition, and of the nature of the obstacles
which may be to be combated in the course
of the exertions necessary to bring the mea-
sure into effect.

During Period 1., while no part of the
mass of government annuities is taken, but on
terms on which the holder is desirous to part
with it, benefit to particular interests will
run along with, and probably preponderate
over the damage. From the commencement
of the period when the species of property
in question is taken from unwilling hands,
the damage, as far as particular interests are
concerned, will be apt to outweigh the be-
nefit.

The only interests that belong in strict-
ness to the present inquiry, are those which
are affected by the particular mode of opera-
tion employed by the proposed measure. The
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consideration of any such interests as would
equully be affected, whatever other mode were
employed, is foreign to the present case.

The particular interests on which it bears
are of course the several interests concerned
in the species of paper money already in cir-
culation. The parties in question are, there-
fore — 1. The Bank of England ; — 2. The
country banking-houses ; to which will be to
be added (although not concerned in the
emission of paper money, but on another ac-
count ;) — 3. The banking-houses of the me-
tropolis.

1. If the paper of the Bank of England
should be accepted by government in pay-
ment for annuity-note paper issued at the
annuity-note offices, on the footing of cash, as
it is at present at the other existing govern-
ment offices, the circulation of bank-notes
would not (it should seem) experience any
diminution from the proposed measure. 1t
might even receive assistance, since, in virtue
of the same properties by which bank paper
is rendered preferable to cash for all other
purposes, it will be no less so for this pur-

ose.

Should the public in general testify the
expected preference for annuily-note paper
as compared with cash, the Bank, by keeping
that paper as the stock in reserve to answer
calls for change for their own notes, might
keep somuch the less cash, and derive £2: 19s,
interest from a portion of their stock which
at present yields them none, But the protit
from the present state of things is simple and
certain: the result of the proposed measure,
as touching its effects upon the affairs of the
company, would appear wrapped in clouds.
The Bank, according to their intelligent cen-
sor, Mr. Allardyce,* have not been forward
to step out of the beaten track, where the
step has been ever o obvious, and increased
emolument ever so ceirtain a fruit of it: the
probability, therefore, seems to be, that the
plan of the proposed rival paper would not be
viewed from that superb edifice but with a
rival’s eye.

Should damage eventually eccrue to the
corporation, and should the case be regarded
as calling for compensation, the profit would
afford an ample fund, and the situation of the
party dammfied is such as would render it
easy to reserve compensation in a variety of
shapes. But to put the public to any expense
in rendering eny such compensation, would
be a departure from former practice. When
by threats of forced redemption government
has compelled the Bank to accept of a re-
duced rate of interest, and made a defalea-
tion to the amount of 25 per cent. upon the
greatest part of its income, compensation has

* Address to the Proprietors of the Bank,
1796.
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neither been granted by one party, nor de-
manded by the other.*

To government, whose own manufactory
of paper moneyt is of no less standing than
that of the bank, it will be difficult to say
why it should be forbidden to follow the ex-
ample of the bank, and cut down its paper
into as many smaller sizes as it found conve-
nient. To government, which for the benefit
of the community at large bas made no scru-
ple of restricting the dealings of other manu-
facturers of paper money, it would be strange,
if in the same view it were not allowable to
take its own course in the manufacture of
its own paper, in the management of its own

But the resource afforded by loans from the
bank (it may be asked,) shall government de-
prive wself of such a resource? The answer
is short and simple. The resource cannot be
taken away by the measure, till profits have
been produced to a greater amount than the
fee-simple of it. Bank paper need not —
would not begin to be withdrawn out of the
circulation, till the paper of the country banks
had been driven out of it altogether. But
before this would bave happened, a profit
would have been made by the sale of annuity-
note paper, more than equal to the usual ad-
vances made by the bank.

It is only in time of war that the resource
is of any value. The quantity of money in
the country will not be lessened at any rate
by the proposed measure : the great and only
danger i, lest it be increased too much. Upon
any emergency, the same quantity of money
would therefore be to be had, and always to
be had only through a channel perhaps dif-
ferent, and at a rate of interest possibly,
though not certainly, a httle higher. At the
worst, to set against the gain of the twenty,
thirty, or forty millions, two or three times
in the course of ten or twenty years, an ex-
tra expense to the amount of £50,000 or
£100,000, might be incurred. Upon these
occasions, & quantity of money might come to
be raised upon bills in the nature of exche-
quer bills, under powers previously and re-
gularly obtained from parliament, instead of
being raised by treasury bills without powers
from parliament.

The resource, such as it is, might or might
not be reduced ; but at the worst, would be
but reduced. Even now, profit by paper issued
is but a part of the profit of the bank.

2. Asto the country bankers, the effect of
the measure upon their interests appears by
no means clear, On the one hand, if the
quantity of cash in the country be not less-
eved by the proposed government paper,

* By the reduction of interest on gove:nment
annuities from 4 t0 3 per cent. in Mr. Pelham’s
tine, 1749 to 17505 23 Geo. 1L ch. 1 & 22

+ Exchequer biils.

CIRCULATING ANNUITIES.

[Cw. VIIL

the demand for banker’s serviee in keeping
that cash will not be lessened. Should the
proposed government paper come to be uni-
versally received in preference to cash, the
supply of cash kept by these banks for an-
swering drauglits may be made to assume that
form, yielding £2: 19s. per cent, while kept
at home, while an equal amount in cash is
sent abroad in the way of discount in ex-
change for bills, On the other hand, the mo-
ney which is now attracted to a country bank
by the nominal 3 per cent. or whatever inte-
rest it is that is paid for it at present will no
longer find its way thither, being turned aside
by the full £2:19s. a-year, with so many
other advantages that attend the proposed
paper in comparison with the paper of coun-
try bankers.

The loss, if there be any, to which this
species of trader would be thus exposed, is at
any rate among the slightest and least to be
regretted of any to which man is exposed by
the vicissitudes of trade. It is a mere cessa-
tion of gain, or rather of gain in this particu-
lar shape. A banker’s capital is all in money,
It is not with a banker as with a manufac-
turer: no loss by removal of stock, or by
forced sale in the lump, and thereby to a dis-
advantage, to avoid another greater loss. A
banker steps into his trade without trouble,
and goes out of 1t without loss.

In November 1792 (according to Mr. Chal-
mers,}) the number of country banke was
upwards of 400 before the month of March
1793 ; according to the evidence given on the
1st April 1797, to the Committee of the House
of Lords,| they had decreased to about 280:
on that same 1st of April 1797, according to
the same evidence, they did not exceed 230,
If, in consequence of the proposed measure,
the numbers of these banks should experience
a further reduction, or were to be swept away
altogether, the change is of a sort that threa-
tens not to be either preceded or followed by
distress. Failure cannot be among the con-
sequences. The banks will have had ample
warning, time for getting in their debts, and
contracting their issues. Of the issue of the
proposed paper, the progress, from the very
opening of it, will be known day by day, the
whole island over, to a penny.§ Mouths at
any rate, not to speak of years, will have in-
tervened between the first authentic mention
of the measure, and the establishment of it.

From withdrawing without failure — from
withdrawing, should it take place in conse-
quence of the advancement of the proposed
annuity-note paper — little damage would
ensue to the few Individuals particularly con-
cerned, and none to anybody else. From fai-

%+ Estimate, &c¢. edition1794. Dedication, p. lii.

{l By Mr. £llison, agent to the Association of
Countiy Banks. — Lords’ Repeort, p. 87,

& By Article 18, Chap. T.
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lure, as often as it happens, ruin ensues to
the individuals concerned, and much mischief
to the community at large. An entire substi-
tution of the proposed government paper to
the paper of country bankers, would prevent
the recurrence of this mischief, and that ruin.
1t is no light matter—out of the four hundred
and odd country banks above spoken of (ac-
cording toan account taken by Mr. Chalmers,)
a full fourth had failed:* of more recent fai-
lures I say nothing, having nobody to quote.

By expulsion from this branch of trade the
whole body of the trade would thus be se-
cured from failure. By the failure of a part,
though it were but a tenth part, more distress
would at any time be produced, reckoning
that of the trade alone, than by the expul-
sion of the whole.

3. For the banking-houses of the metro-
polis, there seems less cause of apprehension
than for the country banks. They bave no
paper for the government paper to annihilate.
True it is, that on the one hand many per-
sons who now keep their money at a baunker’s,
because, by keeping it themselves, they could
make no interest, would not keep their an-
nuity-note paper at the banker’s, if by keeping
it there they could make no interest on it,
while by keeping it at home they could make
£2:19s. per cent. of it. But the inducement
tokeep money at the banker’s does not consist
solely in the consideration of safe custody, but
in that and other advantages put together: in
the saving in point of time and trouble in re-
gard to the counting of money, and doubts and
disputes about the goodness of money offered,
together with the convenience of a man’s
having the account of his expenditure kept by
other hands. For these remaining conveni-
ences, some might be willing to waive their
claims to the small and unusual gain of 2d.
per £100 per day upon expenditure: others,
though unwilling to give up the whole, maybe
willing to give up some part of it; and in this
way a man might keep his annuity-note paper
at his bankers, as he does his cash, but upon
terms ; and the profit by interest on the pa-
per might thus come to be shared between
the owner of the paper and the keeper of it.
Capital sums, however, which now are in so
many instances suffered, through indolence,
and while waiting for a distant and undeter.
mined employment, to lie dead to the owner
at a banker’s, would not be quite so apt to lie
there, when in the shape of annuity notes
chey might be productive of interest to the
owner, without prejudice to such their des-
tination, and without any increase of trouble.

Here, then, we see two new sources of

rofit opened by the measure to the banking-
Eouses of the metropolis: — 1. Profit by in-
terest of annuity-note paper hept in reserve,
instead of cash to answer drafts; and 2. Profit

* Estimate, &c. 1b. 6
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by annuity.note paper kept for customers
upon terms. Suppose the quantity of cash in
the metrobolis to be undiminished by the
measure, the amount of the above profits will
even be neat. Will it remain undiminished ?
The affirmative seems highly probable.
Among the effects of the measure is one,
that toa certain degree cannot fail to increase
that quantity. The cash which now remains,
and would otherwise have remained in the
hands of the frugal poor—in unproductive
hands, being now poured into the hands of
the commissioners for the redemption of the
national debt in return for annuity-note paper,
will be restored to the circulation, and add to
the quantity put into the bands of bankers.

CHAPTER IX,
RISE OF PRICES — HOW TO OBVIATE.

1 HAVE already stated an extra rise of prices
as among the conceivable results of the pro-
posed measure. Taken by itself, it is evi-
dently an undesirable result: it is a tax on
income to the amount—a tax which comes out
of everybody’s pocket, and goes into nobody’s.
Being, with reference to the proposed men-
sure, an unfavourable result, Imay be believed
with the less difficulty when stating it as a
probable one.

Supposing the influz of the proposed paper
not to be followed, or rather kept pace with,
by an effluz of other money toan equal amount;
and supposing it too sudden to be productive
of an influx of vendible commodities, to an
amount worth regarding in this view, within
the assumed space of time ; the result pre-
sents itself as a demonstrable one. For the
price of the whole mass of vendible articles
taken together, sold within the year, is, in
other words, the same thing as the quantity
of money given or undertaken for in exchange
for them within that time ; so that the quan-
tity of those articles remaining the same, the
greater the quantity of the money is that has
been given for them, the higher has been the
price.

1t has already been observed, that it seems
impossible to say with any precision to bow
small or how great a length the emission of
the proposed paper may eventually be found
to extend previously to the arrival of stoek
3 per cents. at par: That, at some part or
other of that interval, a small quantity at
least can, however, scarcely fail to find accep-
tance ; and that a small quantity, a very few
millions for example, issued previously to the
conclusion of it, would be sufficient to operate
the conversion indicated, and thereby give
the forin of the proposed paper to the whole
of the remaining mass of annuities composing
the nationaldebt: That, slthough the quantity
of that specie of property will be continually
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and rapidly on the decrease, while the de-
mand for it will be as continually and rapidly
on the increase, it will nevertheless be diffi-
cult, if not impossible, to prescribe any de-
terminate limit to that portion of it which
in this way may come to have introduced
itself into the circulation, on the footing of
current money ; for the open issue will re-
main equally open to the customers for tem-
porary income (who, when they have kept it
as long as they can afford, will throw it into
the circulation) as to the customers for per-
manent income ; and it seems impossible to
say in what proportions, at any given time,
the quantity of annuity-note paper remaining
at that time, will find itself distributed be-
tween the two classes.

On these considerations, it will be matter
of prudence to be prepared for the several
possible cases and degrees in which it may
happen to constitute a clear addition to the
wass of money in cirenlation, to any such
amount as to be in a sensible degree produc-
tive of the apprehended inconvenience.

Of such preparation, the practical result
will be, to take such measurcs as shall be
effectual for the prevention —not of the rise
of prices, which is impossible — but of any
addition to that degree of rise, or rate of in-
crease, which would have taken place in the
natural course of things, independently of the
proposed measure.

If after having expelled of itself the whole
amount of paper money of other sorts, it were
to keep on increasing without expelling me-
tallic money to an amount equal to its own,
it would thenceforward, if not restrained, make
a proportionable addition to the quantity of
money of all sorts in circulation, and thence
to the prices of vendible commodities. In this
case, it would be necessary to apply the check
to the proposed paper itself, by limiting the
quantity that should be suffered to enter into
the composition of the mass of money in cir-
culation : for example, by stopping the issue
of all annuity notes below a certain magni-
tude; say, for instance, the £102: 8s. notes.
By an expedient thus simple (the requisite
poweis being given to the executive go-
vernment ab wniti0) the end might be ac-
vomnplished, in the possible event supposed.
without any fresh interference on the part of
the legislature. That the means thus pro-
posed would be adequate to the end, will
appear clear enough (it is supposed) from
what bas been said on this subject in a former
Chapter.*

That in proportion as the proposed paper
advanced in circulation, country bankers’ pa-
per and Bank of England paper would quietly
withdraw themselves, is a result that appears
inore probable than the contrary, according
to what has already been observed.t

* Chapter IV. Grounds, &c.
-+ Chapter VI11, Purticuler Inferesis. &c.
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Should it fail of taking place in the requi-
site degree of itself, it would require to be
pr(:lduced by means directed expressly to that
end.

The first of the two species of paper at-
tacked, would naturally be the paper of the
country banks. Collectively modern, indivi-
dually changeable, they have no such claims
on government as those which plead in favour
of the great incorporated bank.* Express pro-
hibition would not be necessary: by taxation
the same effect precisely might be produced—
by a simple extension of a tax already im-
posed for other purposes. By this means, if
necessary, about half the utmost possible
amount of the supposed redundant mass of
paper would be chased away.t

Secondly, and lastly, would come the paper
of the Bank of England. In this case, as in
the other, the same means would be sufficient
to the same end. Perhaps, however, in this
case, they would not be necessary. A simple
refusal on the part of government, to receive
at its own offices any other than its own
paper, might be adequate to the effect.}

1t may be asked —to what end throw the
whole burthen of the measure upon the two
particular classes in question, instead of let-
ting it spread over the community at Jarge in
the shape of a rise of prices?

My answer is— to reduce the amount and
pressure of it to its minimum. At an estimate
greater than any possible one, the former loss
would not be to the latter in so high a pro-
portion as that of interest to prinaipal. To
the banking class, it is not clear (as hath al-
ready been shown) that the loss would in
fact amount to anything. But put an extreme
case, and take it, in the instance of each indi-
vidual, at the utmost possible amount it could
rise to in the instance of any one. Call the
total amount of bank and bankers’ paper 25
millions,| and upon the whole of this paper
suppose a real profit of 5 per cent. annually
made. Upon a supposition in a variety of
points thus excessive, the total loss is but
£1,250,000 a-year. Call, on the other hand,
the total quantity of money of all kinds taken
together 75 millions; § —and suppose (ac-
coiding to the position brought to view at

* The case of the incorporated banks of Scot-
land does not appear to qiffer materiaily in this
respect from that of the incorporated and unin-
corporated country banks of England.

+ DBy the tax upon country bankers, govern-
ment has already taken to itself a share in the
profit on that paper. In so far as country bankers®
paper came to be extruded by the proposed go-
vernment paper, the profit by this tax would fall
of course to be deducted from the sum total of
profits promised by the proposed measure.

% In this case, nothing would be receivable at
the annuity-note offices but cash.

|| The estimated amount of bank and country
bankers’ paper in 1800.

§ The estimated amount of money of all hincs
1n 1800, nearly.
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the commencement of this chapter) that the
addition made to the prices of vendible com-
modities, taken together, is in the exact pro-
portion of the supposed sudden addition to the
mass of money; viz. as 25 to 7T5-—as 1to 3.
On this supposition, the rise of prices being
supposed equable, and therefore universal,
every income which did not receive a rateable
increase from the supposed sudden influx of
25 millions, would in effect be diminished
by a fourth—the whole income of a man so
circumstanced producing him no more than
three-fourths of the quantity of vendible com-
modities it produced to him before. Call, with
Dr. Becke, the annual income of the country
(including income from day labour without
stock) £217,000,000 — or for round numbers
£210,000,000 ; then will the annual burthen
on the country, by rise of prices on the non-
expulsion of the paper money in question, be
£70,000,000.* Per contra, the utmost pos-
sible annual loss to the bankers and bank
proprietors by the expulsion, not so much as
£1,250,000; the probable loss, scarcely so
much as the odd £250,000.

The amount of the loss would, it is true,
be made good in money, in a certain degree,
to every person whose circamstances enabled
him to make 1n money an addition to his in-
come equal to the degradation thus sustained
by it ; — for although the real value of the
total mass of money —its value in respect of
the quantity of vendible commodities it pur-
chases and conveys — is not gieater after the
supposed addition to the mass of money, yet
on the other hand, neither is it less., The
misfortune is, that although the pressure
fiom the defalcation would be felt in all its
force — and felt by all parties, indemnified as
well as unindemnified — the indemuity would
in comparison be scarcely perceived. The loss
by the rise of prices would be felt as so much
loss: —the gain by the share in that extra
influx of money by which the loss had heen
produced — this gain not being coupled and
set down per contra in the mind of the party,
and confronted with the loss, would present
itself in the shape of an independent gain,
unconnected with any such effect: —and by
an indisputable law of the sensible faculties
of man, sums and circumstances equal, the
enjoyment produced by gain is never equal to
the suffering produced by loss: if it were,
the main reason for affording protection to
property would cease.

That an increase in the quantity of real
wealth, i. e. of vendible commodities, has been
produced by an increase in the guantity of
nominal wealth — viz. current money, cash

* Upon the whole, then, the result is, that by
every £100 worth of paper issued by a banker,
he imposes a tax upon the community, and that
1o an amount prodigiously greater than that of
Lis own profit.
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and paper together—seems by no means clesar
of doubt. But what seems not exposed to
doubt is, that the quantum of such addition,
if real, accruing in the compass of a year,
cannot amount to more than the produce of
the fresh quantity of unemployed capacity for
labour brought into employment by the ap-
plication of a proportionable quantity of the
supposed fresh influx of money over and above
that which would have been brought into em-
ployment: — so that if at the commencement
of the year all hands capable of employment
were full of employment, and so would have
continued during the whole course of it, no
addition could in the course of that time be
made to the quantity of real wealth or ven-
dible corhmodities by the influx of the money
in question, howsoever copious. But whatever
quantity of money being introduced into the
circulation has not the effect of producing a
correspondent quantity of vendible commodi-
ties, cannot but have the effect of producing
a correspondent degradation in the value of
the existing mass of money intowhich it flows,
thereby producing, what is in truth no more
than the same effect expressed in other words,
a correspondent rise of prices.}

CHAPTER X.

REDUCTION OF INTEREST — PROPOSED MODE
COMPARED WITH MR. PELHAM’S.

Repuction of Interest is a declared object
with Parliament : — the only question is as
to the mode.

To exhitat the comparative eligibility as
between the two plans — (the one here pro-

+ For example, let £6,000,000 be the quantity
of extra influx money introduced into the circu-
lation in the course of the year; —let the quan-
tity of extra labour produced by this extra influx
be equal to full employment for 100,000 fresh
hands : the allowance would be perhaps sufficient
as applied to the whole amount of fresh labour
produced within the year by all causes, the ex~
isting quantity of money, and the supposed extra

uantity taken together: — applied, therefore, to
the latter alone, it will be excessive, Itis nota
matter of necessity that any addition at all to the
mass of vendible commodities shall have been
produced by the extra influx of money, since a
particular application of the existing quantity of
money in the country, without any accession to
it whatsoever, is altogether adequate to the pro.
ducing the utmost possible degree of accumula.
tion. (But for illustration’s sake, the su
state of things msltf serve as well as if it were
more correct,) Call the average value of the pro.
duce of the labour of these 100,000 fresh hands
12s. a~week for each.: thia in round numbers will
be £3,000,000 a-year. £3,000,000, then, is the
quantity of extra influx money remaining, the effi-
ciency of which is spent altogether in egrwd;:g
the value of the mass into which it flows,
producing the correspondent rise in the price of
vendible commodities,
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posed for the future, and the one pursued in
time past by Mr. Pelham) — I shall consider
them together under the several heads of
expense — celerity of operation — previous as-
surance of success — and gentleness of opera-
tion: —not forgetting, with respect to Mr,
Pelham’s, the possibility of applying it at the
present time to the immensely increased mass
of debt.

1. As to Erpense — viz. as compared with
profit. — In Mr. Pelham’s time, the profit
consisted in reducing to 3 per cents. the whole
amount of the then existing quantity of 4
per cents.; that is, reducing the quantum
of interest paid on the nominal capital of
£57,703,475, from sbout £2,308,136 to
about £1,731,102.

‘When the operation was first mentioned by
him in parliament, it was a sign that then at
least the state of the money market was ripe
for it; otherwise he could not have ob-
tained the requisite assurance of the money
for paying off in case of refractormess: —
how much longer it might bave already been
ripe, it would be in vain to attempt to cal-
culate. This being assumed, whatever re-
spite he allowed — whether as to the whole
or as to a part of the interest proposed to be
struck off — is to be considered asa price, or
bonus, which under the plan proposed it was
looked upoun as advisable in point of prudence
to allow to the stockholders, in order to pur-
chase their acquiescence, and insure the plan
against the hazard of failure. 1 say, to pru-
dence ; for as to sympathy for the sufferings
of the individuals damnified, the professedly
vindictivemeasurespursuedafterwards against
the repugnants are a sufficient proof that no
such motive was consultedinthe arrangements
of the terms.

1. A year’s interest was allowed in the first
plan without reduction ; —i. e. the amount
of the one per cent. that wasto be afterwards
struck off by the reduction, £577,034, was
allowed for the first year.*

2. Half of the one per cent. ultimately
struck off was allowed for seven years more.
This for one year was £288,517 ; — for the

* This, it may be thought, should not be con-
sidered as constituting part of the bonus, inas-
much as in some of the acts, and probably in all
the acts prior to that date, it will be found thata
year's notice previous to redemption was among
the stipulated terms. On the other hand, if in-
stead of waiting for meditations and negotiations,
and observations to be taken of the times, a plan
had been adopted in the first instance, such as
{like the proposed plan) would have given the
public the benefit of the reduction from the in-
stant that the rise in the rate of interest in gene-
ral, and of money in the funds in particular, had
rendered the commencement of it practicable, the
probability seems to be, that the extra interest,
not only of the year in question, but of one or
more preceding years, might have been saved.
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seven years £2,019,619. Adding the one
per cent, for the first year, makes the total
price paid for consent, £2596,653; —de-
ducting £426,980 discount for the several
years 10 come, leaves the amount of the
money paid for the £577,034 a-year thus
saved, £2,169,673.

This £2,169,673 (thus paid for consent to
the reduction) amounts to a little more
than 1-27th of the amount of the capital of
£57.703,475, upon which the reduction of
the 4 per cent. to 3 per cent. was thus ef-
fected : a little less than £2,308,136, which
would be the exact amount of four year’s pur-
chase of the perpetual annuity thus struck
off. Such, then, was the price that on Mr.
Pelham’s plan was given for a consent, which
upon the proposed plan would be obtained
gratis,

On the proposed plan, the quantum of in-
terest that would be struck off by the first
reduction (meaning the reduction effectedn
the course of the two first periods, by con.
version of 4 and 5 and 3 per cents. into
capitals bearing £2: 19s. per cent.) by means
of the paper of the first issue, would be
£1,212,608.

That, upon any proposed reduction to be
effected at this time of day, the same terms
precisely should be offerzd as were offered at
that time of day, would, under the vast dif-
ference of circumstances, be a supposition
altogether untenable; but as it would be a
fruitless attempt to determine what would
be the terms now offered, the only terms on
which any argument can be grounded are the
above.}

On that supposition, the price to be paid
for a consent to the striking off a mass of
permanent annuities to the above amount of
£1,212,608 a-year, would be alittle less than
four times that sum: it would be £4,559,458:
exactly four times would be £4,850,432.1

3. A sacrifice which may be added to the
expense attending the reduction of interest,
as above, is — that of going on with the re-
demption of the principal of the debt. By Mr.
Pelham’s plan, this latter mode of liberation
was givenup: even in point of right, for eight
years — and in intention, perhaps for ever.
Since the establishment of the existing sink-
ing funds, it could not now be given up upon
any terms; and supposing it possible, and
deemed eligible, to adopt the principle of
Mr. Pelham’s reduction plan to a certain ex-
tent, it could not be adopted without such
modifications as would be necessary to render
it compatible with the institution of those
redemption funds.

On the proposed plan, reduction of inte~
rest and redemption of principal afford assist-

+ Written 1800,
+ As £577,034 15 10.£2,169,673, s0is £1,212,608
1o £4,559,458,
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ance to each other: reduction to redemption,
by the supplies it poursinto the fund ; — re-
demption to reduction, by the sums which,
by expelling them out of the old annuities, it
drives into the new.

4. Another sacrifice that would be to be
made upon Mr. Pelbam’s plan was — of the
eventual advantage of ulterior reductions; —
the very right given up for eight years as be-
fore — and for any subsequent period, no foun-
dation laid, nor prospect opened, for anything
that appears.

On the proposed plan, issue follows issue
-—reduction, reduction — as wave follows

wave, — execution treading without respite.

upon the heels of possibility, What space of
time each reduction would occupy, is scarcely
open to conjecture : — thus much is certain,
that there is not a moment’s interval be-
tween the completion of one reduction and
the commencement of the next.

I1. Celerity of Operation constitutes a head
of comparison different in name, but in effect
carried to account already, under the head of
Ezxpense. A given sum is worth the less, as
the time for receiving it is more distant.
Acceleration is profit — retardetion, loss.

111 Previous Assurance of Success.

That Mr. Pelham’s plan was practicable,
was proved by the event. But for a long
tume it was likely to have failed: and had it
failed, it would have failed in toto; since, if
the reduction had not been submitted to in
respect of nearly the whole mass, it could not
have taken place as to any part. Had not the
quantity of uninscribed stock (about 3} mil-
lions) been small enough to adwit of its being
paid off, the submission, testified in respect
of the subscribed stock, could hardly bave
been accepted : nor could the plan have taken
place in any degree, without a joint and si-
multaneous operation on the part of one or
other of two numerous sets of parties — viz.
the stock holders, who were called upon to
submit to the reduction— or the monied men,
from whom, as far as the expected submission
failed of taking place, the money was to come
for paying off the repugnants.

But though practicable then, in respect of
the 57 or 58 millions in question then, it does
not follow that it would be practicable now,
in regard to the amount of debt now in ques-
tion, not even although stocks should arrive
at par.

In regard to reduction on the proposed
plan, success is, as we have seen, independent
of contingencies. In each year—month—day,
the process will go on to the utmost extent
consistent with the state of the money mar-
ket at that time. By the proposed subscrip-
tion plan— by the consequent competition
for respite from further deductions—the first
reduction might be rendered in a manner in-
stantaneous; and a very short space of time
would be sufficient for the accomplishment
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of it, even without any such aid. The 5 or
6 millions (which would by that time be the
amount of a year’s produce of the sinking
fund,) callit 5 millions—this vibrating with-
out ceasing between the stock market and
the annuity-note market, would be sufficient
to dispatch the reduction, and with prodi-
gious rapidity, although the subscription plan
were untried, or tried without effect. In the
machinery thus put in motion, no part is
liable to stop of itself for want of the assist-
ance of any other —and as it is at the be-
ginning, so is it at the end.

During the first issue, every note then
issued pays off by the money it produces, and
thus, converts into note annuities, a corre-
sponding portion of stock annnities, During
the second issue, every note then issued con-
vertsin the same way, into paper bearing the
reduced rate of interest of that second issue,
a correspondent portion of the paper of the
first issue : —and a single note thus taken
out in the way of issue, would bring about
the reduction upon that portion of capital,
and in a determinable time even upon the
whole capital, although not another note were
ever to be issued on the same terms.

Once put in motion, the machine keeps
going of itself, without any fresh winding up,
s0 long as there remains a particle of the debt
for it to act uponand cut down :—nothingisleft
to depend on circumstances of the moment—
nothing on the humours of individuals ; — no
interval between reduction and reduction —
nopausing, deliberating, negotiating, debating,
fumbling : — nor yet is the process exposed
to the charge of precipitation or excess, —
government having it in its power to stop or
retard the operation at any time, by stopping
or retarding the influx of the primum mobile
from the sinking fund.”

1V. Lastly, as to Gentl of Operat
Of Mr. Pelham’s plan, it is upon record that
it experienced much opposition, and created
much dissatisfaction. 1t was in the nature of
it so to do. It brought forward the minister
in an obnoxious attitude, calling upon men to

* This being so perfectly opposition-proof, isa
feature by whﬁ:h he propgsegme of reduction
stands distinguished in a very striking point of
view from every other. Though this consequence
of the proposed conversion were ever 80 clearly
foreseen, by those who, either from factious mo-
tives, or on the honest ground of al motives,
were disposed to thwart it, though it were even
expressly announced by government {aa indeed
virtually it could not but be,) it would not be in
the p(_)Wﬂ'B evex} of cont;pirscy 80 m&xlch us t:)mxg

e it. refusing the , each conspirato
mMmakZ:comp]gewan%ae;";minmiﬁceofhu
own personal advantage, without the smallest
chance of affording any sensible help to the com-
mon object of the conspiracy. Limitation only,
not prevention — limitation to a degree altogether
without effect—would be the utmost e re-
sult of the most unanimous and most persevering
opposition on this ground,
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submit to a loss to the amount of a perpetual
tax of 25 per cent. upon income, subject only
to an abatement to the amount of about four
{:ara' purchase, on the condition of their

nding their hands to a sacrifice of which
they were the sole victims.

Accordingly, though on the ground of jus-
tice nothing could be more unimpeachable,
ill-humour on one side appears to have begot
ill-humour on the other — on the part of the
authors of the suffering, as well as on the
part of the sufferers themselves. On those
who stood out at first, harder terms were
afterwards imposed ; and, to judge from the
debates, the professed motive wasnot merely
economy but vengeance.*

By the proposed plan, no such invidious
task is put into the hands of any one. Before
anything of hardship shows itself (at least
to the great class of individuals here in ques-
tion — the stockholders,) the measure will
have been known — known for years as a
measure of universal accommodation. Every
man’s money will have been breeding money
in his pocket — every man who has sold out,
will have sold to an advantage. When hard-
ship comes at last, it will be at the end of a
long chain of causes and effects, the first link
of which has been removed by time, almost
out of the reach of observation. The imme-
diate cause, beingeverybody’s act, is nobody’s.
No new act —none at least that carries any-
thing of compulsion on the face of it, is re.
quired at this (or indeed at any time) on the
part of government.

On Mr. Pelham’s plan, everything turning
upon subscription, a man knew not but that
he was subscribing to his own loss. On the
proposed plan, the loss takes place at any
rate, and the effect of a subscription is all
gain to him. The quantity of this gain de-
pends upon his own exertions ; and the bustle
of competition serves to call off his mind from
the suffering which is to come.

CHAPTER XL
MORAL ADVANTAGES.

To the head of moral advantages may be re-
ferred two very distinct results: — prevention
of improbity, and promotion of frugality : pre-
vention of improbity, by furnishing (as we
shall see) a new means or instrument of pre-
vention ; promotion of frugality, by the offer
of a new species of property, which, by an-
nexing an unprecedented remuneration to the
exercise of that virtue, operates at once as an
incentive and as a means.

1. As to prevention of improbity. The class

* In the case of the second set of subscribers,
two years were struck off from the half per cent.
for seven years that had been allowzd to the first
set. First act, 23 Geo. IL ¢. 1. Second act, 23
Geo. IL c 22.
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of persons in whose instance it may operate
to this effect, consists of trustees of every
description, to whom it belongs to receive
money on account of their principals —erecu-
tors and administrators, guardians, stewards
and receivers, assignees of bankrupts, prize-
agents, factors, and the like.

To cause trust-monies, as often as a suit-
able case presents itself, to be laid out in the
purchase of government annuities for the
benefit of the principals, is, in the court of
Chancery, matter of long-established prac-
tice — a practice which, by an act of very
recent date, has received express support
from parliament. The credit of the proposed
new government annuities having been pre~
viously established by sufficient experience,
let a similar investment of all trust-monies,
as they come in, be rendered a matter of ge-
neral obligation by an act of the legislature.
A trust-receipt book to be kept with a trust-
till. Inthe book, an entry to be made of each
sum received, with the day on which it was
received; the statement of the day to be in-
dispensable. The money, if not received in
the shape of annuity notes, to be sent to the
office on that day or the next, to be changed
into annuity notes ; the notes received to be
entered by their numbers; if the day be not
entered, the first day of the year to be pre-
sumed, for the purpose of charging the trus-
tee with the interest. The trust-paper, as
received, to be deposited in the trust-t:/l, to
save it from being confounded with money of
his own. This not to prevent the disposal of
the amount to superior advantage (. e. at a
higher rate of interest than what is afforded
by ennuity notes) in as far as the nature of
the trust admits of it.}

What is thus proposed to be rendered ob-
ligatory for the benefit of the principal, is no
more than what a careful trustee would do
spontaneously, either for the benefit of the
principal or for his own, according to the tex-
ture of his conscience. Should a precaution
thus simple and unexceptionable be neglect-
ed, the institution of annuity notes will be
but too apt to operate as a premium for vice
as well as virtue—a premium for improbity in
the one situation, as well as for frugality in
the other.

+ Since the above was written, a passage has
been discovered in Pinto, whereby it appears
that at the date of his book (1771) a law to this
effect existed in Holland, in respect of the inte.
rest-bearing of that country, termed o0bli~
gations. [ De Circulation, et du Credit, p. 81.]
There is a great deal of good and a great deal of
evil (he says) in the ef:fecttils of tolais l?_w: b;xt the
good appears to consist in the mode of employing
the m(}:wy as above—the evil, in the hands in
which the management is reposed, or in some
other such collateral circumstance as the forced
sale of property, in whatever other shape it may
be in, besides money, for the purpose of con
verting it into this.
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I1. Lastly, as to promotior of frugality. We
have seen the peculiar advantages which the
proposed new species of property holds out
to the acquirer. Within a trifling and un-
avoidable fraction, 2d. a-day: £3 for every
£100 by the year—not for risk of lending, but
for mere self-denial in not spending. Income,
receivable without ezpense, and without
stirring from his home, No attendance, no
agency fees, no brokerage fees, no stamp-duty,
either on purchase or on sale. No loss, on
either occasion, by fluctuation of price. Not
a day without its profit — profit by keeping,
for the minutest as well as for the largest
portions of time: conveyance obtainable for
it by the post in the minutest portions as well
as to the most distant parts of the island.
Security afforded by division against misad-
ventures of all sorts — against accidents and
against crimes — in the house or on the road
— by fire, water, or forgetfulness—from theft,
robbery, burglary, or breach of trust. Com-
pound interest brought within the reach of
indwiduals for the first time.

In proportion to the degree in which it
presents these several accommodations, in
that same proportion does it act as an incen-
tive to frugality : ——in all classes in a certain
degree, and in as far as current expenditure
is concerned ; but in a more especial degree,
in those humble, and at the same time most
rumerous walks of life, in which it is of most
importance to prudence, probity, and hap-
piness.*

In the existing state of the money-market,
the hoards of the opulent are prolific and

. ality, itself a virtue, is an quziliary to
all thero?iler virtues: to none more than to ge-
nerosity, to which, by the unthinking, it is so
apt to be regarded as an adversary. ~The sacri-
Jice of the present to the future, 18 the common
basis of all the virtues : frugality is among the
most difficult and persevering exemplifications of
that sacrifice. Importantin all classes, it is more

i ly so in those which aboumi in uncul-
tivated minds. In these, to promote frugality is
to promote sobriety: to curb that :ﬁing vice
which in peaceful times outstxips ail other moral
causes of unhappiness put er. In the pro-
spects opened by frugality, the wife and children
have a principal share : they derive nothing but
vexation and distress from the money spent at
the gin-shop or the ale-house. Compared with
the prodigal, the hardest of misers is a man of
virtue.

In the * Outline of a plan of provision for
the poor,” as printed in Yo‘:f:g’a Annals of Agri.
culture,» among the collateral uses there men.
tioned as derivable from the system of industry-
houses there pro , is that'of their affording,
each of them to 1ts neighbourhood, a dank, for
the reception and improvement of the produce of
frugality on a small scale, under the name of a
Jrugality bank. In the plan that was handed

» See that work as reprinted in the present col-
ection.
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accumulating : the hoards of the poor alone
are dead and unproductive. By the proposed
measure, the condition of the poer in this
respect would be raised to a level —in the
first instance not much below, and in process
of time (as the price of stock annuities rose,
and the rate of interest obtainable by the
purchase of them diminished) alfogether upon
a par with, the condition of the rich.

A result not to be viewed without regret
is, that in every period after the second, and
in proportion as the rate of interest afforded
by government annuities comes to be reduced,
the encouragement thus given to frugality
will thus be reduced likewise : for though,
after the reduction, the remainder will be
gain, as compared with the present period,
yet the difference will be loss, in comparison
of the period then last in experience. But
in the meantime, the condition of the poor
in this respect will, at any rate, have been
raised to a level with that of the rich, and
will so continue. The habit of frugality will
have taken root, and having so done, may
derive strength, rather than weakness, from
the increased exertions it will be called upon
to make.

CHAPTER XII
CONSTITUTIONAL ADVANTAGES.

AmoNG the effects resulting from the national
debt in the early stages of its existence, was
the security it afforded to the old established
constitution, by engaging the purses and af-
Jections of the monied interest in the service
and support of the new-established govern-
ment. ZThat was the great-monied interest.
In other points of view, the institution of that
debt has found many disapprovers: in this it
has found none — among those, at least, by
whom the existing constitution is regarded
as fit to be preserved. The advantage result-
ing from the transmutation of that debt into
the proposed form would be — the security to
the constitution and government now grown
into one, arising from its engaging the sup-
port of what may be called the lLittle-monied
interest by the same powerful tie.

about of the then proposed Globe Insurance
Company,since established by act of Parhament,
amony the uses mentioned as proposed to be made
of the stock of such company, is that of carrying
on the business of such a frugality bank, with a
reference to the suggestions given in the above

%ere the proposed annuity-note r to be
emitted, *“ Every poor man might be his own
banker:" every poor man mi my throwing his
litde 1}!)0&!’&! into this shﬁpe, wake banker’s pro-
fit of his own money. Every country cottage ...
every little town tenement — inight, with this
degree of profit, and with a degree of security till
now unknown, be a frugality bank.
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The body politic, not less than the body
natural, is subject to its constitutional dis-
eases, Tyranny was the grand disease in pro-
spect then: anarchy now. The danger then
was, from & single person in respect of the
sentiments of submission pointed to that per-
son, and earried to excess: the danger now
is from the great multitude — in respect of
the disposition to unruliness which has been,
and continues to be propagated with but too
mauch success among the lower orders—among
those (let it never be out of mind) of whom
13 composed the vast majority of the people.

If the name of great-momied interest, em-
ployed above for distinction’s sake, be well
applied, it is with reference to money, and by
reason of the greatness of the shares. but
with reference to men, meaning multitude of
men — and even with reference to money, if
the magpitude of the total be the object of
consideration — it is the ltle-monied interest
that should be termed great.

As the disease changes its form, so should
the remedy. Stock, in its large doses, served
for the disorder of that time: paper, in its
small doses, is the specific for the present.*

Admirable are the remedies that have
already been applied : admirable, not more
for their efficiency than for their gentleness.
There remains this one—and perhaps another
that might be named—remedies, not less effi-
cient, and still more gentle,

Turning to Ireland, the demand for the
remedy will be found the same in kind, but
much more argent in degree : the proportion
of petty togreat money-holders much greater:
the bias to turbulence and anarchy (not to
spesk of idleness and drunkenness) beyond
comparison more prone.}

Turn, lastly, to British India: — What a
sheet-anchor to British dominion — to the
mildest, the most upright, the steadiest of
all governments — if by insensible and volun-
tary steps the population of that remote, most
expanded, and most expansive branch of the
British empire, should be led to repose the
bulk of their fortunes and their hopes on a
paper bearing the image and superscription
of a British governor! What a reduction in
the rate of inferest paid there by government!
—what a remedy to the risks and embarrass-
ments attendant on the interchange of so

of thisnature is capable of appl&mg to estab
order, turn to France and see the support itlends
to subversion : the affections of the people ebb-
ing fast into the old channe‘}a;nll)ut the reva{]ution
in property operating as a ier against the re-
turn of ancient monarchy, and as agsxleet-anchor
to the name of a commonwealth.

+ Irish debentures — price and value not less
than £100 — paper or parchment instruments as
much out of the reach of the body of the people
as exchequer bills — have to this purpose as little
application 8 so much stock,

* To judge of the steadiment which an ellilﬂng
e
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many debaseable and incommensurable modi-
fications of metallic currency!—what an aug-
mentation to the general mass of currency,
capital, and wealth!

But all these are trifles in comparison with
the additional pledge of popular attachment,
and the increased assurance of internal peace.
From the Zemindar to the Ryot, every Hin-
doo, every Mussulman, who possessed this
money — every individual, in a word, who
possessed money — might thus, by his own
money, and to a great part of the amount of
his own money -— might thus, and without
impeachment of probity — be converted into
a pensioner of the British government.} For
a premium equal to the interest the paper
yields, he would be underwriting — perpe-
tually underwriting his allegiance to the a-
mount of the principal.

CHAPTER XIIL
RECAPITULATION AND CONCLUSION,

Uron the whole, the proposed measure, it
is believed, will be found to promise, with
some degree of assurance, the following con-
nected, but perfectly distinct advantages: —

1. Advantage of financial profit, by con-

% Though the debt is in loose paper, it 1s in
large paper, and 1n that respect on a footing with
stock. There seems therefore no bar to the intro-
duction of the proposed plan, unless it be from
local circumstances, such as without particular
investigation and opportunities it lies not in a
man’s way to be informed of.

Who can say but that the circulation of this
paper might come to extend itself even beyond
the sphere of British dominion ? — the value of
this paper in exchange having been once esta-
blished and certified by experience.

“ Narrainee is a base silver coin struck
Cooch Bahar, of the value of about tenpence, or
one-third of a sicca rupee. The commediousness
of this small prece, the profits the le of
Bootan derive from their commerce with Cooch
Bahar, and some local prejudices against the esta-
blishment of a mint, have given the parrainee m
these regions, as well as in those where it is struck,
a common currency, though both countries are
perfectly independent of each other, and totally
different in their language and manner.”— Tur-
ner's Thibet, 1800, 4to, p. 143.

The seal or other mark of the East-India Com-
Fany on their packages (I remember hearing once
rom authority that appeared unquestionab) ez is
received 1 China at vast distances from the
tories, as satisfactory evidence of the quantities
and qualities of the contents, to the value perhaps
of some hundreds of pounds. Is it a supposition
alwiether chimerical, that a similar confidence
might be brought in process of time to extend
itself to the exchangeable value of a piece of pa-
per, value a few pounds or a few shillings ? In
Africa, in more places than one, Park (as he tells
us) made a paper money out of the Lord’s
Prayer. Might not commercial experience give
at length a value which was thus given by mere
superstition without experience ?
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tributing in so many various, and to sach
considerable amounts, to the redemption of
the principal of the national debt, as well as
to the reduction of the rate of interest -
and by affording an instrument more advan-
tageous than any other for the application to
that end of such means as are or may be pro-
vided from other sources.

2. Moral advantages, by the encourage-
ment of frugality, and thence of temperance,
among the inferior and most numerous ranks
of the community.

3. Constitutional advantages, by constitu-
ting an additional bond of connexion with the
government, and thence affording an addi-
tional safeguard to internal tranquillity.

4. Politico-economical advantage, by addi-
tion made to the mass of national productive
capital, and thence to the mass of growing
wealth.

Each of the above four masses of advantage
appears sufficient to warrant an experiment.
even should it be attended with some 11sk.
Shall they not all of them together be deemed
sufficient to give birth to an experiment alto-
gether free from risk ?

Few measures have ever been brought to
view pregnant with such high advantages —
none in which, in case of success, the degree
of success has been beforehand so precisely
ascertainable — none in which the deviation
from the path of safety, as marked out by
experience, is so slight and 1mperceptible.

Were the proposal expressed in these words
— < Make your exchequer bills for small
sums,”* — this, though not completely nor

* Supposing the general glam of the proposed
annuity-note currency to be discarded, an advan-
tage upon a smaller scale might still be derivable
from it, by applying some of the features of it to
the improvement of the existing species of go-
vernment currency called an exchequer bill, in
such manner as to cause it to be accepted of ata
lower rate of interest than it would otherwise be,

1. It might be made out for much smaller
sums, say £10 or £5 ; that is to say, a part of the
whole mass might be broken down with a view
to general circulation — a competent portion be-
ing reserved in thcea{)resent large sums for opera-
sions on a large scale.

2. It might be furnished with the proposed
sids to computation, by proper tables printed on
the front or back of it. =

8. It might be made to receive those facilities
for general circulation, which depend upon the
physical qualities of the paper — viz. upon the
size, form, texture, and thinness, &c., which are
possessed by the notes which compose the cur-
rency of the Bank of England.

4. It might be invested with all the new secu-
rities against forgery which are here ed,

5. Markets for the purchase of it might be

ed all over the country, by the simple expe-
dient of remitting it, in such quantities and pro-
portions as should be deemed advisable, to the
several local offices already in the pay of govern-
ment: —for example, ces— stamp-offices
— excise-offices — custom-house offices.
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correctly expressive of the measure, would
express all the irnovation of it.

This suggestion is made solely for the pu
of illustration. Com with the ge-
neral plan, the sacrifice made by thus confining
the application of it, would be a sacrifice without
an object. Limited as it is in respect of its total
amount — limited as it is in respect of the dura-
tion of the annuity conveyed by 1t, the exchequer-
bill currency is radically incapable of meeting
the demand of the two classes of {)etty hoarders;
and thus a sroportionable art of the accommo-
dation afforded to individuals would be lost. The
utmost it could do, wonld be the going a small
part of the way towards meeting the demand for
temporary interest on the part of the other great
class — possessors of temporary sums — customers
for flying annuities : — and even to this portion
of the demand, it would become less and less
suitable, as the time when the annuity would
cease, and the trouble of carrying in the bill for
payment, and receiving the redemption money for
1t, approached.

The supposed modification and improvement
of the exchequer-bill currency would be produc-
tive of but a part, and that a very small part, of
the advantages held out by the institution of the
proposed annuity-note currency. But by the in.
stitution of the proposed annuity.note currency,
the advantages thus derivable from the supposed
mmprovementof theexchequer-bill currency would
be obtained in their full extent — obtained in the
way of collateral result, and without any distinct
meXsuree dnl'et:tcsdu()i th;i;nd. "

t an ear od of the exchequer curren
bills were iss{xel:le?or sums as low?; £10, or ev?l:
£5, How it should have happened that the prac.
tice of issuing such small notes should have
ceased, and the minimum note be raised to and
invariably fixed at its present pitch of £100, is
not difficuit to conceive. The torm of the secu-
rity would naturally be adapted to the conveni-
ence of the lenders, more especially as the lenders
were individuals acting on their own account, and
the borrowers statesmen acting without any per.
sonal interest for the publicat large. The lenders
on this security have been, on the one part, and
that the principal part, the immensely opulent
company the Bank of England ;... on the other
part, the small but prodigiously opulent circle of
monied men, known to each other, and meeting
one another continually at or in the neighbour.
hood of the Exchange. £100 was a magnitude
quite small enough for persons of this class. The
taculty of employing in the same way a smaller
sum, suppose £50, would have been of no use to
them 3 ... even £100is not so much as they would
each be under the neceusigeof keeping by them,
or at their bankers, for purpose of current
expenses, and payments op a small scale, Bills
of less magnitude would thus be attended with
no advantage, and they would be attended with
the disadvantage of making a
addition to the trouble of computation. Another
relative disadvantage, and a much more conside.
rable one, is, that the effect of small bills — £10
and £5 bills for example .~ would be to open the
market to 8 greater number of customers ; thence
to increase the competition for the article, and
to raise the price; — in other words, to lower the
rate of interest upon dﬁ:ﬁpﬂ’ aud thence di-
minish tha profit to be made by purchasing it.

Whether government were aware of this at the
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The only feature in the proposed plan,
which, separately taken, can be called new,
is, the bringing into the market portions of
government currency less than heretofore —
portions less than have been issued by go-
vernment in this country, but not less than
than what have been issued by governments
in other countries, and in this country by in-
dividuals,

The other leading features are collected
altogether from established institutions. The
annuity engaged for is perpetual, but redeem-
able — the paper containing the evidence of
its sale by government, light and transferable
— the produce of the sale appropriated to the
extinction of the national debt.

If the experiment be tried, the earlier the
success the greater ; — but sooner or later,
and to a certain extent, success is infallible,
zlmd even failure would be unattended with

088,

APPENDIX A,

Government ought to have the MoNoroLY of
Paper MoNEY, as well as of METALLIC
MonNEy.

Banx Notes, though bearing no interest, cir-
culate at par. Even private notes — the notes
of country bankers, do the same : — Govern-
ment paper not without interest, and even
when carrying interest, not at a corresponding
premium.

To what causes are we to attribute a con-
trast thus striking, and so much fo the
disadvantage of government? Is the disad-
vantuge remediable, or irremediable ? If re-
mediable, are there any efficient reasons
against employing a remedy? If a remedy
can be found, is it not an event to be wished
for upon the whole? Instead of bearing a
share comparatively so minute as that which
government bears 1n the business of issuing
paper currency, and that upon terms com-

time, is a point which at this timeof day it might
haps be difficult to ascertain. They might see
it, but not be able to “?roﬁt by it. If in times
such as those of King William and Queen Anne,
the connected circle of London monied men con-
curred in insisting npon large sums in preference
to small sums, it would have been difficult for
the government to vesist: — ed by the exi-
gencies of the moment, it might have been ha-
zardous, and perhaps impracticable, to wait for
the success of an experiment upon the more ex-
tended scale. Asto the monied men, some would
be aware of this, othexs not:— witness the Bank,
who, guided (it should aeem? rather by habit than
reflection, forbore for such a length of time to give
that extension to the circle of customers for geu
paper, which, when given at last, relieved them
trom their embarrassments, and seems to have
proved that the scarcity which had uced their
embarrassments might as properly be called a
scarcity of small notes, 88 a scarcity of cash.

PAPER MONEY MONOPOLY.
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paratively so disadvantageous, ought it not
rather to possess the whole ? — is it not to be
wished that it did possess the whole? How
stand these questions with reference to general
constitutional principles ? — how stand they
upon the footing of particular expediency —
of expediency with reference to the eireum-
stances of the particular case in question,
independently of the general expediency of
adhering to constitutional principles? If ob-
tainable and desirable, by what means can
such an extension of the government currency
be attempted with the greatest prospect of
advantage and success? Of what nature are
the advantages to be derived from it, and to
what length are they capable of being carried ?

The advantage is the first object in the
order of importance. Whatever may be the
present amount of paper circulating without
interest,—upon the supposition that govern-
ment possessed the monopoly of the issue of
such paper, the saving of the interest upon
such amount, whatever be the current rate
of interest, would be the advantage accruing
from such monopoly.

If, then, the whole of this advantage, or
any part of it, could be gained, would there
be any harm in gaining it ? Let us open, in
the first place, the great book of the consti-
tution. To be the same in principle at all
times, constitutional laws must vary as the
times, and adapt themselves to the times,

Among the most unquestioned, innocent,
and unobjectionable prerogatives of the crown,
acting in this as in all other instances under
the controul of parliament, is the monopoly
of the coinage.” When there was no currency

* This branch of the prerogative, like most
others, had its origin in ?orce, with little or no
regard to public utility ; the king took it, not
from any view of the general advantage the na-
tion would reap from his taking it, but because
he found his private advantage in taking it
But the utility of the institution is not the less
real ; — the advantage is not less really among
its effects, though it were not the final cause of
the institution. It has at times in this country

and larly in several other countries, produs

a profit to government; but its constant ob{ect
has been the guarding individuals against loss
by fraud from the substitution of coin of inferior
value to that indicated by the exterior appearance
of the pieces.

The monopoly of the metal coinage, it is to be
observed, is confined to the fabrication of such
coin as shall be legal tender; i. e. as a creditor
shall be obliged to receive in satisfaction of his
debt : — for as to the fabrication of medals of the
same intrinsic value, or g to be of the
same intrinsic value, there is nothing against it
in law, o long as the impression upon them is
not an imitation of the wm made on govern-
ment account. The monopo!& consists in the
taking the coin_fabricated on the king's account
for the sole subject of that part of the law of con-
tracts which prescribes what acts shall amount to
the payment of a debt.
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but metal, the crown had the sole issuing of
that currency. To metal currency is now
added paper currency: the crown, there-
fore, to preserve the prerogative in statu
quo, ought to have the sole issuing of that
currency ; at any rate, unless the extension
of the monopoly to this modern branch be
attended with greater inconveniences than
what accompany its application to the old
one.

Nor let it be thought that the expediency
of this extension rests upon the mere general
ground of adherence to established principles,
sanctioned by general acquiescence — upon
the propriety of keeping matters in respect
of government as they are—in a word, of
keeping up the wis inertie of government.
1f the prerogative had utility for us support
1n its original shape, it is recommended by
cqual utility in the proposed supplemental
one. The use of the prerogative in respect of
metal money, was to guard the people against
loss by the suppression of counterfeits: in
the instance of paper currency, the use and
reed of it are the same.

The loss to which the subject was exposed
by metal money coined by individuals, was
that of the difference between genuine me-
tal and of full weight, and the coin of light
weight and base alloy, which it might be ap-
prehended would be issued by individuals.
The Joss to which the subject is exposed from
bad paper currency 1s of the same kind, but
much heavier in degree. Loss by bad metal
currency distributes itself in small parcels, and
by the minuteness of the portions to which
it adheres, falls with a gentle and almost im-
perceptible stroke. Loss by bad paper falls
m much larger masses. Loss by bad copper
1s as nothing — loss by bad silver 1s no great
inatter — even loss by bad gold is light, in
comparison of the average rate of loss upon
bad bills,

The justification of the monopoly in the
new case is stronger than in the old one, in
every point of view. By the monopoly of
the metal coinage, the government succeeds
but very imperfectly in saving the subject
fromloss. Coiners were punished as traitors ;
and yet the country swarmed with coiners. A
few years ago, and the copper was three-
fourths bad : — the pretended silver, a great
deal of it base, and scarcely a piece of genuine
silver that was not either counterfeit or light.
By the monopoly of the paper currency, go-
vernment might most perfectly protect the
subject from bad paper. Let it but supply
the market with its own paper, and a simple
prohibition will keep all other paper out of
the market most effectuslly. Against the
fabrication of bad coin, capital punishment has
heen expended invain : against the fabrication
of paper, which under the danger of its turning
vut so much worse than bad coin, it seems
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expedient to prohibit, a pecuniary penalty
would be perfectly sufficient.

If, then, in the whole scheme of govern-
ment, there be an instance in which it is
expedient to bring back institutions to the
standard of first prineiples, the present will, I
believe, be found among the number. Com-
pare the advantage resulting to the commu.
nity from the monopoly in the respective
instances of the two species of currencies, we
shall find it in every point of view greatly
superior in the instance of the paper currency
of fictitious value, to what it is in the instance
of the currency of natural value, the metallic
currency. WIill the prerogative be abused ?
No more when extended to paper, than it is
now that it confines itself to coin. Good
faith as towards subjects is a jewel so deeply
set in the British crown, that it can as little
be expected to shake in any one part, as to
drop out altogether.

APPENDIX B.

Puper Money — Causes why not circulated by
Government without interest, as well as by
Indwiduals.

THE contrast between the terms on which
bank paper is received, and those on which
government paper is received, has been al-
ready brought to view. The inferiority of
the latter cannot, however, be owing to any
inferiority in point of credit. The credit of
the Bank of England can never be greater
than that of the government of Great Britain;*
yet a man who would trust government with
his whole fortune, to the amount of hundreds
of thousands of pounds, will not give a pre-
mium of more than a few shillings per £100
for an exchequer bill bearing interest, though
he will give £100 for & bank note to that
amount, for which he will receive no interest.
The same man, too, will not only take a
promissory note from the great company, of
whose opulence the opinion is so universal
and so high, for its nominal value, but per-
-baps even the note of some country banker,
of whom, except from such his note, he has
no knowledge. The cause of this inferiority
can never, therefore, consist in any inferiority
in point of eredit. It must be looked for,
therefore, in some other circumstance,
There are several circumstances which co-
operate towards giving to the bank paper the
aptitude it possesses with respeet to circula-
tion. The want of any of these properties,

* The greatest part of the capital of the Bank

of England has been laid out in the purchase of

vernment annuities ; the directors of the bank

efore can never disiribute these annuities in

the shape of dividends amongst its stockholders,
unless they reccive them from government,
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or the possession of it in an inferior degree,
will account pro tanto for the mnferiority of
the terms upon which the government paper
obtains the degree of circulation 1t has ob-
tained.

These properties are — 1. The being pay-
able to the bearer on demand ; 2. The being
transferable, like coin, from band to hand,
without indorsement or any other formality ;
3. The being issned for such small sums as
£20, £10, and £5; 4. The being impressed
on paper which, in point of size, is neither
50 Jarge as to take up much room, nor so
small as to be liable by its minuteness to es-
cape observation, and be lost; and in point
of texture is thin enough to bear folding with-
out cracking, and yet not so thin but that
it will bear to be written upon, by which
means any proprietor may put his mark upon
it, to enable lum to vindicate his right to it
in case of loss; 5. The having been so long
in possession of the national confidence, and
that to such a degree as to be the only paper
which 1ndividuals all over the kingdom are
universally in the babit of accepting upon the
same terms as the current coin.*

An exchequer bill bears a daily interest,
and is made payable to bearer. Upon bearmg
this, one should suppose that it should bear
a premium to the amount of the interest ; —
since a bank note for that sum, payable to
bearer and carrying no nterest, bears no dis-
count, butis received at par. An exchequer
bill does indeed bear a premium, but that
premium is very far short of being equal to
the interest.

The difference, we have seen, does not
arise from ditference in point of security and
credit, but may perhaps be traced to the com-
bined influence of several causes; viz. — 1.
The want of bills for small sums of a size
adapted to the general run of the demand;
2. The not being made payable to the bearer
at any time, but only after the interval of
about half a year after its issue ; 3. The want
of that simplicity, in respect of the terms and
mode of payment, which is observable in the
pager of the Bank of England; — to which
may perhaps be added, something (of whick
presently) in the sensible properties of the
instrument itself by which the engagement is
conveyed.

That the want of sufficient division has a
very considerable share in the production of
the effect, can scareely be a matter of doubt.
Exchequer bills are not for a less amount than
£100 ; they are never issued for a less sum.
Bank notes are for various amounts less than
£100, viz. £50, £40, £30, £20, £15, £10,
and £5. In the instance of exchequer bills,
the magnitude of the sum is itself sufficient

* A bank.note has other properties caleulated
to guard it against forgery; — but these do not
belong w the present mattex,
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to render this species of paper unfit for the
ordinary course of circulation — it is of it-
self sufficient to throw it out of the ordinary
current of private dealings. It is a commo-
dity for which comparatively so few are qua-
lified to bid, that those few cannot but enjoy
considerable advantage in their biddings. 1t
18 the money of so few men, that that cireum-
stance is of itself sufficient to prevent it from
being generally known. Accordingly, the
circulation of exchequer bills is confined in
great measure, for aught I know, to the me-
tropolis: — it is confined to the neighbour-
hood of the Alley — to bankers, stock-bro-
kers, and the other classes of money dealers.
A man may have enjoyed a large income —
a man may have had very extensive dealings
in the way of trade, and yet go out of the
world without having ever set eyes on an
exchequer hill.

The bank, it may be said, issues notes for
sums as large as £100 — indeed, for sums to
a prodigious degree larger;; and yet there is
no more discount upon these large notes o
the bank, than upon the very smallest ones.
True: but then, along with these larger notes,
the bank issues, and that in great plenty, the
smaller notes above mentioned — and that in
such plenty, as to be in readiness for change
of the larger notes, wherever and by whom-
soever such change is wanted: nor are such
larger notes ever issued to any one who
chooses rather to have the smaller netes.

The small notes of the bank, it may be
observed in reply, afford ne facility to the
crculation of the large notes of the same
company, that the exchequer bills of govern-
ment do not equally possess : for, admitting
that the value of an exchequer bill of £100
would not be quite so great, setting aside the
article of interest, as that of a bank note to
the same nominal amount, still the exche-
quer bill has a known value in the market,
as experience shows, not much less than that
of the bank note. It ought, therefore, to
be as easy, were this all, to find change for a
£100 exchequer bill in bank notes, as for a
£100 bank note.

To this it may be rejoined, that the facility
in the two cases is not in truth alike. Every-
body being equally acquainted with bank notes,
anybody who has £100 to keep for a little
while before he will bave to change it, will
as readily take it in a single bank note for
£100, as in ten notes for £10; for though he
may never have seen such a thing as a bank
note for £100 before in lus life, yet the per-
fect resemblance it bears in every respect but
the quantity of paper, engraving, and writing,
to the ten £10 notes, makes it, so long as he
does not want to change it, exactly the same
thing to him : — the security is the same, —
the conditions and time of payment are the
same, — and what is no smail matter, the
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appearance of the instrument is exactly the
same, the variation in respect of the sum ex-
cepted—a sort of variation which he is already
accustomed to by the smaller notes. A man
who has a £100 bank note, need not fear,
therefore, the getting smaller bank notes to
the same amount from any one who has them,
and is in no immediate want of such lesser
notes in the way of change : —whereas a man
who has only a £100 exchequer bill, may see
good grounds for doubting whether he shall
be able with equal facility to get such change
for such exchequer bill; since, among twenty
people to whom he may offer it, every one may
perhaps be altogether unacquainted with it,
and if not absolutely decided in regarding it
as a species of paper of less value, may still
be unwilling to give himselt the trouble of
satisfying himself whether 1t be of equal value
or not.

The want of efficient assurance of putting
off this species of paper with as much faclity
as & bank note to the same amount, gives this
species of paper a disadvantage, or at least
it may be reckoned among the causes which
contribate to give this paper a disadvantage
1n point of prompt circulation, in comparison
with bank notes. But since, accordingly, the
exchequer bill is not, like the bank note,
everybody’s money, the consequence is, that
in order to find out a person whose money 1t
15, it must be sent to the great market for
money in different shapes, — the Alley: it
must go into the hards of a broker; and the
expense, but much more the time (for the ex-
pense 1s but 5% 5 per cent.) places it thus on
« ground of considerable disadvantage in com-
panson with a bank note.

So far as this disadvantage goes, instead
of operating as current cash, it bas the effect
only of so much capital in the funds, operating
wn the shape of principal money, as carrying
intetest, and serving as a source of income.
In ths quality, the price it bears will approach
to that of stock — to that of a government
annuity given in exchange for so much money
tather than to the price of so much money
receivable at any time. It will, however,
have the advantage, in point of price, of such
an annuity, and that on several accounts: it
1> transferable with so much less trouble and
expense — the value of it rises by keeping,
according to a visible and certain law, ina
visible and certain proportion, day by day; —
whereas the price of so much stock, though
it may rise in much the same degree upon the
whole as the period of payment approaches,
vet as it can rise by no interval less than }
per cent., amounting in three per cents. to
& of the whole, it can rise by no shorter
steps than one step of at least tifteen days ;
and even then, the rise is so liable to be dis-
turbed by fuctuations, as to be, in the cha-
racter of a rise proportioned to lapse of time
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and the consequent accrual of interest, in &
manner imperceptible.

It might be thought, that though the £100
exchequer bill is, for the reasons ahove pointed
out, not everybody’s money — not the money
of so many people as the £100 bank note, still
it might be worth so many people’s money,
as to bear the same price, or nearly the same
price. It would, for example, be the money
of bankers and money-dealers in general. It
certainly is the money of bankers to a degree:
yet still not in the same degree as the bank
note. It is their money upon a footing more
nearly approaching to that in which so much
stock is their money, than that in which the
bank note is their money. A banker may lay
out his money in this way for the purpose of
making it produce an interest; and thence he
may lay out in this way such part of his re-
ceipts as he allows himself to lay out for his
own benefit: bat he cannot lay out in this
way, as he may in bank notcs, ang part, or
at least any considerable part, of the money
which he deems it necessary to keep by him in
readiness to answer drafts; because, as has
already been observed, he canmot be equally
sure of the exchequer notes being necepted of
by a person who comes with a draft, as he can
of the bunk notes being soaccepted of. Ile can
keep it, therefore, upon no other footing than
that of an evidence of his being entitled to a
principal sum bearing interest, —in a word,
as a source of interest. But in the capacity
of a source of interest, it must bear the in-
terest it purports to give, or at least a very
considerable part of it ; if it did not, it would
not answer the purpose; it therefore cannot
bear, in this quality, 2 prennum eating out
that interest, or any considerable part of it.
It may indeed be worth his while to take
somewhat less interest upon such a security
than he could make of the same money in the
funds ; because it will cost him rather less
time, and at at any rate less money, to con-
vert it into cash at any time, than to convert
into cash so much stock. And this according-
ly is the case: —a man makes slmost one
per cent. less in this way than by buying into
the funds.

As to the circumstance of the exchequer
bill not being payable on demand, till half
a year after the time of its being issued, this
circumnstance is not sufficient of itself to ac-
count for the depreciation. Taken by itself,
it seems in fact to have but little or no influ-
ence. If this were the sole cause of depre-
ciation, this cause being removed, the effect
would ccase : before the time when principal
and interest Lecame payable, or at least at
the time of issuing, an exchequer bill would
indeed bear no premium ; but no sooner were
that period arrived, than it would bear a pre-
mium, and that equal to the interest. This,
however, is so far from being true, that, as
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far as I can learn, the arrival of this period
makes in this respect no perceptible change.
At the time of issuing, the exchequer ill
bears a small premium, thereby reducing the
rate of interest that can be made of it; at
the arrival of the time of payment, it con-
tinues to bear that premium, but does not
bear any more. The truth is, that the incon-
venience of its not being payable for half a
year is foreseen, and so far as it is reckoned
for anything, allowed for from the first ; and
the exchequer bill takes its station among the
commodities of the Alley, as a paper better
adapted for a source of income than forgeneral
circulation; and this station the change in
its nature, operated by the arrival of the time
for payment, is not able to raise it from.
The comparative want of simplicity in re-
spect of the terms and mode of payment, in
comparison with a bank note, cannot but have
some share in the comparative depreciation
of an exchequer bill. To be adapted to ge-
neral circulation, an engagement of this sort,
as to the contents of it, ought to be so sim-
ple, that, if possible, everybody of a condi-
tion high enough to have property to such an
amount pass through his hands, may be able
without effort to apprebend them. The en-
gagement taken by the bank —a promise on
the part of an individual to pay the sum in
question on demand, and that to the bearer
by whom the instrument of engagement shall
be produced .— possesses this property in the
highest degree of perfection that can be con-
eeived. In the instance of the exehequer
bill, several circumstances concur in keeping
down the terms of the engagement consider-
ably below this point of perfection. It1s to
be paid indeed to the bearer — that is, if it
be paid at all. But will it be paid at all ?
This appears to depend upon a variety of
contingencies ; — viz. 1. If aids happen to be
granted for the service of the next year, then
out of the first of such aids. But will any
such aids be granted? This is expressly
stated to be a matter of uncertainty: —it is
stated, that perhaps no such aids may be
granted before a certain date in the next year,
- and provision is made accordingly for that
contingency, that if no such aids be granted,
that the money is to be paid out of the con-
solidated fund. But if paid out of this con-
solidated fund, when is it to be paid?-—and
by whom? These are questions it leaves in
utter darkness. Is it, t0o, in other respeects, a
good bill? Grounds of suspicion, and those
of the strongest kind, present themselves
upon the face of it. A period is expressed,
during which it will not be accepted of as
such by the very government that issues it.
It is not to be current, or pass in any of .the
public revenues, aids, taxes, or supplies what-
soever, or at the receipt of the exchequer,
before a eertain day in the next year, — that
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is, for half a year and upwards. Before that
period, then, it will not be treated as a good
bill ; — this it expressly says. Will it after-
wards? and when ? Of this nothing is said:
it is left entirely to conjecture.

Nor is this all: —another ground of uncer-
tainty and suspicion. It does not state how
soon it is to be paid ; but it does state that
it is not to be paid tall another sum, amount-
ing perhaps to several millions, has been paid.
« Registered and payable after 1,754,400,
says a bill, No. 17545, I have before me.
When is it, then, that this £1,754,400 will be
paid? This again is all in darkness,

To a person acquainted with the mechanism
of government, all these points are in a state
of perfect elearness: he knows, that with all
these apparent difficultics and uncertainties,
the bill that presents them is at least as good
as a bank note. But among persons who are
not unaccustomed to the simple language of
a bank note, not one out of a hundred, or per-
haps a thousand, has any such acquaintance
with the mechanism of government.

Even the mtroductory words, inserted with
the view of indicating the authority on which
the bill is issued, are of & nature more likely
to excite doubt and difficulty in an unlearned
mind, that is, in the mind of the bulk of rea-
ders, than to command confidence. ‘* Byanact
of Parliament, Tricesimo gquarto Geo. III.
Regis. For raising a certain sum of money by
loans or Exchequer Bills for the service of the
year 1794.” In this formidable mixture of
English and Latin, interlarded with terms of
art and the language of finance, a man is sent
to an act of parliament, to know whether the
bill will be paid or no, and if paid, when and
how and by whom — the rather as in the bill
itself no answer to any of these questions is
to be found: — and upon his putting a right
construetion upon a revenue aet of parlia-
ment — he who perhaps never read an act of
parliament in his life, and almost certainly (of
not a lawyer) is not in the habit of trusting
himself to find out the sense of an act of par-
lLiament —depends his knowing whether the
bill will or will not be paid, and so forth. It
is a case for him to comsult his lawyer upon,
as he would think it neeessary to do upon
other acts of parliament, where property to
much less amount than £100 (the amount of
an exchequer bill) was at stake. But the oc-
casion does not allow time for consulting a
lawyer ; — and if it did, the expense of con-
sulting him would eat a good way into the
profit to be made by the interest of which the
bill holds out the prospeet, in addition to the
principal that would be promised by a bank
note to the same amount.

The fourth and last of the causes that have
been mentioned as appearing to concur in the
production of the depreciation in question, is
the character of the instrument in respect of
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its sensible qualities — the size and texture
of the paper. A bank note is perhaps, in re-
spect of these properties, as convenient for
circulation as can be imagined. In point of
size and thickness neither so large as to take
up an inconvenient quantity of room in the
pocket or pocket-book, not even when a con-
siderable number are taken together ; — nor
yet, on the other hand, so small as to be liable
to escape notice and be lost: while, by reason
of its extraordinary thinness (besides being
so much the better guarded against fraudulent
alteration, which is the principal object,) it
is better adapted to bear folding to reduce it
to a size fit for the pocket and pocket-book,
without cracking at the edges, and so coming
to pieces.

In these particulars, the difference between
the bank note and the exchequer bill is not
great — though, as far as it goes, it is rather
to the disadvantage of the exchequer bill. In
point of size, the exchequer bill is much upon
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a par with the bank-note — not quite so long
—a little broader : these differences are not
at all material. But the paper is a great deal
thicker — rather of a thick and brittle sort
than otherwise — 80 much so as to be in ap-
pearance more exposed to crack than any of
the papers commonly used as writing papers.

In the bank note, too, there is something
in the neatness of the engraving, and the con.
spicuous and emphatic display of the sum,
that cannot but be particularly attractive and
fascinating to an ordinary eye. In the ex-
chequer bill, there is no such display of the
sum; and the style of the impression of the
long-winded explanation of the conditions
of payment has nothing particular to recom-
mend it.

Upon these combined causes, then, it ap-
pears most probable that the depreciation of
government paper depends ; and not till they
are removed, can it be expected that this
comparative depreciation will disappear.
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GENERAL

CHAPTER 1
GENERAL DIVISION.

A Cope of Laws is like a vast forest; the
more it is divided, the better it is known.

To render a code of laws complete, it is
necessary to know all the parts which should
be comprised in it. It is necessary to know
what they are in themselves, and what they
are in relation to one another. This is ac-
complished when, taking the body of thelaws
in their entirety, they may be divided into
two parts, in such manner that everything
which belongs to the integral body may be
found comprised in the one or the other part,
and yet nothing shall at the same time be
found in both parts. This is the only case in
which the division is complete.

§ 1. Customary Divisions.

The customary divisions are —

First Division: 1. Internal law; 2. Law
of Nations. —The first is Nutional law, which
takes its name from the country to which it
refers ; as English law, French law, &c. &e.

A detached part of this law which only
concerns the inhabitants of a town, of a dis-
trict, or of a parish, forms a subdivision which
is called municipal law.

The second is that which regulates the
mutual transactions between sovereigns and
nations. This might be called exclusively in-
ternational law. This division is complete,
but its parts are unequal and slightly distin-
guished.

Second Division: Y. Penal law; 2. Civil
law. — When this division is given as com-
plete, international law has at least been for-
gotten,

Third Division: 1. Penal law; 2. Civil
law ; 3. Political law. —To distingunish this
latter from international law, it would be
better to call it constitutional law. If the
second division is complete, what must be
thought of this ? Its third part must, in some
shape or other, have been comprised in the
other two.

Fourth Division: 1. Civid or Temporal law ;
2. Ecclesiastical or Spiritual law. — A com-
plete division, but unequal, and one of which
the parts arc much intermixed.

VIEW, &c.

Fifth Division: 1. Civil law ; 2. Mikitary
law. — Another division apparently limited to
internal law.

This unfortunate epithet civil, opposed
alternately to the words penal, ecclesiastical,
political, military, has four different mean-
ings, which are incessantly confounded with
each other. It is one of the most unmeaning
protean terms in all jurisprudence.

Sixth Division: 1. Written law; 2. Un-
written, or Customary law.

Laws may exist in the form of statutes or
in the form of customs. The statute law is
called written positive law; custom is a con-
Jjectural law which is drawn by induction
from the former decisions given by the judges
in similar cases.

Seventh Division: 1. Natural laws; 2.
Economucal laws ; 3. Political laws, to which
vorrespond, — the duties devolving upon an
individual, family duties, and the duties of
man in society. But where does man exist
without society ? — and if there be any such
place, whence are its laws derived ? What
are these natural laws, which nobody has
made, and which everybody supposes at his
fancy ? What are these economic laws, which
are not political ? The making of such divi-
sions may be parodied by distributing zoology
into the science of chimeras, of horses, and of
animals | Such, nevertheless, is the nomen-
clature of legislation, according to the noblest
spirits of the age, the D’Alemberts, the Di-
derots, and the principal of the economists.
What, then, must be the condition of the
science ?

They also withdraw from the body of the
law considerable portions which do not give
rise to the idea of division, because the
words which respectively express them have
no correlative terms to express the residue of
the mass of the laws. Maritime law - law
relating to police, finance, political econo-
my, procedure, &c.: these portions being ex-
tracted, what relation have they with the
more formal divisions? — in which ought they
to be placed ?

Criminal law is a portion sltogether un-
determined of penal law. It is a law directed
against an offence which has been called a
crime. This distinction is the result of many
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indeterminate circumstances: odious proce-
dure — enormous evil or reputation of enor-
mity — evil intention — severe punishment.

Canon law. This is a sufficiently determi-
pate portion of ecclesiastical law : — That
portion of this law which is derived from a
certain source.

§ 2. New Divisions.

The divisions which follow are either al-
together new —have only received a semi-
denomination— or have been but little consi-
dered at present. I announce them in this
place, because of the light they shed upon the
theory of the laws, and because of their prac-
tical utility.

Eighth Division: 1. Substantive laws ;
2. Adjective laws,— This last is the name
which I give to the laws of procedure, for the
purpose of designating them by a word cor-
relative to the principal laws from which it
will be so often necessary to distinguish them.
The laws of procedure could neither exist nor
even be conceived of, without these other
laws, which they cause to be observed. Who-
ever understands the meaning of these two
words, as applied to grammar, will under-
stand the meaning which I would attach to
them when applied to jurisprudence.

Ninth Division: 1. Coercive and Punish-
tng laws ; 2. Attractive or Remuneratory laws.
- The former employ punishments—— the se-
cond employ rewards as their sanctions.

Tenth Division: 1. Derect laws; 2. In-
direct laws. — 1 call those direct, which reach
their end in the most direct manner, by di-
recting or prohibiting the act to which they
would give birth, or which they would pre-
vent. I call those indirect, which, for accom-
plishing a purpose, employ distant means,
attaching themselves to other acts, which
have a more or less immediate connexion
with the first. Prohibition of murder under
pain of death, is a direct method of preventing
assassinations: prohibition against carrying
offensive weapons an indirect method® of pre-
venting them.

Eleventh Division: 1. General laws; 2.
Particalar laws.—In the first are included
those in which everybody is interested — in
the second those which are directly interest-
ing only to certain classes. This division
is of great practical utility in facilitating a
knowledge of the laws.

Twelfth Division, : 1. Permanent Laws ;
2. Laws necessarily Transitory. — There are
some laws which die of themselves, when the
circumstance which gave birth to them has
ceased. A law which refers to the conduct
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of a certain individual must die with him.
Among transitory laws, the greater number
are called regulations. Such are particular
orders, laws which must and which ought te
be changed, and which only correspond with
a certain state of things.

Thirteenth Division: 1. Code of the
Laws ; 2. Code of Formularies. — A formula
constitutes a part of the laws when it is di-
rected by the legislature : a patent of crea-
tion, a record, a certificate, a deed, a form of
petition, may all become part of the law.

Of all these divisions, the third into Pencul
Law, Cinl Law, Constitutional Law, is the
most complete, the most usual, and the most
convenient. It is therefore the centre from
which I shall cause all the parts to diverge.

As to writers on matters of jurisprudence,
they may be ranged into two classes. Some
treat of the laws of one country, explaining,
commenting upon, and reconciling them ; as
Heineccius on the Roman laws, and Black-
stone with reference to the laws of Eng-
land. W

The others treat of the art of legislation
itself, either by expluining its preliminary
notions, the terms of universal Jurisprudence,
such as powers, rights, titles, contracts, obli-
gatwons, crimes, &c.; or seeking out the ge-
neral principles upon which they ought to be
founded, or examining the legislation of a
certain country, to show whetler it be feeble
or strong.

Few works of law are of a unigue and dis-
tinct character. Grotius, Puffendorf, Bur-
Jamagqui, assume successively, and sometimes
at one time, all these characters, Montes-
quieu, in his ¢ Esprit des Lois,” at first pro-
posed to make a treatise upon the art; but
in his last books the legislator assumes the
antiquarian and the historian; and he can only
be compared to the river, which after having
traversed and fertilized noble countries, never
reaches the sea, but is lost in the sand.

Hobbes and Harrington, who have treated
only of the principles of constitutional law,
have so done in a general manner, but with
a view to local application. Beccaria, in his
Treatise on Crimes and Punishments, has
attended exclusively to them as a branch of
philosophy.

CHAPTER IL

RELATIONS BETWEEN THE LAWS CONCERN-
ING OFFENCES, RIGHTS, OBLIGATIONS, AND
SERVICES,

IN a code of laws, everything turns upon of-

* Here it is clear, that a law which is indirect
as to one act, becomes direct in reference to an-
other, These terms are correct only when they
;:ferto one and the same act, or to two different

Wi,

Je , rights, obligations, services. Clear
ideas of the meaning of these abstract terms
are therefore desirable, and on this account
it is necessary to know how these different
notions are formed, and what are their reci-
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procal relations. To show their mode of ge-
neration, is to show their nature,

A period may be easily imagined when
men existed without laws, without obligations,
without crimes, without rights. What would
they then possess ? Persons, things, actions;
persons and things, the only real beings ; ac-
tions, which exist only for a fleeting moment,
which perish the instant that they are born,
but which still leave a numerous posterity.

Among these actions, some will produce
great evils, and the experience of these evils
will give birth to the first moral and legisla-
tive ideas. The strongest will desire to stop
the course of these mischievous actions -
they will call them crimes. This declaration
of will, when clothed with an exterior sign,
will receive the title of law.

Hence, to declare by a law that a certain
act is prohibited, is to erect such act into a
crime. 'T'o assure to individuals the posses-
sion of a certain good, is to confer a right
upon them. To direct men to abstain from
all acts which may disturh the enjoyment of
certain others, is to impose an obligation on
them. To make them liable to contribute by
a certain act to the enjoyment of their fel-
lows, is to subject them to a service. The
ideas of law, offence, right, obligation, service,
are therefore 1deas which are born together,
which exist together, and which are insepa-
rably connected.

These objects are so simultaneous that each
of these words may be substituted the one
for the other. The law directs me to sup-
port you — it imposes upon me the obligation
of supporting you— it grants you the right
of being supported by me — it converts into
an offence the negative act by which I omit
to support you — it obliges me torender yon
the service of supporting you. The law pro-
hibits me from killing you— it imposes upon
me the obligation not to kill you — it grants
you the right not to be killed by me —it
converts into an offence the positive act of
killing you — it requires of me the negative
service of abstaining from killing you.

1t is only by creating offences (that is to
say, by erecting certain actions into offences)
that the law confers rights. If it confer a
right, it is by giving the quality of offences to
the different actions by which the enjoyment
of this right might be interrupted or opposed.
The division of rights ought therefore to cor-
respond with the division of offences.

Offences, inasmuch as they concern a de-
terminate individual, may be distributed into
four classes, according to the four points in
which he may be injured : — Offences against
the person—offences against honour—offences
against property — offences against condition.
1n the same manner, rights may be distribu-
ted into four classes : — Rights of security
for the person-—rights of security for honour
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— rights of security for property — rights of
security for condition,

The distinction between rights and offences
is therefore strictly verbal — there is no dif-
ference in the ideas. It is not possible to
form the idea of a right, without forming the
idea of an offence.

I imagine to myself the legislator contem-
plating human actions according to the best of
his judgment : he prohibits some, be directs
others: there are others which he equally
abstains from commanding or prohibiting, By
the prohibition of the first, be creates pos:-
tive offences: by the injunetion of the second,
he creates negative offences. But to create a
positive offence, is to create an obligation not
to act—to create a negative offence is to
create an obligation to act. To create a posi-
tive offence, is to create a negative service
(the service which consists in abstaining from
a hurtful action.) To create a2 negative of-
fence is to create a positive service (the ser-
vice which consists in the performance of a
useful action.) To create offences, is there-
fore to create obligations or forced services:
to create obligations or forced services, is
therefore to confer rights. :

'With referenee to actions, with respect to
which the legislator neither pronounces a
prohibition nor an injunction, he neither cre-
ates an offence, an obligation, nor a forced
service. Still he creates a certain right, or
leaves you a power you already possessed,
that of acting or not acting as you like. If,
with respect to these same actions, there had
previously existed an injunction or a prohi-
bition, and this injunction or prohibition had
been revoked, it might be said without diffi-
culty that the right which was restored to
you, the law conferred or restored it. The
only difference is, that in the one case you
hold the right through the activity of the
law ; in the other case, you hold it through
itsinactivity. In the actual state, it appears
as if you owed it to the law alone, whilst
beforehand you appeared to be indebted partly
to the law and partly to nature,

You owe it to nature, inasmuch as it is
the exercise of a natural faculty ; —you owe
it to the law, inasmuch as it might extend
the same prohibition to this as well as to
other actions,

With respect to those actions which the
law refrains from directing or prohibiting,
it bestows a positive right, — the right of
performing or not performing them without
molestation from any one in the use of your
liberty.

1 may stand or sit down — I may go in or
go out — I may eat or not eat, &c.: the law
says nothing upon the matter. Still the right
which I exereise in this respect, 1 derive from
the law, because it is the law which erects
into an offence every species of violence by
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which any one may seek to prevent me from
doing what I like.

This, then, is the connexion between these
legal entities: they are omly the law consi-
dered under different aspects; they exist as
long as it exists ; they are born and they die
with it. There is nothing more simple, and
athematical propositions are not more cer-
tain. This is all that is necessary for obtain-
ing clear ideas of the laws, and yet nothing
of this is found in any book of jurisprudence;
the contrary is, however, everywhere found.
There have been so many errors of this kind,
that it may be hoped that the sources of error
are exhausted.

The words rights and obligations, have
raised those thick vapours which have inter-
cepted the light: their origin has been un-
known; they have been lost in abstractions.
These words have been the foundations of
reasoning, as if they had been eternal entities
which did not derive their birth from the law,
but which, on the contrary, had given birth
to it. They have never been considered as
productions of the will of the legislator, but
as the productions of a chimerical law—a law
of nations — a law of nature.

1 shall only add another word upon the im-
portance of clear ideas respecting the origin of
rights and obligations. They are the children
of the law; they ought never, therefore, to be
set in opposition to one another: they are the
children of the law; they should, like the law
itself, be subordinate to general utility.

The fundamental idea, the idea which serves
to explain all the others, is that of an offence.
1t possesses clearness by itself; it presents an
image; it addresses itself to the senses, it is
intelligible to the most limited mind. An of-
fence is an act from which evil results. To do
a positive act, is to put one’s self in motion;
to do a negative act, is to remain still. Now,
a body in motion, or a body at rest, presents
an image ; an individual wounded, an indivi-
dual suffering, in consequence of any action,
presents an equally familiar image. It is not
the same with the fictitious entities called
rights and obligations. They cannot be de-
picted under any form; they may, however,
be connected with sensible images, but they
then cease to be abstractions; they are united
to real things, as in the expressions, the right
to do a certain act — the obligation to perform
it or not to performit. The more nearly such
expressions convey the idea of an offence, the
more easily are they understood.

CHAPTER IIL
RELATION BETWEEN THE PENAL AND
CIVIL CODE.

Ir the distinction between the civil and penal
code be inquired for, the greater number of

VIEW OF A COMPLETE CODE OF LAWS

[Cu. IIL

jurisconsults reply, that the civil code con-
tains the descriptions of rights and obliga-
tions, and the penal code those of crimes and
punishments.

If the meaning of the preceding chapter be
clearly understood, it will be perceived that
there is no foundation for this distinction.
To create rights and obligations, is to create
offences ; to create an offence, is to create
the right which corresponds therewith: it is
one and the same law, one and the same ope-
ration.

If you say, that the right which you have
to be supported by me belongs to a certain
class of laws which ought to be called civi/,
and that the offence which I commit by ne-
glecting to support you, belongs to a different
class of laws which ought to be called penal,
the distinction would be clear and intelligible.

There exists between these two branches
of jurisprudence a most intimate connexion;
they penetrate each other at all points. All
these words— rights, obligations, services, of
fences—which necessarily enter into the civil
laws, are equally to be found in the penal
laws. But from considering the same objects
in two points of view, they have come to be
spoken of by two different sets of terms: —
olhgations, rights, services, such are the terms
employed in the civil code: injunction, pro-
hibition, offence, such are the terms of the
penal code. To understand the relation be-
tween these codes, is to be able to translate
the one set of terms into the other.

Such being the intimate connexion between
these two codes, it seems extremely difficult
to draw a distinction between them: I shall,
however, attempt it.

A civil law is that which establishes aright:
a penal law is that which, in consequence of
the establishment of a right by the civil law,
directs the punishment in a certain manner
of him who violates it. Thus, a law which
should confine itself to the interdiction of
murder, would be a civil law ; the law which
should direct the punishment of death against
the murderer would be a penal law.

The law which converts an act into an of-
fence, and the law which directs the punish-
ment of that offence, are, properly speaking,
neither the same law nor parts of the same
law. Thou shalt not steal: there is the law
creating an offence. The judge is directed
to imprison those that steal : there is the law
which creates the punishment. These laws
are so distinct, that they refer to different
actions — they are addressed to different per-
sons. The first does not include the second,
but the second implicitly includes the first.
Say to the judges, ¢ You shall punish thieves,”
and a prohibition of stealing is clearly inti-
mated. In this point of view, the penal code
would be suflicient for all purposes.

But the greater number of laws include
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complex terms, which can only be understood
after many explanations and definitions. Itis
not only necessary to prohibit theft in gene-
ral: it is necessary to define what is pro-
perty, and what is theft. It iz proper that
the legislator should form two catalogues :
the one containing the events which confer
aright to the possession of each thing — the
other containing the events which destroy
this right.

These matters of explanation belong princi-
pally to the civil code: the commanding part,
contained in penal laws, properly constitutes
the penal code.

All laws which have no penal clauses, or
which only prescribe the obligation of resti-
tution when any one has become possessed
of the property of another without evil in-
tention, may be placed in the civil code. All
laws which direct a punishment over and
above simple restitution — for example, im-
prisonment, forced labour, fine, &c. —may be
reserved for the penal code.

In the civil code, the attention is chiefly
demanded by the description of the offence,
or of the right. In the penal code, the promi-
nent point is the punishment.

Each civil law forms a particular head,
which ought to rest upon a penal law. Each
penal law is the consequence, the continua-
tion, the termination of a civil law,

In the two codes, there should be general
heads. They should bave for their object the
explanation of everything which belongs to
the particular titles : — definitions, amplifica-
tions, restrictions, enumeration of sorts and
individuals; —in short, expositions of all
sorts.

It ought, however, never to be forgotten,
that these two codes are one as to their na-
ture and their object ; that they are divided
only for the convenience of distribution, and
that we might have arranged all the laws upon
one plan, upon one map.

If a legislator hate given a complete de-
scription of all the acts which he is desirous
should be regarded as offences, he will have
formed a complete collection of the laws: he
has referred everything to the penal code,
If he bave established ail the obligations of
the citizens, all the rights created by those
obligations, and the circumstances which shall
cause those rights to begin and end, he will
again have formed an entire code : but here
he will have referred everything to the civil
code.

A code of laws under this point of view
ceases to be 8 bugbear by its immensity. We
see that there are means of ascertaining its
dimensions — of surveying the whole, and
referring every part to a common centre.
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CHAPTER 1V.
OF METHOD.

IN what order should the different parts
which compose a complete code of legislation
be arranged ?

There are some persons who have occasion
to know the whole system of the laws; viz.
those whoare charged with their maintenance
and application. Others have occasion only
to know the part which concerns them, and
of which it would be dangerous for them to
be ignorant: these are the individuals who
are bound to obey the laws.

In the arrangement of the laws, that which
is best adapted for the generality of the people
ought to be regarded. The multitude have
not leisure for profoundly studying thelaws:
they do not possess the capacity for connect-
ing together distant regulations — they do
not understand the technical terms of arbi-~
trary and artificial methods. The matter of
a code ought therefore to be disposed in the
order which will be most easly understood
by the least skilful —in the order which is
most interesting from the importance of the
subjects — in a word, in the most natural
order.

But what is the most natural order? It is
the order according to which the law would
be most easily consulted — in which the text
which applies to a given case would be most
easily found, and its true meaning understood.
The best method is that which gives the
greatest facility in finding what is sought.

Rules concerning Method,

1. That portion of the laws which most
clearly bears the impression of the will of the
legislator, ought to precede those portions in
which his will is shown only indirectly.

For this reason, the penal code ought to
precede the civil code, and the constitutional
code, &c. In the first, the legislator exhibits
himself to every individual ; he permits, he
commands, he prohibits; he traces for every
one the rules of his eonduct; he uses the
language of a father and a master. In the
other codes, he hasless to do with command.
ments than with regulations and explanations,
which do not so clearly address themselves to
everybody, and which are not equally inte-
resting to those concerned at every period of
their lives.

2. Those laws which most directly promote
the chni;f ends of society, cught toprecede those,
the utility of which, how great soever, 18 rot 8o
clearly evident.

In obedience to tbis rule, the penal code
ought stiil to precede the civil code, and the
civil to precede the constitutional code. There
is nothing that tends more directly to promote
the great ends of society, than the laws which
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prescribe the mauner in which the citizens
should bebave towards each other, and which
prevent them from doing mischief. Besides,
since the idea of an offence is fundamental in
legislation, and everything emanates from it,
it is the first upon which the public attention
should be fixed.

3. The subjects which are most easily under-
stood, should precede those of which the con-
ception is less easy.

In the penal part, the laws which protect
the person, as the clearest of all, ought to
precede those which protect property. After
these may successively be placed those which
concern reputation ; those which relate to the
legal condition of individuals; those which
embrace a double object, as the person and
property, the person and reputation, &c.

In the civil code, those titles which relate
to things, objects material and palpable should
be placed before those which relate to rights,
objects immaterial and abstract. The titles
which relate to the rights of property before
those which relate to the condition of indi-
viduals, &c.

In the code of procedure, in virtue of this
rule, the most summary courts would stand
first.

4. If, in speaking of two objects, the first
may be spoken of without referring to the se-
cond — and on the contrary, the knowledye of
the second supposes a knowledge of the first,
— it i8 right on this account to give priority
to the first.

Thus, in the penal code, offences against
individuals should be placed before offences
against the public—and offences against the
person before offences against the reputation.

In the civil code, notwithstanding another
principle of arrangement, more apparent but
less useful, it will be proper to place the con-
dition of master and servant — the condition
of guardian and ward, before that of father
and child —husband and wife; because a fa-
ther and husband are in certain respects the
master, and in others the guardian, of the chil-
dren and wife,

In virtue of this rule, the penal and civil
code ought to precede the code of judicial
organization and procedure.

To institute a process, is to demand satis-
faction for an offence, or to require a service
in consequence of a right. But the catalogue
of offences, of services, of rights, will be found
in the penal and civil codes; with these,
therefore, we ought to begin.

Procedure is 2 means for attaining an end:
it is the method of employing the instrument
which is called law. To describe the means
of using the instrument, before describing the
instrument itself is an almost inconceivable
reversal of order.

To establish a new system of procedure,
and allow misshapen laws to subsist, is to
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build upon foundations which are erumbling,
it is to rebuild a falling house by beginning
at the top. Everything should be consistent
and harmonious between the different parts
of the code. It is impossible to establish a
good system of procedure without good laws.

5. Those laws the organization of which is
complete — that is to say, which possess every-
thing necessary to give them effect, to put them
in execution— ought to precede those of which
the organization is necessarly defective.

A certain part of the political code is neces-
sarily in this latter condition. There must
be a stop somewhere in the establishment of
laws, Quis custodiet ipsos custodes? — The
laws which govern the subjects ought to pre-
cede those by which it is attempted to re-
strain the sovereign power. The first — the
laws for the people in populum — form a com-
plete whole; they are accompanied by pe-
nalties, and a procedure which insures their
execution. But the laws in imperium respect-
ing the governors, unless they change their
nature, cannot have for their assistance either
the one or the other of these auxiliary laws.
A punishment cannot be assigned for the
offences of the sovereign, or of the body which
exercises the sovereignty: no tribunal and
no forms can be prepared for their trial ; —
all that human wisdom has been able to de-
vise is reduced to a system of precautions and
indirect means, rather than a system of legis-
lation. The power of removal, for example,
is employed to obviate the corruption of a
representative body. The nature of the case
does not admit of any judicial methods, any
regular procedure.

International law is in the same condition.
A treaty between two nations iz an obliga-
tion which cannot possess the same force as a
contract between two individuals. The cus-
toms which constitute what is called the law of
nations, can only be called laws by extending
the meaning of the term, and by metaphor.
These are laws, the organization of which is
still more defective and incomplete than
that of political law. The happiness of the
human race would be fixed, if it were possible
to raise these two classes of laws to the rank
of complete and organized laws.

The only point which is common to every
existing body of laws, is, that they are all
equally strangers to all these rules.

Justinian, in the Pandects and Institutes
has followed twoindependent and incommen-
surable plans, which have determined the plans
of all posterior jurists. Those who have been
desirous of correcting Justinian, have only ven.
tured to correct him by himself. Heineccius,
the most sensible of the Romanists, has sought
to refer everything to the order of the Pan.
dects ; and Beger has sought to bind up every-
thing to that of the Institutes. Both methods
are equally vicious.
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Does not the idea of an offence govern
everything in matters of law? Who would
believe it ? In the vast system of Roman law
there isnot a single entire chapter which treats
of offences. The whole has been distributed
under the three divisions.-—rights of persons,
rights of things, suits at law : offences are
incidentally mingled here and there. Those
which are most connected by their nature, are
often the farthest removed from one another,
whilst those that are the greatest strangers
touch each other.

Modern codes are not more methodical.
The Danish code begins with civil procedure
—the Swedish code begins with that partof
the civil code which regards the condition of
persons.

The code of Frederic, which bears the
pompous title of universal, begins with the
civil part, to which it confines itself and leaves
it incomplete.

The Sardinian code presents at first certain
penal regulations, but the first offences of
which it treats refer to religion. Parts of the
eivil and constitutional codes follow, mingled
with each other in continual disorder.

The code of Theresa is purely penal, but
where does it commence ? — first blasphemy,
afterwards apostacy, afterwards magic, In
{he first part it treats of procedure.

Blackstone, who confined himself to making
a picture of the laws of England, has only
sought commodiously to arrange the technical
terms most frequently used in English juris-
prudence. His plan isarbitrary, but it is pre-
ferable to all those which have preceded him.
It is a work of light, in comparison with the
darkness which previously covered the whole
face of the law.

CHAPTER V.
PLAN OF THE PENAL CODE.

PrNaL laws, as we have already seen, are
those alone which follow in aregular train, and
form a complete whole. What are called civil
laws, are only detached fragments belonging
in common also to the penal laws, Laws de-
prived of all factitious sanction exercise so
feeble an influence, that they ought not to be
relied upon, if it be possible to do otherwise.
Remuneratory laws, beside their weakness,
are too costly, so that it is not possible ever
to trust them with the rough work of legis-
lation. There remains penal law, the only
matter of which it is possible to construct the
principal portion of the edifice of the laws.
1t is proper, therefore, to take the penal law,
which alone embraces all, as the foundation
of all the other divisions of the law.

To make a penal law, is to create an of-
Jfence. The distribution of the penal laws will
thercfore be the same as that of offences. By
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determining, naming, arranging, numbering
offences, we shall have determined, named,
arranged, and numbered the penal laws. I
this arrangement be well made, all the other
kinds of laws will have been well arranged at
the same time: order will have been fixed
upon a manifest and unalterable foundation :
the reign of Chaos will be at an end.

I shall begin with the arrangement itself,
1 shall afterwards show the considerations
which suggested it, and the advantages to be
derived from it. In order to understand the
commentary, it is necessery to have seen the
text.

CHAPTER VL
OF THE DIVISION OF OFFENCES.

Uron the principle of utility, such acts alone
ought to be made offences, as may be detri-
mental to the community.

An act cannot be detrimental to a com.
munity but by being detrimental to some one
or more of the individuals that compose it.
These individuals may either be assignable*®
or unassignable.

‘When there is any assignable individual to
whom an offence is detrimental, that person
may be either the delinquent himself, or some
other person.

When there are persons to whom the act
in question may be detrimental, but such
persons cannot be individually assigned, the
circle within which they may be found is
either of less extent than the whole state, or
not. If of less, the persons comprised within
this lesser circle may be considered for this
purpose as composing a body of themselves,
tomprised within, but distinguishable from
the greater body of the whole community.

From a consideration of these circums
stances, offences may be divided into four
classes : —

1. Acts detrimental in the first instance to
assignable individuals other than the delin-
quent himself. These are private offences.

2. Acts detrimental in the first instance to
the delinquent and not to others, except in
consequence of the evil he has done to him-
self. These may be called, for the purpose
of conttasting them with the other classes;
personal offences, or self-regarding offences.

3. Acts which may be detrimental to certain
unassignable individuals comprised within a
particular circle less than that of the state —
as a trading company, a corporation, a reli=
gious sect. ‘These offences against a portion
of the community may, for the purpose of

* Assignable, that is either by name, or at
least by description, in such manner as to bé
sufficiently distinguished from all others; for in=
stance, by the circumstance of being the owner
or occupier of such and such goods,
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contrasting them with the other classes, be
called semi-public offences.”

4. Acts which may be detrimental, or which
threaten a danger more or less remote to an
indeterminate number of unassignable indi-
viduals, without it being apparent that any
one is more exposed than another. These
may be called offences against the state, or
public offences.

The four classes of offences are —

1. Private offences. .
2. Self-regarding offences.

3. Semi-public offences.

4. Public offences.

SUBDIVISION OF OFFENCES,

1. Subdivision of Private QOffences.

In the present period of his existence, the
happivess of a man, and his security —in a
word, his pleasures, and bis immunity from
pains.— depend, primarily, upon the cond:tion
of his person, and secondly, upon the exte:ior
objects which surround him. If, therefore,
a man suffer in consequence of an offence, it
must be either in an immediate manner in his
person, or in a relative manner by reason of
his relation with exterior objects. But these
exterior objects are things or persons: things,
which he employs for his own advantage, in
virtue of what is called property ; persons,
from whom he derives advantages in virtue
of services which they are disposed to render
to him. This disposition to render those ser-
vires may be founded simply upon the general
connexion which binds all men together, or
upon a connexion which unites certain indi-
viduals more particularly with others. These
more close connexions form a kind of ficti-
tious and incorporeal object of property which
is called condition: domestic condition, con-
nexion between a parent and child, a husband
and wife ; political condition, connexion be-
tween the citizens of the same place, &c.

When the general connexion among all
men is alone considered, their disposition to
render services to one another is called good-
will, This good-will is a favour, and the
chance of obtaining this favour is a fictitious
property, which is called konour or reputation,

* With regard to offences against a class or
neighbourhood, it is evident that the fewer the
individuals are of which such class is composed,
and the narrower that neighbourhood is, the more
likely are the persons to whom an offence is de-
trimental to become assignable, insomuch that,
in some cases, it may be difficult to determine
concerning a given offence whether it be an of-
fence against individuals or against a class or
neighbourhood. It is evident also, that the larger
the class or neighbourhood is, the more it ap-
proaches to a coincidence with the fg;eest body of
the state. The three classes, therefore, areliable
in a certain degree to run into one another, and
be confounded. PBut this ia no more than what is
the case, more or Jess, with all those ideal com-

nts, under which men are wont to distri-
ute objects for the convenience of discourse.
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Reputation is therefore a species of wealth,
& security for the obtaining those free and
gr;aﬁuitous services which depend upon good-
will.

It appears, therefore, that if by any offence
an individual becomes a sufferer, it must be
in one or other of these four points— person,
reputation, property, or condition.

* Hence simple private offences may be sub-
divided into —

Offences against the person.

vaesessresnsaesesne TEpUtation.
. property.
aveemrerineenanenenenen, coORdition.

Offences are called simple, when the indi-
vidual is affected only in one of these points ;
complex, when he is affected in more than one
at one time, as —

Offences against the person and property.

e sesreresssinaae ee oees pETSon and reputation.,

OrpER 1. Offences against the Person.

As a man is composed of two different
parts — his body and his mind, acts which
exert a pernicious influence upon hm, may
operate upon him either immediately without
affecting his will, or mediately through the
intervention of that faculty. The constraint
which may be produced by such acts may be
either positive, compelling him to do what is
disagreeable to him — or negative, preventing
him from doing what is agreeable to him: —
the evil resulting from them mortal or not ;
if it be not mortal, it will either be reparable
or temporary, or irreparable or perpetual. —
Again, the pain which a man experiences in
his mind will either be a pain of actual suf-
ferance, or a pain of apprehension. Hence
we have nine genera or kinds of personal in-
juries, which, when ranged in the order most
commodious for examination, will stand as
follows : —

1. Simple corporal injuries, producing un-
easiness or temporary suffering.

2. Irreparable corporal injuries — species,
disfiguration, mutilation, deterioration of an
organ as to its essential functions.

3. Simple mental injuries; that is, directly
affecting the mind without affecting the body
— or vexation.

4. Wrongful restraint or hindrance.

5 ++eeess CONstraint,

.. banishment.
.. confinement.
... imprisonment.
«ssveese. homicide,

6 oo

OrpER 1L Offences ayainst Reputation or
Honour.

In point of reputation there is but one way
of suffering, which is by losing a portion of
the good-will of others. An individual may
be & loser in this respect in either of two
ways : —1. By the manner in which he be-
haves himself; and 2. By the manner in which
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others behave, or are thought to bebave, to-
wards him. To cause people to think that a
man has been guilty of those acts which cause
a man to possess less than he did before of
the good-will of the commaunity, is what may
be styled defamation. When this is done by
words, or by such actions as have no other
effect than inasmuch as they stand in the place
of words, the offence may bestyled vilification,
But this is not all: as a man may be made to
lose the good-will of others, he may also be
prevented from acquiring it, either by the
interception of the honour which was his
due, or by depriving him of the means of
obtaining it. Hence we have four species of
offences, viz.: —

1. Defamation.

2. Insulting language, or insulting gestures,

3. Usurpation of the reputation of another.

4. Prevention of the acquisition of deserved
reputation,

Orper 111 Offences against the Person and
Reputation.

Attacks upon the person and reputation
may spring from different motives, and may
have for their object either the immediate
pleasure to be derived from sensual gratifica-
tion, or that sort of reflected pleasure which
in certain circumstances may be reaped from
the suffering of another.

If the pleasure to be derived from sensual
gratification be obtained by consent freely
given, if not fairly obtained, the offence may
be called seduction ; if not freely, it may be
called forcible seduction ; if consent be alto-
gether wanting, it is called rape. If neither
of these offences have been consummated,
the offence may be included under the deno-
mination of simple lascivious injury.

When the person and reputation are attacked
for the sake of that sort of pleasure which will
sometimes result from the contemplation of
another’s pain, the offence may consist either
of actual corporal injury, and may be styled
corporal insult, or it may come under the name
of msulting menacement. Hence we have six
genera or kinds of offences under this head :—

1. Corporal insults.

2. Insulting menacement.

3. Seduction.

4. Foraible seduction.

5. Rape.

G. Simple lascivious injuries.

OrpER 1V. Offences against Property.

Offences against property are so various,
that it is extremely difficult to make an ana-
Iytical table of them, which shall not itself
form a large work. Besides, these offences
have received in common use denominations
which are so little determinate and uniform,
that any definition given of them by e private
individual can never be exact. Itrequires the
aid of the legislature to fix their meaning.
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Offences of this kind may affect either the
right to property, or the enjoyment or exer-
cise of that right.

Offences which affect the possession of
property may relate either to an actual pos-
session or to a future possession.

A contingent or future possession may be
taken away by two kind of offences: — 1,
By the omission of an act necessary to be
done before the party enters upon his right :
this may be called non-investment, or non-
collation of property. 2. By the commission of
some act for the interception of your right —
for taking it away, for example, in its transi-
tion from the actual possessor, to you the
intended possessor; thizs may .be called in-
terception of property.

If the possession of an object of which the
party is actually in possession be disturbed by
the offence, the object of the offence may be
his exclusion from the enjoyment of his pro-
perty without substituting any other person.
In this case, it is simply wrongful divestment
or spoliation of property. 1t may be, that the
object of the offence is, that the delinquent
may obtain possession of the property himself:
it is then usurpation of property. It may be,
that he intends that it should pass to a third
party: it is then wrongful attribution, or col-
latwon of property.

With respect to offences against property
which only affect the enjoyment of the object:
in question; this object must be either a ser-
vice, or a set of services, which should have
been rendered by some person, or else an ar-
ticle belonging to the class of things. Inthe
former case, the offence may be styled wrong-

Jul withholdment of services, In the latter
case, when any object of which any individual
has had the enjoyment, ceases so to be en-
joyed, it may be either from a change in the
intrinsic condition of the thing itself, or in
its exterior situation with respect to such
individual, which has removed it out of his
reach. If the change in the nature of the ob-
ject be such that no further use can be made
of it, it is destroyed; if the change have only
diminished its value, it is damaged. 1If it be
simply removed beyond his reach without al-
teration, it is wrongfully detained.

The objeet detained may have been ob-
tained from the proprietor, with or without
his consent. In the first case, its detention
is the non-payment of a debt. In the second
case, if the detaining party, knowing that
he has no right, intend to detain it always,
and, at the same time, not to be amensble
to the law, such detention is commonly called
theft. If he have employed force or threats
against the proprictor or other persons who
would have prevented his wrongful occupa-
tion of the property, in this case the offence
takes the name of robbery. 1f the consent of
the proprietor have been obtained, but if he
have been deceived by false appearances, it is
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an act of sharping or fraud. If such consent
be obtained by the fear of cvil resulting from
an abuse of power, it is what is commonly
called extortion.

The foregoing analysis, though imperfect,
will suffice to explain the principal genera of
offences contained in the fourth and fifth
order.

Offences affecting the right of Property.

1. Wrongful non-investment of property.

2. Wrongful interception of property.

8. Wrongful divestment of property.

4. Usurpation.

5. Wrongful investment of property.

6. Wrongful withholding of services.

Offences affecting the use of Property.
7. Wrongful destruction or endamagement.
8. Wrongful occupation.
9, Wrongful detention.
10. Wrongful imposition of expense.
11. Wrongful hindrance of occupation.
12. Theft.
13. Fraudulent acquisition, under false pre-
tences. Sharping.
Embezzlement.
Extortion.
Non-payment of debts.

14,
15.
16.

OrpEr V. Offences against the Person and
Property.

If constraint be applied to the person of
the proprietor in the eommission of one of
the foregoing offences against property, there
results from it the following complex of-
fences: —

. Forcible interception of property.

. Forcible divestment of property.

. Foreible usurpation.

Forcible investment.

Forcible destruction or endamagement.
Forcible occupation of moveables.

. Forcible entry.

. Forcible detainment of moveables,

. Forcible detainment of immoveables.

. Robbery.

OrDER VI Offences against Condition.

A man’s condition in life is constituted by
the legal relation he bears to the persons who
are about him; that is, by duties, which by
being imposed on the one side, give birth to
rights or powers onthe other. These relations,
it is evident, may be almost infinitely diver-
sified. Some means, however, may be found
of circumseribing the field within which the
varieties of them are digplayed. 1In the first
place, they must either be such as are capable
of displaying themselves within the circle of
a private family, or such as require a larger
space. The conditions constituted by the for-
mer sort of relations may be styled domestic ;
those constituted by the latter, civil.

Domestic conditions are founded upon ratu-
ral relations, or upon relations purely legal.

SOENIO LI
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In the institution of purcly legal condi-
tions, the party favoured may be styled a
superior; and as both parties are members of
the same family, a domestic superior, with
reference to the party obliged ; whe in the
same case may be styled a domestic inferior,
with reference to the party favoured. These
domestic conditions have generally been con-
stituted by powers rather than rights.

If the power thus vested in the superior
be a beneficial one, and for his own advantage,
such superior is called a master, and the in-
ferioris called a servant. If it be for the sake
of the inferior, the superior is termed a guar-
dian, and the inferior bis ward.

The natural relations founded upon the
cohabitation of men and women, and upon the
fruits of their union, have served for a basis
upon which to fix their legal relations; that
is to say, the rights and obligations of the hus-
band and wife, of the parent and child.

These rights and obligations are the same
as in the preceding cases. The husband is in
certain respects the guardian, and in other
respects the master of his wife : the parent
is in some respects the guardian, and in others
the master of his children.

We come now to cwil conditions. These
it may well be imagined, may be infinitely
various: to make a complete enumeration of
them, would be to enumerate every possible
mode by which powers and nghts may be
established ; for to be subject to a certain
power, or to possess a certain right, is what
constitutes a civil condition.

This variety, or rather this infinity of con-
ditions, may however be reduced to three
classes: — 1. Fiduciary charge; 2. Rank; 3.
Profession.

A fidueiary charge takes place between
two or more interested parties, when, one of
the parties being invested with a power or &
right, is bound, in the exercise of this power
and this right, by certain rules, for the ad-
vantage of the other party. This relation
constitutes two conditions —the frustee, and
the trustor, called in lawyers’ language cestui
que trust.

Rank is often combined with the circum-
stance of a fiducial trust, but there are certain
cases in which it can be considered as alto-
gether distinet. The rank of knighthood is
constituted —how ? By prohibiting all other
persons from performing certain acts, the
performance of which is the symbol of the
order, at the same time that the knight in
question and his companions are permitted to
perform them ; — for instance, to wear a rib-
bon of a certain colour, or in a certain manner
—to call himself by a certain title— to use
an armorial seal with a certain mark upen
it. The law creates a benefit for these indi-
viduals, by subjecting all others to the nega-
tive duty of abstaining from these acts.

The condition of a professional man stands
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upon a narrower footing. To constitute this
condition there needs nothing more than a
permission given him on the part of the legis-
lator to perform those acts, in the perform.
ance of which consists the exercise of his
profession: to give or sell his advice or assis-
tance in matters of law or of physic—to give
or sell his services as employed in the exe-
cuting or overseeing of a manufacture or piece
of work of such or such a sort. The per-
mission in the greater number of cases is not
even expressly granted — the law merely does
not prohibit, &c.; but there are cases in
which the law, whilst it permits certain per-
sons to follow certain trades, prohibits those
who have not received the same permission.
This is called in certain circumstances mono-
poly — in others, privileged profession.

By forbearing to subject you to certain dis-
advantages to which it subjects an alien, the
law confers upon you the condition of natural
subject — by subjecting him to them, it im-
poses upon him the condition of an alien. By
conferring on you certain privileges or rights
which it denies to a roturier, the law confers
on you the condition of a gentilhomme — by
forbearing to confer on him these privileges, it
imposes on him the condition of a roturier.*

This analysis, which is only a sketch of
the subject, may serve to explain what is a
condition, and what offences may be com-
mitted against a condition. In order fully to
analyze all these offences, it would be neces-
sary to take cach condition separately, to
enumerate all its benefits, or all the charges
of which it is composed, and to show every
method by which it is possible to avoid those
charges, or to be deprived of those benefits.
But this process would lead to a great num-
ber of repetitions, for the avoidance of which
it will be more advisable to exhibit the dif-
ferent kinds of offences which are common
to all conditions, and afterwards the inciden-
tal offences peculiar to certain conditions,

Species of Offences against Condition.

1. Wrongful non-investment of condition.
2. .evereseen.. interception
3. ... ... usurpation
....investment
.... divestment cvenen
.... abdication
. refusal -
... imposition
veu sre oee .o disturbance of rights.
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Offences incident to conditions which imply
Powers.

10, Abuse of powers. .
11. Non-rendering of dae service.
12. Misbehaviour.

* The conditions themselves having nothing
that corresponds to them in England, it was ne-
cessary to make use of the foreign terms,
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13. Passive corruption.
14. Active corruption.
15. Peculation.

Offences incident to conditions whick impiy
Subordination.
16. Flight.

17. Disobedience.
18. Non-rendering of required services.

Offences incident to the Married Condition.
19, Adultery.
20. Polygamy.

SECOND CLASS.

Subdivision of Self-regarding Offences.

Self-regarding offences are, properly speak-
ing, errors, or acts of imprudence. We have
already seen, in examining the limits which
separate morals and legislation, that there are
strong reasons for not treating these offences
in the same manner as offences of the other
classes. To subject them to punishment,
would be for the laws themselves to cause a
greater evil than those which they would
pretend to prevent.

It is, however, useful to class these of-
fences. — 1. To show in general what are
the offences which ought not to be subject
to the severity of the laws; 2. That those
offences may be discovered with respect to
which exception should be made for particu~
lar reasons.

The subdivision of these offences is exactly
the same with that of private offences. The
evil which we may experience from others,
we may produce for ourselves.

Genera of Personal or Self-regarding
Offences.

OupER 1. Offences against the Person.

1. Simple corporal injuries — Ez. Fasting,
extreme continence, self-mortification,
intemperance.

2. Irreparable corporal injurics — Ez. Mu-
tilations, loss of members by negligence
or temerity, or in consequence of ex-
cess.

3. Simple mental injuries — Ex. Religious
fears arising from other causes than acts
hurtful to society; ennui from indo-
lence ; weakness of the intelleetual fu-
culties from excess or inaction.

s Ex. Privations or ascetic

4. Restriction bl

. ' 2 practices in consequence of

5. Constraint. 3 religious vows.

[Ex. Oolr_lsyrainel(ll abode

. in a religious house in

6. Banishment, ! consequence of monastic

g‘ Ién;prg:!onme:t. vows—foreed pilgrimage

- onlinement. | i, consequence of reli-
gious vows.

9. Suicide. — Death in consequence of a
challenge given or accepted.
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OrpEr I Offences against Reputation.
1. Indiscreet imprudent confessions.

2. Invectives against one’s self.

3. Neglect of reputation.

Orper II1. Offences against Reputation and
Person.
1. Loss of virginity before marriage.
2. Indecent practices in sight of another.

Onper IV. Offences against Property.
1. Waste of his own property.
2. Neglect of the means of acquisition.
3. Prodigality, Ez. gaming.
4. Burthensome acquisition.
5. Imprudent agreement.

Ozrper V. Offences against Person and Pro-
perty.
1. Mutilation which prevents the exercise
of a profitable trade.
2. Diseases brought on by intemperance or
excess, and which are productive of expense
and loss.

Orper VL Offences against Condition.

1. Investment with a condition injurious
to one’s self ; — improvident marriage.

2. Divestment of a condition beneficial to
one’s self ; — rash divorce.

THIRD CLASS.
Subdivision of Semi-public Offences.

It is neither an evi] which is past, nor one
which is present, which can constitute a se-
mi-public offence. If the evil were present
or past, the individuals who had suffered, or
were suffering from it, would be assignable :
it would become a private offence. What,
then, is the evil which counstitutes a semi-
public offence ? It is a future evil; that is
to say, an evil not yet realized, but which is
probable, and takes the name of danger.

This danger may threaten all the points in
which an individual can suffer. Hence the
subdivision of offences of this class must be
the same with that of private offences.

OrpEr 1. Semi-puizlic Offences against the

Person.
. Ez, 1. Manufactures
L S:l:il:e?rporal injuriousto thehealth.
J 4 2. Sale of unwhole-

2. Irreparable cor- s
poral injuries, sgﬂ?mé 3. Artifi-

3. Simple mental injuries. — Ez. Exposure
of ulcers or disgusting diseases; ob-
scene exhibitions; false reports of dis-
asters in time of war, or other public
misfortunes; publication of frightful
tales of sorceries, ghosts, vampires, &c.

4. Menaces. — Placards, writings; letters
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containing threatsagainsta certain class,
profession, party, sect, &c. &c.
Ex. Speeches, hand-bills,
placards designed to con-
strain or restrict indivi~

5. Restriction. ] g 0 oh regard to ac-

6. Constraint. tions in themselves left
free, asilluminations, pro-
cessions, assemblies, &c.
Ez. Communication in-

7. Banishment. | terrupted by the destruc-

8. Confinement. | tion of roads, bridges,

innsg, &c.
9. Imprisonment.— There is no offence cor-
responding with this in the third class.
10. Homicide.— Ez. Murder committed in a
party quarrel (a private offence with
regard to the individual, a semi-public
offence with regard to the party.)

Orper 1L Offences against Reputation.

1. Defamation.— Ez, Criminal or dishonest
proceedings attributed to certain classes,
as protestants, catholies, monks, &e.

2. Invectives.— Ez. Speeches, writings,
prints tending to express hatred or con-
tempt against a certain class of indivi-
duals without resl and clearly ascer-
tained cause.

Orper 111 Offences against Person and
Reputation.

There are no offences corresponding with
this order in this class,

OrpEer IV. Offences against Property.

The same denominations as for private
offences. Anoffence is semi-public— 1. When
the thing, or the service which it affects, be-
longs in common to societies of individuals,
or to the officers of an entire elass ; 2. When
the number of persons hurt, or exposed so to
be, is too great for the individual to be held
liable to render a separate account to each
one; as in the case of a fraudulent lottery,
false reports affecting the public funds, &,

OrpER V. Offences against Person and
Property.

List of physical calamities —

1. Collapsion or fall of large masses of so-
lid matter, such as decayed buildings, rocks,
masses of snow, and mines.

2. Inundation.

3. Drought.

4. Tempest.

5. Conflagration.

6. Explosion.

7. Earthquake.

8. Pestilential winds.

9. Contagious maladies.

10. Famine and other species of dearth.
11. Evils produced by destructive animals,
beasts of prey, locusts, ants, insects, &c.
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12. Evils produced by children, maniacs,
wdiots, &e.

An individual may be guilty of an offence
of this kind — 1. In as far as any imprudent
act of his may contribute to give birth to any
of these calamities, as by breaking quaran-
tine, by importing merchandise from infected
places, &c. 2. In as far as he may fail to do
what he ought to do towards preventing
them, such failure may be an offence.

N.B. These calamities do not always fall
upon the person and property, so that these
offences do not exactly correspond with those
of the fifth order ; but this is most frequently
the case.

OrDER VI. Offences against Condition.

Offences against the matrimonial condition:
Ex. Attacking the validity of marriage among
persons of a certain class or religious sect, as
Protestants, &c.

Offences against the parental or filial con-
dition : Ex. Attacking the legitimacy of chil-
dren bornin a certainclass, as Protestants, &ec.

Offences against civil conditions are all in
one sense semi-public, inasmuch as the pos-
session of a certain condition belongs to a
certain class,

FOURTH CLASS.
Subdivision of Public Offences.

The offences by which the public interest
may beaffected,are of veryvarious and complex
kinds. The following subdivision is incom-
plete, but an attempt to make it complete,
by following out the exhaustive method,
would have been too wearisome. Upon the
present occasion, one of the great difficulties
presented by the subject arises from the fact,
that many offences of this class have not yet
received names, and that a recurrence to long
and obscure periphrases would therefore be
rendered necessary.

The science of legislation being extremely
imperfect, the nomenclature cannot be good ;
and with a bad nomenclature, it is not pos-
sible to make a good distribution.

Orper L Offences egainst External Security.

Such offences as have a tendency to expose
the nation to the attacks of a foreign enemy :

1. Treason, either negative or positive, in
favour of foreign enemies.

2. Espionage in favour of foreign rivals,
not yet enemies.

3. Injuries to foreigners at large, including
piracy.

4. Tnjuries to privileged foreigners, such as
ambassadors.

Ozrper II. Offences against Justice.

The direct object of the tribunals ought
to be to maintain the laws, that is to say to
punish those offences which violate them,

SUBDIVISION OF PUBLIC OFFENCES.
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Offences against justice are of two sorts —
I. Those which may be committed by tle
officers of justice in opposition to their dutics.
II. Those which may be committed by
other persons, in opposition to, or to mislead
the tribunals.
1. Improper exercise of judicial office.
2, Abuse of judicial power.
3. Usurpation of judicial power.
4. Collusion, syn. corruption on the part
of judicial officers.
5. Peculation by judicial officers.
6. Exaction, syn. extortion on the part of
judicial officers.
7. Non-rendering of services due to judicial
officers.
8. Non-denouncing of offences to judicial
officers.
9. Disobedience to judicial orders.
10. Contumacy.
11. Breach of banishment.
12. Prison breach.
13. False oaths, syn. perjury.
14. Rebellion against justice.
15. Disturbance of judicial powers.
16. Judicial vexation.

OrpER 1IL. Offences against Police.

Police is in general a system of precaution,
cither for the prevention of crimes or of ca-
lamities. 1t is destined to prevent evils and
provide benefits.

The acts which oppose the police, or which
oppose the precautions which it institutes,
form as many offences as there are kinds of
precautions ; but as their nature is varied ac-
cording to times and circumstances, s0 must
the particular enumeration of them be.

The business of police may be distributed
into eight distinct branches: —

1. Police for the prevention of offences.

2. Police for the prevention of calamities.

3. Police for the prevention of endemic
diseases.

4. Police of charity.

5. Police of interior communications,

6. Police of public amusements.

7. Police for recent intelligence and in-
formation.

8. Police forregistration, for preserving the
memory of different facts interesting to the
publie, such as births, marriages, deaths, po-
pulation, number of bouses, situation and
qualities of different properties, contracts, of-
fences, procedure, &c.

ORrDER IV, Offences against the Pubkc Force.

Such offences as have a tendency to op-
pose or mislead the operations of the military
force destined for the protection of the state
either against its enemies from without or
from within, which the government could
not overcome without an armed force.

1. Offences affecting the titles and func-
tions of military officers.
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2, Desertion.

3. Offences affecting the several gorts of
things appropriated to the purposes of war:
such as arsenals, ammunition, military maga-
zines, fortifications, dock-yards, ships of war,
and so forth.

OrpER V. Offences against the National
Wealth.

The pational wealth is the total of the
wealth of all the nation. Those acts which
tend to diminish the wealth of individuals,
tend to diminish the national wealth. But
what are the specific offences— what are the
actions of this kind, which ought to be pro-
hibited? The science of politieal economy
leads to the conclusion, that government
ought only to interfere for the protection of
individuals in the acquisition and enjoyment
of property, and seldom to direct as to the
manner of acquiring and enjoying ; the great-
est obstacles to the increase of national wealth
having almost always been found in those
laws which have sought to increase it.

The most conspicuous offences df this order

e —
1. Idleness.
2. Prodigality.

Orper VI. Offences against the Public
Treasure.

Such acts as have a tendency to diminish
1e public revenue, by opposing its collection,
¢ misdirecting the employment of the funds

uestined to the service of the state: —

1. Non-rendering of services.

2. Non-payment of taxes — smuggling.

3. Destruction of the goods of the commu-

nity, roads, public buildings, &c.

Thestate, considered collectively, may have
possessions, and consequently suffer in these
nossessions, in the same manner as an indivi-

'ual,

OrpER VII, Offences against Population,

Such offences as tend to diminish the num-
er of members in the community : —
1. Emigration,
2. Suicide.
3. Prevention of births.
The influence of these things upon popu-
ation has at all times been nearly impercep-
tible; the amount of population baving, in
early all eircumstances, been found to corre-
.pond with the means of subsistence.

Orper VIIL Offences against the Sove-

reignty.

It is hardly possible to describe these of-
tences, unless the constitution to which they
vefer have been previously 1aid down. There
are many constitutions in which it is difficult
‘o resolve the question, Where does sove-
~eign power reside?
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The following is the simplest idea which
can be formed of it. ‘The collective name of
the government is commonly given to the
total assemblage of persons charged with the
different political functions, There is com-
monly in the state one person, or a body of
persons, which assigns and distributes to the
members of the government their depart-
ments, their functions, and their preroga-
tives — which exercises the legislative power
-~ which directs and superintends the admini-
strative power. The person or the body which
exercises this supreme power, is called the
sovereign. Offences against the sovereignty
are those which tend to oppose or mislead
the operations of the sovereign, those things
which cannot be done without opposing or
misleading the operations of the different
parts of the government.

1. Rebellion, offensive or defensive.

2. Political defamation — political libels.

3. Conspiracy against the person of the
sovereign, or the form of government.

OrDER IX. Offences against Religion.

For combating every species of crime
which can be committed by man, the state
has only two great instruments —rewards
and punishments : — punishments applicable
everywhere, and on all ordinary ocecasions —
rewards necessarily reserved to a small num-
ber of extraordinary occasions. The distri-
bution of rewards and punishments is often
opposed or misdirected, or rendered useless,
because the state has neither eyes which can
see everything, nor hands which can attend
to everything. Religion is calculated to sup-
ply this deficiency of human power, by in-
culeating upon the minds of men the belief
that there is a power engaged in supporting
the same ends, which is not subject to the
same imperfections. It represents the Su-
preme Invisible Being as disposed to maintain
the laws of society, and to reward and punish
according to infallible rules, those actions
which man has not the means of rewarding
and punishing. Everything which serves to
preserve and strengthen in the minds of men
this fear of the Supreme Judge, may be com-
prehended under the general name of Religion;
and for the purpose of clearness of discourse,
we may often speak of religion as if it were
a distinet being, an allegorical personage, to
whom certainfunctionsare attributed. Hence,
to diminish or pervert the influence of Reli-
gion, is to diminish or pervert, in the same
proportion, the services which the state might
derive from it, for the repression of crime or
the encouragement of virtue. Everything
which tends to weaken or mislead the ope-
rations of this power, is an offence sgainst
Religion.*

* To prevent objections, I remark here, that
religion is here only considered as an object of
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Offences which tend to weaken the force
of the religious sanction are —

1. Atheism,

2. Blasphemy.

3. Profanations — syn. actions directed
against any object of religions worship.

Offences which tend to pervert the em-
ployment of the religious sanction, may be
comprehended under the name of caco-theism,
and are divisible into three branches ; —

1. Pernicious dogmas : dogmas attributing
tothe divinity dispositions opposed to the pub-
lic welfare ; for example, that he has created
sources of suffering in greater abundance than
sources of pleasure: dogmas imposing mis-
seated, excessive, or useless punishments:
suborning dogmas, which grant pardon where
punishment hasbeen deserved, and which offer
rewards for actions which deserve none, &c.

2. Frivolous dogmas: dogmas which respect
belief alone, and from which no moral good
is derivable, and from which many ill effects
result between those who admit and those
who reject them.

3. Absurd dogmas : another means of at-
tributing malevolence to the divinity, making
him the author of an obscure and unintelligible
system of religion.

Caco-thewsm has been productive of atro-
cious crimes. It has degraded the populace,
persecuted the wise, and filled the minds of
men with vain terrors; has forbidden the most
innocent pleasures, and is the most dangerous
enemy of correct morals and legislation. Pu-
nishments directed against the propagators of
these errors would be well descrved, for the
evil which results from these errors is real :
but such punishments would be inefficacious,
superfluous, and ill-adapted. There 15 but
oneantidote to these poisons — thatis, truth.
These dogmas, once exposed as false, cease to
be pernicious, and are only ridiculous. The
opinion which supports them ought to be at-
tacked like every other opinion. Itis not the
sword which destroys errors, but the liberty
of examining them. Persecution for opinion’s
sake exhibits the monstrous union of folly
and tyranny.

The same things must be admitted with
respect to atheism, though atheism may be an
evil in comparison with a system of religion
conformable to the principle of utility, con-

political utility, and not with reference to its
truth ; whilst as to the effects of religion in pre-
paring us for a better life, or giving us an assu-
rance of its possession, — these are points from
which the legislator can draw no assistance.

It is better to say, an offence against religion,
the abstract entity, and not an offence against
God, the self-existing Being. For in what man-
ner can a feeble mortal injure the Eternal, and
affect his happiness! In what class shall this of-
fence be ranked ? Could it be an offence against
his n ? his property ? his reputation ? or his
condition ?
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soling the unhappy, and propitious to virtue.
Yet it is not necessary to punish atheism:
the moral sanction is sufficient for its con-
demnation. An opinion only is here stated,
but the proofs of that opinion will be pro-
duced elsewhere.

CHAPTER VIL
ADVANTAGES OF THIS CLASSIFICATION.

OmITTING others of minor importance, the
following appear to be the principal advan-
tages of this classification : —

1. 1t is the most natural, that is to say, the
most easy to be understood and remembered.
In what does a natural elassification consist ?
In reference to a given individua), it is that
which first presents itself to his mind, and
which he comprehends with the greatest fa-
cility. Hence, when an individual invents a
classification for himself, it appears, and is,
in respect to himself, the most natural one.
But with reference to men in general, the
most natural classification is that which pre-
sents objects to them according to their most
striking and interesting qualities. Now there
is nothing more interesting or striking to a
sensible being, than human actions considered
in reference to the mischief which may result
from them to himself or others.

2. This classification is simple and uniform,
notwithstanding the multiplicity of its parts,
because they are all analogous, one following
the other, allowing the bonds which connect
them, and their points of contact and resem-
blance, to be perceived at the first glance.

To know the first class, is to know the
second and the third, The fourth rests upon
the same foundation, though the points of con-
nexion are less apparent than in the others,
If the offences of the first three classes were
not mischievous, those of the last would not
be so either.

3. This classification is best adapted for dis-
course; best adapted for announcing thetruths
connected with the subject,

In every species of knowledge, disorderin
language is at once the effect and the cause
of ignorance and error. Nomenclature can
only be perfected in proportion as truth is
discovered. It is impossible to speak cor-
rectly, unless we think correctly; and it is
impossible to think correctly, whilst werds
are employed for registering our ideas, which
words are so constituted that it is not pos-
sible to form them into propositions which
shall not be false.*

* When a nomenclature has been formed re-
specting a collection of things before their nature
is known, it is impossible to draw from it any
general propositions which will be true, Take
oils, for example : under the same name of oils
have been comprehended oil of olives and oil
of almonds, sulphuric acid and carbonate of pot.
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4. 'This classification is complete. Thereis
no imaginable law to which it is not possible
by its means to assign its proper place. If
this law be directed against an action mis-
chievous in any kind of manner whatsoever:
if it be a capricious law—a mischievous law,
it will alsohave itsplace, but it will be among
acts which are mischievous — it will be itself
classed among offences.

5. It displays intention. It is so contrived
that the very place which any offence is made
to occupy, suggests the reason of its being
put there. It serves to indicate not only that
such aud such acts are made offences, but wiy
they ought to be so. By this mcans, while it
addresses itself to the understanding, it re-
commends itself in some measure to the affec-
tions. By the intimation it gives of the nature
and tendency of each obnoxiousact, it accounts
for, and in some measure vindicates the treat-
ment which it may be thought proper to be-
stow upon that act in a way of punishment.
To the subject, then, it is a kind of perpetual
apology, showing the necessity of every defal-
cation, which, for the security and prosperity
of each individual, it is requisite to make from
the liberty of every other. To the legislator,
it is a kind of perpetual lesson, serving at
once as a corrective of his prejudices, and as
a check upon his passions, Is there a mis-
chief which has escaped him ?—in a natural
arrangement, if at the sametime an exhaustive
one, he cannot fail to find it. Is he cver
tempted to force innocence within the pale of
guilt ?—the ditficulty of finding a place for it,
advertises him of his error. An imaginary
crime cannot escape among a crowd —it can-
not be classed under such a methodical ar-
rangement. Such are the uses of a map of
universal delinquency laid down upon the
principle of utility ;—such the advantages
which the legislator as well as the subject
may derive from it. Abide by it, and every~
thing which is arbitraryin legislation vanishes,
An evil-intentioned or prejudiced legislator
durst not look it in the face. He would pro-
scribe it, and with reason : it would be a satire
upon his laws.

6. This classification is universal. Governed
as it is by a principle which is recognised by
all men, it will serve alike for the jurispru-
dence of all nations. In a system of law
framed in pursuance of such a method, the

ass, — What true propositions can be deduced
!e:gecting the delicta privata and the delicta
publica, the delicta publica ordinariq and the
delicta publica extraordinariu, established by
Heinecciusin expla.inix:ﬁ the Roman laws ? What
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language would serve as a glossary, by which
all systems of positive lawmight be explained,
while the matter would serve as a standard
by which they might be tried. Thus illus-
trated, the practice of every nation might be
a lesson to every other, and mankind might
carry on a mutual intercourse of experiences
and improvements as easily in this, as in every
other walk of science.

It might thus possess a utility independent,
of the use which might be made of it by the
governments of the world. If the different
penal laws in the world were arranged ac-
cording to this method, all their imperfections
would become visible: without argument re-
specting them, they would be discovered by
inspection. Here would be offences omitted,
there imaginary offences; here redundant laws
containing numerous descriptions of different
kinds of theft, or personal offences, &c. in-
stead of one general law. This classification
would therefore prove, in legislative science,
what instruments of comparison, such as the
barometer and thermometer, have been found
in physical science.

I must, however, recur to the principal
advantage of this classification. Under it all
offences of the same class are ranged under
the same head, in virtue of some common
quality which unites and characterizes them.
Offences which compose one class have there-
fore among them like properties; and they
have, at the same time, propeities differing
from thosc of offences of a different class.
It hence resnlts, that it 1s possible to apply
general propositions to each of such classes,
which may serve as the characteristies of
such classes.

A collection of these characters it may
here be proper to exhibit. The greater num-
ber of them we can bring together, the more
clearly and fully will the nature of the seve-
ral classes, and of the offences of which they
are composed, be understood.

Characters of Class 1—composed of private
offences, or offences against assignable indi-
viduals :—

1. When arrived at their last stage (the
stage of consummation) they produce, all of
them, a mischief of the first as well as of
the second order.

2. The individuals whom they affect in
the first instance,* are constantly essignable.
This extends to all——to attempts and prepa-
rations, as well as to such offences as have
arrived at the stage of consummation.

3. They will admit of compensation.

4. They admitt also of retaliation.

can be deduced from the felonies, the pr
nires, the misdemeanours of the English faws?—
from the penal cases, the civil ¢ases, the private
and the public d&'t;nws oﬁ all laws? These are
objects composed of such disproportionate parts,
of words reterring to such heterogenous th};:gs,
that it is impossible to form respecting them any
gencral proposition.

* That is, their primary mischief.

4+ Admit.l I mean, that retaliation is capable
of being :IPP ied to the cases in question, not that
it ought always to be employed. Nor is it capable
of being applied in every individual instance of
each offence, but only of some individual instance
of each species of offence.
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5. There is always some person who has
a natural and peculiar interest to prosecute
them.

6. The mischief they produce is obvious.

7. They are everywhere, and must ever be
obnoxious to the censure of the world,

8. They are less apt than semi-public and
public offences, to require different descrip-
tions in different states and countries.

9. By certain circumstances of aggrava-
tion, they are liable to be transformed into
semi-publiec, and by certain others, into pub-
lic offences.

10. In slight cases compensation given to
the individual affected by them, may be a suf-
ficient ground for remitting punishment ; for
if the primary mischief has not been suffi-
cient to produce any alarm, the whole of the
mischief may be cured by compensation.

Characters of Class 2—consisting of SeELF-
REGARDING offtnces — offences against one’s
self': —

1. In individual instances, it will often be
questionable whether they are productive of
any primary* mischief at all; secondary, they
produce none.

2. They do not affect any other indivi-
duals assignable, or not assignable, except in
as far as they affect the offender himself,
unless by possibihity in particular cases; and
in a very shight and distant manner they af-
teet the whole state.

3. They admit not, therefore, of compen-
<ation.

4. Nor of retaliation.

5. No person has naturally any peculiar
interest to prosecute them, exeept in as far
as, in virtue of some connexion he may have
with the offender, either in point of sym-
pathy or interest, a mischief of the derivative
kind may happen to devolve upon him.

6. The muschief they produce is apt to be
unobvious, and in general more questionable
than that of any of the other classes.

7. They are, however, apt many of them
to be more obnoxious to the censure of the
world than public offences, owing to the in-
fluence of the two false principles of ascetism
and antipathy.

8. They are less apt than offences of any
other class, to require different deseriptions
in different states and countrics.

9. Among the inducements to punish them,
antipathy against the offender is apt to have
a greater share than sympatby for the pub-
he.

10 The best plea for punishing them is
founded on a faint probability therc may be,
of their being productive of a mischief, which,

® Because the person who in general is most
likely to be sensibli); of the mischief (if there be
any) in the offence, viz. the person whom it most
affects, shows by his conduct that he is not sen-
sible of it.
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if real, will place them in the class of public
offences, chiefly in those divisions which are
composed of offences against population, and
offences against the national wealth.

Characters of Class 3— composed of semi-
puBLIC offences, or offences affecting a whole
subordinate class of persons: —

1. As such, they produce no primary mis-
chief. The mischief they produce, consists
of one or other or hoth branches of the se-
condary mischief produced by offences against
individuals, without the primary.

2. The persons whom they affect in the
first 1nstance, are not individually assign-
able.

3. Offences of this class are apt, however,
to involve or terminate in some primary mis-
chief of the first order, which, when they do,
they advance into the first class, and become
private offences.

4. They admit not of compensation.

5. Nor of retaliation.

6. There is never any one particular in-
dividual whose exclusive interest it is to
prosecute them. A circle of persons may
however always be marked out, within which
may he found some who have greater interest
to prosecute, than any who are out of that
circle have.

7. The mischief they produce is in general
pretty obvious, but less so than that of pri-
vate offences.

8. They are rather less obnoxious to the
censure of the world than private offences.

9. They are more apt than private and selfs
regarding offences, to require different de-
scriptions in different countries, but less so
than public ones.

10. There may be ground for punishing
them before they have been proved to have
occasioned, or to be about to occasion mis-
chief to any particular individual. The ex-
tent of the evil makes up for the uncertainty
of it.

11. In no cases can satisfaction given to
any particular individual affected by them,
be a sufficient ground for remitting punish-
ment ; for by such satisfaction, it is but a
part of the mischief of them that is cured.

Characters of Class 4 — consisting of PUB-
1.1c offences, or offences against the state in
general : —

1. As such, they produce not any primary
mischief ; and the secondary mischief they
produce, which consists frequently of danger
without alarm, though great in value, is in
specie very indeterminate.

2, The individuals whom they affect in the
first instance are constantly unassignable,
except in so far as by accident they happen
to involve or terminate in offences against
individuals.

3. They admit not of compensation.

4. Nor of retaliation.
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5. Nor is there any person who has natu-
rally any particular interest to prosecute them,
except in as far as they appear to affect the
power, or in some other manner the private
interest of some person in authority.

6. The mischief they produce is compara-
tively unobvious. .

7. They are comparatively little cbnoxious
to the censure of the world.

8. They are more apt than any of the other
classes to admit of different descriptions in
different states and countries,

9. They are constituted in many cases by
some circumstances of aggravation, supei-~
added to a private offence, They are, how-
ever, even in such cases, properly ranked ag
public offences, inasmuch as the mischief they
produce, in virtue of the properties which ag-
gregate them to that class, eclipses and swal-
lows up those which they produce in virtue
of those properties which aggregate them to
the first class.

10 and 11. These characters are the same
as in the case of semi-public offences.

CHAPTER VIIL
TITLLS OF THE PENAL CODE.

‘THESE may be distinguished into particular
and general titles.

Each head of offence constitutes a particu-
lar title.

Those arc called General titles, under which
matters which belong in comumon to a great
part of the particular titles are contained.
The first advantage is — repetitions avoided;
the sccond advantage — views extended and
confirmed.

The following is the catalogue of the ge-
neral titles which ought to be treated of in
the penal code: —

1. Of persons subject to the law.

2. Of negative and positive offences.

3. Ol principal and accessory offences.

4. Of co-delinquents — that is, associates
in committing crimes.

5. Of grounds of justification.*

6. Of grounds of aggravation.

7. Of grounds of extenuation,

8. Of grounds of exemption.

9. Of punishments.

10. Of indemnification, and other sansfac-
tions to the party injured.

With respect to the particular titles, they
are all formed upon the same model: if the
first is known, all the others are known
also.

Here follows an example : —

* Grounds ; that is to say, circumstandes which
affect the necessity of punishment—which render
it greater or less, or altogether unnccessary, =
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Trree 1. Of Simple Corporal Injuries.
SECTION I PRINCIPAL TEXT.

There is simple corporal injury, when, with-
out lawful cause(*) an individual has caused (*)
or contributed to cause to another, () suffer-
ing or corporal uneasiness, (¢)which is not fol-
lowed by any ulterior (¢) corporal evil.

SECTION Il. MEANS OF PUTTING AN END
TO THE OFFENCE.

1t is here that the following matters should

(2) without lawful cause.] This requires a re-
ference to the general head of grounds of justifi-
cation,

(©) caused.} It is of no consequence, either in
what manner, or by what means, the mischief
has been done—whether the person have been
beaten or wounded with or without mstruments,
— whether it have been occasioned by a stone or
other solid body — by a current of air or other
liguid — by water, hight, heat, or electric matter
directed against the party injured — or by pre-
senting some disgusting or hideous object to the
touch, the taste, the smell, the hearing, or the
sight — or by administering, by force or other-
wise, a drug producing vomiting, fainting, or
other inconvenience.

It is of no consequence that the means em-
ployed have been indirect; for example, whether
a dog or any other animal have been employed
as the instrument, or whether, by false insmua-
tions or other arufices, an innocent person, or
even the individual hinself, have been employed
for the same purpose ; as1f hehave been persuaded
to walk into a trap or a ditch which had been
concealed ; or voluntarily to expose humself to
the action of causes injurious to his health.

The oftence may be equally committed by re-
moving the remedy of which he would stand in
need agast some approaching evil of the same
nature : as, for example, if foed be removed from
the reach of a man pressed with hunger — if the
medicines of a sick man are taken away.*

{©) another.] Refer to the title which treats of
self-regarding offcnces, which corresponds to this
species of private offences.

Refer also to the title which treats of semi-
pubhc offences of the same kind; trom which it
would De proper to refer again to the different
codes established for the regulation of trade and
manufactures, from the abuse ot which suffering
may result, corporal uneasiness or danger to per~
sous not assignable, — such as those relatmg to
innkeepers, tallow-chandlers, tanners, distillers,
braziers, &c.

4) uneasiness.] It is of no consequence that the

int of contact which is the cause of it is slight.

t suffices for its production that it takes place
against the will ot the party injured. Hence the
evil of this offence may vary, trom the slightest
uneasiness to the most extreme torture,

(¢) witerior.] If any ulterior damage accrue,
it must be referred to sotre other title of offences,
as irreparable corporal injuries — imprisonment,
&c. — Refer to the Table of Offences.

* That these details are too particular, is an
objection which requires proof. a‘he necessity of
those things which some would consider as mis
nute may be easily proved,
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be placed, that reference may be made to
them : —

1. Right or power of resistance against an
unjust attack.

2. Right, or power and obligation, to lend
assistance to another against an unjust attack.

3. Right, power, and obligation to the of-
ficers of police to lend assistance.

4, Right and obligation for individuals to
eall for the assistance of the officers of police
to cause an unjust attack to cease.

Punishments. — 1. Fine () at option (*)
aud discretion (*), which shall not exceed the
th (1) part (") of the property of the de-
linquent.

2. Imprisonment () at option and discre-
tion, which shall not exceed the term (for ex-
ample) of one year. (%)

3. Security for good conduct () at option
and discretion.

4. In serious cases (), banishment from the
presence (%) of the wnjured party for a time
or for ever,

5. Costs of suit at option and diseretion.

As many letters, so many references fo dif-
ferent sections of the general title of punish-
ments. There, forexample, wouldbe explained
the expressions at option and discretion. At
option is a coneise phrase for expressing that
1t is lawful for the judge to employ or not to
employ this punishment. At discretion, sig-
nifics that the judge ought to employ a cer-
tain quantity of this pumshment, but that he
may employ so much or so little as he may
judge proper, provided that he keep within
the limits prescribed by the general rules
under the title of punishments.

Indemmifications. — As to what regards in-
demnifications, reference may be made to the
general title which treats of them ; reserving
the details of those particular dispositions
which may be judged convenient, for this
place.

It 18 here that reference may be made to pro-
cedure. Procedure ad compescendum, which
consists in putting an end to an offence, can
have no place here, unless the crime be com-
plicated with one of those which attack the
liberty of the person.

Procedure ad puniendum et ad satisfacien-
dum, are the two branches of which the ap-
plication is the most universal, especially the
first.

Whilst as to procedure ad preveniendum,
relcrence should be made to the general title
of punichments, which treats of security to
be required for good conduct.

Reference to the title Grounds of Exemp-
tion.

Reference to the title Grounds of Aggra-
vation.

1 place— 1. The grounds of aggravation,
which do not cause the offence to be referred
to another name ; 2. Those which add to it
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the qualities designated by sone appellation
of the same class; 3. Those which transfer
it to the class of semi-public offences; 4.
Those which transfer it to the class of publie
offences.

Reference to the Grounds of Extenuation.

If there be in an offence any circumstance
of aggravation, the quantity of the ordinary
pumshment may be in consequence increased,
or an ulterior punishment of a different kind
may be permitted. This new punishment may
be called by the technical name of extra pu-
nishment. In the same manner, in the case
of extenuation, there might be established an
infra punishment.

Another Ezample : — In order to continue
to give an idea of the plan, let us take an
example from among offences which relate to
property. Here a new order of things pre-
sents 1tself. That which has been considered,
appeared only to relate to what is penal ~
the following article will recal the idea of the
civil cede. We must not, however, forget
that an offence is still under consideration.

I choose waste, as presenting the most
simple case.

PRINCIPAL TEXT,

There is injurious waste, when, without
lawful cause (*), an individual destroys, or
contributes (°) to destroy or injure (%) a
thing (%) of some value. (¥)

In order to simplify the case, Ileave out
that part which concerns evil intention: —
hence, in the supposition, the hurtful act only
draws the quality which renders it punishable
from some inadvertency, or some error in
what respects the right.

(®) lawful cause.] Here to the ordinary grounds
of justification, it is necessary to add a new one
__pmpertﬁ m the thing. But what is this pro.
perty ? — how shall.it be shown that it is pos-
sessed ? Here, then, a reference to titles toproperty
is necessary.

(C} contributed.] the same reference.
. {Y) to destroy or injure.] To destroy a thing,
is entirely to deprive it of those properties, m
virtue of which it may be useful to man: to in.
Jjure, is partly to deprive it of these s}uallties. If,
instead of the properties which are altogether de-
stroyed, it becomes possessed of others of less
value, this amounts to the same thing.

. Destruction and injury differ only in the quan-
tity of the value destroyed.

Destruction is injury carried to its completion
— injury is partial destruction.

(¢) thing.] Reference to the general title which
treats of things and their kinds.

N value.}ult is of no consequence whether it
be a thing which possesses a commercial value —
that is to say, whether it be of a nature to be use.
ful to a great muititude of persons without dis.
tinction, as for example, eatables...or whether it
haveonlya i value, which wounld be use.
ful only to a certain individual ; for example, a
paper on which he had made notes which were
only useful to himself,
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1t is of no consequence whether the value
be constant or occasional, provided, at the
time of its destruction, it possessed an actual
value, or would have had it in future: as, if
it were a fence which preserved a plantation,
or a bauk of earth raised for a momentary
service.

In following out the plan, the meaning of
the word value would be explained in such
manner that it will not be doubtful whether
it extends‘'to & value which does not exist,
except by reference to a certain place as a
boundary ; to that which arises only from
agreement, as a paper which contains a con-
tract; to that which is only representative,
that is to say, which is nothing except as a
means of procuring a thing, whose value is
intrinsic; to that which is nothing except in
relation to the public— as a writing proving
that a certain individual is subjected for the
public good to a certain obligation.

Of some value.] The value of a thing may
be reputed as nothing, wheu it is such that it
may be presumed thata person ofany humanity
ar politeness would voluntarily give it up to
whosoever would take the trouble to ask for
it, and to take it; for example, the gleaning
after the harvest, the wild fruits, the hedge
nuts, &c.

But to destroy this presumption, any act
on the part of the proprietor, which shows
that he intends to refuse this permission,
either to the public at large, or to any indi-
vidual in particular, is sufficient

Such is theplan: the other sections should
correspond with these.

CHAPTER IX,
FIRST GENERAL TIYLE OF THE CIVIL CODE,*

Of Tlings.

WE begin with things. Robinson Crusoe is
represented as living many years, without
exercising his power over persons. He could
not have been so long without exercising his
power over things.

The species into which things may be di-
vided arc innumerable, and there is not one
of them which may not full under the cog-
nizance of the law; since all the productions
of art, all the objects in nature, are comprised
within its domain. If it were necessary to
mention each separately, the Encyclopedia
itself would only form one chapter of legis-
lution. But in this immensity, we have occa-
sion only to notice those things respecting

* The nine following Chapters might have been
gheed among the Prenciples of the Civil Code,
ut a3 the objects are therein considered in an
abstract and scientific manner, 1 have thought it
better to insert them in this part of the work,
arluch is, 80 to speak, the skeleton of jurispru.
eRee.

VIEW OF A COMPLETE CODE OF LAWS.

[CH. IX.

which the law has established differences in
the manner of acting with regard to them —
those things which have served it as a foun-
dation upon which to build obligations and
rights. By means of certain general divisions,
we shall be able easily to govern this vast
subject. We shall arrange them according to
their source, their employment, and their na-
ture.

Division 1. Things are either natural or
artifictal.—To the first head may be referred
those things to which their respective names
may be applied when in the condition in
which they come from the hands of nature,
before they have been modified by the labour
of man; that is to say, the earth, its different
parts, and the productions to which it gives
birth., Under the name of artificial or fac-
titious, those may be comprehended which
only acquire their respective names in virtue
of qualities given them by human labour.
Hence, s field, though cunltivated——a vine,
though planted ——even a live hedge, would
be natural things. A house, a wine-press, a
dead hedge, would be artificial things. These
two classes will meet in an infinity of points,
and there 13 no fixed line of demarcation by
which to separate them. 8till, a linc of de-
marcation will be absolutely necessary in a
code of laws. It is necessary to have one
among those objects with which the law in-
termeddles for the sake of peace; without
it, disputes would be interminable. The line
will be more or less arbitrary, but this is of
no consequence, provided that it exist,

Division II. Things moveable and things
immoveable.— Another positive line of demar-
cation. Houses are generally immoveable.
But they have been made of wood, and of
iron, and have traversed along the roads.t
Like the Scythians of old, the Tartars of our
days are only lodged in this manner. Ships
are houses. Some ships are little floating
towns. Mountains and hills sometimes slip
down, Large tracts of land have changed
their sites, Such events are common in vol-
canic countries, To these ravages of nature
the scourge of chicanery too often succeeds,
and sits down among the ruins to dispute
their possession.

Division 1II. Things employable and things
eonsumable.——The first may be used without
changing their form ;—the second cannot be
used without being destroyed. To the first
head may be referred houses, vessels, &c. ;—
to the second, eatables and drinkables, &c.
The latter are the things fungpble of the
Roman law. Take another step, and we shall
find ourselves stopt short for want of a line
of demarcation. This wood, which may serve
either for building a house, or warming an

+ Doctor Fordyce built one which he sent to
the Antilles, It was made of pasteboard and

paper.




Ca IX.}]

oven ; this ox, which may draw a plough, or
which may be driven to the butchers: are
these things, or are they not things fungible ?
All nature is one continual round of revolu-
tions: everything which she employs, she
consumes ; everything which she destroys un-
der one form, she reproduces under another.
The distinction between these two condi.
tions, though sufficiently clear in certain ob-
jects, is too slight in the general system of
things to be of great utility.

Division IV, Things which are individually
valuable and things which are valuable in mass.
—To the first head may without difficulty
be referred houses, furniture, clothes; to the
latter, metal in the rough state, seeds, &ec.
This distinction is still very uncertain, and
does not proceed far before it produces con-
fusion. Useful in some cases, it would be
useless in a multitude of others. Many things
may be valued indifferently in both manners.
The legislator, in tracing these divisions,
would require a logician at his side; bul sur-
veyors are required for land, the surveying
of ideas is an operation not less necessary,
and more diflicult.

Duvision V. This is one which the Roman
lawyers have not dreamed of, and which is
worth all the others. Since they have classed
animals among things, they ought to have
distinguished things into two classes, — sen-
sible and wnsensible. 'The brazen cow of Myron
was, in their eyes, of the same class as the
living cow which he employed as his model.
But how should they have distinguished the
inferior animals from things —they among
whom man himself, when he bad the misfor-
tune to fall into a state of slavery, was no
more than a thing? And who shall say how
much the condition of animals and slaves was
aggravated by this cold and cruel classifica-
tion? The law which ought to have pro-
tected them, began by giving an idea of them
which degraded them. It spoke of them as
if it would extinguish in every heart every
feeling of tenderness for them —as if it
would make us forget that there was any
point of community between us. Error for
error, — I would rather love the folly which
adored the brutes, than the cruelty which ill
treated them. Yes, I would rather pardon
the hideous caprices which fable paints of
Pasiphae, than those frightful bull fights of
which the art consists in carrying the suffer-
ing and the rage of the expiring animal to
the highest point, for the amusement of the
barbarous spectators.

Division V1. Simple things or individuals
—complez things or collections of things. —
Among complex things, those should be dis-
tinguished which are naturally complex, from
those which are so from institution.

A complex thing may either be a collection
«f simple things equally principals, or a thing
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which is regarded as principal, united to others
which are regarded as accessaries.

A heap of corn is a collection of things
equally principal, A field with certain plants
and buildings is a collection of things, where
some are priucipals and some accessanes.
The bond which unites them is natural. But
an inheritance, of which the objects are scat-
tered —a stock in trade.—the respective for.
tunes of two persons who intermarry,—these
are examples of complex things, which are
connected only by a bond of institution, such
as the identity of the proprietor, and the dis-
position of the law.

Questions to be decided: — In case of dis-
pute, which is the principal thing ? — which
are the accessaries? In what cases ought the
disposition made with respect to the one, to
comprehend the others? This depends upon
contracts. It would therefore require a re-
ference to this title.

What shall we say of the famous division
among the Romanists, of things corporeal and
things incorporeal; that is to say, of things
which do not exist, which are not things? It
is a fiction which only serves to hide and to
augment the confusion of ideas. All these
incorporeal things are only rights either to
the services of men, or of real things: this
will be shown in treating of rights

If a thing interest sufficiently to oecome
the object of a law, it is only as it possesses
a certain value. Now this value is susceptib.e
of many modifications, which require to be
marked out. Ought these modifications to
be treated of under a general title, or should
they be reserved for the particular titles of
the offences which~affect tbem -— as, for ex-
ample, for that of waste ? This is a question
which ean scarcely be resolved until all parts
of the code have been considered.

Everything which exists, exists in a cer-
tain quantity ; and the quality being given, the
value of the thing will be in proportion to
that quantity. To express these quantities,
measures are required. These measures ex.
press either the guantity of the matter, or
the space which it occupies: theyare weights,
or measures of extent. Hence we see that de-
finitions of the measures of every kind, and
the regulation of their proportions, ought to
form a general title, and is necessary to com-
plete a code of laws.

There is difficulty not only in distinguishing
species: there is sometimes much difficulty in
distinguishing individuals.

Individuation—(if we may coin this term.)
This is one of the first cases which should
occupy a legislator under each particular title
which demands it. A house is let: but what
ought to be comprehended under this term?
does it comprehend the tapestry, the locks,
the brewing tubs, the cisterns? What 18 to
be understood by a square acre? does it ex-
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tend without limits into the interior of the
earth, and above the surface? &e.

The Roman lawyers, who have talked so
much about things, have never arrived at
clear ideas upon this subject.

Things, says Justinian, are either out of
the patrimony of individuals, or belonging to
this patrimony. They are either by divine
law, or by human law. Things by divine law
are also either sacred, or religious, or holy.
Things by human law are either belonging to
individuals separately, or belonging to all the
community indistinctly ; that is to say, pri-
vate or common.* Here there are distinctions
inform. But there is a great show, and little
accomplished,

It might be imagined that the legislator
was about to give specific names to all the
things which composed these classes, but we
should be deceived. He has carefully avoided
this labour ; he hzs abandoned it to the dis-
putes of the lawyers: — ¢ I, the legislator,
know not how to explain my will to you; it
is your duty, who must obey me, to divine
my meaning !”

‘What would be said to a master who should
explain his orders in so confused and vaguea
manner to his inferiors ; who should speak to
them of things in general, without speaking
to them of things specific and individual; and
whoshould punish them for not having known
how to comprehend what he has not known
how to express?

The history of Nebuchadnezzar is a noble
apologue for legislators : he ordered the wise
men to be slain because they did not divine
his dreams. How many makers of laws have
done the same, without, like him, being turned
out among the beasts.

CHAPTER X.
SECOND GENERAL TITLE OF THE CIVIL CODE.
Of Places.

Born men and things only exist in a certain
place : the circamstance of place will there-
fore be often necessary in the law for deter-
mining both men and things— sometimes for
fixing the species, and sometimes the indi-
vidual. There is no method more exact or
more universal for determining an individual,
for defining him, than saying that at a certain
time he occupied a certain portion of space.
What is the situation, what the extent of
the territory which the law comprises within
its empire — what are its physical divisions?
By what points do the lines pass which sepa-
rate the land and the sea? The same ques-
tions with regard to mountains, lakes, forests,
canals. What limits do the atmospheric and
subterranean regions oppose to the power of
the sovereign and the right of the proprietor?

* Inst. lib, ii. tit. 1.
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What are the politieal divisions and sub-
divisions ? It would be proper to place under
this title the map and the catalogue of all
these divisions, according to all the sources
from which they are derived, if there are dif-
ferences, as establishments, judicial, military,
fiscal, religious, &c.*

As many particular catalogues would be
required for marking all the privileged places,
as market-towns, fairs, seats of justice, col-
leges, universities, &c.

In conclusion, it is under this title that the
system of divisions which the law adopts for
the large geographical measures should be ar-
ranged — leagues, miles, &e.

CHAPTER XI.
THIRD GENERAL TITLE OF THE CIVIL CODE.

Qf Tunes.

To the fixation of place, it is necessary to
add the fixation of times. In the last resort,
it is only by the combined consideration of
place and time —of the place in which he is
found at a certain time — that one individual
can be distinguished from every other.

Under this general title, the law ought to
expound what it intends should be under-
stood by the names which express the differ-
ent portions of time —second, minute, hour,
day, month, year, &c.

The months, after a certain number of
which, reckoned from the death or absence of
the presumptive father, a child shall not be
deemed to be legitimate, — are they those of
the sun or the moon, or the fantastical months
of the calendar, which are neither the one nor
the other ? The particular cases would be
found under the particular titles of Bastards,
or of Fathers. But it would be requisite that
the explanation of the times should be found
under a general title, to which reference might
be made when necessary.

In cases in which months might cause doubts,
it would be better to employ days.

Feasts — Fasts — Lent—inasmuch as these
things were the subjects of legislation, would
find a place under this title. Thusthe calendar
was inserted in anact of Parliament, when
the new style was adopted in England.

These two titles, designed to establish
fixed points to which individuals might be
moored in the two oceans of time and space,
ought to be found in every code, and will
most probably be found in none. Hence the
multitude of disputes, of uncertainties, of op-
portunities for chicane arising from the fluc-

* In France there were old maps according to
the divisions into dioceses, provinces, financial
districts, military governments. Many others
might have been made according to the diversit
of jurisdictions and laws, or of customs whicfvl
varied in each different province.
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tuations of usage among the different systems
which different customs have introduced.

Uniformity in the measurement of time, as
well as in the measures of weight and quan-
tity, i still the wish of philosophy, but it
has not yet been accomplished.

CHAPTER XIL
FOURTH GENERAL TITLE OF THE CIVIL CUDE.

Of Services.

Frowm things, we pass to man, considered as
the subject of property. He may be regarded
under two aspects: as capable of receiving
the favours of the law—and as capable of
being subjected to its obligations.

The idea of services is anterior to that of
obligations. Services may be rendered with-
out being obligatory : they existed before the
establishment of laws—they were the only
bond of society among men, before they had
any form of government: parents nourished
their children before the laws had made it
their duty. There are still many services of
benevolence, politeness, and mutual interest,
which are rendered freely. The law may
extend its domain further, and create new
obligations; but there willalso be a multi-
tude of cases beyond the reach of the law,
which voluntary services alone can supply —
and happily, the principle of sociality which
preceded the law continues to supply its de-
ficiencies,

1. The first division of services may be re-
ferred to that of the faculties which give birth
to them. So many faculties, so many classes
of services.

We may distinguish in man two sorts of
faculties — active and passive. It isin virtue
of the former that he can act, or not act —
that he can perform a certain act, or abstain
from performing it. The passive faculty may
be distinguished into two branches—the one
purely physical, the other sensible. As, how-
ever, man may be sensible either of good or
evil — may experience agreeable or painful
sensations — the sensible faculty may be again
subdivided into the sensible faculties of suf-

Jering and enjoyment.

From hence arise four classes of services:—

1. Services agendi : * positive services of
the active faculty. For example,—to suc-
cour a man who is drowning — to bear arms
for one’s country-—to arrest a criminal, &e,
As many negative offences, so many examples
of this class. To create a negative offence,
is to impose the obligation of rendering the
positive service which corresponds with it.

2. Services non-agendi : negative services
of the active faculty. For example, not to

* Appellations drawn from the Latin are more
convenient, this language being more and
suitable for forming compound w: than the

English,
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commit thef, not to commit assassination,
&c.: as many positive offences, so many ex-
amples of this species of service. To create
a positive offence, is toimpose the obligation
of rendering the nega‘ive service which cor-
responds with it,

3. Services patiendi physicé: services of
the purely passive faculty. In this respect,
the inert human body is not worth much. As
an example of this might be mentioned, con-
jugal condescendence on the part of the wife,
and cases might be cited in which dead sol-
diers have served to fill up ditches that their
comrades wished to cross. Dead bodies made
use of for the purposes of anatomy, form a
more important example, The English law
makes this service an addition to the punish-
ment of murderers:{ their bodies were de-
livered to the surgeons to be dissected. This
service might be termed, medical experience
derived from the bodies of men condemned
to death.

4. Services patiendi sensibiliter : services
of the passive, but sensible faculty, whether
for good or evil,

Legal punishments are services imposed
upon those who undergo them for the good of
society : thus the punishment of a criminal is
spoken of as a debt which he has paid.

Legal rewards are services granted to those
who receive them for their own advantage;
—and for that of society, when there results
from them a general satisfaction, and an en-
couragement to useful actions.

As man possesses a sensibility in common
with those whom he loves, he may receive in
their persons either good or evil services. The
good which is done to him, is a service done
to his friends also; the evil which is done
to him, is a service done to his enemies, Has
he injured any one ? to punish him, is to serve
the party injured.

II. Another souree of divizion, according
to the object to which the service applies—
persons, or things :—

Services respecting the person.

vevressteeentiesnnrasnesesare reputation.
.. property.
reeer s baesenses ene seeeen s CODdition.

One branch of service in personam, is ser-
vice in animam : for example, the service of
the Protestant priest, who teaches me to
avoid dammation — of the Catholic priest, who
would draw me out of purgatorybyhis masses.
‘Whatever may be their power in the other
world, they serve to tranquillize my mind in
this. This is a service of which an athiest
himself cannot deny the reality. If I am
troubled with an imaginary malady which tor-
ments me, the physician who should calm its
agonies would render me a service,

IIL Another source of division, according

4 The law in this resé)ect is now altered by
2&3W.IV.c. 75§16
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to the acting part in the person who renders
the service :—

Corporal services: the man who labours
in my field.

Mental services: the man who instructs
me in the abstract sciences, &c.

It may be said that this distinction was not
familiar to our ancestors, who saw only the
same person in the barber who shaved them,
and the surgeon who delivered them from
the stone.

IV, Another source of division: The party
employed,—another individual — one’sself —
a limited class of persons—the whole state.
This division corresponds with that of pri-
vate, self-regarding, semi-public, and public
offences : as many classes of offences, so many
classes of services.

V. Another division: Services which arise
out of established rights. We have said that
services must have existed before the esta-
blishment of rights: but rights, once esta-
blished, give rise to new services, consisting
in the exercise, in favour of some one, of these
same rights. I transfer to a farmer the right
to occupy my land for his profit: he pays me
what he owes me for the rent of my land,
Here are two kinds of services which could
only exist subsequent to the birth of rights.

This theory of services is new, The idea
of it is familiar to all the world, but it is
such a stranger to jurisprudence, that jurists
have no nomenclature for it: they have con-
sidered it as a consequence of obligation, in-
stead of which, it is anterior to obligation
itself. It is true, that for the purpose of
acquiring all the force and all the extent
which it ought to bave, the service must rest
upon obligation. It is too feeble a plant to
support itself : to produce its fruits, it must
be supported. It is like the vine which
clings around the elm. But I have thought
proper, so much the rather to adopt this
title of service into the law, as it has, so to
speak, a more natural and apparent affinity
with the principle of utility than the others.
From whatever side service is regarded, its
end is at once seen: it seems to say, Respice

finem. This word by itself is a continual
lesson to the legislator., It is logic wearing
the livery of moralify;—it is law by its Jan-
guage recalling the idea that every obligation
ought to bear the character of a benefit,

TABLE OF THE DIVISION OF SERVICES.

First Division —aceording to the faculties
which give birth to them :—

1. Bervices agendi, consisting in doing.

2. non-agendi, consisting in ab-
stammg from doing.

3. patiendi physicé, passive and

sesvsen

not se-nszble

patiend: sensibiliter, sive
and senstble. pas
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Second Division — according to the object
to which the service applies :—
for the body.
the person { for the mind.
the reputation.
the property.
| the condition.
Third Dunsion — according to the part
which acts in the person who serves :—
ex corpore, rendered by the bod
Services gex mente, rendered byythe mm();
Fourth Division — according to the party
served:—

Services re-
lative to

private.
self-regarding.
semi-public.
publie.
Fith Dunsion — according to the period of
their birth:—
anterior to rights—free and gra-
tuitous service.
posterior to rights — obligatory
service.
collative in addition to rights;
that is to say, consisting in
establishing an indwvidual in
| his rights,

Services

Services

CHAPTER XIIL
FIFTH GENERAL TITLE OF THE CIVIL CODE.
Of Oblgations.

In the textual systems of legislation, and
the treatises of jurisprudence, the idea of
obligation is too often independent of the
idea of service. Jursts in general, have not
known what foundation to give to obliga-
tion. If you inquire what is its principle,
you will find the clouds thicken around you.
They will taik to you of the divine will — of
the law of nature, of conscience, of quasi con-
tract. ‘They will talk of everything except
service——the only clear, the only reasonable
notion — the only notion which can serve as
a limit and a guide in the establishment of
obligations.

The most correct definition which can be
given of a bad law is this: “ A bad law is that
which imposes an obligation without render-
ing any service.”

Examine all religious and civil codes by
this rule, and you will at once detect all
those laws which, according to the principle
of utility, ought to be placed in the index
expurgatorius,

In all bad religions—in those which have
done more evil as bugbears, than they have
done good as restraints—to what purposge
have their sacrifices, their privations, their
penances, their restraints served? Has there
resulted from them happiness to God or to
man ?

In a good system of religion, it is always
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on account of the service which results, that
obligation is established. There will always
be an innumerahle multitude of free and gra-
tuitous services; but there ought never to
exist any obligation which is not founded
upon a service received or to be received.

As many faculties as man possesses, so
many species of service may he render — so
many species of obligation may therefore be
established.*

As to what regards the active faculty,
where service is spoken of, say serviceable
acts : to render a service, is to exercise a ser-
viceable act. The idea of an obligation, then,
supposes such an act : obligation of rendering
such a service is the obligation of exercising
such a serviceable act. It is therefore clear
that the notion of obligations is posterior to
the notion of services.

To be subject fo a certain obligation, is to
be the individual, or one of those whom the
law directs to perform a certain act. There
is no longer any mystery. The word obliga-
tion may be employed in an abstract sense:
it may, for the convenience of discourse, be
spoken of as a fictitious entity; but it ought
to be possible to decipher such language into
the language of pure and simple truth— into
that of fact. To understand abstract terms,
is to know how to translate figurative lan-
guage into language without figure.

For whom ought an obligation to be pro-
fitable? It may either be for the person
obliged or for another ; but in every case the
principle of utility requires that the evil of
the obligation, whatever it be, should be com-
pensated by the good of the service.

The evil of an obligation seems carried to
its highest poiut 1n the case of an individual
condemned to an ignominious painful death,
in virtue of a penal law. I do not examine
here if this terrible obligation be indispen-
sable. But in supposing it so, for example,
when directed against atrocious murderers, it
is evident that society believes that it pur-
chases by the loss of a dangerous individual,
the security of many innocent persons.

CHAPTER XIV.
$1XTH GENERAL TITLE OF THE CIVIL CODE.

Of Rights.

It is by imposing obligations, or by abstaining
from imposing them, that rights are esta-
blished or granted. Obligations may be im-
posed from which no rights shall result ; —— for

* Hence the table of obligations is the counter-
S:u-t of the table of services: we may distinguish

e obligation agendi—obligation non-agendi—
obligation patiendi — obligation bene patiendi
— Eligation malé patiendi.

The idea of obligations referring to the pas-
sive faculty, though much less familiar, has been
employed by the Romanists — example, obliga-
tiones ex delicto.
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example, ascetic obligations which are useful
neither to the party bound, nor to others ; —.
but it is not possible to create rights which
are not founded upon obligations. How can
a right of property in land be conferred on
me? It is by imposing upon everybody else
the obligation of not touching its productions,
&e. &e. How can I possess the right of going
into all the streets of a city ? It is because
there exists no obligation which hinders me,
and because everybody is bound by an obli-
gation not to hinder me. When we have
examined all rights separately, some will be
found to owe their existence to the existence
of obligations —- the others to the non-exist-
ence of the same obligations. All rights rest
therefore upon the idea of obligation as their
necessary foundation.

In order to speak clearly of rights, it is
necessary, in the first place, to distinguish
them according to their kinds. The following
are the principal divisions : — First division,
drawn from the diversity of their source. —
1. Rights existing from the absence of obli-
gation ; 2. Rights established by obligation.
This is a fundamental distinetion. Rights re-
sulting from obligations imposed by the laws,
have for their base coercive laws: rights re-
sulting from the absence of obligation, have
for their base permissive laws,

Second division, drawn from the diversity
of their objects. Rights may be established —
1. For the maintenance of property; 2. For
general safety; 3. For personal liberty; 4.
For general tranquillity (the union of safety
with security.) So many distinct ends, so
many classes of rights,

Third division, drawn from the suljects
upon which they are exercised: — 1. Rights
over things; 2. Rig