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NOTICE.

Tre following Volume consists of Treatises and
Essays on some of the most important subjects con-
nected with the Theory, Development, and History
of Economical Policy ; with Biographical Sketches
of the great Masters of Economical Science. Some
of these Articles have already appeared in the
“ Encyclopzdia Britannica ” and other works, while
others are now published for the first time. The
former have, however, been carefully revised, and
in part rewritten. And the collection may not,
‘ perila.ps, be thought unworthy of some portion of the
public patronage. -
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A

TREATISE

ON

MONEY!

MoNEY? is a term used to designate the commodity or article
which the inhabitants of any given country accept, either
voluntarily or by compulsion, as an equivalent for their services,
and for whatever else they may have to dispose of.

8ecr. I—Circumstances which led to the use of Money. Principal
properties which every Commodity used as such ought to possess. Not
a Sign or a Measure of Value, but a real Equivalent.

‘Were the division of labour unknown, and did every indi-
vidual or family directly produce the articles necessary for his
or their consumption, there would be no exchanges, and,
consequently, no money. But, after the division of labour has
been established, the employment of money becomes necessary,
or, at least, highly advantageous. . A very small part only of
a man’s wants is then directly supplied by his own exertions,
The greater part is indirectly supplied by his exchanging ser-

1 Originally published in the Encyclopedia Britannica.

" ? Etymologists differ respecting the derivation of the word money.
Some contend that it comes from monere (quia nota inscripta de valore
admonet), because the stamp impressed on coined money indicates
its weight and fineness (Bouteroue, “Recherches sur les Monnoyes de
France, p. 1); and others that it originates in the circumstance of silver
being first coined at Rome in the temple of Juno Moneta.—~Suidas,
in voce Mensz.



2 MONEY.

vices, or such parts of the articles he has produced as exceed
his own consumption, for such parts of those produced by others
as he has occasion for, and they are willing to part with. Every
man thus lives by exchanging, or becomes in some measure a
merchant, and the society itself grows to be what is properly a
commercial society.

“ But when the division of labour first began to take place,
this power of exchanging must frequently have been very
much clogged and embarrassed in its operations. One man,
we shall suppose, has more of a certain commodity than he
himself has occasion for, while another has less. The former,
consequently, would be glad to dispose of, and the latter to
purchase, a part of this superfluity. But, if this latter should
chance to have nothing that the former stands in need of, no
exchange can be made between them., The butcher has more
meat in his shop than he himself can consume, and the brewer
and the baker would each be willing to purchase a part of it ;
but they have nothing to offer in exchange except the different
productions of their respective trades, and the butcher is
already provided with all the bread and beer which he has
immediate occasion for. No exchange can, in this case, be
made between them. He cannot be their merchant, nor they
his customers ; and they are all of them thus mutually less
serviceable to one another. To avoid the inconveniency of such
situations, every prudent man, in every period of society, after
the first establishment of the division of labour, must naturally
have endeavoured to manage his affairs in such a manner as
to have at all times by him, besides the peculiar produce of
his own industry, a certain quantity of some one commodity
or other, such as he imagined few people would be likely to
refuse in exchange for the produce of their industry.”!

This commodity, or Marchandise banale, as it is termed by
the French, whatever it may be, is money.

An infinite variety of commodities have been wused as
money in different countries and states of society. Those
nations who chiefly subsist by the chase, such as the ancient

1 Wealth of Nations, M‘Culloch’s ed., in one vol,, p. 10.
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Russians, and the greater part of the Indians who occupy
the uncultivated portion of America, use the skins of wild
animals as money." In a pastoral state of society cattle are
sometimes used for that purpose. Homer tells us that the
armour of Diomed cost only nine oxen, whilst that of Glaucus
cost a hundred.® The etymology of the Latin word (pecunia)
signifying money, and "of all its derivatives, would seem to
prove that cattle (pecus) had been the primitive money of the
Romans® And that they had been used as such by the
ancient Germans is obvious ; for their laws uniformly fix the
amount of the penalties to be paid for offences in cattle In
remoter ages corn was very generally used, in agricultural
countries, as money ; and even now, it is by no means un-
common to stipulate for corn rents and wages, Other articles
have been used in different countries. Salt is said to be the
common money of Abyssinia® A species of shells called
cowries, gathered on the shores of the Maldive Islands, are
used in smaller payments throughout Hindostan, and form
the only money of extensive districts in Africa.® Dried fish

1 Storch, Traité d'Economie Politique, tome iii. p. 16; Ulloa, Mé-
moires Philosophiques sur ’Amérique, tome ii. p. 100.

2 Iliad, lib. 6,1in. 235. Garnier contends, in a note to his translation of
the Wealth of Nations (v. p. 18, ed. 1822), that by oxen in the statement
now referred to, Homer did not mean the animals so called, but coins
impressed with the figure of an ox. But though the oldest Atticand some
other ancient coins were marked with an ox, it does not follow that cattle
were not used as money previously to their being issued. Indeed, the fair
presumption is, that that circumstance was the cause of their figures
being impressed on the coins.

3 Morellet, Prospectus d’'un Nouveau Dictionnaire de Commerce, p. 115.

4 Storch, in loco citato. 5 Wealth of Nations, p. 10.

¢ ¢ Dans les pays ou le cuivre a trop de valeur pour pouvoir représenter
celle des plus menues denrées, on est encore obligé lui substituer quelque
autre matiére plus commune. C’est cette circonstance qui a fait adopter
aux Indiens P'usage des cauris en guise des petite monnoie. Cet usage
pourroit paroitre étrange dans les pays aussi riches et d’'une civilisation
aussi ancienne que le Bengale et I'Indoustan : mais le cuivre y est si rare,
et les vivres y sont & si bon marche qu'une piéce de la valeur de 1 cop. et
% [about a halfpenny English] peut y acheter une quantite des denrées
suffisantegpour la subsistence journaliére d’'un homme du peuple. On est
donc obligé de deviser la plus petite monnoie de cuivre en plusieurs frac-
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serves as money 'in Iceland and Newfoundland ;' and Dr
Smith mentions that, previously to the publication of the
Wealth of Nations (1776), it was customary in a village in
Scotland for workmen to carry nails, as money, to the baker's
shop and the alehouse.?

But these commodities universally want some of the prin-
cipal properties which every commodity used as money ought
to possess. Products must frequently be brought to market
worth only part of an ox or a skin; but as an ox could not
be divided, and as the division of a skin would most probably
deprive it of the greater part of its value, they could not be
exchanged for such money. Divisibility is not, however, the
only indispensable quality in a commodity used as a medium
of exchange. It is necessary that it should admit of being
kept for an indefinite period without deteriorating; that it
should by possessing great value in small bulk, be easily
transported ; and that one piece of money of a certain deno-
mination, should always be precisely equivalent to every other
piece of money of the same denomination. But none of the
commodities specified above, as having been used as money,
possess these properties. Though cattle had been sufficiently
divisible, they could neither be preserved, nor transported
from one place to another, without a great deal of trouble and
expense; while, owing to the difference in their qualities, one
ox might be worth two or three oxen of an inferior species.
It is plain, therefore, that they could not serve as money
except in a very rude state of society, when the arts were
almost unknown, and the rearing of cattle formed the prin-
cipal employment. Corn is sufficiently divisible; but its

tions; et comme une monnoie d’aussi peu de valeur couteroit plus a
fabriquer qu’elle ne pourroit valoir, on la remplace par un coquillage dont
la nature fait presque tous les fraix. Quelque mince que soit la valeur
d’un cauris, elle suffit dans ces contrées fertiles pour acheter une piece des
bananes ou quelque autre fruit commun.”—Le Goux de Flaix, Essai sur
PIndoustan, tome i. pp. 143-226, quoted by Storch, Economie Politique,
tome iii. p. 133.

1 8mith, ubi supra; and Horrebow, Description de P'Islande, tome ii.
p. 90.

2 Wealth of Nations, Joc. cit.
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bulk is far too great in-proportion to'its value to admit of its
easy transportation, and it also is of very different and not
easily appreciated qualities. Salt, shells, and fish, are all
liable to insuperable objections. Equal quantities of all of
them differ very greatly in their values; some of them cannot
be divided, and others cannot be preserved or transported
without much loss.

The commeodities in question were also deficient in a still
more important particular. Their value was not sufficiently
tnvariable to permit of their being advantageously used as
money. They were not durable commodities, nor was it
" possible to adjust their supply so as to avoid sudden fluctua-
tions of price. The occasional sbundance and scarcity of
pasture has a powerful influence over the price of cattle, which
is still more seriously affected by the prevalence of epldemxcal
diseases, and other contingencies. The fluctuations in the
price of corn, arising from variations of the seasons, are too
frequent and obvious-to require to be pointed out. And in the
islands where cowries are picked up, a strong gale from a
particular point of the compass has frequently, in a few hours,
sunk their value considerably. It was not, therefore, to be ex-
. pected that such commodities could be either generally or per-
manently used as money in civilised societies. No person would
willingly buy, or barter produce for an article, which might, in
a few weeks, of even days, lose a third or a half of its value.

The desire of uniting the different qualities of invariability
of value, divisibility, durability, facility of transportation, and
perfect sameness, doubtless formed the irresistible reasons
which have induced all civilised communities to employ gold
and silver as money. The value of these metals, though far
from invariable, changes only by slow degrees; they are
readily divisible into any number of parts, which may be
again reunited, by means of fusion, without loss; they do not
deteriorate by being kept; their firm and compact texture
makes them difficult to wear; their cost of production, espe-~
cially of gold, is so considerable, that they possess great value
in small bulk, and can, of course, be transported with com-
parative facility; and their identity is perfect, the pure gold
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and silver supplied by Russia and Australia having precisely
the same qualities with that furnished by California and Peru.
No wonder, therefore, when almost every property necessary
to constitute money is possessed in so eminent a degree by the
precious metals, that they have been used as such from a very
remote sra. Their employment in this function is not ascrib-
able to accident, to the genius of any individual, or to any
peculiar combination of circumstances. It grew naturally out
of the wants and necessities of society, on the one hand, and
the means of supplying them possessed by these metals, on the
other. They became universal money, as Turgot has observed,
“not in consequence of any arbitrary agreement among men,
or of the intervention of any law, but by the nature and force
of things.”

A considerable period must necessarily have elapsed, after
the introduction of the precious metals into commerce, before
they were used generally as money. But, by degrees, the
various qualities which so peculiarly fit them for this purpose
would become obvious; and every individual, in consulting
his own advantage, would endeavour to exchange some portion
of the produce of his industry for commodities which could be
easily concealed or carried about, which did not deteriorate by
being kept, and of which he could give a portion equivalent
to any other article which he might afterwards wish to obtain.
‘When first brought to market, gold and silver, like copper, iron,
or any other metal, were in an unfashioned state, in bars or
ingots. Sheep, oxen, corn and flour, etc., were then bartered
for gold or silver, exactly as they were bartered- for iron,
copper, cloth, or anything else. The parties having agreed
upon the quality and quantity of the metal to be given for
the goods, the latter was ascertained by weight. Nor is
this a mere conjectural statement, advanced in a later age to
explain appearances, and resting on probability only. Aris-
totle! and Pliny? tell us, that such was, in fact, the method by
which the precious metals were originally exchanged in Greece
and Italy; and the sacred writings present us with a re-

I Polit. Iib. i. cap. 9. : 2 Hist. Nat. lib. 33, cap. 3.
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markable - example of the prevalence of the same primitive
practice in the Bast. We are there told that Abraham
weiglied four hundred shekels of silver, and gave them in
exchange for a piece of ground he had purchased from the
sons of Heth! It is also mentioned, that this silver was
¢ current. money with the merchant,” an expression which
evidently refers to its quality only; for, had it been coined,
or marked with a stamp, indicating its weight and fineness; it
would not have been necessary to have weighed it. These
ancient practices still subsist in various countries. In many
parts of China, gold and. silver do not circulate as coin under
the authority of a public stamp. 'When exchanged, they are
cut into pieces, supposed to be nearly proportioned to the
value of the article they are to be given for; and the pieces
are then weighed to ascertain their precise value. This
practice is also prevalent in other countries.®
Before the art of metallurgy was well understood, the baser
metals were frequently used as money. Iron was the primitive
money of the Lacedemonians, and copper of the Romans.
But these metals deteriorate by being kept; and, besides this
defect, the rapid improvement of the arts, and the consequent
“reduction of their price, speedily rendered their bulk in pro-
portion to their value too great to permit of their continuing
to serve as money. Copper, however, is still advantageously
used in the form of tokens, convertible into silver in very
small payments. In Great Britain, copper pence and half-
pence are rated far above their real value. But as their issue
is exclusively in the hands of government, and as they are
legal tender to the extent of one shilling only in any one pay-
ment, this over-valuation has not, for reasons which will be
afterwards explained, had any bad effect.®
The trouble. and inconvenience attending the weighing of

1 Genesis, chap. xxiii. ver. 16.

? Goguet, De I’Origine des Loix, ete. tom. i. p. 268, 4to edit. See also
Park’s Travels, vol. i. p. 464, 8vo. edit.

3 See Memorandum on the Silver Coinage of 1817, by the Master of
the Mint, p. 378, of the Appendix to the Lord’s Report on the Resump-
tion of Cash Payments by the Bank.
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the'metal in every exchange of gold or silver for commodities,
must have been early experienced. But the greatest obstacle
to the use of unfashioned metals as money, would undoubtedly
be found in the difficulty of determining their quality, or the
degree of their purity, with sufficient facility and accuracy.
The operation of assaying, is one of great nicety and delicacy ;
and, notwithstanding all the assistance derived from modern
art, it is still no easy matter to ascertain the precise degree of
purity of a particular piece of metal. In early ages, such an
operation must have been performed in a clumsy and bungling
manner. It is most probable, indeed, that when the precious
metals were first used as money, their quality would be
appreciated only by their weight and colour. A very short
experience would, however, be sufficient to show the inexact-
ness of conclusions derived from such loose and unsatisfactory
criteria ; and the devising of some method by which the fine-
ness of the metal offered in exchanges might be easily and cor-
rectly made known, would very soon be felt as indispensable to
the general use of gold and silver as money. Such a method
was not long in presenting itself. It was early discovered,
that, to indicate the purity of the metal, and also to avoid the
trouble and expense of weighing it, no more was necessary
than to mark each piece with a public stamp, declaring its
weight and fineness. Such secm to have been the various steps
which led the ancients, at a very remote zra, to the introduc-
tion of coined money.! It was an invention of the greatest
utility, and has powerfully contributed to facilitate commerce,
and to accelerate the progress of civilisation and the arts.

% Without some article of knowh exchangeable value, such
as coin, readily received as an equivalent for other things, the
interchange of commodities must have been very limited, and
consequently the divisions of labour very imperfectly estab-
lished. Now, money obviates these evils, and by a twofold
operation, augments production. In the first place, it saves
all that time and labour which, while the intercourse between
man and man is carried on by barter, must frequently inter-

! Goguet, De I'Origine des Loix, ete., fom. i. p. 269. .
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vene before a person can be supplied with the quantity of the
commodity which he wants. In the second place, and in
consequence of its saving the time and labour which must
otherwise be spent in effecting exchanges, it multiplies the
transactions of mercantile industry, and thus allows the
divisions of employment to be more thoroughly established.
By the first operation, it disengages a very considerable por-
tion of labour from an unproductive occupation, and enables
it to receive a more useful direction. By the second opera-
tion, it increases in a very high degree the productive powers
of the labour already usefully employed. It assists every man
in availing himself of the skill and dexterity which he may
have acquired in any particular calling, and promotes cultiva-
tion in a manner suitable to the climate and soil of different
districts, and of different countries. And by both thesa
operations, coined money increases to an extent, not easy to
be calculated, the wealth of civilised communities.”?

But however great the advantages attending the use of
coins, their introduction had no influence over the nature
of exchanges. Equivalents are still given for equivalents.
The exchange of a quarter of corn for an ounce of. pure
unfashioned gold bullion, iS undeniably as much a barter, as
if it were exchanged for an ox, or a barrel of beer. But sup-
posing the metal to be formed into a coin, that is, marked
with a stamp indicating its weight and fineness, it is plain that
that circumstance would make no change in the terms of
the barter. The coinage saves the troublé of weighing and
assaying the bullion, but it does nothing more. A coin is
merely a piece of metal of a known weight and fineness; and
the commodities exchanged for it are always held to be of
equal value. And yet these obvious considerations have been
very generally overlooked. Coined money, instead of being
viewed in the same light as other commodities, has been re-
garded as something quite mysterious, It has been said to be
both a sign and a measure of value. But a sovereign is not a

1 Torrens on the Production of Wealth, p. 305.
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sign, it is the thing signified. A promissory note, payable at
some stated period, may not improperly be considered as the
sign of the specie to be paid for it; but that specie is itself a
commodity possessed of real exchangeable worth. It is equally
incorrect to call money a measure of value, at least in the
sense in which that phrase is commonly understood. Gold
and silver do not measure the value of commodities, more
than the latter measure the value of gold and silver. Every
thing possessed of value may either measure, or be measured
by, every thing else possessed of value. When one commodity
is exchanged for another, each measures the value of the other.
If the quartern loaf sold for a shilling, it would be quite as cor-
rect to say, that a quartern loaf measured the value of a shilling,
as that a shilling measured the value of a quartern loaf.

The quality of serving as a measure of value is, therefore,
inherent in every commodity. But the slow degrees by which
the precious metals change their value, renders them pecu-
liarly well fitted for forming a standard, by which to compare
the values of other and more variable articles. To this
standard reference is almost always made in estimating the
value of products in civilised countries. "We do not say, that
one man is worth a thousand acres of land, and that another
is worth a thousand sheep ; but we ascertain for how much gold
or silver the land and the sheep would respectively exchange,
and then say, that their proprietors are worth so much money.
But in this there is nothing mysterious. We merely compare
the value of one commodlty with the value of another. And
as coin or money is the most convenient standard of compari-
son, the value of other commodities is usually estimated, or
rated, in it.

It is obvious, from this statement, that the exchange of one
commodity, or set of commodities, for another, may be ad-
justed, with reference to money, without any money being
actually in the possession of either of the parties to the ex-
change. . If a horse, for example, commonly sold for ten pieces
of silver, an ox for five pieces, and a sheep for one piece, the
animals might be exchanged in this proportion without the
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intervention of money. The frequent recurrence of transac-
tions of this kind seems to have given rise to the notion of an
abstract or ideal standard of value. Thus, instead of saying
that a horse is worth ten pieces of silver, an ox five pieces,
and a sheep one piece, it has been contended that it might as
well be said that they are respectively worth 10z, 5z, and 1x;
and, since the comparative values of commodities may be as
clearly expressed in this way as in sums of money, that the
latter may be discarded as a standard, and a set of arbitrary
terms adopted in its stead. But those who argue thus com-
pletely mistake the nature and functions of a standard. Its
object is not so much to mark the known relations between
different commodities, as to enable those which are unknown
to be easily discovered. And although a series of arbitrary
terms may perhaps serve well enough for the first of these
purposes, it is quite impossible that it can ever serve for the
second. This, however, is the principal object of a standard ;
and it is sufficiently plain that nothing can be used as such
unless it possess the same properties as the things with which
it is to be compared. To measure length, a standard must
have length; to measure value, it must have value. The
value of commodities is ascertained by separately comparing
their cost with the cost of money, and we express their relation
"to each other by stating the result of our inquiries; that is, by
mentioning the number of dollars, of pounds, or of fractions of
a pound, they are respectively worth. And, when any new
commodity is offered for sale, or when any change is made in
the cost of an old one, we ascertain its relation to the rest,
by comparing it with a dollar or a pound. It is impossible,
however, that we could do this, were the terms dollar or
pound purely arbitrary, and referable to no really valuable
article. 'We might as well try to estimate distances by
an imaginary inch or an imaginary foot, as to estimate
prices or values by an imaginary shilling or an imaginary
sovereign. When we say that an ox is worth £5 and a sheep
. £1, we not only mean that each is worth a certain amount of
gold or silver, but also, that when an ox and a sheep are
compared together—that is, when the one serves as a stand-
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ard by which-to estimate the value of the other—one ox is
worth five sheep. But, suppose that we wish to ascertain
what is the relative value of some other commodity—a hat,
for example—to oxen or sheep. Of what use would it be to
be told that one ox was worth five sheep, or that, when the
value of an ox was represented by the term “ 5z, the value
of a sheep was represented by the term “12”? It is not the
relation between oxen and sheep, but the relation between these
animals and hats, that we are desirous of learning. And,
though this relation may be learned by comparing the cost of
oxen and sheep with the cost of hats, or by ascertaining for
how much of some other really valuable commodity an ox, a
sheep, and a hat will respectively exchange, it is obvious it
could never be learned by comparing them with z, or 2, or
other arbitrary term or symbol. It would not, in truth, be
more absurd to attempt to ascertain it by comparing -them
with the hieroglyphics on an Egyptian sarcophagus. Nothing
that will not exchange for something else, can ever be a stand-
ard, or measure of value. Commodities are always compared
with commodities, and not with abstract terms. Men go to
market with real values, and not with. the signs of values, in
their pockets. And it is to something possessed of real worth
—to the gold contained in a sovereign, and not to the word
sovereign—that they always have referred, and must continue
to refer, in estimating value.!

1 The following passage of Montesquieu has often been referred to in
proof of the existence of an ideal standard :—¢ Les noirs de la céte
d’Afrique ont un signe des valeurssans monnoie; c¢’est un signe purement
idéal fondé sur le degré d’estime qu’ils mettent dans leur esprit 4 chaque
marchandise, & proportion du besoin qu’ils en ont; une certaine denrée,
ou marchandise, vaut {rois macutes; une autre, six macutes; une autre,
dix macutes ; c’est comme §’ils disvient simplement trois, six, dix, Le
prix se forme par la comparaison qu’ils font de toutes les marchandises
entre elles: pour lors, il n’y a point de monnoie particuliére, mais chaque
portion de marchandise est monnoie de Yautre.”—Esprit des Loix, liv.
xxii. cap. 8.

But, instead of giving any support to the notion of an abstract'standard,
this passage might be confidently referred to in proof of its non-existence,
Had Montesquien said that the blacks determined the values, or prices;
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This principle has been neatly and perspicuously stated by
Locke :—¢ Men, in their bargains,” says he, ¢ contract not
for denominations or sounds, but for the intrinsic value;
which is the quantity of silver (or gold), by public authority,
warranted to be in pieces of such denominations. And it is
by having a greater quantity of silver (or gold) that men

of commodities, by comparing them with the arbitrary term macute, the
statement, though erroneous, would have been at least in point. But he
says no such thing. On the contrary, he states distinctly that the relative
values of commodities (marchandises) are ascertained by comparing them
with each other (entre elles), and that it is merely the result of the com-
parison that is expressed in arbitrary terms.

So much for the weight to be attached to this statement, supposing it
to be well founded, The truth is, however, that the term macute is not
really arbitrary, and employed only to mark an ascertained proportion,
but that it has a reference to, and is in fact, the name of an intrinsically
valuable commodity. ¢ On a bien dit,” says I’Abbé Morellet, ¢ que ce
mot macute étoit une expression abstraite et générale de la valeur, et
cela est vrai au sens od nous I'expliquerons plus bas; mais on n’a pas
remarqué que cette abstraction a été consequente et posterieure & lemploi
du mot macute pour signifier une marchandise, une denrée réelle & laquelle
on avoit Jongtems comparé toutes les autres.

% Macute en plusieurs lieux de la céte d’Afrique, est encore le nom
d’une certaine étoffe: ¢ Chez les negres de la cite d’Angola, dit le voy-
ageur Angelo, ¢ les macutes sont des piéces de nattes d’'une aune de long ;’
Jobson dit aussi que les macutes sont une espéce d’étoffe.

“ Lies étoffes ont toujours été Yobjet d’un besoin tres-pressant chez des
peuples aussi barbares, depourvus de toute espice d’'industrie.—Les nattes
en particulier leur sont de la plus grande nécessité. Elles sont divisées
en morceaux peu considerables et d'une petite valeur; elles sont trés-
uniformes dans leurs parties, et les premiéres qu'on a faites auront pu
étre semblables les unes aux autres, et d’une bonté égale, sous la méme
dénomination; toutes ces qualités les ont rendu propres A devenir la
mésure commune des valeurs.”—Prospectus d'un Nouveau Dictionnaire
de Commerce, p. 121.

The following extract from Park’s Travels gives an example of a
similar kind :—*In the early intercourse of the Mandingoes with the
Europeans, the article that attracted most notice was iron. Its utility in
forming the instruments of war and husbandry made it preferable to all
others; and iron soon became the measure (standard) by which the value
of all other commodities was ascertained. Thus a certain quantity of
goods, of whatever denomination, appearing to be equal to a bar of iron,
constituted, in the trader’s phraseology, a bar of that particular merchan-
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thrive and grow richer, and not by having a greater number
of denominations ; which, when they come to have need of their
money, will prove but empty sounds, if they do not carry with
them the real quantity of silver (or gold) that is required.”

In common mercantile language, the giving of money for a
commodity is termed Juying, and the giving of a commodity
for money, selling. Price, unless when the contrary is parti-
cularly mentioned, always means the value of a commodity
rated in money.

Having thus endeavoured to explain the circumstances
which led to the introduction of money, and to show what it
really is, and what it is not, we proceed to investigate the
laws by which its value is regulated. It is chiefly from the
prevalence of erroneous opinions on this subject, that the
theory of money has been so much misunderstood. (

Secr. II.—Circumstances which Regulate the Exchangeable Value of
Money.

This branch of our subject naturally divides itself into two
parts: 1st, an inquiry into the principles which regulate the
exchangeable value of money when the power to supply it is
free or unfettered; and, 2d, an inquiry how far these princi-
ples are liable to be affected by the operation of monopoly.

I. There does not now seem to be much room for difference
of opinion respecting the circumstances which regulate the

dise. Twenty leaves of tobacco, for instance, were considered as a bar of
tobacco; and a gallon of spirits (or rather half spirits and half water) as
a bar of rum ; a bar of one commodity being reckoned equal in value to
a bar of another commodity. As, however, it must unavoidably happen
that, according to the plenty or scarcity of goods at market, in proportion
to the demand, the relative value would be subject to continual fluctua-
tion, greater precision has been found necessary; and, at this time, the
current value of a single bar of any kind is fixed by the whites at two
shillings sterling. ‘Thus, a slave, whose price is 1.15, is said to be worth
150 bars.”—Travels in the Interior of Africa, 8vo. edit., vol. 1. p. 39.

1 Farther Considerations concerning Raising the Value of Money.
Locke’s Works, ii. 94. 4to. 1777.
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value of the precious metals, and their distribution throughout
the various countries of the globe. Bullion is a commodity,
on the production of which competition operates without re-
straint. It is not subjected to any species of monopoly, and
its value in exchange must, therefore, depend on the cost of
its production, that is, on the quantity of labour required to
produce it and bring it to market.

If it always required the same quantity of labour to produce
the same quantity of bullion, its value would be invariable;
and it would constitute a standard by which the variations in
the exchangeable value of other commodities might be cor-
rectly ascertained. But this is not the case with bullion or
anything else. Its value fluctuates like that of other articles,
not only according to the greater or less productiveness of the
mines from which it is extracted, but also according to the
skill of the miners, the improvement of machinery, and other
circumstances.

In his treatise on Political Economy, M. Say has a chapter
entitled %De la valeur que la qualité d’étre monnoie ajoute
3 une marchandise,” But a little reflection will convince us,
that Say is mistaken, and that the circumstance of the pre-
cious metals being used as money does not affect their value.
Say reasons on the vulgar hypothesis, that an increase of
demand is always productive of an increase of value, an
assumption which is totally at variance with principle and
fact. Value depends upon the cost of production; and it is
obvious that the cost of a commodity may be diminished,
while the demand for it is increasing. This is so plain a
proposition, as hardly to require to be substantiated by argu-
ment. And a reference to the case of cotton goods, the price
of which, notwithstanding the vast increase of demand, has
been constantly on the decline during nearly a century past, is
enough to convince the most sceptical of the extreme errone-
ousness of Say’s conclusion. But, with regard to the par-
ticular case of the precious metals, it is clear that under
ordinary circumstances, or when mining is prosecuted under
nearly-the same conditions as other businesses, the capital
devoted to the production of gold and silver must yield
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the common and ordinary rate of profit; -for, if it yielded
more than that rate, there would be an influx of capital to the
mining business; and, if it yielded less, it would be with-
drawn, and vested in some more lucrative employment. And
hence, though the demand for gold and silver should, from
the adoption of some other commodity as an instrument of
exchange, gradually become less, the value of the precious
metals would not, on that account, be reduced. A smaller
supply would, indeed, be annually brought to market, and a
portion of the capital formerly engaged in the mining, refining,
and preparing of the metals, would be disengaged. But as the
whole stock thus employed yielded only the average rate of
profit, the portion which is not withdrawn must continue to do
80 ; or, which is the same thing, gold and silver must continue
to sell for the same price. It is true that where mines are,
as they almost always are, of different degrees of productive-
ness, any great falling off in the demand for bullion might,
by rendering it unnecessary to work the inferior mines, enable
the proprietors of the richer mines to continue their work,
and to obtain the ordinary rate of profit on their capitals, by
selling bullion at a reduced price. In this case the value
of bullion would be really diminished; but this diminution
would not be occasioned by a falling off in the demand, but
by a greater facility of production. On the other hand,
an increased demand for bullion, whether it arose from the
suppression of paper money, or from a greater consumption
of gold and silver in the arts, or from any other cause,
would not be accompanied by any rise of price, unless it
were necessary, in order to procure the increased supply, to
have recourse to less productive mines. If the mines from
which the additional supplies were drawn were poorer than
those already wrought, more labour would be necessary to
procure the same quantity of ballion, and, of course, its price
would rise, But if no such increase of labour were needed,
its price would remain stationary, though ten times the
quantity formerly required should be demanded.

.But these conclusions, though true under the circumstances
supposed, are often much modified in practice. The produc-
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tion of the precious metals frequently, indeed, partakes very
largely of the nature of a gambling speculation. When gold
or silver is found in any particular locality, its abundance, and
the facility which it affords to adventurers of enriching them-
selves, are uniformly exaggerated, and an excess of hands is
attracted to the pursuit of the metal. In such cases, it com~
monly happens that, while a few individuals engaged in the
business make fortunes, the great mass make little or nothing.
But most people being sanguine enough to think that they
will be found in the fortunate class, the supply of bullion may
be largely increased, and its value reduced, even though the
majority of those engaged in its production should be really
carrying on a losing employment.

‘When the gold and silver mines of America first began to
be wrought, the most extravagant ideas were entertained of
their productiveness; so much so, that they were supposed to
be able to bear a duty of half the produce. But it was soon
found that the exaction of such a duty would occasion their
total abandonment. It was consequently lowered, by succes-
sive reductions, to a tenth; and even this was felt to be op-
Ppressive, so that, in the end, the duty was fixed at a twentieth
part, or five per cent. And, despite this reduction, the trade
of mining, speaking generally, was unprofitable. Ulloa
says, that in Peru, an individual who embarked in a min~
ing speculation used to be considered as a ruined man, or as
having adventured in a lottery, in which, though there were
many great prizes, the blanks had a decided preponderance ;!
and; according to Humboldt, nearly the same thing was experi-
enced in Mexico; the search after mines, and the working of
them, being there looked upon as a sort of gambling adventure,
in which many were ruined, while a few only attained to great
wealth.? -

It remains to be seen whether the result of the late ex-
traordinary discoveries in California and Australia will be
different. We suspect, however, that it will not; and that

1 Ulloa, Voyage de YAmerique, i. 379, Amsterdam, 1752.
? Nouvelle Espagne, liv. ii. cap. 7, edit. 1825.
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in the lottery of these countries, as in that:of Mexico and
Peru, the blanks will greatly exceed the prizes. It is under-
stood that, last year (1851), there were in California above
100,000 persons engaged in the raising of gold, or in the
employments subordinate to and immediately connected there-
with. And if we estimate the value of the labour of these
parties at £100 a-year each, at an average, we shall not
probably be beyond, but within, the mark; and, on this
hypothesis, it would require a sum of £10,000,000 to defray
their mere wages. Now, it would appear from the accounts
most worthy of credit, that the produce of the gold diggings,
etc., of California in 1851, amounted to from £12,000,000
to £14,000,000; and, taking it at the latter amount, which
is perhaps exaggerated, still it would only yield £4,000,000
of surplus, which, were it equally divided among the parties
employed in raising it, would give £40 to each. : But in-
stead of being equally, it is most unequally, divided; and,
while a few have perhaps realised from £1000 to £5000,
or upwards, it is plain that very many can have made little
or nothing, not even ordinary wages. And this, no doubt,
will also be the case in Australia. But the brilliant prizes,
and the-stories of cobblers and ditchers whom a :fortunate
chance has suddenly raised to-opulence, will not fail to
attract crowds of competitors. 'And the probability is, that
the business of gold-raising will be zealously prosecuted, even
though it should make a most inadequate return to the aggre-
gate hands engaged in it. Under such circumstances, the
supply of bullion may become, to a considerable extent, inde-
pendent of the cost of its production; and the value of gold
in the market may, for lengthened periods, depend chiefly on
its quantity compared with the demand.

Although, therefore, it be true that, under ordinary circum-
stances, commodities are but seldom brought to market unless
they sell at a price sufficient to-repay the cost of their pro-
duction, including therein a reasonable profit to the producers,
yet many things occur to disturb the equilibrium between cost
and price. And though, in the great majority of instances,
such disturbances, when they do occur, are rarely of any very
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considerable permanency, such is not the case with gold and
silver. The circumstances connected with their production
are so very peculiar, that they may be furnished for indefinite
periods, and in large quantities, even when they do not really
indemnify the great body of their producers.

After gold and silver have been brought to market, their

_conversion into coin, or manufactured articles, depends on a
comparison of the profits which may be derived from each
operation. Bullion would not be taken to the mint if it would
yield a greater profit by sending it to a silversmith; and the
latter would not work up bullion into plate, if he could turn
it to better account by converting it into coin. Hence the
values of bullion and coin, in countries where the expenses of
coinage are defrayed by the state, nearly correspond. When
there is any unusual demand for bullion in the arts, coin is
melted down ; and when, on the contrary, there is any unusual
demand for coin, plate is sent to the mint, and the equilibrium
of value maintained by its fusion.

It appears, therefore, that while competition operates with-
out restraint on the production of gold and silver, their value
will vary, as above stated. And, while they constitute the
currency of the commercial world, the price of commodities,
or their value rated in gold or silver, will vary, not only ac-
cording to the variations in the exchangeable value of the
commodities themselves, but+also according to the variations
in the value of the gold or silver with which they are com-
pared.

- II. But if competition were not allowed to operate in the
production of the precious metals—if they were monopolised,
and limited in their quantity—their exchangeable value would
no longer be regulated by these principles. If; after the
limitation, they still continued to be used as money, and if, in
consequence of improved methods of production, raw and
manufactured commodities, and valuable products of all sorts,
were very much multiplied, the exchanges which the limited
amount of money would have to perform, would be proportion-
ally increased. A smaller sum would, therefore, have to be



20 MONEY.

appropriated to each transaction, or, which is the same thing,
money prices would be diminished. "When the supply of
money is fixed, the amount of it given in exchange for com-
modities, varies inversely as the demand, and can be affected
by nothing else.

‘We have assumed in this statement, for the sake of simpli-
fying and elucidating the subject, that the substitutes which
may be used for money, and the methods of economising the
latter, are the same at both periods. Nothing, however, is
easier than to allow for any change in the one or the other.
And, supposing this allowance to have been made, it follows,
if double the usual supply of commodities be brought to
market in a country with a limited currency, that their money
price will be reduced a half; and that, if only half the usual
supply be brought to market, it will be doubled; and this,
whether the cost of their production be increased or dimi-
nished. Products are not then exchanged for money, because
it is a commodity capable of being advantageously used in the
arts, and which has cost a certain quantity of labour, but be-
cause it is the universal equivalent used by the society, and
will, as such, be willingly received by every one. The re-
mark of Anacharsigy the Scythian, that gold and silver coins
seemed to be of no use but to assist in numeration and arith-
metic,* would, if confined to a limited currency, be as just as
it is ingenious, Sovereigns, livres, dollars, etc., would then
really constitute mere tickets or counters for computing the
value of property, and transferring it from one individual to
another. And as small tickets or counters would serve for
this purpose quite as well as large ones, it is unquestionably
true that a debased currency may, by limiting its quantity,
be made to circulate at the value it would bear if the power
to supply it were unrestricted, and it were possessed of the
legal weight and fineness: and, by still further limiting its
quantity, it may be made to pass at any higher value.

Thus it appears, that whatever may be the material of the
money of any country, whether it consist of gold or silver, or

! Hume’s Essay on Money.
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of copper, iron, leather, salt, cowries, or paper, and however
destitute it may be of all intrinsic value, it is yet possible, by
sufficiently limiting its quantity, to raise its value in exchange
to any conceivable extent.

Suppose the existing money of Great Britain to consist of
50,000;000 or 60,000,000 of one pound notes, and that we
are prevented from increasing or diminishing this sum, either
by issuing additional notes or coins, or by withdrawing the
notes in circulation : It is obvious that the quantity of com-
modities for which such notes would continue to exchange,
would increase or diminish with the increase or diminution of
the commodities brought to market. If we suppose that three
times the amount of products now offered for sale, are offered
ten or twenty years hence, and that the economy of circula-
tion has continued the same, prices will fall to one-third part
of their present amount; or, which is the same thing, the
exchangeable value of the paper money will increase in a
threefold proportion : and, on the other hand, if the products
brought to market diminish in the same proportion, the ex-
changeable value of the paper money will be equally reduced.

The principles we have now stated are of the greatest im-
portance to a right understanding of the real nature of money.
Its value depends, at any given moment, on the quantity of
it in circulation, compared with the demand. If it consist

"partly of coin, and partly, of paper immediately convertible
into coin, the value of the paper will obviously depend upon,
and be, in fact, identical with, that of the coin. But if
it consist of paper notes, not convertible into coin, and
which, nevertheless, are legal tender, then it is plain that
the value of such notes must be wholly determined by the
number of them in circulation. Such a currency having
little or no intrinsic worth, its value, in exchange, depends on
the extent to which it has been issued, and on the fact of its
being legal tender. By restricting its issue, its value may be
raised to any extent.

. Speaking generally, the value in exchange of a currency,
consisting of the precious metals, is coincident with the cost of
their production. If a sovereign commonly exchange for two
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or three bushels of wheat, or a hat, it is because the same
labour is commonly required for its production as for that of
either of these commodities ; while, if with a limited and in-
convertible paper money, they exchange for a one pound note,
it is because such is the proportion which, as a part of the mass
of commodities offered for sale, they bear, taking the cost of
each into account, to the supply of paper in the market. This
proportion would, it is evident, be not only immediately, but
permanently, affected by an increase or diminution either of
paper or commodities, But the relation which commodities
bear to a freely supplied metallic currency could not be per-
manently changed, except by a change in their cost, or in that
of the metals.

We have already seen in how far these conclusions are
liable to be affected by the peculiar circumstances under which
gold and silver are frequently produced. But how muchso-
ever their value in exchange may diverge for a while from
the cost of their production, its uniform tendency is to coin-
cide with that cost; and though the value of bullion, as com-
pared with other articles, may differ very widely at different
periods, these differences are usually manifested only by slow
degrees. The vast extent of the surface over which the
precious metals are spread, and the many purposes to which
they may be applied, prevents even the largest additional
supplies from suddenly reducing their value; while, on the
other hand, their great durability prevents any sudden dimi-
nution of their quantity, and the influaence of a fallmg off in
the supply from being speedily visible.

It may, therefore, be laid down generally, that the value of
money depends on the quantity of it in circulation compared
with the exchanges to be effected by its means, or with the
business it has to perform. When, however, money consists
of coins, their value is most commonly limited by, and pro-
portioned to, the cost of their production ; whereas, when it
consists of paper, not convertible into coin, its value is ex-
clusively determined by the magnitude of its issues, and has
nothing to do with the cost of its production. That cost may,
indeed, in its case, be regarded as zero.



MONEY. 23

Such seem to be the circumstances which regulate the value
of money, both when the power to supply it is not subjected
to any species of monopoly, and when it is monopolised and
limited. In the former case, its value generally depends, like
that of the greater number of other commodities, on the cost
of its production ; while, in the latter case, its value is un-
affected by that circumstance, and depends entirely on the
extent to which it has been issued, compared with the de-
mand.

The conclusions deducible from these principles are most im-
portant. A metallic curréncy, on the coinage of which a high
seignorage or duty was charged, and a paper currency, not con-
vertible into the precious metals, were occasionally seen to circu-
late at the same value with a metallic currency of full weight,
and which had been coined at the expense of the state. But no
rational or consistent explanation of these apparently anomalous
results could be given until the effects produced by limiting the
supply of money had been appreciated. Now, however, that
this has been done, these difficulties have disappeared. The
theory of money has been perfected, and we may estimate, a
priori, what, under any given circumstances, would be the effect
of imposing a seignorage, or of issuing inconvertible paper.

13
Sgcr. 111.—A Moderate Seignorage on Coined Money advantageous,
Principles which should regulate its amount.?

The governments of most countries have retained the power
of coining exclusively in their own hands. In antiquity this
privilege was reserved to prevent the confusion which must
attend the circulation of coins of different denominations were

1 Seignorage, strictly speaking, means only the clear revenue derived
by the state from the coinage. But it is now commonly used to express
every deduction made from the bullion brought to the mint to be coined,
whether on account of duty to the state, or of the expense of coinage
(properly brassage). We always use the phrase in its more enlarged
sSense.
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individuals permitted to issue them at pleasure, and to- give
the public greater security, that the stamp should truly indi-
cate the weight and fineness of the metal.! And in more
modern times it has been used not only as a means of afford-
ing a better guarantee to the public, but also of increasing the
national revenue. Much difference of opinion has, how-
ever, existed in regard to a proceeding of this sort. It has
been contended that the state ought in no circumstances to
charge any duty on coined money; and that the expenses of
the mint should always be defrayed by the public. In this
opinion we cannot concur; and the reasoning of Dr Smith,
in favour of a moderate seignorage, appears to us to be quite
unanswerable. No good reason has been given why those
who want coins should not pay for their coinage. A sovereign
is more valuable than a piece of pure unfashioned gold bullion
of the same weight; and for this plain reason, that while-it is
equally well fitted for being used'in the arts, it is better fitted
for being used as money. In imposing a duty or seignorage
on coins to defray the expense of coinage, government merely
receives the equivalent of the additional value conferred by
the process on the bullion. Thoese who carry gold to the mint
would, in truth, have no more reason to complain were they
made to pay the cost of its manufacture than those who carry
it to a jeweller.

But there are other reasons why a seignorage, to this
extent at least, -ought to be exacted. Wherever the ex-
penses of coinage are defrayed by the state, coined gold
or silver, and gold or silver bullion, are very nearly of the
same value. And hence, whenever it becomes profitable
to export the precious metals, coins, in the manufacture of
which a considerable expense has been incurred, are sent
abroad indifferently with bullion. It has indeed been at-
tempted, by prohibiting the exportation of coins, to prevent
the loss that may thus be occasioned ; but these efforts having
proved singularly ineffectual, have been abandoned in this

1 Le Blanc, Zraité Historique des Monnoyes de France, p. 90, ed.
Amst. 1692,
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and most other countries. Adnitting, however, that it were
possible, which it certainly is not, to prevent, or materially
limit, the clandestine exportation of coins, it is conceded on
all hands to be quite nugatory to attempt to prevent their
conversion into bullion. In this there is almost no risk.
And the security with which their fusion may be effected,
and the trifling expenses attending it, will always enable them
to be melted down and sent abroad whenever there is any
unusual foreign demand for the precious metals. This ex-
portation would, however, be either prevented or materially
diminished by the imposition of a seignorage or duty, equal
to the expense of coinage. Coins being, by this means,
rendered more valuable than bullion, it would be sent abroad
in the event of the exchange becoming unfavourable, or of
gold becoming a suitable article of export. And if; as Smith
has observed, it became necessary on any emergency to ex-
port coins, they would, most likely, be re-imported. Abroad
they would be worth only so much bullion, while at home
they would be worth this much, and the expense of coinage
besides. There would, therefore, be an obvious inducement
to bring them back; and the supply of currency would be
maintained at its proper level, without its being necessary for
the mint to issue fresh coins.

Besides relieving the country from the useless expense of
coining money sent abroad as an article of commerce, a mo-
derate seignorage would either prevent or materially lessen
that fusion of.the heavier coins, which always takes place
whenever a currency becomes degraded or deficient in weight.
Previously to the recoinage of 1774, the weight of bullion
contained in the greater number of the gold coins in circula-
tion was reduced nearly two per cent. below the mint stand-
ard; and, of course, the price of gold bullion, estimated in this
degraded currency, rose two per cent., or from £3, 17s. 10d.,
its mint price, to £4 per ounce. This, however, was too minute
a difference to be taken into account in the ordinary business
of buying and selling. And the possessors of coins fresh from
the mint, or of full weight, not obtaining more produce in ex-
change for them than for the lighter coins, sent the former to
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the melting-pot, and sold ‘them as bullion. -But it is easy
to see that this-fusion would have been prevented had the
coins been laden with a seignorage of two per cent. The
heavy coins could not then have been melted without losing
the value given them by the seignorage; and this being equal
to the excess of the market price of bullion above the mint
price, nothing would have been gained by the melters. Had
the seignorage been less than two per cent., the average de-
gradation of the coin, had it, for example, been only one per
cent., all those coins whose value was not more than one per
cent. degraded below their mint standard, might have been
melted ; but if the seignorage had exceeded two per cent., no
coins would have been melted until the degradation had in-
creased to the same or a greater extent. .

This reasoning is bottomed on the supposition that the
coins on which a seignorage is charged are not issued in
excess. If they were, the above-mentioned consequences
would not follow. Their too great multiplication might sink
them even below their value as bullion, and occasion their
immediate fusion or exportation. So long, however, as the
state only coins the bullion brought to the mint by indivi-
duals, there is no risk of this happening. No one, we-may
be pretty well assured, would carry bullion to that establish-
ment, and pay the expenses of its coinage, unless the coins
were thereby rendered so much more valuable than the un-
fashioned metal.

Were government to buy bullion, and coin money on its
own account, it might, by a little attention, easily avoid all
over-issue. Suppose the seignorage were two per cent., then
any given weight of coins of the mint standard ought, pro-
vided the currency be not redundant, to purchase two per
cent. more than the same weight of bullion. So long, there-
fore, as this proportion is preserved between money and bullion,
it shows that the proper supply of currency has been issued.
If the value of the coins decline below this limit, too many of
them must have got into circulation; and if, on the contrary,
their value increase, the supply is too limited, and an addi-
tional quantity may be advantageously issued.
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It must not, however, be concealed, that if it were at-
tempted to charge a high seignorage, it would be extremely
difficult, or rather quite impracticable, to limit the supply of
coins. The inducement to counterfeit money would, under
such circumstances, be very greatly increased, while the
chances of detection would be very much diminished. It
would not then be necessary, to derive a profit from counter-
feit coins, that they should be manufactured of base metal.
The saving of a heavy charge on account of seignorage might
of itself afford a sufficient profit; and this could be derived,
though the metal contained in the forged coins were of
the standard purity. But though it might, for this reason,
and most probably would, be quite impossible to limit the
supply of currency, and consequently to sustain its value,
were any thing like an exorbitant seignorage charged, the
same difficulty would not stand in the way of a moderate
one. The Lusiness of counterfeiting would not be carried
on did it not yield a premium sufficient to indemnify the
forgers for the risks and odium to which they are exposed. A
seignorage less than this would not encourage the issue of
counterfeit coins. And though it might be difficult to form
any very precise estimate of the amount of the premium
referred to, it would not probably be under three or four
- per cent.! .

In his evidence before the Lords’ Committee in 1819, Mr
Mushet stated that, with the improved machinery in use in
the mint, gold coin could be manufactured for about 10s.
per cent.! And the manufacture of the silver coin might then,
we believe, be tuken at about three times as much, or at one
and a-half per cent. It appears from an account given in
the Report published in 1849 (p. 86), of the Commissioners
appointed to inquire into the Constitution, etc., of the Mint,
that the expense of coinage, at an average of the eleven years
ending with 1848, amounted, exclusive of law expenses, to

1 Mr Tooke-read a very able paper on seignorage before the Lords’
Committee of 1819, on the resumption of cash-payments. It is printed
in the appendix to their report.

2 Minutes of Evidence, p. 207.
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£1, 5s. 33d. per cent. The-total amount coined during this
period was £38,275,486, of which £34,877,664 was gold,
£3,329,716 silver, and £68,103 copper. It is said to be very
difficult to distinguish exactly the separate cost of coining the
different metals.. There can, however, be little doubt that the
changes lately introduced into the mint will effect a very cou-
siderable saving in the expense of coining; and the probability
is, that in future it will be under one per cent. on the average
value of the total coins issued. In France the procedure
at the mint has been so much perfected that the expense of
coining gold has been reduced to six fr. on 8,100 fr., or to
‘0193 per cent., and that of silver to 75 cent. per 100 fr., or
4 per cent.! In Russia the gold costs 085, and the sﬂver 2 95
per cent.?

The precise period when a seignorage began to be charged‘
upon English silver coins has not been ascertained. It must,
however, have been very early, Ruding mentions, that in a
mint account of the 6th.Henry IIL, one of the earliest"he
had met with, the profit on £3,898, 0s. 4d. of silver coined at
Canterbury, is stated to be £97, 9s., being exactly 6d.
a-pound, of which the king had £60, 18s. 34d., and the
bishop the residue.® In the 28th Edward I. the seignorage
amounted to 1s. 21d. per pound, 51d. being allowed to the
master of the mint, to indemnify him for the expenses of
coinage, and 9d. to the crown as its profit. Henry VL in-
creased the master’s allowance to 10d. and 1s. 2d., and .the
king’s to 1s. and 2s. In the reign of Edward IV., the
seignorage varied from 4s. 6d. to 1s.6d. It was reduced to
1s. in the reign of Henry VIL; but was prodigiously aug-
mented in the reigns of his successors, Henry VIIIL. and
Edward V1., whose wild and arbitrary measures produced, as
will be afterwards shown, the greatest disturbance of the
currency. During the lengthened reign of Elizabeth, the
seignorage varied from 1s. 6d. to 2s. per pound; at which

1 Chevalier de la Monnaie (p. 110). This work forms the third volume
of Chevalier’s ¢ Cours d’ Economie Politique.” .

2 Storch. tom. vi. p. 74.

3 Annals of the British Coinage, vol. i. p. 179, 4to edition.
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sum it continued, with very little variation, until the 18th of
Charles IT. (1666), when it was remitted.

From this period down to 1817, no seignorage was charged
on the silver coin ; but a new system was then adopted. Silver
having been underrated in relation to gold in the mint pro-
portion of the two metals fixed in 1718, heavy silver coins
were withdrawn from circulation, and gold only being used
in all the larger payments, it became, in effect, what silver
had formerly been, the standard of the currency. The act 56th
Geo. IIL, cap. 68, regulating the present silver coinage, was
framed not to interfere with this arrangement, but so as to
render silver entirely subsidiary to gold. For this purpose it
was made legal tender to the extent of only 40s.; and 66s.
instead of 62s. are coined out of a pound of troy, the 4s. being
retained as a seignorage, which, therefore, amounts to 63%
per cent. The power to issue silver is exclusively in the
hands of government; who may, by not throwing too much
of it into circulation, prevent its fusion, until the market price
of silver rise above 5s. 6d. an ounce.

This arrangement was censured in the debates on the re-
sumption of cash-payments in 1819. It was contended that
the over-valuation of silver with respect to gold would make
debtors use it in preference in discharging their debts, and
that the gold coins would be melted or exported. The result

“has shown that this opinion was erroneous. Debtors cannot
discharge their debts by silver payments ; for, as seen above,
it is legal tender for 40s. only ; and no creditor can be com-
pelled, or would be disposed to take it in payment of a larger
debt, except at its real value.!

In the 18th of Edward IIL, the period when we begin to
have authentic accounts of the gold coinage, a pound troy of
gold bullion was coined into florins, of the value of £15. Of
this sum only £13, 16s. 6d. was given to the party who
brought the bullion to be coined, £1, 3s. 6d. being retained

.V Those who wish for a farther elucidation of this subject, may refer to
Mr Mushet’s evidence in the dppendix to the Lords’ Report “on the Ex-
pediency of the Banks resuming Cash-payments,” where it is discussed at
great length, and in & very able manner.
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as seignorage, of which 3s. 6d. went to the master, and £1 to
the king. But it appears, from the mint indentures, that the
seignorage on the coinage of nobles for the same year, amounted
to only 8s.4d. And, from this remote period to the accession
of the Stuarts, with the exception of the coins issued in the
4th and 5th Edward IV., and the 34th, 36th, and 37th
Henry VIII, the total charge of coining a pound weight of
gold bullion seldom exceeded 7s. or 8s. money of the time.
In the 2d James I, a pound weight of gold bullion was
coined into £40, 10s.; a seignorage of £1, 10s. being de-
ducted; 6s. 5d. of which went to the master, and £1, 3s. 7d.
to the crown. The seignorage on gold was remitted at the
same time (18th Charles IL) with the seignorage on'silver,
and has not since been revived.!

It appears from the official accounts, that the immense sum
of £90,029,764 was coined at the mint into gold coins be-
tween the years 1816 and 1847, both included. If we estimate
the cost of this coinage, including the loss on the old worn
coins, brought to the mint to be recoined, at 12s. per cent.,
it will amount to about £540,000. But had a low seignor-
age of 2 per cent. been charged during this period, two-
thirds, probably, of .this immense coinage would have been
rendered unnecessary ; at the same time that it would have
yielded a revenue of nearly 14 per cent. on the sums that
were coined. )

For some years past, there has been a very extensive demand
for sovereigns and half-sovereigns,? which, being obtained free
of all charge, fresh from the mint, are exported or melted, as the
case may be. It is needless, after what has been previously
stated, to dwell at any greater ‘length on the futlhty of this
practice. It is the sieve of the Danaids over again. We
might, on the same principle, supply natives and foreigners
with plate ad libitum at the price of the bullion, making them

1 In the tables annexed to this article, the reader will find a detailed
account of the amount of the seignorage and its ﬂuctuatxons in dlﬂ‘erent

periods.
* At present (1852), this demand is greater than usual in consequence
of the large exports of coin to Australia.
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a present of the workmanship. Whatever may be thought of
the policy of making coins yield a revenue, there can be no
reasonable doubt that they should, at all events, be charged
with the expense of coinage.

As the regulation of the seignorage, when it did exist,
depended entirely on the will of the sovereign, we need not
be surprised at the variations in its amount, or that it should
have fluctuated according to the necessities and caprices of
succeeding princes. It was, indeed, hardly possible that it
should have been otherwise. Our ancestors were ignorant of
the principle, by a strict adherence to which the imposition of a
considerable seignorage can alone be rendered advantageous.
They considered it as a tax which might be increased and
diminished at pleasure. And, far from taking any steps.to
limit the quantity of coin in circulation, so as to maintain its
value, they frequently granted to corporate bodies, and even to
individuals,' the privilege of issuing coins, not subject to a
seignorage. No wonder, therefore, that it should have been
considered as a most unjust and oppressive tax, and that its
abolition should have been highly popular.

Besides the revenue arising from the seignorage, our kings
formerly derived a small revenue from the remedy or shere.
It being found impossible to coin money corresponding in
-every particular, of weight and purity, with a given standard,
a small allowance is made to the master of the mint, whose
coins are held to be properly executed, provided their imper-
fections, whether on the one side or the other, do not exceed
this allowance, or remedy. Its amount, from the reign of
Edward III. down to 1816, was generally about one-eighth
part of a carat, or 30 grains of pure gold per pound of gold
bullion, and two pennyweight of pure silver per pound of
standard silver bullion. In 1816, the remedy for gold coins

1 Ruding’s Annals of the Coinage, vol. i. p. 185. When the right of
seignorage was abolished, there was a pension, payable out of the profits
derived from it, granted under the great seal, for twenty-one years, to
Dame Barbara Villiers, which the legislature ordered to be made good
out of the coinage duties imposed by that act. (See Ruding, in loco cituto,
and Leake’s Historical Account of English Money, 2d edit., p. 356.)
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was fixed at 12 grains per pound in the weight, and 15 grains
per do. in the fineness; that for silver being, at the same
time, reduced a half,

It does not appear that our princes derived any consxderable
advantage from the remedy previously to the reign of Eliza-
beth. But she, by reducing the master’s allowance for the
expense of coinage from 1s. 2d. to 8d., obliged him to come as
near as possible to the lowest limit allowed by the remedy.
Had the coins been delivered to those who brought bullion to
the mint by weight, the queen, it is plain, would have gained
nothing by this device. But, in the latter part of her reign,
and the first seventeen years of that of her successor, James].,
they were delivered by tale, so that the crown saved, in this
way, whatever additional sum it might otherwise have been
necessary to pay the master for the expenses of coinage. In
the great recoinage in the reign of William IIL, the profit
arising from the remedy amounted to only 8s. on every
hundred pounds weight of bullion; and the coinage is now
conducted with so much precision, and the coins issued so near
their just weight, that no revenue is derived from this source.

The continental princes have, we believe, without any ex-
ception, charged a seignorage on the coinage of: money. In
France, this duty was levied at a very early period. By an
ordonnance of Pepin, dated in 755, a pound of silver bullion
is ordered to be coined into twenty-two pieces, of which the
master of the mint was to retain one, and the remaining
twenty-one were to be delivered to the merchant bringing the
bullion to the mint.! There are no means of ascertaining the
amount of the seignorage taken by the successors of Pepin,
until the reign of Saint Louis (1226-1270), who coined the
marc of silver into 58 sols, while he only delivered 54 sols, 7
deniers, to the merchant : at this period, therefore, the seignor-
age amounted to a sixteenth part of the marc, or to 64 per
cent. It was subsequently increased or diminished without
regard to any fixed principle. In the great recoinage in 1726,
it amounted, on the gold coin, to 7’ per cent., and to 5§ per

-1 Le Blane, p. 87.
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cent.-on silver. In 1729, the miut prices, both of: gold and
silver, were augmented, and the seignorage on the former re-
duced to 53}-per cent., and on the latter to 4} per cent. A
farther reduction took place in 1755 and 1771, when the
seignorage on gold was fixed at 1 per cent.,and on silver at
157 percent.! At the Revolution the seignorage was converted
into a brassage, being reduced nearly to the expense of coinage.

Seor. 1V.—Expense of a Currency consisting of the Precious Metals.

A moderate seignorage has but an inconsiderable effect in
reducing the expense of a metallic currency. This, which is
much greater than is generally imagined, is not occasioned by
the coinage, which is comparatively trifling, but by the value of
the gold and silver vested in coins. If, for example, the cur-
rency of the United Kingdom consisted wholly of gold, it
would amount to at least sixty millions of sovereigns; and if
the customary rate of profit were 6 per cent., it would cost
£3,600,000 a-year : for were this sixty millions not-employed
as -money, it would be-employed in branches of industry in
which, besides affording wages to numerous individuals, it
would yield 6 per cent., or £3,600,000 a-year, nett profit
to its. possessors. And this is not the only loss. The sixty
millions would not merely be withheld from the -great work
of production, and the country deprived of the revenue
derived from its employment, but it would be perpetually
diminished. The wear and tear of coins is by no means
inconsiderable; and supposing the expenses of the coinage
were defrayed by a moderate seignorage, the deficiency in
the weight of the old worn coins, on their being called in

1 Necker, *Administration des Finances” (tom. iii. p. 8).—Dr Smith
has stated (“ Wealth of Nations,” p 21), on the authority of the #Dic-
tionnaire des Monnoies,” of Abot de Bazinghen, that the seignorage on
French silver coins, in 1775, amounted to about eight per cent. The
error of Bazinghen has been pointed out by Garnier, in his translation of
the “Wealth of Nations.”



34 MONEY.

to be recoined, falls on the public. There is, besides, a con-
stant loss from shipwreck, fire, and other accidents. When
due allowance is made for these causes of waste, it may not,
perhaps, be too much to suppose, that a country, which had
sixty millions of gold coins in circulation, would have annu-
ally to import and coin the hundredth part of this sum, or
£600,000, to maintain its currency at its proper level.

Thus it appears that, were the customary rate of profit in
the United Kingdom 6 per cent., it would cost £4,200,000
a-year to maintain sixty millions of gold coins in circulation.
A reduction of the rate of profit would no doubt proportionally
reduce the amount of this expense; but the reduced expense
might still bear the same proportion to the total income of the
country that the higher expense did, and if so, the cost.of the
currency would not be at all diminished. The case of France
furnishes a striking example of the heavy charges attending
the general use of a metallic currency. The gold and silver
currency of that kingdom has been estimated by M. Fould at
2,200 millions fr., and by others at 2,500 millions.! Now,
supposing the lowest estimate to be the more correct, and
taking the rate of profit at 6 per cent., this currency must
cost France a hundred and thirty-two millions fr. a-year,
exclusive of the wear and tear and loss of the coins, which
being taken, as before; at the hundredth part of the entire mass,
will make the whole annual expense amount to a hundred
and fifty-four millions fr.,, or to about siz millions sterling.
This heavy expense forms a very material deduction from the
advantages resulting from the use of a currency consisting
entirely of the precious metals, and has doubtless been the
chief cause why all civilised countries have endeavoured to
fabricate a portion of their money of less valuable materials.
It has not, however, been the only cause. It is obvious, were
there nothing but coins in circulation, that the conveyance of
large sums from place to place would be a very laborious pro-
cess; and that even small sums could not be conveyed without
considerable difficulty. Of the substitutes, calculated alike to

1 Chevalier de la Monnaie, p. 326.
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save expense and to lessen the cost of carriage, paper is in
every respect the most eligible, and has been by far the most
generally adopted. By using it instead of gold, we substitute
the cheapest for the most expensive currency; and enable the
society to exchange all the coins which the use of paper renders
superfluous, for raw materials, or manufactured goods, by the
use of which its wealth and enjoyments are increased. It is
also transferred with the utmost facility. Hence, since the
introduction of bills of exchange, most great commercial
transactions have been adjusted by means of paper only;
and it also is used to a very great extent in carrying on the
ordinary business of society.

SEcT. V.—Paper Money. Principle on which its Value is Maintained.

In the earliest periods, subsequent to the invention of writ-
ing, the pecuniary engagements of individuals would be
written on some sort of material. This secures alike the
debtors and creditors; and obviates most part of the differ-
ences which are so very apt to arise when the terms of
contracts are not distinctly specified. But a very short time
only would elapse before individuals, having the written obliga-
tions of others in a portable form, would begin to transfer
them to their debtors. And, after the advantages derivable
from their employment in this way had been ascertained, it
was an obvious source of emolument for persons, in whose
wealth and discretion the public had confidence, to issue their
obligations to pay certain sums, in such a form as might fit
them for performing the functions of a circulating medium.
None would -refuse to accept as money the promissory notes
or obligations of individuals of large fortune, and of whose
solvency no doubt could be entertained. And as full value
must be originally given for these notes, it is clear that, whilst
their continuance in circulation is no loss to the public, it is a
source of profit to the issuers.

Suppose, for example, that a merchant issues a promissory
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note for £1,000: Previously to' putting it in circulation, he
will have received an equivalent in money, or in some sort of
produce; or, which is by far the most common-case, he will
have advanced it to an individual who has given him security
for its repayment with interest. In point of fact, therefore,
the issuer has exchanged his promise to pay £1,000 for the
interest to be derived from a real capital of that amount ; and
so long as the promissory note, the intrinsic worth of which
cannot well exceed a sixpence, remains in circulation, he will,
supposing interest to be 5 per cent., receive from it a revenue
of £50 a-year. The business.of bankers who issue notes is
conducted on this principle. They could make no profit were
they obliged to keep dead stock or bullion in their coffers,
equal to the amount of their notes in circulation. But if they
be in good credit, a fourth or a fifth part of this sum will per-
haps be sufficient ; and their profits, after the expenses of their
establishments, including the manufacture of their notes, are
deducted, will be measured by the excess of the profit derived
from their notes in circulation, over what they might derive
from the employment of the stock kept in their coffers to
meet the demands of the public. ¢ A bank would never be
established, if it obtained no other profits-but those-derived
from the employment of its own capital : its real advantage
commences only when it employs the capital of others.”!

No means having been devised to limit the supply of pro-
missory notes issued by private .individuals, their value, it
is plain, could not be maintained if the issuers fell into dis-
credit, or were relieved from their promise to pay them. But
it is otherwise with promissory notes issued by the state, or by
a company acting under its control. The quantity of such
notes may be effectually limited. And we have seen that, when
this is the case, intrinsic worth is not necessary to a currency,
and that, by properly regulating the supply of paper declared
to be legal tender, its value may be sustained on a par with
gold or any other commodity.

A limitation of this sort sustained Bank of England paper

1 Ricardo, “ Proposals for an Economical and Secure Currency,” p. 87.
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at a variable value in the interval between the passing of the
restriction act in 1797, and the resumption of buﬁion payments
in 1820. And no rational explanation of this phenomenon,
which is entirely at variance with the old theories of paper
money, can be given on any other principle. The fact of
their being more or less depreciated creates no indisposition on
the part of the public to apply to banks whose -notes are legal
tender. Applicants for loans are indifferent whether the
issuers of paper have, by issuing in excess, depressed its value
relatively to gold, or whether they have restricted the supply
so as to keep it on a level with that metal. These circum-
stances affect those whose incomes do not vary with varia-
tions in the value of money; but, inasmuch as prices rise
and fall with its increase or diminution, they have little in-
fluence over merchants, who are the principal demanders
of discounts, The presenter of a bill for £500 or £1,000
to a bank, has rcceived it, if it have arisen out of a real
commercial transaction, in lieu of goods which, at the then
value of money, were worth £500 or £1,000; and it is this
sum which, by presenting the bill to the bank, he wishes to
obtain, If the value.of money had been different, the price of
the: goods, and consequently the sum in the bill, would also
have been different. It is to this market value of money at
the. time, -that attention is exclusively paid in commercial
transactions. VWhen Bauk of England paper was depressed
through excess, in 1809-1814, from 10 to 25 per cent. below
the value of bullion, the circumstance of its being enacted, that
it should be paid in cash at the restoration .of peace, had as
little effect in raising its. value, as its depreciation had in di-
minishing the applicants for discounts. The truth is, that
individuals never resort to a bank for paper money, unless they
have immediate occasion for it. Assoon as it has been obtained,
they throw it upon the market, for whatever it will bring, And
as they purchased it on the same terms (for the value of money
is hardly ever sensibly affected in the interval between the dis-
count of a bill and the period when it becomes duc), they
generally get as much for it, and perhaps more, than jt cost.
‘We shall immediately explain what constitutes the fatural
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limit to applications for discounts; but enough has been said
to show, that it has nothing to do with the convertibility of
notes into cash,

Those who offer accommodation bills for discount, like those
who offer real bills, consider only the present value of money.
They immediately employ ‘the proceeds in the purchase of
commodities or services, or in the payment of debts; and
whether one pound notes be worth 10s. or 20s. is of no con-
sequence to them, inasmuch as the amount of the bill is
regulated accordingly. :

-That country bank notes cease to circulate as soon as any
suspicion is entertained of the solvency of their issuers, is
nowise inconsistent with these statements. They bear to
be exchangeable, at the pleasure of the holder, for Bank of
England notes. But from the restriction in 1797 down to
1820, the latter not being exchangeable for anything else,
took the place of coin, and became the standard of value.
Hence, when a country bank lost credit, the circulation of its
notes was stopped, from its being believed that it would be
impossible to obtain Bank of England paper in their stead ;
or, in other words, that they would not exchange for that de-
scription of paper which constituted the real medium-of ex-
change. But it is impossible that this paper should itself be
affected by a want of credit. Every one knew that it had no
intrinsic worth. And, as already shown, its value was regu-
lated (and must, whenever it is not made exchangeable for
a given quantity of some other commodity, contmue to be -
regulated) by the amount in circulation.

It appears, therefore, that if there were perfect security, that
the power of issuing paper money would not be abused ; that
is, if there were perfect security for its being issued in such
quantities, as to preserve its value relatively to the mass of cir-
culating commodities nearly equal, the precious metals might
be dispensed with, not only as a circulating medium, or mar-
chandise banale, but also as a standard to which to refer the
value of paper. :

Unfortunately, however, no such security can be given.
This is a point respecting which there can be no difference of
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opinion. The history of this and all other countries, shows
that the power of making unrestricted issues of paper money
has never been entrusted to any man, or set of men, without
being abused; that is, without its being issued in inordinate
quantities. If a private banking company have power to
supply the state with paper, to suppose that they should
exert themselves to sustain its value on a par with gold, by
carefully limiting their issues, would be equivalent to the
not very reasonable supposition, that they should be at-
tentive only to the public interests, and have little or no
care of their own private advantage. The re-enactment of
the restriction act, would have no influence over the value
of paper, provided its quantity were not at the same time
increased. But who can doubt that, in such circumstances,
it would be increased? Such a measure would enable the
Bank of England to exchange bits of engraved paper, not
worth perhaps five shillings a-quire, for as many, or the
value of as many, hundreds of thousands of pounds. And
is it to be supposed, that the directors and proprietors should
not avail themselves of such an opportunity to amass wealth
and riches? If government enable a private gentleman to
exchange a scrap of paper for an estate, will he be deterred
from ‘doing so by any considerations about its effect on the
value of the currency? In Utopia we might, perhaps, meet
with an individual influencéd by such scruples, but if we
expect to find him in England, we shall most likely be
disappointed. It is quite essential that the issuers of paper
money should be placed under some check or control. And
the comparatively steady value of the precious metals, at
once suggests that none can be so effectual as to lay them
under the obligation of exchanging their notes, at the pleasure of
the holders, for given and unvarying quantities of gold orsilver.

It has, however, been contended, that there is a material
difference between paper issued by government in payment of
its debts, and that which is issued by private banking com-
panies in discount of good bills. In regard to the former, it
is admitted on all hands that it may be issued in excess; but
in regard to the latter, it has been strenuously urged that
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“notes issued only in proportion-to the demand,’in exchange
for good and convertible securities, payable at specific periods,
cannot occasion any excess of the circulation, or any deprecia-
tion.” As all the statements advanced by those who argued
that our paper currency was not depreciated between 1797
and 1819, involve this principle, it may be worth while to
examine it a little minutely.

- In the first place, it may be observed, that the demand for
discounts does not depend on the nature of the security.re-
quired for their repayment, but on the rate of interest for which
they may be obtained, compared with the ordinary rate of
profit made by their employment. If an individual can borrow
£1,000, £10,000, or any greater sum, at 3, 4; or 5-per cent.,
and if he can realise 4, 5, or 6 per cent., or upwards, by its
employment, it is evidently for his interest, and it would be
for the interest of every other person similarly situated, to bor-
row to an unlimited extent. And banking companies, relieved
from all obligation to pay their notes in cash, and not, of
course, obliged to keep any unproductive stock or bullion in
their coffers, would be able to issue their notes at the lowest
possible rate of interest ; and the demand for their paper would,
therefore, be proportionally great.

“The interest of money,” says Mr Ricardo, “is not regu-
lated by the rate at which the Bank of England will lend,
whether it be 5, 4, or 3 per cent., but by the rate of profit
which can be made by the employment of capital, and which
is totally independent of the quantity or of the value of money.
‘Whether the bank lent one million, ten millions, or a hundred
millions, they would not permanently alter the market rate of
interest; they would alter only the value of the money which
they thusissued. In one case, ten or twenty times more money
might be required to carry on the same business than what
might be required in the other, The applications to the bank
for money, then, depend on the comparison between the rate
of profit that may be made by the employment of it, and the
rate at which they are willing to lend it. If they charge less
than the market rate of interest, there is no amount of money
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which they might not lend; if they charge more than that
rate, none but prodigals and spendthrifts would be found to
borrow of them. We accordingly find, that when the market
rate of interest exceeds the rate of 5 per cent., at which the
bank uniformly lends, the discount office is besieged with ap-
plicants for money; and, on the contrary, when the market
rate is even temporarily under 5 per cent., the clerks of that
office have no employment.”!

From 1809 to 1815 inclusive, the period in which the
value of paper relatively to gold was lowest, the market rate
of interest considerably exceeded the rate of 5 per cent.,
which was then charged by the Bank of England and most
country banks. Although, therefore, the amount of paper
currency had, in that interval, been very much increased, the
applicants for fresh discounts continued as numerous as ever.
And had the Bank directors not been apprehensive that,
ultimately, they might have to pay their notes in specie, there
can be little doubt that the numbers of them in circulation
would have been materially greater. Such, at least, would
have been the case, had the directors acted to the full extent of
their avowed opinion, that it was impossible to reduce the value
of paper, by engrossing into the circulation such quantities as
were issued in discount of good bills. The wants of commerce
are altogether insatiable. Inconvertible paper money, pro-
vided the rate of interest at which bills are discounted be less
than the market rate, can never be too abundant. Aslong as
this is the case, million after million may be thrown upon the
market. The value of the currency may be so reduced as to
require a one pound note to purchase a quartern loaf; but the
circumstance of its value being diminished in proportion to the
increase of its quantity, would render the demand for additional
supplies as great as ever.

Were the Bank of England in possession of a process where-
by she could produce sovereigns with the same facility as notes;
there could be no question that she might depreciate the value
of gold, by making large issues of what was produced at so

1 Principles of Political Economy, p. 511.
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very little cost. Now, in what respect would this fictitious
case differ from the real situation of the Bank, were the re-
striction act renewed and made perpetual? She would then
be able, without let or hindrance, to exchange paper for
landed property, manufactured goods, government securities,
etc. But we have seen that the value of this paper, like the
value of gold in the hypothetical case, depends entirely on the
proportion which the supply bears to the demand. And as
the demand is not affected by an increase of quantity-—for
that increase, by diminishing its value, renders the larger
quantity of as little efficacy as the smaller—it is abundantly
clear, provided the Bank lent at a sufficiently low rate ot
interest, that there could be no limit to her issues.

On the whole, therefore, whether the power ‘to issue
paper be vested in a private company or in government, it is
plain, it should be placed under some efficient control, such
as the obligation to pay in gold or silver. It is easy to
discover the manner in which a check of this kind limits the
issue of paper and sustains its value. Whenever the Bank
has issued so much paper as to sink its value relatively to
bullion, its notes begin to return upon it, to be exchanged
for a higher value; and the Bank-is obliged, to prevent the
exhaustion of its coffers, to contract its issues, and raise its
paper to a level with gold. An extremely small profit, or an
extremely small depreciation of paper, as compared with gold
or silver, is sufficient to make the holders of bank paper send
it to be exchanged for these metals; and hence the value of
bank notes, convertible at pleasure into an unvarying quantity
of gold or silver, can never differ considerably from its value.
The issues of the Bank of England were, for more than a
century previously to 1797, limited in the manner now ex-
plained ; and, during that whole period, they were hardly ever
depreciated } per cent., and never more than 2 per cent., and
that but for a few days only.

But though it be thus necessary to avert injurious fluctua-
tions in the value of paper, that it should be made exchange-
able at the pleasure of the holder for gold or silver, it is
not essential to this end that it should be made exchangeable
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for gold or silver coins. Previously to the resumption of
specie payments by the Baunk of England in 1821, she was
obliged'to give bars of assayed bullion in exchange for notes,
according to a plan suggested by Mr Ricardo. And there
can be no doubt that this obligation would have sustained the
value of paper quite as effectually as it is sustained by the
obligation to pay in coin of the legal weight and purity, at the
same time that it would have saved the greater part of the
heavy expense occasioned by the use of metallic money. But,
how important soever, these were not the only considerations
that had to be attended to. The discovery of means for the
prevention, or at least diminution, of the forgery to which the
substitution of notes for guineas had given rise, was indis-
pensable to the maintenance of Mr Ricardo’s plan; and,
notwithstanding all the efforts that have been made, this
desideratum has not yet been supplied. Forgery in the
larger description of notes,-or in those for £5 and upwards,
may, with due precaution, be prevented from becoming in-
juriously prevalent. But low notes, or those of the value of
£1 or £2, having to circulate amongst the labouring classes,
‘and in immense numbers, present facilities for the issue of
spurious paper, which it has been found impossible materially
to diminish. Hence, in 1821, the plan of paying in bars of
bullion was abandoned, and the Bank of England recommenced
paying in specie. ®

SecT. VI.—Whether Gold or Silver should be adopted as the Standard
of the Currency, or whether it should consist of both.

As the values of gold and silver perpetually vary, not only
relatively to other things, but also relatively to each other, it
is impossible arbitrarily to fix them by mint regulations. Gold
may now, or at any given period, be to silver as 13, 14, or 15
to 1; but were sovereigns and shillings coined in that proportion,
the discovery of a gold or silver mine of more than the ordinary
degree of productivencss, or the discovery of any abridged
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process by which labour might ‘be saved in the production of
one of the metals, would disturb this proportion. And as
soon as the mint valuation of the two metals ceases to cor-
respond with that which they bear in the market, it becomes
the interest of debtors to satisfy all claims upon them in the
over-valued metal, which, consequently, is alone used in all
considerable transactions,

The regulations under which gold and silver coins circulated
in England previously to 1663, differed at different periods.
In that year the guinea was first coined ; and its value (though
fixed by the mint regulations at the low rate of 20s. in silver),
and the values of the.other gold coins then in circulation,
varied according to the fluctuations in the market values of
gold and silver, the latter being in effect the only legal tender.
But, from a variety of causes—the principal being, perhaps,
the extremely unsatisfactory state of the silver coin, gold
began, in the reign of Charles IL., to be used in preference to
silver in large payments. Previously to the great recoinage
of silver in the reign of William HI. (1696-1699), the silver
coins were so much worn and degraded, that the guinea passed
current at from 28s. to 30s. After the recoinage, its value
was very generally estimated, without any interference on the
part of government, at 21s. 6d.; a valuation which was equi-
valent to a premium of 10d. in its favour, it being really worth
only about 20s. 8d. of the new silver coins.

In consequence of this marked, though unintentional, pre-
ference of gold, the silver coins shortly began to be largely ex-
ported ; and, to stop their exportation, the value of the guinea
was reduced, by proclamation in 1717, from 21s. 6d., at which
it had been fixed by custom, to 21s., both metals being made
legal tenders in that proportion, or in the ratio of 1 Ib. gold
to 15258 lbs. silver. DBut notwithstanding this reduction,
which was made pursuant to the advice of Sir Isaac Newton,
the guinea was still over-valued as compared with silver. This
excess was estimated at the time as being at least 4d. in the
guinea, or 13§ per cent.;! and as the value of silver compared

! Liverpool on Coins, pp. 68-85.
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with gold continued to increase for the greater part of last
century, it afterwards became considerably greater; and this
circumstance rendered it, as already stated, more and more
the interest of all parties to pay in gold rather than in silver.
Hence gold became in practice the only legal tender. And
during the lengthened period from 1717 down to 1816, no
silver coins of the legal weight and purity would remain in
circulation, but were either melted down, or exported to other
countries, where they passed at their full value. In conse-
quence, the silver currency consisted entirely of light, worn
coins. But as it existed only in a limited quantity, it did not,
according to the principle already explained, sink in its current
valug, Though degraded, it was still the interest of debtors
to pay in gold. 1If, indeed, the quantity of debased silver had
been very great, or if the mint had issued debased pieces, it
might have been the interest of debtors to pay in such debased
money ; but its quantity being limited, it sustained its value,
and gold was really the standard of the currency.

The mint regulations issued in 1717, continued in full
force down to 1774, when it was enacted by the 14 Geo.
IIL., cap. 42, that silver coins should not be legal tender
by tale for more than £25 in any one payment, but that
standard silver should be legal tender to 'my amount in
welght at the mint price of. 5s. 2d. an ounce.* This act had
not, however, as some have supposed, any effect in causing
the general employment of gold as money in preference to
silver. For, to use the words of Mr Ricardo, it did not pre-
vent any debtor from paying any debt, however large its
amount, in silver currency fresh from the mint. That the
debtor did not pay in this metal was not a matter of chance, nor
a matter of compulsion, but wholly the effect of choice. It did

1 Being infended as an experiment, this act was limited to the Ist May
1776. But not being found to be productive of any inconvenience, it was
prolonged by other temporary acts. It was, however, suffered accidentally
to expire in 1783, and was not renewed till fifteen years after, in 1798,
And yet, despite the extremely degraded state of the silver coin, very few
instances occurred during this lengthened period of its being offered in
payment of any consxderable sum,
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not suit him to take silver to the mint, but it did suit him to
take gold hither. It is probable that if the quantity of this
debased silver in circulation had been enormously great, and
also a legal tender, that a guinea would have been, as in the
reign of William IIL, worth thirty shillings; but it would
have been the debased shilling that had fallen in value, and
not the guinea that had risen.”?

In France, a different valuation of the precious metals pro-
duced a different effect. The louis d’or, which, previously to
the recoinage of 1785, was rated in the mint valuation at 24
livres, was really worth 25 livres 10 sols. Those, therefore,
who chose to discharge the obligations they had contracted,
by payments of gold rather than of silver, plainly lost 1 liv.
10 sols on every sum of 24 livres. In consequence, very few
such payments were made, gold was nearly banished from
circulation, and the currency of France became almost entirely
silver? In 1785, a sixteenth part was deducted from the
weight of the louis d’or, and since that period the value of the
Pprecious metals, as fixed in the French mint, has more nearly
corresponded with the proportion which they bear to each
other in the market. Indeed, it was stated, in evidence before
a committee of the House of Commons in 1819, that the
difference between the mint and market proportions of gold
and silver at Paris in 1817 and 1818, had not exceeded from
one-tenth to one-fourth per cent. There is, however, no
reason to presume that this coincidence, which must have been
in a great degree accidental, can long be maintained under
any arbitrary system. To ensure the indifferent use of gold
and silver coins in countries where they are both legal tender,
their mint values would require to be every now and then
adjusted, so as to correspond with their real values. But as
this would obviously be productive of much trouble and in-
convenience, the preferable plan undoubtedly is to make only
one metal legal tender, and to allow the worth of the other to
be adjusted by the competition of the sellers and buyers.

The absurdity of employing two metals as legal tender, or

1 Principles of Political Economy, p. 520. ? Say, 1. p. 393.
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as a standard of value, was unanswerably demonstrated by
Locke and Harris, and has been noticed by every subsequent
writer. But so slow is the progress of improvement, that it
was not till 1816 that it was enacted that gold should be
in law, what it had long been in fact, the only legal tender for
sums of 40s. and upwards. From that period, silver has been
a mere subsidiary currency, used only in small payments.

Whether, however, gold should have been adopted as the
standard of exchangeable value, in preference to silver, is a
question not so easy of solution, and on which there has been
a great diversity of opinion. Locke, Harris, and Ricardo, are
of opinion that silver is better fitted than gold for a standard ;
whilst Smith, though he has not explicitly expressed him-
self, appears to think that gold should be preferred. This
latter opinion has been supported by Lord Liverpool, in his
very valuable work “On_the Coins of the Realm.” And his
reasonings having received the approbation of Parliament, and
gold having been made legal tender, all attempts to alter this
arrangement ought to be opposed.

The late extraordinary increase in the supply of gold has
led many persons to anticipate great inconvenience from the
fall which may be expected to take place in its value. But,
supposing that this fall should, as appears most probable, take
place in the end, there is no ground for concluding that it will
be brought about otherwise than by slow degrees; and if so,
it will not occasion any injurious disturbance. About 140 or
150 years elapsed from the discovery.of America before the
influx of bullion from the new into the old world produced its
full effect. And it is doubtful, considering the vastly in-
creased field for the @mployment of gold and silver, whether
the supplies from Siberia, California, and Australia, will
speedily exercise any very material influence. 'We have else-
where shown that a gradual fall in the value of gold would, in
a public point of view, be highly advantageous.!

Whether gold or silver be adopted as the standard of the
currency, does not affect its total cost or value; for, the

. 1 Treatise on Taxation. Part IL. c. 11,
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quantity of metal employed as money,-or the -quantity of
metal for which paper is the substitute, is always inversely as
the value or cost of such metal. When gold is the standard,
fourteen or fifteen times less of it than of silver is required;
or, which is the same thing, if the denomination of a pound
be given to any specific weight of gold or silver, fourteen or
fifteen times more of such silver pounds will be required to
serve as currency, fourteen or fifteen to one being about the
proportion which gold bears in value to silver. Hence the
expense of a gold or silver currency is identical. Gold being
too valuable, in proportion to its bulk, to be coined into pieces
of the value of a shilling or a sixpence, the subsidiary currency
necessary in small payments, should be over-valued, and issued
only in limited quantities, as is the case with .the present
silver comage

‘Were a seignorage charged on the gold coins, paper, it is
obvious, might be depreciated to its extent, before it would
be the interest of the holders to demand coin for the purpose
of exportation, and consequently before the check of specie
payments would begin to operate. But, even with a seign-
orage, all risk of paper being depreciated, might be-obviated
by making it obligatory on the Bank to pay their notes, either
in bullion, at the mint price of £3, 17s. 10id. an ounce,
or coin, at the pleasure of the holder. A regulation of this
kind could not be justly considered as imposing any hardship
on the Bank; for no bullion would be demanded from her,
except when, by the issue of too much paper, its value had
been sunk below the standard.

Secr. VII.—Standard of Money. Degradation of the Standard in
Rome, France, Great Britain, and other countries. Effects of this
degradation.

By the standard of money is meant the degree of the purity
or fineness of the metal of which coins are made,-and the
quantity or weight of such metal in them. A pound troy, or
twelve ounces, of the metal in English silver coins, contains
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11 ounces 2 dwts. fine silver, and 18 dwts. alloy. And this
standard pound, or pound sterlirig, is coined into 66 shillings ;
which, consequently, contain %2 parts of }§ of a pound troy,
or 1614-545 grains fine silver. From the 43 of Elizabeth
down to 1816, when the 56th Geo. III. cap. 68, imposing
a seignorage of about six per cent. on the silver coin, was passed,
the pound weight of standard silver bullion was coinéd into
62 shillings. All English silver coins have been coined out
of silver of 11 oz. 2 dwts. fine, from the Conquest to this
moment, excepting for ‘a period of sixteen years, from 34th
Henry VIII. to the 2d Elizabeth.

The purity of gold is not estimated either in Great Britain,
or in most other European countties, by the weights com-
monly in use, but by an Abyssinian weight called a carat!
The carats are subdivided into four parts, called grains, and
these again into quarters; so that a carat grain, with respect
to the common divisions of a pound troy, is equivalent to 2%
penny-weights. Gold of the highest degree of fineness, or
pure, is said to be 24 carats fine. When gold coins were first
struck at the English mint, the standard of the gold in them
‘was 23 carats 3% grains ﬁne, and § grain alloy; and so it
continued \uthout any variation to the 18th Heunry VIII,,
when a new gold standard of 22 carats fine, and two carats
alloy was introduced. The-first of these was called the old
standard ; the second, the new standard or crown gold, because
crowns, or pieces of the value of five shillings, were first coined
of this new standard. Henry VIII. ‘made his gold coins of
both standards ; and this practice was continued by his suc-
cessors till 1633. From the latter period to the present, gold
coins have been invariably of the mew standard, or crown
gold. Some coins of the old standard continued to circulate
till 1732, when they were forbidden to be any longer current.?

1 The carat is a bean, the fruit of an Abyssinian tree, called Kuara.
This bean, from the time of its being gathered, varies very little in its
weight, and seems to have been in the earliest ages, a weight for gold in
Africa. In India it is used as a weight for diamonds, &c. (Bruce’s
T'ravels, vol. v. p. 66.)

? Liverpool on Coins, p. 27.
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The standard of our present gold coins is, therefore, eleven
parts of fine gold, and one part of alloy. The pound troy of
such gold is divided into 46.8%; sovereigns, each of which ought,

consequently, when fresh from the mint, to weigh 41—6155’-9 of

twelve ounces, or five dwts. 3131 grains standard gold, or
four dwts. 17y4f5 grains pure gold.

The alloy in coins is reckoned of no value. It is allowed,
to save the trouble and expense that would be incurred in
refining the metals so as to bring them to the highest degree
of purity; and because, when its quantity is small, it renders
the coins harder, and less liable to be worn or rubbed. 1If the
quantity of alloy were considerable, it would lessen the splen-
dour and ductility of the metals, and would add too much to
the weight of the coins.

Having thus ascertained what the standard of money really
is, we proceed briefly to examine the effects produced by its
variation. This is a very important inquiry, both in a prac-
tical and historical point of view.

Directly to alter the terms of the contracts between indi-
viduals, would be too barefaced and tyrannical an interference -
with the rights of property, to be tolerated. Those,, there-
fore, who endeavour to enrich one part of society at the ex-
pense of another, find it necessary to act with caution and
reserve. Instead of changing the stipulations in contracts,
they have ingeniously bethought themselves of changing the
standard, by which these stipulations are adjusted. They
have not said, in so many words, that ten or twenty per cent.
should be added to, or deducted from, the debts and obliga-
tions of society, but they have, nevertheless, effected this by
making a proportional change in the value of money. Men,
in their bargains, do not, as has been already seen, stipulate
for signs or measures of value, but for real equivalents. Money
is not merely the standard by a comparison with which the
values of commodities are ascertained; it is, also, the equivalent,
by the delivery of a specified amount of which the stipula-
tions in most contracts and engagements may be discharged.
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It is plain, therefore, that it cannot vary without affecting
these stipulations. Every addition to its value makes a cor-
responding . addition to the debts of the state, and of indi-
viduals ; whereas every diminution of its value makes a cor-
responding diminution of these debts. Suppose that, owing
to an increase in the cost of gold and silver, or in the quantity
of bullion contained in coins of the same denomination, the
value of money is raised ten per cent.: it is plain that this will
add ten per cent. to the various sums which one part of
society owes to another. Though the nominal rent of the
farmer, for example, continues stationary, his real rent is
increased. He pays the same number of pounds, or livres,
or dollars, as formerly ; but:these have become more valuable,
and require to obtain them the sacrifice of a tenth part more
corn, labour, or other things, the value of which has remained
stationary. On the other hand, had the value of money fallen
ten per cent., the advantage would have been wholly on the side
of the farmer, who would have been entitled to a discharge
from his landlord, when he had paid him only nine-tenths of
the rent really bargained for.

But, though it be thus obviously necessary, to prevent a
pernicious subversion of private fortunes, and the falsifying
of all precedent contracts, that the standard of money, when
once fixed, should be maintained inviolate, there is nothing
which has been so frequently changed. 'We do not now allude
to variations in the value of bullion itself, against which it is
impossible to guard, but to variations in the quantity of bullion
contained in the same nominal sums of money. In almost
every country, debtors have been enriched at the expense of
their creditors. The necessities, or the extravagance of
governments, have forced them to borrow. And torelieve them-
selves of their encumbrances, they have almost universally had
recourse to the disgraceful expedient of degrading or enfeebling
the coin ; that is, of cheating those who had lent them money,
and of enabling every private debtor in their dominions to do
the same by his creditors.

The ignorance of the public in remote ages facilitated this
variety of fraud. Had the names of the coins been changed
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when the quantity of metal-contained in them was reduced,
there would have been no room for misapprehension. But,
though the weight of the coins was undergoing perpetual, and
their purity occasional, reductions, their ancient denominations
were almost uniformly preserved. And those who saw coins
of a certain weight and fineness circulate under the names of
florins, livres, and pounds, and who saw them continue to
circulate as such; after both their weight and their fineness
had been lessened, began to think that they derived their
value more from the stamp affixed to them by authority of
government, than from the quantity of the precious metals
which they contained. This was long a very prevalent opinion.
But the rise of prices which invariably followed every reduc-
tion of the standard, and the disturbance which it occasioned
in every pecuniary transaction, undeceived the public, and
taught them, though it may not yet have taught their rulers,
the expediency of preserving the standard of money inviolate.

Before proceeding to notice the changes made in the cur-
rency of this and other countries, it may be proper to observe,
that the standard is generally debased in one or other of the
undermentioned ways. i

First, by altering the denominations of the’ coms, without.
making any alteration -in their weight-or purity. Thus, sup-
pose sixpence, or as much silver as there is in a sixpence,
were called a shilling, then a shilling would be two shillings,
and twenty of these shillings, or ten of our present-shillings,
would make a pound sterling. This would be a reduction of
fifty per cent. in the standard.

Secondl), the standard may be- reduced, by continuing to
issue coins of the same weight, but makmg them b'lser, or
with less pure metal and more alloy.

Thirdly, it may be reduced by making the coins of the same
degree of purity, but of diminished weight, or with less pure
metal ; or it may be reduced partly by one of these methods,
and partly by another.

The first of these methods of degrading the standard was
recommended by Mr Lowndes in 1695 ; and if injustice is to
be done, it is, on the-whole, the least mischievous mode in
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which it can be perpetrated. It saves all the trouble and
expense of a recoinage; though, as it renders the fraud too
obvious, it has been but seldom resorted to. But in inquiries
of this kind, it is rarely necessary to investigate the manner
in which the standard has been degraded. And by its reduc-
tion or degradation, is- usually meant a diminution of the
quantity of pure metal contained in coins of the same deno-
mination without regard to the mode in which it may have
been effected.

Conformably to what has been observed in the first section
of this treatise, relative to the universality of the ancient
practice of weighing the precious metals in every exchange, it
is found that the earliest coins of most countries had the same
names and were of the same ponderosity as the weights com-
monly used in them. Thus, the talent was a weight used in
the earliest periods by the Greeks, the as or lbra by the
Romans, the lvre by ‘the French, and the pound by the
English, Scotch, &c.; and the coins originally in use in
Greece, Italy, France, and England, received the same de-
nominations, and weighed a talent, a libra or pondo, a livre,
and a pound. The standard has not, however, been preserved
inviolate, either in ancient or modern times. But to attempt
. to trace these changes with any degree of minuteness, would
lead us into too many details ; and we shall content ourselves
with refemng to those only whlch seem to be of most im-
portance.!

RomaN MoNEY.—We learn from Pliny, that the first
Roman coinage took place in the reign of Servius Tullius;
that is, according to the common chronology, about 550 years
before Christ. The as, or libra, of this early period, contained
a Roman pound of copper, the metal then exclusively used in

1 For an account of the money of the Greeks, and of the ancients gene-
rally, the reader is referred to Raper’s “Inquiry into the Value of the Ancient
Greek and Roman Money ” in the Transactions of the Royal Society for
1771 ; Pinkerton “ On Medals;” Hussey “ On Ancient Weights and
Money;” and to the various articles on the same subject in Smith's
¢ Dictionary of Greek and Roman Antiguities.”
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the Roman coinage, and was divided into twelve parts or
uncie. If we may rely on Pliny, this simple and natural
system was maintained until 250 years before our ra, or
until the first Punic war, when the revenues of the state being
insufficient, it was attempted to supply the deficiency, by
reducing the weight of the as from twelve to two ounces.
But it is extremely improbable that a government, which had
maintained its standard inviolate for 300 years, should have
commenced the work of degradation, by at once reducing it
to a sizth part of its former amount; and it is equally im-
probable that so sudden and excessive a reduction should
have been made in the value of the current money of the
state, and, consequently, in the debts of individuals, without
occasioning the most violent commotions. Nothing, however,
is said in any ancient writer to entitle us to infer that such
really took place; and we, therefore, concur with those
who think that the weight of the as had been previously-re-
duced, and that its diminution, which, it is most probable,
would be gradual and progressive, had merely been carried
to the extent mentioned by Pliny during the first Punic war.
In the second Punic war, or 215 years B. C., a further degra-
dation took place, and the weight of the as was reduced from
two ounces to one ounce. And by the Papyrian law, sup-
posed to have passed when Papyrius Turdus was tribune of
the people, 175 years B. C., the weight of the as was reduced
to half an ounce, or to F;th part of its ancient weight, at
which it continued till Pliny’s time, and long afterwards.

1 « Servius rex primus'signavit 22s. Antea rudi usos Romee Remeus
tradit. Signatum est nota pecudum unde et pecunia appellata. . . . .
Argentum signatum est anno urbis DLXXXYV. Q. Fabio Cos. quinque
annos ante primum bellum Punicum. Et placuit denarius prox. libris
eeris, quinarius pro quinque, sestertium pro dipondio ac semisse. Libre
autem pondus =ris imminutum belle Punico primo cum impensis resp.
non sufficeret, constitutumque ut asses sextentario pondere ferirentur. Ita
quinque partes factze lucri, dissolutumque ss alienum. . . . . Postea,
Annibale urgente, Q. Fablo Maximo Dictatore, asses unciales facti:
placuitque denarium xvi. assibus permutari, quinarium octonis, sestertium
quaternis. Itaresp. dimidium lucrata est. Mox lege Papyria semunciales
asses facti.” Plinii, « Hist. Nat.,” lib. xxxiij. cap. 3. Lugd. Bat. 1669.
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The denarius, the principal silver coin in use amongst the
Romans for a period of 600 years, was coined five years be-
fore the first Punic war, and was, as its name imports, rated
in the mint valuation at ten asses. Mr Greaves, whose dis-
sertation has been deservedly eulogised by Gibbon,! shows
that the denarius weighed at first only one-seventh part ot
a Roman ounce,® which, if Pliny’s account of the period
when the weight of the as was first reduced be correct,
would give the value of silver to copper in the Roman
mint as 840 to 1, which Greaves very truly calls a “most
unadvised proportion.” But if we suppose, with Pinkerton,®
that, when the denarius was first issued, the as only weighed
three ounces, the proportion of silver to copper would be as
252 to 1—a proportion which, when the as was soon after-
wards reduced to two ounces, would be as 168 to 1, or 'about
a third more than in the British mint, When, in the second
Punic war, the as was reduced from two ounces to one, the
denarius was rated at sixteen asses.

During his stay in Italy, Greaves weighed many con-
sular denarii; that is, as he explains himself, denarii which
were struck after the second Punic war and previously to
the government of the Cewmsars; and he found, by frequent
and exact trials, that the best and most perfect of them weighed
62 grains English troy weight.* Now, as the English shilling
(new comage) contains very nearly 871 grains standard silver,
this would give 81d. for the value of the consular denarius.
‘We should, however, fall into the greatest mistakes, if we in-
discriminately converted the sums mentioned in the Latin
authors by this or any other fixed proportion. It is not enough
to determine the real value of a coin, to know its weight: the

1 Declihe and Fall, vol. iii. p. 89.

2 This is, indeed, decisively proved by a passage in Celsus: « Sed et
antea sciri volo in uncia pondus denariorum esse septem.”—Cels. lib. xv.
cap. 17.

3 Essay on Medals, vol. i. p. 162, edit. 1808.

4 Qreaves’ Works, i. 262. The weight of the denarius, as given by
other authorities, may be seen in p. 135 of Hussey’s excellent “ Treatise
on Ancient Weights and Money.”
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degree of its purity, or the fineness of the metal of which
it is made, must also be known. But Greaves assayed none
of the denarii which he weighed. And though it were
true, as most probably it is, that, from the first coinage of
silver in the 485th year of the city to the reign of Augustus,
the weight of the denarius remained constant at }th part of a
Roman ounce, or about 62 grains; and that, from the reign
of Augustus to that of Vespasian, it only declined in weight
from }th to }th of an ounce;® still it is abundantly certain
that its real value was reduced to a much greater extent.
The authority of Pliny, in this respect, is decisive; for he
states that Livius Drusus, who was tribune of the -people
in the 662nd year of the city, or 177 years after the first
coinage of silver, debased its purity, by alloying it with th
partof copper.® And, in a subsequent chapter (the ninth)
of the same book, he informs us that Antony the triumvir
mixed iron with the silver of the denarius; and that,-to
counteract these abuses, a law was afterwards made, providing
for the assay of the denarii. Some idea of the extent to which
the purity of the coins had been debased, and of the disorder
which had in consequence been occasioned, may be formed
from the circumstance, also mentioned by Pliny, of statues
being everywhere erected in honour of Marius Gratidianus,
by whom the law for the assay had been proposed. But- this
law was not long respected ; and many imperial denarii are
now in existence, consisting of mere plated copper.® .

Gold was first coined at Rome sixty-two years after silver,
in the 547th year of the city, and 204 years B.c. The
aureus originally weighed Jsth part of the pondo, or Roman
pound ; but, by successive reductions, its weight was reduced,
in the reign of Constantine, to only »%nd part of a pound.
The purity, however, as well as the weight of the aureus, was
diminished. Under Alexander Severus it was alloyed with
1th part of silver. We learn from Dion Cassius, contemporary

1 Greaves, vol. i, p. 331, Gibbon’s Miscellaneous Works, vol. v. p. 71.
2 Pliny Hist. Nat., lib. xxxiij. cap. 3, previously quoted.
3 Bazinghen, ¢ Dictionnaire des Monnoies,” tom. ii. p. 64.
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of Severus, that the aureus wasrated at twenty-five denarii,
a proportion which Pinkerton thinks was always maintained
under the emperors,!

The want of attention to this progressive degradation has led
the translators of ancient writers and their commentators, to
the most erroneous conclusions. The sestertius, or money
unit of the Romans, was precisely the fourth part of a den-
arius.’ When, therefore, the latter was worth 83d., the
former must have been worth 2}d. But the sestertius
being thus plainly a multiple of, and bearing a fixed and de-
termined proportion to the denarius, and consequently to the
as, the aureus, and the other coins generally in use, it would
partake of their fluctuations. When they were reduced, it
would be likewise reduced ; for had it not, or had the number
of degraded denarii and aurel contained in a given sum of
sestertii been increased in proportion to their degradation,
nothing, it is obvious, would have been gained by falsifying
the standard. Inasmuch, however, as we know that on one
occasion the republic got rid of half of its debts, dimidium
lucrata est, by simply reducing the standard of the as, the
value of the sestertius must have fallen in the same propor-
tion, just as in England we should reduce the pound sterling
by reducing the shillings of which it is made up.?

1 Essay on Medals, vol. i. p. 183. ? Vitruvius, Lib. iii. cap. 1.

3 Writers on ancient coins, with the exception of Pinkerton, agree in
supposing the sestertius to have been originally, and to have always con-
tinued to be, a silver coin. Pinkerton, however, has denied this opinion;
and, on the authority of the following passage of Pliny, contends that the
sestertius was, at the time when Pliny wrote, whatever it might have been
before, a brass coin, * Summa gloria sris nunc in Marianum conversa,
quod et Cordubense dicitur. Hoc a Liviano cadmiam maxime sorbet, et
orichalci bonitatem imitatur in SESTERTIS, DUPONDIARIISQUE, Cyprio suo
Ass1BUS contentis.”—(Lib. xxxiv. cap. 2.) That is, literally, * The
greatest glory of brass is now due to the Marian, also called that of
Cordova. This, after the Livian, absorbs the greatest quantity of lapis
calaminaris, and imitates the goodness of orichalcum (yellow brass) in
our SESTERTII and DUPONDIARI, the ASSES being contented with the
Cyprian (brass).” [Pliny had previously observed that the Cyprian was
the least valuable brass.] This passage is, we think, decisive in favour of
Pinkerton’s hypothesis. But, in the absence of positive testimony, the
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Arbuthnot’s ¢ Tables of Ancient Coins,” which, for a
lengthened period, were considered of high authority, are con-
structed on the hypothesis that the consular denarii weighed by
Greaves were of the same purity as English standard silver,
and that no subsequent diminution was made either in their
weight or fineness. The conclusions derived from such data,
though differing in degree, are of the same character as those
which we should arrive at,if;in estimating thevalue of the pound
sterling during the last hundred years, we took for granted
that it contained a pound weight of standard silver, as in the
period from the Conquest to the reign of Edward I. And, in
addition to this source of error, the sums in ancient writers
were, probably, at first set down with little regard to accuracy;
and they have been peculiarly obnoxious to error from the
carelessness of copyists and transcribers. But, however ex-
plained, many of the statements in the classics, as rendered by
Arbuthnot and others, are quite incredible. Thus,.we are
told that Julius Ceesar, when he set out for Spain, after his
pretorship, was £2,018,229 sterling worse than nothing; that
Anugustus received, in legacies from his friends, £32,291,666 ;
that the estate of Pallas, a freedman of Crassus, was worth
£2,421,875, and, which is still better, that he received £121,093
as a reward for his virtues and frugality ; that Asop, the tra-
gedian, had a dish served up at his table which cost £4,843;
that Vitellius spent £7,265,625 in twelve months, in eating
and drinking; and that Vespasian, at his accession to the
empire, declared that an annual revenue of £322,916,666
would be necessary to keep the state machine in motion. It
is astonishing that but few of our scholars or commentators
seem to have been struck with the palpable extravagance of

small value of the sestertius might be relied on as a pretty sufficient proof
that it could not be silver. When the denarius weighed 62 grains, the
sestertius must have weighed 163, and been worth 23d.; but a coin of so
small a size as to be scarcely equal to one-third part of one of our six-
pences, would have been extremely apt to be lost, and could not have
been struck by the rude methods used in the Roman mint with anything
approaching to even tolerable precision. It is, therefore, more reason-
able to suppose that it was of brass.
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these and similar statements; though, to use the words of
Garnier, they have brought ¢ I'Histoire Ancienne, sous le
rapport des valeurs, au méme degré de vraisemblance que
les contes de Mille et un Nuits.” It should be remembered
that, from the greater poverty of the mines of the old world,
and the comparatively small progress made in the art of
mining, the value of gold and silver was much—probably
four times—greater in antiquity than at present. DBut, with-
out taking this circumstance into account, the computations
referred to are too obviously absurd to deserve any attention,
Vespasian would have been very well satisfied with a revenue
of twenty millions; and there are good grounds for supposing
that the Roman revenue, when at the highest, never amounted
to so large a sun.?

FreENcH MoNEY.—From about the year 800, in the relgn
of Charlemagne, to the year 1103, in that of Philip 1., the
French livre, or money unit, contained exactly a pound welght
or twelve ounces (poids de marc) of pure silver. It was
divided into twenty sols, each, of course, weighing J;th part
of a pound. This ancient standard was first violated by
Philip I, who diminished considerably the quantity of pure

“silver contained in the sols. The example, once set, was so
well followed up, that in 1180 the livre was reduced to less
than a fourth partof its original weight of pure silver. In
almost every succeeding reign there was a fresh diminution.
“La monnoye,” says Le Blanc, ¢ qui est la plus précieuse et
la plus importante des mésures, a changé en France presque
aussi souvent que nos habits ont changé de mode.” And.to
such an extent had the process of degradation been carried,
that, at the Revolution, the livre did not contain a seventy-eighth
part of the silver contained in the livre of Charlemagne. It
would then have required 7,885 livres really to extinguish a
debt of 100 livres contracted in the ninth or tenth centuries
and an individual who, in that remote period, had an annual
income of 1,000 livres, was as rich, in respect to money, as

1 Gibbon, vol. i. p. 209, edit. 1838,
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those who, at the Revolution, enjoyed a revenue of 78,850
livres.!

We subjoin an abridged table, calculated by M. Denis,
exhibiting the average value of the French livre in different
periods, from the year 800 to the Revolution :—

Value of the
Livre in the
current money|
of 1789.

Reigns. Years,

Liv, 8ols. Den.
From the 32d year of Charlemagne to

the 43dhyear of Phililfhl.’l or from} 800 to 1103 | 78 17 0
Part of the reign of Philip 1.,

Louis V1, and VIL, P } 1103...1180 | 18 13 8
Philip I1. and Louis VIIIL, . 1180...1226 { 19 18 44
Louis IX. and Philip IV. ., 1226...1314 | 18 3 &
Louis X, and Philip V., . s 1314...1322 | 17 3
Charles IV. and Philip VL, . 1322...1350 | 14 11

[
ot

John, . . . . 4 e 1350...1364 | 9 19 23
Charles V., . . . s 1364 ... 1380 9.9 8
Charles VI, . . . 1380...1422| 7 2 3
Charles VII,, . . . .o 1422 ... 1461 513 9
Louis XT., . . . .o 1461.,.1483 419 7
Charles VIII., . . . .es 1483 ... 1498 410 7
Louis XII., e e e e 1498...1515 | 319 8
Francis I, . . . . 1516...1647 | 311 2
Henry IL and Franeis IL, . 1547...1560 | 3 6 44
Charles IX., . . . 1560...1574 | 218 7
Henry I1I,, . . . .ee 1574 ... 1689 21211
Henry 1V., e 1689...1610 | 2 8 0
Louis XIII., . . . ees 1610 ... 1643 115 3
Louis XIV., . . . 1643...1716 | 1 4 11
Louis XV., e e e 1715...1720 | 0 8 0
Louis XV, and XVI,, . . 1720...1789 |-1.0 0

Those who wish for a detailed account of the various
changes in the weight and purity of French coins, may, be-
sides the excellent work of Le Blanc, consult the elaborate
and very complete tables at page 905 of the ¢ Traité des
Mésures” of Paucton, and at page 197 of the ¢ Essai sur les
Monnoies” of Dupré de St Maur.

It was not to be expected that degradations originating in
the necessities, the ignorance, and the rapacity of a long series

! Paucton, ¢ Traité des Mésures, Poids,” ete., p. 693.
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of arbitrary princes, should be made according to any fixed
principle. They were sometimes the result of an increase in
the denomination of the coins, but more frequently of a diminu-
tion of the purity of the metal of which they were struck.
A degradation of this kind was not so easily detected; and,
to render its discovery still more difficult, Philip of Valois,
John, and some other.kings, obliged the officers of the mint
to swear to conceal the fraud, and to endeavour to make
the merchants believe that the ccins were of full valuel!
Sometimes one species of money was reduced without any
alteration being made in the others. No sooner, however,
had the people, in their dealings, manifested a preference, as
they uniformly did, for the money which had not been reduced,
than its circulation was forbidden, or its value brought down
to the same level with the rest.? To render the subject more
obscure, and the better to conceal their incessant frauds,
individuals were at one time compelled to reckon exclusively
by livres and sols, at other times by crowns or ecus; and not
unfrequently they were obliged to refer, in computing, to
coins which were neither livres, sols, nor crowns, but some
"multiple or fractional part thereof. The injurious effects of
these constant fluctuations in the value of money are forcibly
depicted by the French historians; and so insupportable did
they become, that in the fourteenth and fifteenth centuries
several cities and provinces were glad to purchase the pre-
carious and little respected privilege of having coins of a fixed
standard, by submitting to the imposition of heavy taxes.®

In Normandy, when it was governed by the English
monarchs, there was a tax upon hearths, paid every three
years, called monetagium, in return for which the sovereign
engaged not to debase his coins. This tax was introduced
into England by our early kings of the Norman race; but
Henry L, in the first year of his reign, was induced to abandon
it, and it has not since been revived.*

According to the present regulations of the French mint,

1 Le Blane, p. 212. 2 Tbid. Introduction, p. 20.
3 Ibid. p. 93. 4.Liverpool on Coins, p. 107.
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the coins contain %ths pure metal, and {45th alloy. The
Jrane, which is equal to 1 livre 0 sols 3 deniers, weighs exactly
5 grammes, or 77-2205 English Troy grains. The gold piece
of 20 francs weighs 10296 English grains.!

Enerisa MoNeY.—In England, at the epoch of the Nor-
man conquest, the silver, or money pound, weighed exactly
twelve ounces Tower weight. It was divided into twenty
shillings, and each shilling into twelve pence, or sterlings.
This system of coinage, which is in every respect the same
with that established in France by Charlemagne, had been
introduced into England previously to the invasion of William
the Conqueror, and was continued, without any alteration, till
the year 1300, in the 28th Edward I, when it was for the first
time violated, and the value of the pound sterling degraded to
the extent of 19 per cent. But the really pernicious effect of
this degradatlon did not consist so much in the trifling extent
to which it was carried by Edward, as in the example which
it afforded to his less scrupulous successors, by whom the
standard was gradually debased, until, in 1601, in the reign
of Queen Elizabeth, 62s. were coined out of a pound weight of
silver. This was a reduction of above two-thirds in the stand-
ard ; so that all the stipulations in contracts, entered into in
the reigns immediately subsequent to the Conquest, might, in
1601, and since, be legally discharged by the payment of less
than a third part of the sums really bargained for. And yet
the standard has been less degraded in England-than in any
other country.

The tables annexed to this article give an ample account of
these degradations, and also give the weight of the gold coins,
and the proportional value of gold to silver, estimated both by
the mint regulatlons, and by the quantlty of fine gold and fine
silver contained in the different coins.

Scorca Money.—The English derived their system of
coinage from the French, and the Scotch theirs from the

1 Peuchet, « Statistique Elémentaire de la Frauce,” p. 538.
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English. From 1296 to 1355, the coins of both divisions of
the island were of the same size and purity. But, at the last-
mentioned period, it was attempted to fill up the void occasioned
by the remittance of the ransom of David II. to England, by
degrading the coins. Till then the money of Scotland had
been current in England, upon the same footing as the money
of that country; and the preservation of this equality is
assigned by Edward III. as a reason for his degrading the
English coins. But this equilibrinm was soon afterwards
destroyed In the first year of Robert TII. (1390), Scotch
coin passed only for half its nominal value in England; and,
in 1393, Richard IL ordered that its currency, as money,
should entirely cease, and that its value should henceforth
depend on the weight of the genuine metal contained in it.
“To close this point at once,” says Pinkerton, ¢ the Scottish
money, equal in value to the English till 1355, sunk by
degrees, reign after reign, owing to succeeding public cala-
mities, and the consequent impoverishment of the kingdom,
till, in 1600, it was only a twelfth part of the value of English
money of the same denomination, and remained at that point
till the union of the kingdoms cancelled the Scottish coin-
age.”l

The annexed tables exhibit the successive degradations of
the Scotch silver and gold coins.

At the Union, in 1707, it was ordered that all the silver
coins current in Scotland, foreign as well as domestic, except
English coins of full weight, should be brought to the Bank of
Scotland, to be taken to the mint to be recoined. In com-
pliance with this order, there were brought in,

Of foreign silver money (sterhng), . . £132,080 17 9
Milled Scottish coins, . . . 96,856'13 0
Coins struck by hammer, . . . . 142,180 0 ©
English milled coin, . . . . 40,000 0 0

Total, . . £411,117 10 9

. Ruddiman conjectures, apparently with considerable pro-

1 Essay on Medals, vol. ii. p. 124.
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bability, that the value of the gold and silver coins not brought
in, amounted to about as much more. Much suspicion was
entertained of the recoinage. And that large proportion of the
people who were hostile to the Union, and did not believe
in its permanence, brought very little money to the Bank.
A few only of the hoarded coins have been preserved, the far
greater part having either been melted by the goldsmiths, or
exported to other countries.!

Irise MoNEY.—The gold and silver coins of Ireland are
identical with those of Great Britain, The rate, however, at
which they used to circulate in the former, or their nominal
value as money of account, was 8% per cent. higher than in
the latter. This difference of valuation, though attended with
considerable inconvenience, subsisted from 1689 till 1825, when
it was put an end to. For an account of the various species
of metallic money which have at different times been current
in Ireland, we beg to refer our readers-to Simon’s ¢ Essay on
Irish Coins;”? a work pronounced by Ruding to be ¢ the most
valuable of all the publications on the coinage of any part
of the united empire.”?

MoNEY OF GERMANY, SPAIN, ETC.—“In many parts
of Germany, the florin, which is still the integer or money
of account of those countries, was originally a gold coin,
of the value of about 10s. of our present money (old coin-
age). It is now become a silver coin, of the value of only
20d.; and its present value, therefore, is only equal to a sixth
part of what it was formerly. In Spain, the maravedi, which
was in its origin a Moorish coin, and is still the money of
account of that kingdom, was in ancient times most frequently
made of gold. Le Blanc observes, that in 1220 the maravedi

1 Preface to Anderson’s ¢ Diplomata,” p. 176.

% Originally printed at Dublin in 1749, in 4to, and reprinted with some
additions in 1810,

3 Annals of the Coinage, Preface, vol. i. p. 11. The work of Mr
Tindsay on Irish Coins (4to, Cork, 1839), may also be advantageously
consulted.
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weighed 84 grains of gold, equal in value to about 14s. (old
coinage) of our present money. But this maravedi, though
its value is not quite the same in all the provinces of Spain,
is now become a small copper coin, equal in general to only
% of an English penny! In Portugal, the re, or reis, is
become of no greater value than ;%% of an English penny; it
is so small, that in estimating its value in other coins, it is
reckoned by hundreds and thousands. The moeda, or moi-
dore, is equal to 4,800 reis; and this little coin has now, in
fact, no existence but in name. Such has been the fate of all
these coins, and such is the present state of their depreciation.”*

The principle of degradation has not, however, been uni-
formly acted upon. The quantity of bullion contained in
coins of the same denomination, has sometimes, though rarely,
been increased, and creditors enriched at the expense of their
debtors, This method of swindling his subjects is said to
have been first practised by the profligate Heliogabalus, The
Roman citizens being bound to pay into the imperial treasury
a certain number of pieces of gold, or aurei, the emperor,
whose vices have become proverbial, to increase his means of
dissipation, without appearing to add to the weight of the
taxes, increased the quantity of metal contained in the aureus;
and thus obtained, by an underhand trick, what he might not
have obtained by a fair and open proceeding.? In France,
the value of the coins has been frequently raised. During the
early part of the reign of Philip le Bel, who ascended the
throne in 1285, the value of the coin had been reduced to
such an extent as to occasion the most violent complaints on
the part of the clergy and landholders, and generally of all
that portion of the public whose incomes were not increased
proportionally to the reduction in the value of money. To

1 Liverpool on Coins, p. 111.

2 Lamp, “Vita Alex, Severi,” cap. 39. Perhaps Heliogabalus took
the hint from Licinius, a freedman of Julius Csesar, who, in his govern-
ment of the Gauls under Augustus, divided the year into fourteen months
instead of twelve, because the Gauls paid a certain monthly tribute.—
Dion Casstus, lib, 72.
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appease this discontent, and in compliance with an injunction
of the pope, the king consented to issue new coins of the
same denomination with those previously current, but which
contained about three times the quantity of silver. This,
however, was merely shifting an oppressive burden from the
shoulders of one class to those of another less able to bear it.
The degraded money having been in circulation for about
sixteen years, by far the largest proportion of the existing
contracts must have been adjusted with reference to it. No
wonder, therefore, that debtors should have felt indignant
at the injustice done them by this enhancement of the
value of money, and that they refused to make good their
engagements otherwise than in money of the value of that
which had been current when they were entered into. The
labouring class, to whom every sudden change in the value of
money is injurious, having joined the debtors in their opposi-
tion, they broke out into open rebellion. ¢ The people,” says
Le Blanc, “ being reduced to despair, and having no longer
anything to care for, lost the respect due to the edict of his
majesty ; they pillaged the house of the master of the mint,
who was believed to have been the chief adviser of the measure,
besieged the temple, in which the king lodged, and did all that .
an infuriated populace is capable of doing.”* The sedition
was ultimately suppressed. It is not mentioned whether any
abatement were made, by authority, from the claims of the
creditors, in the contracts entered into when the light money
was in circulation. It seems probable, however, from what is
elsewhere mentioned by Le Blanc,? that such was really the
case.

The history of the French coinage affords several instances
similar to that now brought under the notice of the reader.
But, in England, the new coinage in the last year of Td-
ward VI.is the only instance in which the value of money
has been augmented by the direct interference of government.
Previously to the accession of Henry VIIL, the pound of stand-

! Traité Historique des Monnoyes de France, p. 190.
2 Introduction, p. 30.
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ard silver bullion, containing 11 oz. 2 dwts. of pure silver, and
13 dwts. of alloy, was coined into thirty-seven shillings and
sixpence. Henry, however, not only increased the number of
shillings coined out of a pound weight of silver, but also debased
its purity. The degradation was increased under his son and
successor, Edward V1., in the fifth year of whose reign seventy-
two shillings were coined out of a pound weight of bullion;
and as this bullion contained only three ounces of pure silver to
nine ounces alloy, twenty of these shillings were only equal to
4s. 74d. of our present mioney, including the seignorage.! It
appears from the proclamations issued at the time, and from
other authentic documents, that this excessive reduction of the
value of silver money occasioned the greatest confusion. A
mazimum was set on the prices of corn and other necessaries,
and letters were sent to the gentlemen of the different counties,
desiring them to punish those who refused to carry their grain
to market. But it was soon found to be quite impossible to
remedy these disorders otherwise than by withdrawing the
base money from circulation. This was accordingly resolved
upon ; and in 1552 new coins were issued of the old standard
in respect of purity; and which, though less valuable than
those in circulation during the early part of the reign of
Henry VIIL, were above jfour times the value of a large pro-
portion of the coins of the same denomination that had been
in circulation for some years before.

It is, however, all but certain that such a rise in the value
of money could not have taken place without occasioning the
most violent commotions, had all the coins previously in cir-
culation been debased. Equal injustice, it must be remem-
bered, is always done to the poorest and not least numerous
class of society, by increasing the value of money, that is done
to the wealthier classes by its depression. And, though govern-
ment had been disposed to sanction so enormous an invasion
of the right of property, it is altogether impossible that the
country could have submitted to have had 400 or 450 per
cent. added to its taxes and other public burdens by a leger-

1 Folkes’s ¢ Table of English Coins,” p. 34.
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demain trick of this kind, or that individuals would have con-
sented to pay so much more than they had originally bargained
for. Instead of deserving praise for accomplishing such a
measure, Edward V1., who began the reformation of the coins,
and Elizabeth, by whom it was completed, would have justly
forfeited the esteem of their subjects, and lost their popu-
larity. In truth, however, little or no change had been
made during all this period in the value of the gold coins; and
there is, besides, abundance of evidence to show that many
of the old silver coins had remained in circulation. And as
there is no mention made of the issue of the new coins having
been attended with any inconvenience, it is nearly certain, as
Mr Harris has remarked, that, during the period of the debase-
ment of the standard, individuals had regulated their contracts
chiefly with reference to the gold or old silver coins ; -or, which
is the same thing, that ¢“they had endeavoured, as well as
they could, to keep by the standard, as it had been fixed in
the preceding times.” ! -

‘We have been thus particular in examining this measure,
because it has been much referred to. It plainly, however,
gives no support to the arguments of those who appeal
to it as affording a striking proof of the benefits which.
they affirm must always result from restoring a debased or
degraded currency to its original purity or weight. Invaria-
bility of value is the great desideratum in a currency. To
elevate the standard, after it has been for a considerable period
depressed, is not a measure of justice, but is giving a new
direction to injustice. It vitiates and falsifies the provisions
in one set of contracts, that those in another set may be pro-
perly adjusted.

This, however, as already remarked, is the only instance in
which the government of England has interfered directly to
enhance the value of money. In every other case, where
they have tampered with the standard, it has been to lower its
value, or, which comes to the same thing, to reduce their own
debts and those of their subjects.

! Harris ont Coins, part ii. p. 3.
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It is unnecessary to enwmerate in detail the various bad
consequences which have resulted from these successive changes
in the standard of value. But it deserves to be remarked, that
an arbitrary reduction of the standard does not afford any real
relief to the governments by whom it is effected. Their debts
are, it Is true, reduced, but so are their revenues. A piece of
money that has been.degraded will not exchange for the same
quantity of commodities that it previously did. Whatever
may be the reduction of the standard, prices are very soon
raised to the same extent.: If the degradation be 10 per cent.,
government, as well as every one else, will henceforth be com-
pelled to pay £110 for commodities previously obtainable for
£100. Hence, to bring the same real value into the coffers of
the treasury, it is necessary that taxation should be increased
whenever the standard is diminished ; a measure always odious,
and sometimes impracticable.

But a diminution of revenue is not the only bad effect
which governments experience from reducing the standard of
the currency. A state which has degraded its money, and
cheated its creditors, is unable to borrow again on the same
favourable terms as if it had acted with good faith. Those
who lend money to knaves always stipulate for a proportion-
ally high rate of interest. They must not only get as much
as'may be got from secure mvestments, but they must also
get an additional rate, or premium, to cover the risk they
run in dealing with those who have given proofs of bad
faith, and on whose promises no reliance can be placed. A
degradation of the standard is, therefore, about the most
wretched device to which a bankrupt government can have
recourse. It will never, indeed, be resorted to, except by
those who are alike unprincipled and ignorant. “It occa~
sions,” says Dr Smith, ¢ a general and most pernicious sub-
version of the fortunes of private people; enriching, in most
cases, the idle and profuse debtor at the expense of the
frugal and industrious creditor, and transporting a great part
of the national capital from the hands which were likely to
increase and improve it, to those who are likely to dissipate
and destroy it. When it becomes necessary for a state to
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declare itself bankrupt, in the same manner as when it becomes
necessary for an individual to do so, a fair, open, and avowed
bankruptey is always the measure which is both least dis-
honourable to the debtor and least hurtful to the creditor.
The honour of a state is surely very poorly provided for, when,
in order to cover the disgrace of a real bankruptcy, it has re-
course to a juggling trick of this kind, so easily seen through,
and at the same time so extremely pernicious.” !

Some of the bad consequences resulting from changes
in the value of money might be obviated, by enacting that
the stipulations in preceding contracts shonld be made good,
not according to the present value of money, but to its value
at the time when they were entered into. This principle,
which is conformable to the just maxim of the civil law (Valor
monete considerandus atgue inspiciendus est, a tempore ‘con-
tractus, non autem a tempore solutionis), was acted upon, to a
certain extent at least, by the kings of France during the
middle ages. Ordonnances of Philip le Bel, Philip of Valois,
and Charles VI, issued subsequently to their having increased
the value of money, or, as the French historians term it, re-
turned from the ¢ foible” to the “ forte monnoie,” are still extant,
in which it is ordered that all preceding debts and contracts
should be settled by reference to the previous standard. But,
though the same reason existed, it does not appear that any
such ordonnances were ever issued when the value of money
was degraded. It is obvious, indeed, that a government would
derive no advantage from reducing the value of money, were
it to order, as it is in justice bound to do, that all existing
contracts should be adjusted by the old standard. Such a
measure would reduce the revenue without reducing the na-
tional incumbrances ; while, by establishing a new standard of
value, and unsettling the notions of the public, it would open
a door for every abuse, and be productive of infinite confusion
and disorder in the dealings of individuals.

The odium and positive disadvantage attending the degrada-

1 Wealth of Nations, p. 423,
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tion of metallic money, have at length induced most govern-
ments to abstain from it. But they have only renounced one
mode of playing at fast and loose with the property of their
subjects, to adopt another and a still more pernicious one.
The injustice which was formerly done by diminishing the
quantity of bullion contained in coins, is now perpetrated with
greater ease, and to a still more ruinous extent, by the depre-
ciation of paper currency.!

In the long period from 1601 to 1797, no change was made
in the mint value of money in this country. A project for en-
feebling the standard, or reducing the quantity of silver in the
pound sterling, was indeed entertained both in 1626 and 1695.
In the former instance, it was quashed by the celebrated speech
addressed by Sir Robert Cotton to the Lords of the Privy
Council ; and in the latter, by the opposition of Montague,
then Chancellor of the Exchequer, in the House of Commons,
and by the impression made by the writings of Locke out of
doors. But we may be permitted to observe, that to preserve
the silver coins of full weight, coined in 1696-1699, from
being melted and exported, Montague and Locke should have
taken care that gold, which had practically become the stan-
dard .of the currency, was either rated at an equality with
silver, or the latter allowed to pass at its market value. This,
however, was not done. And, in consequence of its over-valua-
tion,: gold, as already explained, became the only currency.
Silver coins of full weight ceased to circulate, while those that
were degraded were used only in small payments.

In 1797, a peculiar combination of circumstances occasioned
a heavy drain for bullion on the Bank of England; and, to
prevent the anticipated exhaustion of her coffers, an order in
council was issued on the 25th February 1797, by which cash
payments at the Bank were suspended. This measure seems
to have been necessary at the time. But it was unluckily
continued after the necessity had gone by, dnd was eventually
prolonged till after the conclusion of a definitive treaty of

1 There is, in the last volume of the ¢ Cours d’Economie Politique” of
M. Storch, a very instructive account of the paper money of the different
continental states. -



2 MONEY.

peace. The circulation of Bank of England paper was secured
by its being exclusively issued in payment of the dividends on
the public debt, and by its also being received as cash in all
payments by the exchequer; but no attempt was made to
maintain its value on a level with the value of gold and silver.
The directors of the Bank were left to issue it on such terms
-and in such quantities as they judged proper; and it is due to
them to state, that they exercised this extraordinary power with
very considerable moderation.

For the first three or four years after the restriction, the
directors, unaware, perhaps, of the nature of the power placed
in their hands, seem to have regulated their issues nearly by
the same rules which had regulated them, while they were
obliged to pay in coin. The % Tables of the Price of Bul-
lion,” published by order of Parliament, show, that until
1801, bank-notes were on a par with gold. In 1801 and
1802, they were at a discount of from 83 to 7% per cent.; but
they again recovered their value; and from 1803 to 1809,
both inclusive, they were at a discount of only £2, 13s. 2d.
per cent. In 1809 and 1810, the directors appear to have en-
tirely lost sight of the principles by which their issues had pre-
viously been governed. The average amount of bank-notes in
circulation, which had not exceeded 17% millions, nor fallen
short of 164 millions, in any one year, from 1802 to 1808,
both inclusive, was in 1809 raised to £18,927,833; and, in
1810, to £22,541,523. The issues of country bank paper
were increased in a still greater proportion ; and, as there was
no corresponding increase of the business of the country, the
discount on bank-notes rose from £2, 13s. 2d., in 1809, to
£13, 9s. 6d. per cent. in 1810. The recommendation to re-
turn to cash payments, contained in the “ Report of the Bul-
lion Committee,” presented to the House of Commons in 1810,
appears to have given a slight check to the issues of the Bank.
All apprehensions from this quarter were, however, speedily
dissipated ; for, in May 1811, when guineas were notoriously
bought at a premium, and bank-notes were at an open dis-
count, as compared with gold bullion, of upwards of ten per -
cent., the House of Commons not only refused to fix any
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certain period for reverting to cash payments, but voted a
resolution, declaring that the promissory notes of the Bank of
England had hitherto been, and were then, held to be, in public
estimation, equivalent to the legal coin of the realm.

This extraordinary resolution, which took for granted that a
part is equal to a whole, that £90 and £100 are the same
thing, relieved the Bank from all uneasiness respecting the
interference of Parliament, and tempted the directors to in-
crease the amount of paper in circulation. In consequence,
it was, in 1812, at an average discount of 20%; in 1813, of 23;
and, in 1814, of 25 per cent. This was the mazimum of de-
preciation. The importation of foreign corn, subsequent to
the opening of the Dutch ports in 1814, having occasioned a
great decline of the price of the principal article of agrical-
tural produce, produced an unprecedented degree of distress,
first among the farmers, and subsequently among the country
bankers. In 1814, 1815, and 1816, about 240 private bank-
ing companies stopped payment, of which a large proportion
were found to be altogether bankrupt. And the reduction
which was thus occasioned in the amount of notes in circula-
tion, raised their value so rapidly, that, in October 1816, the
discount was reduced to £1, 8s. 7d. per cent. In 1817 and
1818, the average discount on bank paper, as compared with
gold, did not exceed £2,113s. 2d. per cent. In the early part
of 1819, it rose to about six per cent., but it very soon de-
clined ; and in 1820 and 1821, paper was nearly on a level
with gold.!

These fluctuations were exceedingly injurious. From 1809
to 1815, the creditors of every antecedent contract, land-
holders whose estates had been let on lease, stockholders
and annuitants of every description—all, in short, who could
not raise the nominal amount of their claims or incomes pro-
portionally to the fall in the value of money, were to this
extent losers. The injustice that would have been done to
the creditors of the state and of individuals, who had made
their loans in gold, or paper equivalent to gold, by raising the

1 See annexed Table No. V.
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denomination of the coin twenty-five per cent., however gross
and palpable, would not have been greater than was actually
done them in 1814, by compelling them to receive payment of
their just debts in paper depreciated to that extent.

It is true, that after a currency has been for a considerable
period depreciated, as much injustice is done by raising, as was
previously done by depressing, its value. DBut there is good
reason to doubt, whether the depreciation from 1809 to 1815
(for the depreciation of 2} per cent. during the seven pre-
ceding years is too inconsiderable to be taken into account)
extended over a sufficiently lengthened peried to have war-
ranted the legislature in departing from the old standard. It
is needless, however, to offer any opinion on this rather diffi-
cult point; for we have seen that the value of paper was
raised in 1816 almost to par by accidental circumstances
without any interference on the part of government or of the
Bank. Sir Robert Peel’s bill (59 Geo. IIL., cap. 99), to which
this rise has been ascribed, was not passed till 1819, and could
have nothing to do with what occurred three years previously.
Its object was twofold,—to redeem the pledge given by Par-
liament to restore the old standard on the return of peace, and
to shut the door against any fresh depreciation of paper. ’

It has sometimes, indeed, been alleged, that the rise in the
value of the currency by reverting to specie payments in
1821, was in reality much greater than was indicated by the
previous difference between the values of paper and gold ; for
it is maintained that the value of gold was itself raised by that
measure. But we doubt whether this opinion have any good
foundation. The supply of gold in the commercial world is
too vast to allow of its value being sensibly affected by the
drain occasioned by the resumption of cash payments in this
country. It was probably, in fact, more than compensated by
the cessation of hostilities, and the greater use of bills and other
substitutes for coin, after the restoration of tranquillity. It is
impossible, we believe, to specify a single article that has
fallen in price since 1815, of which the fall may not be satis-
factorily accounted for by changes in the channels of its supply,
or in the cost of production, or both, These circumstances,
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we may add, have no doubt tended to counteract the influence
of the late increase in the supplies of bullion, which has not,
it is said, raised prices. But it is probable that, but for this
increase, prices would have fallen still lower; and if it con-
tinue, it cannot fail, in the end, to raise the prices of all articles
whose cost is not reduced.

But, even if it could be shown that the act of 1819 was
inexpedient at the time when it was passed, it would add little
or nothing to the plea of those who continue to clamour for
its repeal or modification: All the objections which could be
made to the degradation of the standard in 1819, apply with a
thousand times the force to every scheme for degrading it in
1852 ; while, on the other hand, the various arguments which
could have been urged in favour of the measure at the former
period are now all but worthless. The restored standard has
been maintained for thirty-three years; and ninety-nine out
of every hundred existing contracts have been entered into
with reference to it. To tamper with it now would be un-
mixed folly. We should again witness the most pernicious
subversion of private fortunes. Debtors would be enriched
at the expense of their creditors; the ignorant and unwary
would become the prey of the cunning and crafty; and
capitalists would be eager to transfer their stock from a
country where it was impossible to lend it, except at the risk of
getting it repaid in a depreciated currency. ¢ Whatever,
therefore,” to avail ourselves of the just and forcible expres-
sions of Mr Harris, “ may be the fate of future times, and
whatever the exigency of affairs may require, it is to be hoped
that that most awkward, clandestine, and most direful method
of cancelling debts by debasing the standard of money, will be
the last that shall be thought of.”!

' On Money and Coins, part ii. p. 108.
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TABLES RELATIVE T0 THE MONEY OF THE UNITED KINGDOM.

No. I.—Excerisa MoNEY.—Account of the English silver and gold coins; showing
their value; the seignorage or J}roﬁt. upon the coinage, and the mint price of the
pound troy of standard gold and silver, from the Conquest to the year 1816. (This
and the next table, No. 1L, are taken from Part I1. of “ Essays on Money, Exchanges,
and Political Economy,” by Henry James.)

SILVER. GOLD.
1. 2. 3. 4. 5. 6. 1. 8.
szt | ose |smos | &g |vE | s | 2B
AD| aeeomem. |G8|ZE | £F |EE3% | (5 | 2§ | Ef B
S| ¥E ~® 5'::’: 2 33 .® ek
R I I ECOP I R L B IR
2| 35s| 55 |28Ef¥| &= £ e £oe
25| 252 | 2o |geisy| &% | R%E | &3 :cH
dts.|L. o L L. s, orts. L. s b,|L. L, D.|
1066/Conquest... e 67) ‘» > ..fm' . .‘ > .
1260 8 Eaward T 1 0 00 T 011 0 sy o
1 — {= oso1 23 .. | o R
1344/18 Edward IIL| — |1 03j01 81 0 53j23'3 (13 3 4jo & 4f1210 8
134923 — [—| 2601 3t 2 8| — |14 00011 813 3 9
125680 — |—|1 500010t 5 93| — |15 000 6 81t 8-4
1394/18 Richard IL.| — |1 50000101 5 95| — 16 000 5 o14 911
1401) 3Henry IV..| — |1 500010(L 5 93 — (15 000 &5 o14 9 11
1421) 9 Henry Veo| — (1100001 0|1 10113| — [1613 40 5 016 2 9
1425 4 Heary VI..| — 110001 oL 10 11}| — (1613 4)0 5 1016 1 11
1464] 4 Edward IV.| — 117 604 6[115 2} — (20168210 018 0 5
14655 —— ||117604 6[115 2| — (221001 01021 110
1470149 Henry VL.| — (117 6002 0L 17 103| — [221000 13 of21 9 7
1482122 Edward 1V.| — 117 601 G [118 43 — (221000 7 62115 0
1483 1 Richard IIL| — 117601 6[118 4§ — ([221000 7 62115 ©
1485\ 1 Henry VIL.| — [117 601 6118 431 — 227000 7 62115 0
1509) 1 Homry VIIE| — [1 17 601 0|1 18 113 — [2210000 2 g22 0 0
lgs | — 2 0001 0yl18 Ly — 287000 2 g2 0 0
= |Z 01 0 — 029 ..
T - 220 {25 260 3 02619 6
1931 2 |inol2 ‘B oos of2 4 4g230 281601 4 o726 8 0
151538 — |602 so20 of211 93220 (30 002 10 027 10 0
16637 — {402 8044 0[215 6[200 (30 005 0 027 10 0
1547| 1 Edward VL] 4 02 8044 0[215 6200 30 00110 031 7 0
1549] 8 60312040 0219 23220 (3¢ 001 0 033 0 0
1551 303120 .. .
— 1103 00 ... gggg{gg 6o I
1552 1113 6001 ole1d 34128 g;{gg 0 0o g 9 i o
— 032 1
1553 1103 0001 o0f219 egeaag 36 0000 3 033 0 8
1560 123 ooo1 6218 6333‘{3383'05832%0
— 0 4
oy DpEepEop ComRERNL e o
1604 Zla2002 61219 6220 7 40110 03514 0
1626) 2 Charles T...| —13 20002 03 0 0 — &1 00l 1 53918 7
+1666{18 Charles TL..| — 3 2000 013 2 0| — (441000 0 04410 0
1717 3 GeorgeL...| — {3 2000 0f3 2 0| — {61460 0 04614 G
181656 George Hi.| — [3 60004 0] .. | — [461460 0 04614 §

11527, Henry VIII ] The 8axon or Tower-pound was used at the mint up to this time, when the
gtound troy was substituted in its stead. The Tower-pound was but 1] 0z. 5 dwts. troy; so that,

om the Conquest to the 28th of Edward I.,twenty shillings in talo were exactly a pound in weight.

21666, 18 Charles IL.] The seignorage on the coinase was at this time given up, and the gold
bullion farought to the mint has ever since been coined free of expense. A seignorage of 6}
per cent, was imposed on the coinage of silver by 56th Geo. IIL
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No. IL—E~crisu MoNEY,—Account of the quantity of fine silver coined into 20s,
or the pound sterling, and of the quantity of standard silver, of 11 oz. 2 dwts.
fine, and 18 dwts. alloy, contained in 20s, or the pound sterling. A similaraccount
with respect to gold. Andan account of the proportionate value of fine gold to
fine silver, according to the number of grains contained in the coins: and the
proportionate value of fine gold to fine silver, according to the price paid by
the mint to the public. Calculated in grains and 1000 parts troy-weight.

SILVER. GOLD., GOLD AND SILVER.
1. 2. 3. 4. 5. 6.
beg Sl [2es H zes 2e3s
£2¢ | BI3E(REE BT | 33 | R
e EEZ | G52 [E€3 s £38d
S 3 T8 éga ) : Ewd Ewhe
TEE (PR |sE |siib) EE, | el
A.D.| AmnoRegni. | 28, | 2°%E |28 |28E5| 33523 "§5.
GG nl | i | i
553 | B=fr sy (33eE| E2)7 | B
258 -x.:a'g E‘H xai. ?o-a Toad s
sRsy | SECL |eAEg |53 2838 | £&gf
fs15 ) 2383 |2=25 8355 2233 | £sid
Grains, Grains, Grains. | Grains. Grains, Grainas,
1066,Conquest........./4995'000,56400:000; ...
1280] 8 Edward .14995¢ 0005400000 .
134418 deard 1114933 333 5333 333|407 990,445:080/1 to 12:091/1 to 12 479
1349123 4420°000,4800°000,383-705/418-688 1 ... 11°571/1 ... 11-741
1356/30 3996-000,4320- ooo} 358-126/300°682(1 ... 11°558]1 ... 11:286
1401| 3 Henry 1V...3996 000 4320'000,358'125390-682/1 ... 1115811 ... 11:350
1421/ 9 Henry V.....[3330 0003600 000| 2:812351°G131 ... 10-331{1 ... 10-527
1464] 4 Edward TV 2664:000/2880" 000,257 850, 281-291/1 ... 10°331/1 ... 10-331
1463| & 2664'000, '2880- 000,238 75°|'~’6° 45411 ... 11°158]1 ... 11°983
1470 49 Henry VI...[2664" 000 2880+ 000l238 7502604541 ... 11115811 ... 11446
1482122 Edward 1V..|2664~ 000|2880 000,238 750,260 454]1 ... 11°16811 ... 11°429
1509/°1 Henry VIIL|2664:000,2880°000,238°750 26045411 ... 11"158]1 ... 11400
152718 2368+ 000'2060 000,210'149,229-2531 ... 11'26811 ... 11455
1543}34 2000°000,2162-162{191°666 209 09041 .. 10043411 ... 12°000
1545/36 1200-0001297+297(176 000{192:000/1 ... 6'8181 ... 10714
1546(37 800-000] 864-864/160-000(174:545(1 ... 5°000;1 ... 10:000
1547 1 Edward V1..| 800:000 864'864/160-000{174'5645{1 ... 5°000]1 ... 11'400
1549 3 800-000] 864'864/155:294[169-412{1 ... 515111 ... 11-250
1551} 5 400°000] ...

e | = ———  [1760:000)19027021160-000(174-6451 ... 11°000| ...
1552 6 1768:000/1911°351{160-000174°545]1 ... 11°050/1 ... 11-186
1553] 1 Mary..........[1760°000/1902-702{159:166{173-636 1 ... 11°057(1 ... 11°198
1560} 2 Elizabeth....[1776:000/1920-000{160-000{174545/1 ... 311-100{1 ... 11°315
1600/43 718-709:1858-064(157°612(171°94011 ... 10-904]1 ... 11100
1604| 2 James 1I......[1718-70911858-064{141935(154'8381 ... 1210911 ... 12109
1626| 2 Charles I....|17187001858:064]128°780(140-487|1 ... 13-346/1 ... 13431
1666(18 Charles IL. [1718-709,1858°064(118 651(120438 1 ... 14°4851 ... 14485
1717| 3 George I...|[1718709/1858-0641113-001/123-27411 ... 152091 ... 15-209

1181656 George 1IL|1614545(1745454113-001123:274[1 ... 14287 ...

' 1551, 56 Edward VI.] The coinage of debased silver money in the 5th year of Edward
VI of 30z, fine, ought more properly to be considered as tokens. The sum of £120,000

only was 80 coined, (See James's *“ Essays,” chap. iv.)

771816, 53 George III.] The government having taken the coinage of silver into its own
ha.nda. there isat prelenc no fixed price paid to the public, by the mint, for standard silver.

the gover to continue the present mint regulmons, and to keep gold
at 77! 10) ad an ounce, as the price of silver varies,'the relative value of gold to silver will
vary in bike proportion.
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No. III.—Scorcu MoNEY.— Account of the number of pounds, shillings,
and pennies Scotch, which have been coined out of one pound weight
of silver at different times; with the degree of purity of such silver, or
its fineness, from the year 1107 to the year 1601. (From Cardonnell’s
“Numismata Scotizw,” p. 24.)

i Value of
A.D. Anno Regni. Parity. | Alloy. g::)tn: f i)an f;}
silver.
From Oz. Pw, | Oz Pw. L. s
1107 {Alexander I....
David I..........
William.,.........
to Alexander 1I... 2 018 100
Alexander 111.. .
1296 ;John Baliol...... . .
From
1306 I Robert T 112 | 018 | 1 1 0
1329
1366 |David II......... 38 11 2 018 150
1377 39 112 018 19 4
From
1371 L Robert L] 112 | 018 | 1 9 4
1390
1393 [Robert IIL........4] 11 2 018 112 ¢
1424 [James I..... 19 112 018 117 6
1451 |JamesI1.........15| 11 2 018 340
1456 20 112 018 416 0
1475 (James IIL........16{ 11 2 018 740 B
1484 24 112 018 700
ﬁgg James IV...... Ll’} 12 018 700 .
1529 |James V.........16] 11 0 10 912 0
1544 |Mary..cceerveeneeed] 11 0 10 912 0
1556 14| 110 10 13 0 0
1565 23 110 10 18 0 0
1567 |James VI.....ooeell 11 0 10 18 0 0
1571 6 90 3 0 1614 0
1576 100 80 4 0 1614 0
1579 13 110 10 22 0 0
1581 15, 11 0 10 24 0 0
1697 311 110 10 30 0
1601 35 110 10 3 0 0
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No. IV.—Scorcn MoNEY.—Account of the number of pounds, shillings,
and pennies Scotch, which have been coined out of one pound weight
of gold, with the degree of their purity, and the proportion that the gold
bore to the silver. (From Cardonnell’s “ Numismata Scotiz,” p. 25.)

Value of the coin] Pound of pure

A-D. Anro Regni. | Fineness. Alloy. [coined out of one| gold weighed

" pound of gold, | of pure silver.

0%, pW. g | oz. pw. &P L. 8. b, Ib. oz.pw.gr.

1371, etc. | Robert I......| 11 18 18| 0 1 6 1712 O 11 117 22
1390, etc. | Robert 111....| 1118 18| 0 1 6 19 4 0 11 117 22
1424 James I.....19{.11 1818} 0 1 6 2210 0 11 117 22
1451 James 1I...15} 111818 0 1 6 33 6 0 9 8 414
1456 201111818 0 1 6 5 0 0 9 8 414
1475 James I11.1G{ 11 18181 0 1 6 815 0 10 2 020
1484 241 111818) 0 1 6 7815 0 10 6 79
1488 James IV....1{ 1118181 0 1 6 815 0 10679
1529 James V....16{ 11 18 18| 0 1 6 108 0 0 1006 79
1556 Mary.........14| 11 0 0} 1 0 O 144 0 O 10 56 8 6
1577 James VI..,10| 11 0 0| 1 0 © 240 0 © 10 5 86
1579 13(1010 0| 110 O 240 0 0O 11 6 220
1597 81111 0 01 0 O 360 0 0 12 0 00
1601 35111 0 0| 1 0 O 432 0 O 12 0 0 O
1633 Charles 1....9[ 11 0 0] 1 0 0 492 0 0 13 2711

No. V.—Ex~orisu PApER MoNEY.—Account of the average market price
of bullion in every year, from 1800 to 1821 (taken from Papers laid
before the House of Commons), of the average value per cent. of the
paper currency, estimated from the market price of gold for the same
period, and of the average depreciation of the paper currency.

i

Average per Average per|
Average Average Average Average
Years. |priceof %}old ::ll:xte. gf.:g: depr 'g“n" Years. |priceof: éold :g&g;:g: depreciation
perounce. "oy rency, | PET cent, per ounce. | rency, | PeT cent.
L. 8. D, L. 8. D. L. 8. D. L. 8. D. L. 8. D L. 8. D.
1800 | 3 17 104 {100 0 © Nil. 1811 14 4 6 92 3 21 71610
1801 |4 6 O 9112 4] 8 7 811812 |415 6 79 5 312014 9
1802 |4 4 O 0214 2] 7 5101813 {5 1 0 77 2 012218 ©
1803 |4 0 O 97 610 213 2| 1814 [56 4 © 7417 6125 2 6
1804 |4 0 O 97 610) 213 2 ) 18156 {413 6 83 5 91614 3
1805 |4 0 O 97 610} 213 2 1816 {413 6 83 6 91614 3
1806 (4 0 O 97 610 213 2| 1817 (4 0 O 97 610} 213 2
1807 {4 0 O 97 610! 213 2 1818 {4 0 O 97 610 213 2
1808 |4 0 O 97 610] 213 2|, 1819 (4 1 6 9511 0| 4 9 O
1809 |4 0 O 97 610 213 21 1820 | 31911 97 8 0 2 1? 0
1810 [ 410 © 86106 |13 9 6 1821 |3 17 10} (100 O © Nil







TREATISE

ON THE

CIRCUMSTANCES WHICH DETERMINE

THE

COURSE OF EXCHANGE:

-

IN commercial economy, the term “ Exchange” is commonly
employed to designate that description of mercantile transac-
tions, by which the debts of individuals residing at a distance
from each other are liquidated, without the intervention of
money. The object of this treatise is to explain the nature
of these transactions, and the principles on which they are
founded.

This will be best effected by treating, first, of the exchange
between different parts of the same country ; and, secondly, of
that between different and independent countries.

INLAND EXCHANGE.

Suppose a merchant of Liondon orders his agent in Glasgow
to send him a thousand pounds’ worth of cottons, and that it
does not suit the agent to commission goods of equal value
from his London correspondent, the latter may, notwith-
standing, be under no necessity of remitting cash to Glasgow
in discharge of his debt. Among countries or cities having a
considerable intercourse together, the debts mutually due by
each other, are found, in ordinary cases, to be nearly equal.
The Glasgow agent, who has shipped-the cottons for London,
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does not, therefore, transmit the bill drawn by him on his
correspondent for their price to London to be cashed, as that
would subject him to the expense of conveying the money
home to Glasgow; but he gets its value from some other
party in Glasgow, who has a payment to make in London on
account of tea bought in that city, and who, unless he could
‘procure such a bill, would be obliged to remit its price in
money. The bill on account of the cottons is, therefore, either
drawn in favour of the party in London who furnished the
tea, or it is drawn in favour of the tea-dealer in Glasgow, and
indorsed by him to the former, who, on presenting it to the
purchaser of the cottons, receives its value, and consequently
the price of the cottons, and the price (or part of the price) of
his tea, at the same moment. This simple contrivance obviates
the expense and risk attending the transmission, first, of money
from London to Glasgow to pay the cottons, and, second, of
money-from Glasgow to Liondon to pay the tea. The debtor
in one is changed for the debtor in the other; and both ac-
counts are settled without the intervention of a single farthing.

The bill drawn and negotiated in such a transaction as this
is termed an inland bill of exchange. If the transaction had
taken place between London or Glasgow and a foreign city,
it would have been termed a foreign bill of exchange.

A bill of exchange may, therefore, be defined to be, “an
order addressed to some person residing at a distance, directing
him to pay a certain specified sum to the person in whose
favour the bill is drawn, or his order.”?

The price of bills fluctuates according to their abundance
or scarcity compared with the demand. If the debts reci-
procally due by London and Glasgow be equal, whether they
amount to £100,000, £500,000, or any other sum, they may

1 In mercantile phraseology, the person who draws a bill is termed the
drawer; the person in whose favour it is drawn, the remitter; the person
on whom it is drawn, the drawee, and after he has accepted, the acceptor.
Those persons into whose hands the bill may pass previously to its being
paid, are, from their writing their names on the back, termed indorsers;
and the person in whose possession the bill is at any given period, is
termed the kolder or possessor.
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be discharged without the intervention of money, and the
price of bills of exchange will be at PAR; that is, a sum of
£100 or £1,000 in Glasgow will purchase a bill for £100 or
£1,000 payable in London, and vice versa. But if these cities
be not mutually indebted in equal sums, then the price of bills
will be increased in the city which has the greatest number of
payments to make, and reduced in that which has the fewest.
If Glasgow owe London £100,000, whilst the latter only owes
the former £90,000, it is clear, inasmuch as Glasgow has a
larger sum to remit to London than London has to remit to
Glasgow, that the price of bills on London will rise in Glas-
gow, because of the increased demand, and that the price of
bills on Glasgow will fall in London, because of the diminished
demand. A larger sum would, consequently, be required to
discharge a debt due by Glasgow to London, and a less sum to
discharge an equal debt due by the latter to the former; or,
which is the same thing, the exchange would be in favour of
London, and «gainst Glasgow. Bills on London would sell
in Glasgow at a premium, and bills on Glasgow would sell in
London at a discount; the premium in the one case being
equal to the discount in the other.

On the supposition that the balance of £10,000, due by
Glasgow, depresses the exchange on London one per cent., it
appears, at first sight, that it.will cost Glasgow £101,000 to
discharge her debt of £100,000 due to London; and that, on
the other hand, £89,100 would be sufficient to discharge the
debt of London to Glasgow. But a very little consideration
will serve to show that this would not be the case. Exchange
transactions cannot take place between different cities until
debtors and creditors of the one reside in the other. And
hence, when the exchange became unfavourable to Glasgow,
the premium paid by its merchants for bills on London would
not go into the pockets of their creditors in the latter, but into
those of their neighbours in Glasgow to whom London was
indebted, and from whom the bills were purchased. The
loss to Glasgow would, therefore, be limited to the premium
paid on the balance of £10,000. Thus, supposing that A of
Glasgow owes D of London £100,000, and that C of London
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owes B of Glasgow £90,000; A will pay to B £91,000 for a
bill or order on C to pay D £90,000. In this way, the
£90,000 of London debt at Glasgow would be cleared off;
the premium, which is lost by the debtor to London in Glas-
gow, being gained by its creditor in the same place. If the
business had been transacted in London, C, with £89,100,
“would have purchased of D a bill for £90,000, payable by A ;
so that, in this case, the gain would have fallen to the share
of the debtor C, and the loss to that of the creditor D, both of
London. The complexity of real transactions does not affect
the principles on which they are founded. And whatever
may be the amount of the debts reciprocally due by different
places, the only disadvantage under which any of them could
be placed by a fall of the exchange, would be the unavoidable
one of paying the expense of remitting the balance of debt.

The expense of transmitting money from one place to
another limits the fluctuations in the exchange between them.
If 20s. sufficed to cover the expense and risk attending the
transmission of £100 from Glasgow to London, it would be
indifferent to a merchant, in the event of the exchange be-
coming unfavourable to the former, whether he paid one per
cent. premium for a bill on London, or remitted money direct
to the latter. If the premium were less than one per cent., it
would be clearly his interest to make his payments by means
of bills rather than by remittances; and that it could not
exceed one per cent. is obvious, for every individual would
rather directly remit money, than incur an unnecessary ex-
pense by purchasing bills on London at a greater premium
than would suffice to cover the expense of a money remittance.
If, owing to the badness of roads, disturbances in the country,
or any other cause, the expense of remitting money from
Glasgow to London were increased, the difference in the rate
of exchange between them might also be proportionally in-
creased. But in every case, the extent to which this difference
could attain would be limited by, and could not for any con-
siderable period exceed, the cost of remitting cash.

Exchange transactions become more complex, when one
place, as is often the case, discharges its debts to another by
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means of bills drawn on a third place. Thus, though London
should owe nothing to Glasgow, yet if Glasgow be indebted to
London, London to Manchester, and Manchester to Glasgow,
the latter may wholly or partially discharge her debt to Lon-
don by remitting bills on Manchester. She may wholly dis-
" charge it, provided the.debt due to her by Manchester exceed
or is equal to the debt due by her to London. If, however, it be
not equal to the latter, Glasgow will either have to remit money
to London to pay the balance of debt, or bills on some other
place indebted to her, .

Transactions in inland bills of exchange are almost entirely
conducted by bankers, who charge a certain rate per cent. for
their trouble, and who, by means of their credit and connec-~
tions, are able, on all occasions, to supply the demands of their
customers. London, because of its extensive correspondence
with other parts of the country, occasioned partly by its im-
mense commerce, partly by its being the seat of government,
and the place to which the revenue is remitted, and partly by
its currency consisting of Bank of England paper, for which
the notes of the country banks are rendered exchangeable, has
become the grand focus in which the money transactions of
the United Kingdom centre, and in which they are all ulti-
_ mately adjusted. These circumstances, but especially the de-
mand for bills on London to remit revenue, and the superior
value of Bank of England ‘paper, render the exchange between
London and other parts of the country invariably in her favour.
Bills on London drawn in Edinburgh and Glasgow were for-
merly made payable at forty days’ date, which was equivalent
to a premium of about % per cent.; but, owing to the greater
facility of communication, this premium is now reduced to
twenty days’ interest, or to about } per cent. Bills for remit-
ting the revenue from Scotland are now drawn at thirty days;
previously to 1819 they were drawn at sixty days.

These statements are sufficient to show that, how well soever
bills of exchange may be fitted for facilitating the operations
of commerce, and saving the trouble and expense attending the
transportation of money, mercantile transactions cannot be
adjusted by their means, except in so far as they mutually
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balance each other. A real bill of exchange is merely an
order cntitling the holder to receive payment of a debt due by
the person on whom it is drawn. It is essential to the exist-
ence of such bill, that an equivalent amount of debt should
be contracted. And hence, as the amount of the real bills
of exchange drawn on any number of merchants cannot
exceed the amount of their debts, if a greater sum be owing
by them than they owe to others, the balance must either be
paid in money, or by the delivery of some sort of commodities.
If; as in the case referred to, Glasgow owe London £100,000,
while London only owes Glasgow £90,000, a reciprocal trans-
fer of debts may be made to the extent of £90,000. But the
Glasgow merchants cannot discharge the additional £10,000
by means of bills on London; for, by the supposition, Loondon
only owed them £90,000, and they have drawn for its amount.
This balance must, therefore, be discharged by an actual
money payment, or by-the delivery of some species-of produce,
or by bills on some third party indebted to Glasgow.

It is not meant by this to insinuate that fictitious bills of
exchange, or bills drawn on persons who are not really in-
debted to the drawer, are either unknown or very rare. In
commercial countries, bills of this description are always to be
met with ; but they are a device for obtaining loans, and can-
not transfer real debts. A of London may form a connection
with B of Glasgow, and draw bills upon him payable a certain
number of days after date, which the latter may retire by sell-
ing bills upon A. The merchants who purchase, or the
bankers who discount these bills, advance their value to the
drawers, who, by means of this system of drawing and redraw-
ing, command a borrowed capital equal to the amount of the
fictitious paper in circulation. It is clear, however, that the
negotiation of such bills cannot assist in transferring and set-
tling the bona fide debts of two or more places. Fictitious
bills mutually balance each other. Those drawn by London
on Glasgow equal those drawn by Glasgow on London, for the
one set is drawn to pay the other—the second destroys the first,
and the result is nothing.

The raising of money by means of fictitious bills, has been
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severely censured by Dr Smith, who says it entails a ruinous
expense on those engaged in it, and is resorted to only by
projectors, or persons of suspicious credit. When fictitious
bills are drawn at two months’ date, it is common to charge, in
addition to the ordinary interest, a commission of % or } per
cent., which must be paid every time the bill is discounted, or,
at least, siz times a-year. The total expense of money raised
in this way could not, therefore, supposing the transaction to
be always on account of the same individual, and interest 4
per cent., be estimated at less than 5% or 7 per cent. per
annum, ez stamps; and the payment of so high an interest on
borrowed capital, in a country where the ordinary rate of mer-
cantile profit is not supposed to average more than from siz to
eight per cent., could not fail to be generally productive of ruin
to the borrower. But it seldom happens that, in the negotia-
tion of fictitious bills, the charge for commission falls on one
individual. Loans obtained in this way are usually on account
of two or more parties. At one time a fictitious bill is drawn
by A of London on B of Glasgow: and, in this case, the latter
will, before the bill becomes due, draw upon A. for its amount,
including interest and commission. At another time, the
transaction will be on account of B, who in that case has to
- pay commission to his friend in London; so that each party
may, on the whole, as Mr Thornton has observed, gain about
as much as he pays in the shape of commission.

It is often extremely difficult to distinguish fictitious
bills from those which have arisen out of real transactions.
Neither does it seem to be of any very material importance.
The character and credit of the parties whose names are at-
tached to bills, are the only criteria by which merchants or
bankers can judge whether they ought to negotiate them.
The circumstance of an individual offering accommodation
paper for discount, ought unquestionably, if it be known, to
excite suspicions of his credit. But unless in so far as the
drawing of fictitious bills may be held to be indicative of over-
trading, or of a deficiency of capital to carry on the business
in which the party is engaged, there does not appear to be any
very good reason for refusing to'discount them.
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Within the last few years, it has been the practice to grant
money orders, payable on ‘presentation at the different post-
offices, for sums of £5 and under, These orders cost 8d. for
sums of £2 and under, and 6d. for sums between £2 and £5
inclusive; and as they are not paid unless the parties in whose
favour they are drawn, or other parties well known to the post-
masters by whom they are payable, appear to receive payment,
there is no risk of the money getting into improper hands.
This-system has been found to be a very great accommodation
to the public, especially to those having small sums to remit,
and has been very extensively resorted to. In 1850, 4,439,713
money orders were issued in the United Kingdom ; the aggre-
gate sum transferred by their agency being £8,494,498, 10s. 7d.

These observations will, perhaps, suffice to explain the man-
ner in which transactions between different parts of the same
country are settled by means of bills of exchange. They are,
in general, extremely simple. The uniform value of the cur-
rency of a single country renders unnecessary any comparison
between the value of money at the place where the bill is
drawn and negotiated, with its value where it is to be paid;
while the constant intercourse maintained -amongst different
parts of the same kingdom, by preventing those disturbances
to which the intercourse between distant and independent
countries is always subject, prevents those sudden fluctuations
which frequently occur in the prices of foreign bills of exchange.
We shall, therefore, leave this part of our subject, and proceed
to investigate the circumstances which influence the course of
exchange between different and independent countries.

FOREIGN EXCHANGE.

The price of foreign bills of exchange depends on two cir-
cumstances : first, On the value of the currency of the place
where they are made payable, compared with the value of the
currency of the place where they are drawn; and, secondly,
On the relation which the supply of bills in the market bears
to the demand.
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If the value of the different coins and moneys which circu-
late in nations having dealings with each other were invariable,
the exchange would be exclusively influenced by circumstances
affecting the supply and demand for bills. But, in addition
to variations in its cost in particular countries, the weight
and fineness of the bullion contained in their coins are liable
to all sorts of variations. And it is almost needless to say,
that the price of bills, as of everything else, necessarily varies
with these variations, increasing when the value of the money
in which they are estimated falls, and falling when it increases.
But these, it is plain, are merely nominal or numerical varia-
tions. They grow out of changes in the standard employed
to measure values, and not in the values themselves. It is
otherwise, however, with variations of price occasioned by
changes in the supply of bills, or in the demand for them;
that is, by changes in the payments a country has to make
compared with those it has to receive. These are real, not
nominal variations, for they affect the values in bills, and not
the money in which these values are expressed. And hence
the distinctions of nominal, real, and computed exchange. The
Jirst depends on alterations in the value of the currencies
compared together; the second depends on the supply of bills
in the market compared with the demand; and the third, or
computed exchange, deperids on the combined effects of the
other two. For the sake of perspicuity we shall treat of these
separately.!

Skcr. I.—Nominal Exchange.

Bullion being everywhere recognised as the standard cur-
rency of the commercial world, the comparative value of the
currencies of particular countries depends,—1st, On the value
of bullion in those countries; and, 2dly, On the quantity of
bullion contained in their coins, or on the quantity of bullion

1 Supposing every country to be in possession of its proper supply of
bullion, the exchange may be said to be nominally affected by the amount
of the difference between the market and mint price of bullion, and to be
really affected by any deviation from par exceeding or falling short of
that difference.



90 EXCHANGE.

for which their paper money, or other circulating media, will
exchange.

1. The value of freely produced commodities being commonly
proportioned to the cost of their production, including therein
the cost of their conveyance from where they have been pro-
duced to where they are to be made use of, it follows, were
the trade in the precious metals perfectly open, and the com-
modities produced in different countries about equally well
fitted for exportation, that the value of bullion in one, com-
pared with its value in another, would be chiefly determined
by their respective distances from the mines. Thus, on the
supposition that neither England nor Poland had any other
article except corn to exchange with the Americans or Aus-
tralians for bullion, it is evident that the precious metals'would
be more valuable in Poland than in England, because of the
greater expense of sending so bulky a commodity as corn the
more distant voyage, and also of the somewhat greater expense
of conveying the gold to Poland. Had Poland succeeded in
carrying her manufactures to a higher pitch of improvement
than England, her merchants might be able, notwithstand-
ing the disadvantage of distance, by exporting commodities
possessed of great value in small bulk, the freight of which
would be comparatively trifling, to buy bullion on cheaper
terms than those of England. But when, as is actually the
case, the advantages of skill and machinery are on the side of
England, another reason is added to that derived from our less
distance from the mines, why gold and silver should be less
valuable here than in Poland, and why the money price of
commodities should be higher.!

Hence, among nations which have attained to different de-
grees of excellence in manufacturing industry, the value of
bullion does not wholly depend on their distance from the
mines. But, whatever variations a different progress in the
arts may occasion in its value in different countries, it is always
less valuable in those into which it is imported, than in those

~

1 Ricardo, “ Principles of Political economy,” cte., 1st ed. p. 175.
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in which it is produced. Like everything else, it is exported
to find, not to destroy, its level. And unless its value in
Europe exceeded its value in America and Australia by a sum
sufficient to cover the expense of its importation, including
ordinary profits to the importers, we should not, though the
mines in these quarters were infinitely more productive, import
from them a single ounce of bullion in the ordinary course of
trade. It is obviously incorrect, therefore, to lay it down as a
general proposition, ¢ that the par of exchange between two
countries is that sum of the currency of either of the two,
which, in point of intrinsic worth, is precisely equal to a given
sum of the other; that is, contains precisely an equal weight of
gold and silver of the same fineness.”' For a given quantity
of gold and silver is not always, as is here assumed, of the
same intrinsic value in different countries. It may differ but
little among nations bordering upon or near each other, and
which are all destitute of mines. But though, to use a familiar
illustration, the value of sugar approaches nearly to a level
in the great trading cities of Europe, it cannot surely be
maintained that its value in the West Indies is as great as
in Bordeaux or Liverpool, or that the exchange would be
really at par, if a bill, which cost a hundred hogsheads of
sugar in London, only brought a hundred in Jamaica. Now,
in respect of principle, this is precisely the case with bullion.
Though the value of gold and silver, compared with corn,
labour, etc., may, and indeed must, vary very considerably
among different nations, these variations are only the necessary
result of their different progress in industry, and of the differ-
ent quality of their cultivated lands, etc. Such differences of
price are in the natural order of things; and bullion has not
found its proper level till a quantity has been introduced into
those countries which excel in manufactures, sufficient to
raise the price of their corn and labour. These variations
have, therefore, no influence over the exchange. Notwith-
standing this difference of price, an ounce of bullion in one
country,.owing to the facility of intercourse, is very near

1 Bullion Report, p. 22, 8vo. cd.
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equivalent to an ounce of bullion in another; and, supposing
the trade in the precious metals to be perfectly free, the ex-
change will be at true par when bills are negotiated on this
footing. But when we compare the values of these metals in
distant countries, especially in those where they are produced,
with those into which they are imported, there are very con-
siderable differences. Gold and silver, like iron, coal, tin,
etc., are necessarily cheaper in countries possessed of extra-
ordinarily productive mines, than in those possessed only of
mines of a secondary degree of fertility, or where they have
to be entirely brought from abroad. And the exchange be-
tween such places is not at true par, unless adequate allowance
be made for this difference of value. Thus if, because of the
expense of carriage, the value of bullion in Great Britain be
5 per cent. greater than in San Francisco, 100 ounces of pure
gold in the latter would not be worth 100 ounces of pure gold
in London, but 5 per cent. less; and the exchange would be
at true par when bills for 105 ounces standard bullion, pay-
able in San Francisco, sold in London for 100 ounces.

The different values of the precious metals in different
countries do not depend alone on their respective distances
from the mines, or on their greater or less progress in the
arts. The opinion formerly so very prevalent, that gold and
silver were the only real wealth, led most nations to fetter and
restrain their exportation, and to adopt a variety of measures
intended to facilitate their importation. But these, even when
most vigorously enforced, were singularly ineffectual. - The
great value and small bulk of the precious metals rendered it
not only advantageous, but comparatively easy, clandestinely
to export them, whenever their relative value declined.

“ When,” says Dr Smith, ¢ the quantity of gold and silver
imported into any country exceeds the effectual demand, no
vigilance of government can prevent their exportation. All
the sanguinary laws of Spain and Portugal are not able to
keep their gold and silver at home. The continual importa-
tions from Peru and Brazil, exceed the effectual demand of
those countries, and sink the price of those metals there below
that in the neighbouring countries. If, on the contrary, in
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any particular country their quantity fell short of the effectual
demand, so as to raise their price above that of the neighbour-
ing countries, the government would have no occasion to take
any pains to import them. If it were even to take the pains to
prevent their importation, it would not be able to effectuate it.
Those metals, when the Spartans had got wherewithal to
purchase them, broke through all the barriers which the laws
of Liycurgus opposed to their entrance into Lacedeemon. All
the sanguinary laws of the customs are not able to prevent
the importation of the teas of the Dutch and Gottenburg East
India Companies, because somewhat cheaper than those of the
British Company. A pound of tea, however, is about a
hundred times the bulk of one of the highest prices, 16s.,'that
is commonly paid for it in silver, and more than two thousand
times the bulk of the same price in gold, and consequently
just so many times more difficult to smuggle.”?

But, though ineffectual to prevent their egress, the restric-
tions on the exportation of the precious metals have neverthe-
less contributed to occasion some slight variations in their
value in different countries.. The risk formerly incurred by
the clandestine exporters of bullion from Spain, is supposed
to have been equivalent to about two per cent. ; or, which is
the same thing, it is supposed that the restrictions maintained
such an excess of gold and silver in that country as to sink
them two per cent. below their value in countries having a free
trade in bullion. In calculating the true par of exchange
between different countries, circumstances of this kind must
be taken into account. For, to whatever extent bullion in one
country may be sunk below its value in those with which it
maintains an intercourse, the nominal exchange will neces-
sarily be unfavourable to that extent.?

It consequently results, that whatever occasions a rise or
fall of the value of the precious metals in one country, pro-
portionally affects its nominal exchange with other countries.

' Wealth of Nations, p. 190.

2 All restraints on the exportation of the precious metals were abolished
in Great Britain in 1819, 'Their effect for many years previously could not
be estimated at above one-fourth per cent.
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If more coin, or convertible paper, circulated in Great Britain,
compared with the business it has to perform, than in other
countries, its relative value would be diminished. Foreign
bills would sell for a premium, the amount of which would
measure the excess of the value of the precious metals in the.
foreign market, caused by their redundancy in the home
market. And, on the other hand, in the event of our currency
becoming relatively deficient, its value would be proportionally
increased ; bills drawn on_ foreign countries would sell at a
discount, the amount of which would equal the excess of the
value of our currency over that of other countries.

IL In estimating the quantities of bullion contained in the
coins of different countries, a particular coin of one, such as
the British pound sterling, is selected for a standard by which
to compare the others, and the proportion between .it and
them, supposing them to be all of their standard weight and
fineness, is ascertained by experiment. - A par of exchange is
thus established, or rather it is ascertained, that a certain
amount of the standard currency of one country contains as
much gold or silver of the same fineness, as is contained in the
coin or integer with which it has been compared. This relation,
or par, as it is technically termed, is considered invariable;
and allowance is made for subsequent variations in the coins
of countries trading together, by rating the exchange at so
much above or below par. In mercantile language, that
country, by a comparison with one or other of whose coins the
par of exchange has been established, is said to give the
certain for the uncertain, and conversely. Thus, in the
exchange between Liondon and Paris, London and Hamburg,
etc., London gives the cerfain, or the pound sterling, for an
uncertain or variable number of franes, florins, etc. Hence,
the higher the exchange between any two countries, the more
is it in favour of that which gives the certain; and the lower,
the more is it in favour of that which gives the uncertain.

On the supposition that 25 francs contain the same quantity
of standard bullion as a pound sterling (25 fr. 57 cent> is
about the exact par), and supposing also that the value of
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bullion is the same in both countries, the exchange between
London and Paris will be at par, when a bill drawn in the
one on the other sells at that rate; that is, when a bill of
exchange for 2,500 or 25,000 francs, payable in Paris, sells
in London for £100 or £1,000, and vice versa. It is but
seldom, however, that the coins of any country correspond
exactly with their mint standard. Unless when newly
issued, they are either more or less worn; and whenever this
defect becomes sensible, an allowance corresponding to the
difference between their actual value and their mint value is
made in estimating “ the sum of the existing currency of
either of two countries which contains precisely the same
quantity of bullion as is contained in a given sum of the
other.” Thus, if our pound sterling were so worn, clipped, or
rubbed, as not to contain so much bullion as 25 fr., but ten
per cent. less, the exchange between London and Paris would
be at real par when it was nominally ten per cent. against
London;! and if; on the other hand, the pound sterling were
equal to its mint standard, while the franc was ten per cent,
less, it would be at par when it was nominally ten per cent.
against Paris and in favour of London. If the currencies of
both countries were equally reduced below the standard of
their respective mints, there would obviously be no variation
of the par. But whenever the currency of countries trading
together is unequally depreciated, the exchange is nominally
in favour of that country whose currency is least, and nomin-
ally against that whose currency is most, depreciated.

It is almost unnecessary to refer to examples to show the
practical operation of this principle; and we shall content our-
selves with selecting the following, from an infinite number
of equally conclusive instances.

? Tt js necessary to observe, that it is here supposed that the clipped or
degraded money exists in such a degree of abundance as only to pass cur-
rent at its bullion value. If the quantity of clipped money were sufi-
ciently limited, it might, notwithstanding the diminution of weight, pass
current at its mint value ; and then the par would have to be estimated,
not by its relative weight to foreign money, but by the mint price of
bullion. This principle must be constantly kept in view.



96 EXCHANGE.

- Previously to the great re-coinage in the reign of William

III, silver being at the time legal tender, the exchange
between England and Holland, calculated by the standard
of their respective mints, was nominally twenty-five per cent.
against England. Inasmuch, however, as English silver coins
were then, owing to rubbing and clipping, depreciated more
than twenty-five per cent. below their mint value, the real
exchange was probably at the time in our favour. And the
circumstance of the nominal exchange having become favour-
able to us as soon as the new coin was issued, tends to confirm
this conjecture.

The guinea was so much worn and degraded, previously to
the gold recoinage in 1774, as to be from 2 to 3 per cent.
under its standard weight. Inasmuch, however, as the coins
then circulating in France were nearly of their standard
weight and purity, the exchange between London and Paris
was nominally from 2 to 3 per cent. against the former. We
say nominally, for.as soon as guineas of full weight were
issued, the exchange rose to par.

The Turkish government, during the past century, has made
successive reductions in the value of its coin. Before the
first of these in 1770, the piasire contained nearly as much
silver as the English Aalf-crown; and, in exchange, the par
was estimated at eight piastres to the pound sterling. But,
in the interval, the degradation in the value of the piastre has
been such that it is now worth only about 21d.; and the ex-
change is said to be at par when Constantinople gives about
109 piastres for £1 sterling. It is needless almost to say,
that the nominal exchange, estimated by the old par of eight
piastres to £1, became more and more unfavourable to Turkey
with every successive enfeeblement of the coin, though it is
doubtful whether the real exchange, or that depending on the
balance of payments, was not all the while in her favour.

‘When one country uses gold as the standard of its currency,
and another silver, the par of ,exchange between them is
affected by variations in the relative values of these metals.

} Wealth of Nations, p. 210.
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‘When gold rises as compared with silver, the exchange be-
comes nominally favourable to the country which has the gold
standard, and vice versa. And hence, in estimating the par
of exchange between countries using different standards, it is
always necessary to inquire into the comparative values of the
metals selected for standards.

¢ For example,” to use the words of Mr Mushet, ¢“if 34
schillings 11 grotes and } of Hamburg currency be equal
in value to a pound sterling, or 2¢ of a guinea, when
silver is at 5s. 2d. per oz., they can no longer be so when
silver falls to 5s.1d. or 5s. an oz, or when it rises to
55, 3d. or 5s.4d.; because a pound sterling in gold being
then worth more or less silver, is also worth more or less
Hamburg currency.

“To find the real par, therefore, we must ascertain what
was the relative value of gold and silver when the par was
fixed at 34s. 11}g. Hamburg currency, and what is their
relative value at the time we wish to calculate it.

% For example, if the price of standard gold was £3,
17s. 104d. per oz., and silver 5s. 2d., an ounce of gold would
then be worth 15°07 ounces of silver, and twenty of our stan-
dard shillings would then contain as much pure silver as
35s. 11 grotes and } Hamburg currency. But if the ounce
of gold were £3, 17s. 104d., and silver 5s. (which it was on
2d January 1798), the ounce of gold would then be worth
1557 ounces of silver. If £1 sterling at par, therefore, be
worth 15°07 ounces of silver, then at 1557 it would be at three
per cent. preminm ; ainid three per cent. premium on 34s. 113d.
is 1 schilling 1 grote and %, so that the par, when gold is to
silver as 15+57 to 1, will be 36 schillings 1 grote and ;. The
above calculation will be more easily made by stating, as
15:07 : 84-12} :: 15°57 : 86-1J5"2

As it is their intrinsic worth in bullion which determines
the value of coins in exchange transactions, those of equal
weight and purity are reckoned equivalent to each other,

! An Inquiry into the Effects produced on the National Currency by the
Bank Restriction Bill, etc., 2d edit., p. 94.
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though some of them may have been coined at the expense of
the state, and others charged with a duty or seignorage on their
coinage. The latter may, if not issucd in excess, pass current
in the country in which they are coined for their value in
bullion plus the duty;! but they will not pass anywhere else,
except at their bullion value.?

But the principal source of fluctuations in the nominal
price of bills of exchange, is to be found in the varying
value of the paper currency of commercial countries. The
disorders which arose in remoter ages from diminishing the
bullion contained in coins of the same denomination, are now
reproduced in another form, and often to a still more ruinous
extent, in the depreciation of paper currency. -

The impossibility of retaining a comparatively large quantity
of coin or bullion, or of paper convertible into coin, in a parti-
cular country, limited the issues of the Bank of England pre-
viously to the Restriction Act of 1797; and it has equally
limited them since the resumption of specie payments in 1821,
and sustained the value of our currency on a level with gold.
When the Bank starves the circulation, or issues less paper than
is necessary, bullion is imported, sent to the mint to be coined,
and thrown upon the market. And when, on the other hand,
the Bank issues too much- paper, and thereby depresses its
value relatively to gold, it becomes profitable to demand pay-
ment of its notes,-and to export the specie thus obtained
either as coin or as bullion. In this way the vacuum is filled
up when bank-notes are deficient, the excess removed when-
they are redundant, and the value of the currency preserved
nearly equal.

¥ Ante, p. 26.

2 Previously to 1817, no seignorage had for a very long period been
deducted from either the gold or silver coins of Great Britain; but in the
great recoinage of that year, the value of silver was raised from 5s. 2d. to
5s. 6d. an ounce, or nearlyin the proportion of 6} per cent. The gold
coins, however, are still coined free of expense, and no variation has been
made in their standard. The proportion of silver to gold in the coins is
now as 14.387: to 1; but their proportion to each other according to thexr
mint valuation, is as 153y to 1.
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Bat, from 1797 down to 1821, this principle was suspended.
During that period, the Bank was relieved from the obligation
to pay her notes in gold ; while, owing to their being made
legal tender, their circulation was insured. Hence, their
value exclusively depended (as shown in the previous treatise)
on the extent to.which they were issued compared with the
demand.

" There is no difference, in its influence over the exchange,
between a degraded metallic and a depreciated paper cur-
rency. And when a country with either the one or the other
has any dealings with another whose currency is of its full
value, the exchange is nominally against her to the extent of
the degradation or depreciation. The nominal exchange
between any two or more places, is, in fact, always adjusted
according to the values of their currencies, being most favour-
able to that whose currency approaches nearest to its standard,
and most unfavourable to that whose currency is most de-
graded or depreciated.

The intercourse between Great Britain and Ireland, sub-
sequently to the restriction on cash payments in 1797,
furnishes some striking proofs of the effect which inordinate
issues of paper have in depressing the exchange.

The nominal value of the Trish shilling being raised in
1689 from 12d. to 13d.,' £108, Gs. 8d. Irish money became
equal to only £100 of British money, so that the exchange
between Great Britain 'and Ireland was said to be at par
when it was nominally 8} per cent. against the latter. In
the eight years previous to 1797, when the paper currency
of both countries was convertible into gold, the exchange
between London and Dublin fluctuated from 71 to 9 per
cent., that is, from  per cent. in favour of Dublin to % per
cent. against it. In September 1797 it was at 6 per cent.,
. or 2} per cent. in favour of Dublin. The amount of Bank of

1 By a proclamation of James I1. The arrangement was continued by
the revolutionary government, and was confirmed by proclamation, 29th
September 1737. But in 1825 the currencies of Great Britain and
Ireland were assimilated. -
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Ireland notes in circulation in January 1797 was ‘only
£621,917; whereas in April 1801 they had increased to
£2,286,471, and the exchange was then at 14 per cent., or 5%
per cent. against Dublin. In 1803, the Bank of Ireland
notes in circulation averaged £2,707,956, and in October that
year the exchange was quoted at 17 per cent., that is, 8% per
cent, against Dublin !

The fact of the exchange between London and Dublin
-having fluctuated so littlefrom par for the eight years previ-
ously to the restriction, shows that the circulating medium
of Great Britain and Ireland had then been adjusted nearly
according to the wants of the two countries. But, in these
circumstances, it was evidently impracticable, supposing the
value of British currency to remain nearly stationary, that the
amount of Irish bank paper could be more than quadrupled in
the short space of six years, without rendering the currency
of Ireland redundant, and sinking its value below that of
England. Had the Bank of England increased its notes in
something like the same ratio as the Bank of Ireland, then, hs
the currency of both countries would have been equally
depreciated, the exchange between London and Dublin
would have continued at par. While, however, the notes of
the Bank of Ireland were increased from £621,917 to
£2,707,956, or in the proportion of 1 to 4-3, those of the
Bank of England were only increased from £9,181,843 (their
number on 7th January 1797), to £16,505,272, or in the
proportion of 1 to 1°‘8. But for this addition to its issues by
the Bank of England, the exchange, it is plain, would have
been still more unfavourable to Dublin.

In the debates on the Bullion Report, it was contended that
the increase of Bank of Ireland paper could not have been the
cause of the unfavourable exchange upon Dublin, seeing that
it had again become favourable after the issues of the Bank
of Treland had been still further increased. But to give
this reasoning the least weight, it should have been shown
that the currency of Great Britain retained its value in the
interim, or that it had not been depreciated to the same
extent as that of Ireland. TFor it is obvious that the depre-
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ciation of Irish bank paper might go on subsequently to
1804, and yet, if English bank paper were depreciated still
more rapidly, the exchange would become more in favour of
Dublin. This is merely supposing the circumstances which
took place in the first six years of the restriction to be
reversed in the second six. Let us inquire how the fact
stands.

We have seen that, in 1803, when the exchange was
nominally 10 per cent. against Dublin, the issues of the Bank
of England amounted to £16,505,272, and those of the Bank
of Ireland to £2,707,956. And by referring to the accounts
of the issues of the latter from 1797 to 1819, published by
authority, it is seen that, in 1805-1808, they were rather
diminished ; and that, in 1810, they amounted to +only
£3,251,750, being an increase of not more than £543,794 in
‘the space of seven years, or at the rate of 2§ per cent. per
annum ; but in the same period (from 1803 to 1810) the issues
of the Bank of England were increased from £16,505,272 to
£22,541,523, or at the rate of 5 per cent. per annum. And
this is not all. According to Mr Wakefieldt there were fifty
registered bankers in Ireland in 1804, and only thirty-three in
1810, of which fourteen were new houses, thirty-one of the
old establishments haviqg disappeared ; and, “I believe,”
says Mr Wakefield, “for the most part failed.” This extra-
ordinary diminution of the country paper of Ireland, for the
reduction of the issues was at least proportional-to the re-
duction in the number of banks, could not fail greatly to raise
its value, and to countervail a corresponding increase in the
issues of the national bank. Now, the reverse of all this took
place in. Britain. In 1800 there were 386 country banks in
this country; and in 1810, this number, instead of being
diminished as in Ireland, had increased to 721, having at
least three times the number of notes in circulation in the
latter as in the former period ! ‘

It appears, therefore, that when, in the period between
1797 and 1804, the amount of paper in circulation in Ireland

1 « Account of Irelami,” vol. ii. p. 171,
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was increased, and its value depressed, faster than in England,
the exchange between London and Dublin became propor-
tionally unfavourable to the latter ; and, on the other hand,
it appears, that when, in the six years subsequent to 1804,
the paper currency of England was increased more rapidly
than that of Ireland, its relative value was diminished, and the
nominal exchange became more favourable to Dublin.

This is sufficiently conclusive. But there is still better
evidence to show that the unfavourable exchange of Dublin
upon London, in 1802, 1803, 1804, etc., was entirely owing
to the comparative redundancy or depreciation of Irish bank
paper. The linen manufacturers and weavers, with the ma-
jority of the other inhabitants of a few counties in Ulster,
being, at the period of the restriction, strongly disaffected
towards government, very generally refused to receive bank-
notes in payment either of commodities or wages. ‘The land-
lords having also stipulated for the payment of their rents
in specie, a gold currency was maintained in the northern
long after it had been banished from the southern parts of
Ireland. If, therefore, the depression of the exchange between
London and Dublin had been occasioned, as many contended,
by an unfavourable balance of trade between Ireland and
Great Britain, or by remittances from the former on account
of absentees, it would have been equally depressed between
London and the commercial towns in the northern counties.
But so far was this from being the case, that in December
1803, when the exchange of Dublin on London was at 16}
per cent., that of Belfast on London was at 5}; or, in other
words, at the very time that the exchange between Dublin,
which had a paper currency, and London, was about 8 per
cent. against Ireland, the exchange between Belfast, which
had a gold currency, and London, was about 3 per cent. in
its favour. And this is not all: For, while there was a dif-
ference of 11 per cent. in the rate of exchange between Dublin
and London, and Belfast and London, the inland exchange
between Dublin and Belfast was about 10 per cent. in favour
of the latter; that is, bills drawn in Dublin, and payable in
the gold currency of Belfast, brought a premium of 10 per
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cent., while bills drawn in Belfast, and payable in the paper
currency of Dublin, sold at 10 per cent. discount!*

It is unnecessary to refer to the history of the French
assignats, or of the paper currency of the continental powers
generally, and of the United States, to corroborate what has
been advanced. Such of our readers as wish for farther
information upon these ‘points may have recourse to the fourth
volume of the ¢ Cours d’Economie Politique” of M. Storch,?
where they will find an instructive account of the influence
of inordinate issues of paper on the price of bullion and the
exchange, in almost every country of Europe. They are, in
every case, similar to those now stated.

It only remains to determine the influence of fluctuations
in the nominal exchange over exports and imports.

‘When the exchange is at par, the operations of the merchant
are regulated entuely by the difference between foreign prices
and home prices. He imports such commodities as sell at
home for so much more than they cost abroad as will indem-
nify him for-freight, insurance, etc., and yield, besides, an
adequate remuneration for his trouble, and for the capital
employed in the business; and he experts those whose price
abroad is sufficient to cover all expenses, and to afford a
similar profit. But when the nominal exchange becomes
unfavourable to a country, the premium which its merchants’
receive on foreign bills has been said to enable them to export
with profit, in cases where the difference between the price of
the exported commodities at home and abroad might not be
such as to permit their exportation with the exchange at par.
Thus, if the nominal exchange were 10 per cent. against this
country, a merchant who had consigned goods to his agent
abroad, would receive a premium of 10 per cent. on the sale
of the bill; and if we suppose freight, insurance, mercantile

! Farther information on this subject may be obtained from the Report,
1804, of the Committee of the House of Commons upon the state of the
circulating paper in Ireland, its specie, ete.; from Sir Henry Parnell’s
pamphlet on the same subject; and from the pamphlets of Lord King,
Huskisson, ete. 2. Paris. 1823, 4 vols. 8vo.
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profit, etc, to amount to -6 -or 7 'per cent., it would at first
sight appear as if we ‘might, in such circumstances, export
commodities, although their price at home were 8 or 4 per
cent, higher than in other countries. If, on the other hand,
the nominal exchange were in our favour, or if bills on this
country sold at a premium, it would appear as if foreigners
wotld then be able to consign goods to our merchants, or the
latter to order goods from abroad, when the difference of real
prices would not of itself lead to an importation.

But a very little consideration will suffice to show that
fluctuations in the nominal exchange have no such effects.
That fall in the value of the currency which- renders the
exchange unfavourable, and causes foreign bills to sell at a
premium, equally increases the price of commodities. And
hence, however great, the premium which exporters gain by
selling bills on their correspondents abroad, merely indem-
nifies them for the enhanced price of the goods exported..
In such cases, mercantile operations are conducted precisely
as they would be were the exchange really at par; that is, by
a comparison of real prices at home and abroad, meaning by
real prices, the prices at which commeodities would be sold
provided there were no depreciation of the currency. - If these
admit of exportation or importation with a -profit, the cir-
cumstance of the nominal exchange being favourable or un-
favourable will make no difference whatever on the transaction.

% Suppose,” says Mr Blake, who has very successfully
illustrated this part of the theory of exchange, % the currencies
of Hamburg and London being in their due proportions, and
therefore the nominal exchange at par, that sugar, which,
from its abundance in London, sold at £50 per hogshead,
from its scarcity at Hamburg would sell at £100. The mer-
chant in this case would immediately export. Upon the sale
of his sugar, he would draw a bill upon his correspondent
abroad for £100, which he could at once convert into cash by
gelling it in the bill market at home, deriving from this
transaction a profit of £50, under deduction of the expenses
of freight, insurance, commission, etc. Now, suppose no
alteration in the scarcity or abundance of sugar in London
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and Hamburg, and that the same transaction were to take
place after the currency in England had been so much in-
creased that the prices were doubled, and, consequently, the
nominal exchange 100 per cent. in fayour of Hamburg, the
hogshead of sugar would then cost £100, leaving apparently
no profit whatever to the exporter. He would, however, as
before, draw his bill on his correspondent for £100; and, as
foreign bills would bear a premium of 100 per cent., he would
sell this bill in the English market for £200, and thus derive
a profit from the transaction of £100 depreciated, or £50, esti-
mated in undepreciated currency,—deducting, as in the former
instance, the expense of freight, insurance, commission, etc.

“The case would be precisely similar, mutatis mutandis,
with the importing merchant. The unfavourable nominal
exchange would appear to occasion a loss amounting to the
premium on the foreign bill which he must give in order to
pay his correspondent abroad. But if the difference of r¢al
prices in the home and foreign markets were such as to admit
of a profit upon the importation of produce, the merchant
would continue to import, notwithstanding the premium; for
that would be repaid to him in the advanced nominal price at
which the imported produce would be sold in the home market.

¢ Suppose, for instance, the currencies of Hamburg and
London being in their {due proportions, and therefore the
nominal exchange at par, that linen, which can be bought at
Hamburg for £50, will sell here at £100. The importer
immediately orders his correspondent abroad to send the linen,
for the payment of which he purchases at £50 a foreign bill
in the English market; and, on the sale of the consignment
for £100, he will derive a profit amounting to the difference
between £50 and the expense attending the import.

% Now, suppose the same transaction to take place without
any alteration in the scarcity or abundance of linen at Ham-
burg and Liondon, but that the currency of England has been
so augmented as to be depreciated to half its value, the nominal
exchange will then be 100 per cent. against England, and the
importer will not be able to purchase a £50 foreign bill for
less than £100. But as the prices of commodities here will
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have risen-in the same proportion as the money has been
depreciated, he will sell his linen to the English consumer for
£200, and will, as before, derive a profit amounting to the
difference between £100 depreciated, or £50 estimated in
undepreciated money, and the expenses attending the import.

¢ The same instances might be put in the case of a favour-
able exchange; and it would be seen, in the same manner,
that nominal prices and the nominal exchange being alike
dependent on the depreciation of currency, whatever apparent
advantage might be derived from the former would be counter-
balanced by a‘loss on the latter, and vice versa !

It appears, therefore, that fluctuations in the nominal ex-
change have no effect on trade. A fall in the exchange
obliges the country to which it is unfavourable to expend a
greater nominal sum in discharging a foreign debt than would
otherwise be necessary ; but it does not oblige it to expend a
greater real value. The depression of the nominal exchange
can neither exceed nor fall short of the comparative deprecia-
tion of the currency. If British currency were depreciated
10 or 15 per cent., the nominal exchange would be 10 or 15
per cent. against us; and we should be compelled, in all
transactions with foreigners, to give them 22s. or 23s. for what
might otherwise have been procured for 20s. But as neither
22s. nor 23s. of such depreciated paper is more valuable than
20s. of paper undepreciated, payment of a foreign debt would,
it is evident, be as easily made in the one currency as in the
other; and mercantile transactions would, in such’ circum-
stances, be conducted exactly as they would have been had
there been no depreciation, and the nominal exchange at par.

SecT. IL.—Real Exchange.

Having thus endeavoured to trace the influence which
variations in the value of currencies have over the exchange,
we proceed to consider how far it is influenced by fluctuations
in the supply and demand for bills. To facilitate this inquiry,

1 Observations, ctc., p. 48.
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we shall exclude all consideration of changes in the value of
money; and suppose the currencies of the different countries
having an intercourse together to be equal in weight and
purity to their mint standards, and that each has its proper
supply of bullion.

When two nations trade together, and each purchases of
the other commodities of the same value, their debts and
credits are equal, and the, real exchange is, of course, at par.
But it rarely happens that the debts reciprocally due by any
two countries are equal. There is almost always a balance
owing on one side or other, which affects the exchange. If,
for example, the debts due by London to Paris exceed those
due by the former to the latter, the demand in London for
bills on Paris will be greater than the demand in Paris for
bills on London; and the real exchange will, consequently,
be in favour of Paris and against London.

The expense of transferring bullion from one country to
another limits the range within which the rise and fall of the
real exchange between them is confined. In this respect, as in
most others, transactions between foreign countries depend on
the same principles which govern those between different parts
of the same country. VYe have already seen that the fluc-
tuations in the real exchange between London and Glasgow
cannot exceed the expense of transmitting money between
those cities. And this principle holds universally. Whatever
may be the expense of transmitting bullion, which is the money
of the commercial world, between London and Paris, London
and Hamburg, New York, etc., the real exchange of the one
on the other cannot, for any considerable period, be depressed
to a greater extent. No merchant will pay a higher premium
for a bill to discharge a debt abroad, than will suffice to cover
the expense of transmitting bullion to his creditor.

Hence it appears that whatever obstructs or fetters the in-
tercourse among different countries, proportionally widens the
limits within which fluctuations in the real exchange may
extend. And hence the reason why it varies so much
more in war than in peace. The amount of the bills drawn
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on a country engaged in hostilities is liable, from various
causes, to be suddenly increased; though, whatever may be
the amounts thus thrown upon the market, the depression of
the exchange cannot, for any length of time, exceed the ex-
pense of conveying bullion from the debtor to the creditor
country. But during war this expense, which consists of
freight, insurance, etc., is necessarily much augmented. The
evidence annexed to the ¢ Report of the Bullion Committee,”
shows that the cost of conveying gold from London to Ham-
burg, which, prior to the late war, amounted to 2 or 24, had
increased, in the latter part of 1809, to about 7, per cent.; so
that the limits within which fluctuations in the real exchange
might range in 1809 were about three times as great as those
within which they were confined in 1793.

This principle also accounts for the greater steadiness of
the real exchange between closely neighbouring countries. It
costs considerably less to transmit bullion from London to
Dublin or Paris, than to New York or Petersburg. 'And, as
fluctuations in the real exchange are limited by this cost,
they may evidently extend proportionally farther between
distant places than between such as are contiguous.

‘We have next to investigate the circumstances which give
rise to a favourable or an unfavourable balance of payments,
and to appreciate their effects on the real exchange, and on
trade in general.

A very great, if not the principal, source of the errors into
which merchants, and the majority of writers on exchange,
have been betrayed in regard to the balance of payments,
appears to have originated in their confounding the sum
which imported commodities fetch in the home market, with
their cost abroad. It is obviously, however, by the amount
of the latter only, that the balance of payments, and con-
sequently the real exchange, is influenced. A cargo of corn,
for example, which cost £3,000 free on board at Odessa,
may be worth £4,500 when imported into England; but
-the foreign merchant would not, unless he imported the corn,
be entitled to draw on London for more than its original
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cost,.or £3,000. It is clear, therefore, on the slightest con-
sideration, that the fact of the imports being more valuable
than the exports, does not authorise the conclusion that the
balance of payments is unfavourable. A favourable or an
unfavourable balance. depends entirely on the sum due to
foreigners for imported commodities being less or more than
the sum due by them for commodities purchased from us. It
has nothing to do with the prices eventually obtained for the
imported or exported commodities.

The mercantile system of commercial policy, which continues
to preserve a powerful influence in most European countries,
and in the United States, had for its grand object the creation
of a favourable balance of payments, by facilitating exporta-
tion and restricting importation. It is foreign to our purpose
to make any inquiry in regard to the principles of this system,
except in so far as they are connected with exchanges. But
we hope to be able to show, in opposition to the commonly
received opinions, that, under ordinary circumstances, the
value of the imports always exceeds the value of the exports;
and that this excess or balance has not, speaking generally,
any tendency to render the real exchange unfavourable.

It is the business of the merchant to carry the products of
different countries from those places where their value is least,
to those where it is greatest ; or, which is the same thing, to
distribute them according to the effective demand. There
could, however, be no motive to export any article, unless
that which was to be imported in its stead were of greater
value. 'When an English merchant orders a quantity of
Polish wheat, he supposes it will sell for so much more
than its price in Poland as will suffice to pay the cost of
freight, insurance, etc., and to yield, besides, the ordinary rate
of profit on the capital employed in the business. If the
wheat did not sell for this much, its importation would be
productive of loss. Merchants never export, but in the view
of importing -mofe valuable products. Instead of an excess
of exports over imports being any criterion of an advan-
tageous commerce, it is quite the reverse. And the truth is,
notwithstanding all that has been said and written to the con-
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trary, that unless the value of the imports exceeded that of
the exports, foreign trade could not be carried on. Were this
not the case—were the value of the exports always greater
than that of the imports, there would be a loss on every trans-
action with foreigners, and the trade with them would either
not be undertaken, or, if begun, would be speedily relin-
"quished.

In England, the rates at which exports and imports are
officially valued were fixed so far back as 1696. The very
great alteration which has since taken place in the value of
money, and in the cost of the greater number of the com-
modities of this and other countries, has rendered this official
valuation, though valuable as a means of determining their
quantity, of no use whatever as a criterion of the true value
of the imports and exports. To obviate this defect, accounts
of the real or declared value of the exports, prepared from the
declarations of the merchants, are annually laid before Parlia-
ment. There is, however, no such account of the imports;
and it is, perhaps, impossible to frame one with anything like
accuracy. It has also been alleged, and apparently with some
foundation, that merchants have frequently exaggerated the
value of articles entitled to drawbacks. But the extension
and improvement of the warehousing system, and the decrease
in the number of drawbacks, has materially lessened whatever
fraud or inaccuracy may have arisen from that source. The
declared value of the exports may now be considered as pretty
near the truth, at least sufficiently so for all practical pur-
poses.

If perfectly accurate accounts could be obtained of the
values of the exports and imports, there can be no manner of
doubt that in all ordinary years the latter would considerably
exceed the former. The value of an exported commodity is
estimated when it is shipped, before its value is increased by
the expense incurred in transporting it to the place of its
destination ; whereas the value of the commodity imported in
its stead is estimated after it has arrived at its destination,and
been enhanced by the charges on account of freight, insurance,
importer’s profits, etc.
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© It is of little importance, in so far at least as the interests

of commerce are concerned, whether a nation carries its own
imports and exports, or employs others. A cairying nation
appears to derive a comparatively large profit from its com-
mercial transactions. -But this excess of profit is seldom more
than a fair remuneration for the capital it employs, and the
risk it incurs, in transporting commodities. Were the trade
between this country and France wholly carried on in British
bottoms, our merchants, in addition to the value of the ex-
ports, would also receive the cost of their carriage to France.
This, however, would be no loss to the French. They must
pay the freight of the commodities they import. And if the
English sail ships on cheaper terms than their own country-
men, there is no good commercial reason, though there may
be others of a different kind, why they should not employ
them in preference. -

In the United States the value of the imports, deduced from
the custom-house returns, almost always exceeds the value of
the exports.! And though our practical politicians have been
accustomed to consider the excess of exports over imports as
the only sure criterion of an advantageous commerce, it is
nevertheless true, that the real gain of the United States has
been nearly in proportion as their imports have exceeded their
exports.”? The great excess of imports into the Union is in
part occasioned by the Americans generally exporting their
own surplus produce, and receiving from foreigners not only
an equivalent for the exports, but also for the cost of their
conveyance to their markets. ¢ In 1811,” says the author
just quoted, ¢ flour sold in America for 9 dol. 50 cents per
barrel, and in Spain for 15 dol. The value of the cargo of a
vessel carrying 5,000 barrels of flour would, therefore, be
estimated, at the period of its exportation, at 47,500 dol. ; but
as this flour would, because of freight, insurance, exporter’s
profits, ete., sell in Spain for 75,000 dol., the American mer-

1 Such was always the case till the late extraordinary export of gold

from California. .
2 Pitkin on the Commerce of the United States, 2d ed. p. 280.



112 EXCHANGE.

chant would be entitled to draw on his agent in Spain for 27,500
dol. more than the flour cost in America, or than the sum for
which he could have drawn had the flour been exported on
account of a Spanish merchant. But the transaction would
not end here: the 75,000 dol. would be vested in some species
of Spanish or other European goods fit for the American
market; and the freight, insurance, etc., on account of the
return cargo would perhaps increase its value to 100,000 dol.;
so that, in all, the American merchant might have imported
commodities worth 52,500 dol. more than the flour originally
sent to Spain.” It is as impossible to doubt that this transac-
tion is advantageous, as it is to doubt that its advantage
consists in the value of the imports exceeding that of the
exports. And it is clear that America might have the balance
of payments in her favour, though such transactions as the
above were multiplied to any conceivable extent.

Instead, therefore, of endeavouring to limit the trade with
countries from which we should otherwise import more than
we exported, we should give it every possible facility, Every
man considers that market as the best in which he obtains
the highest price for his goods. Why then exclude him from
it? Why compel a merchant to sell a cargo of muslin, iron,
ete,, for £10,500, rather than £11,000 or £12,000% The
wealth of a state is made up of the wealth of individuals. And
we have yet to learn that any more effectual method of in-
creasing individual wealth can be devised than to permit buy-
ing in the cheapest and selling in the dearest markets.

It would be difficult to estimate the mischief which absurd
notions relative to the balance of trade have occasioned in
most commercial countries. They have heen particularly
injurious to Great Britain. The restrictions imposed on
the trade with France, originated in the prevalence of pre-
judices to which they gave rise. The great, and indeed the
only, argument insisted on by those who prevailed on the
legislature to declare the French trade a nuisance,' was

founded on the alleged fact, that the value of the imports from

1 Prohibition Act, 1st William and Mary.
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France considerably exceeded the value of the exports to her.
The balance was termed a tribute paid by England ; and it
was sagaciously asked, what had we done that we should be
obliged to pay so much money to our natural enemy? Those
considerate and. patriotic persons seem to have supposed that
our merchants brought commodities from France, for no
better reason than that they were French, or to oblige that
ingenious people. But they were not quite so disinterested.
They imported French wines, silks, and so forth, for the same
reasons that they imported the sugar of the West Indies, the
teas and spices of the East, and the timber of the Baltic, that is,
because there was a demand for them, and because they were
worth more in our markets than the native products exported
in their stead. The reason assigned for prohibiting the trade
affords a conclusive proof of its having been highly advan-
tageous. And there cannot be a doubt, that an unlimited free-
dom of intercourse between the two countries would be of great
-service to both. Supposing it to be so arranged, does any one
imagine that we should export or import any commodity to or
from France, provided we could either sell or buy it on better
terms anywhere else? If restrictions on the trade with any
. particular country be not injurious, that is, if it be either a
losing or a less advantageous trade than that with other
countries, we may be assured that the throwing it completely
open would not make a single individual engage in it.
Everybody knows that these conclusions are not only theo-
retically true, but have been practically verified. The aboli-
tion of the- discriminating duty on French wines, the reduc-
tion of the exorbitant duty on brandy, the repeal of the
prohibition against importing silks, and the opening of our
ports to French corn and flour, have all been advantage-
ous. And though it be true that the prejudices of the
French, and the high duties which they continue to impose
on most articles of British produce, confine the trade within
comparatively narrow limits, they have not made-it unprofit-
able, and are more injurious to themselves than'to us. Itis
a curious fact, that notwithstanding the great amount of our
imports from France, and our expenditure in that country on
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account of absentees, the state of the exchange shows that the
balance of payments is usually in our favour. -

But the partisans of the exclusive or mercantile system
may perhaps say, that they do not mean to contend that it
is profitable to export more than is imported ; but that, by
exporting an excess of raw and manufactured produce, the
balance of payments is rendered favourable, and that this
balance (which they regard as representing the entire nett
profit made by the country on its transactions with forexgners)
is always paid in bullion.

It may, however, be easily shown that this statement is

altogether erroneous; that a balance, whether on the one side.

or,the other, is seldom or never cancelled by means of bullion ;
and that it is not a measure, and has, indeed, nothing to do
with the profit or loss attending foreign commercial transac-
tions.

If the premium on foreign bills, in a country with an un-
favourable real exchange, be less than the cost of sending
bullion abroad, it would be contradictory to suppose that it
should be exported. And though the premium-on such bills
were to increase, till it become equal to, for it cannot exceed,
the cost of exporting the precious metals, it does not follow that
they will then be exported. That would depend on whether
bullion were, at the time, the cheapest exportable commodity;
or, in_other words, whether a remittance of bullion was the
most advantageous way in which a debt might be discharged.
If a London merchant owe £1,000, or other sum, in Paris, he
endeavours to find out the cheapest method of paying it. On
the supposition that the real exchange is 2 per cent. below
par, and that the expense of remitting bullion is also 2 per
cent.,, it will be indifferent to him whether he pay £20 of
premium for a bill of £1,000, payable in Paris, or incur an
expense of £20 in remitting £1,000 worth of bullion direct to
that city. If the prices of cloth in Paris and London be such,
that it would require £1,030 to purchase and send as-much
cloth to Paris as would sell for .£1,000, he would no doubt
prefer buying a bill or exporting bullion. But if, by incurring
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an expense of £1,010, the debtor may send as much hardware
or cotton to Paris as would sell for £1,000, he would as cer-
tainly prefer paying his debt by exporting the one or the
other. It would save him 1 per cent. more than if he bought
a foreign bill or remitted bullion, and 2 per cent. more than
if he exported cloth. Had there been any other commodity
which might have been exported with more advantage, he
would have used it in preference.

It is obvious, therefore, that the trade in bullion is governed
by the same principles which govern the trade in other
things. Tt is exported when its exportation is advantage-
ous; that is, when it is less valuable at home, and more
valuable abroad, than anything else; and it cannot be other-
wise exported. The balance of payments might be twenty or
thirty millions against a country, without depriving it of a
single ounce of bullion. No merchant would remit £1,000
worth of gold or silver from England to discharge a debt in
Paris, if he could invest £970, £980, £990, or any sum under
£1,000, in any other species of merchandise which, exclusive
of expenses, would sell in France for that amount. Those
who deal in the precious metals are as much alive to their
interests, as those who deal in coffee, or sugar, or indigo.
But who would attempt to discharge a foreign debt by ex-
porting coffee which cost £100, if he could effect the same
object by exporting indigo which cost only £95? No
bullion will ever be exported unless its value be less in the
exporting country than in that-to which it is sent; and un-
less it be, at the same time, the most advantageous article of
export.

2. It is in vain to contend that an unrestricted freedom of
trade might render some unfortunate country indebted to
another, so happily situated that it had no demand for any
sort of ordinary merchandise, and would only accept of cash
or bullion in exchange for its exports. A case of this sort
never did, and never will, occur. It is not even possible.
A nation which is in want of money must be in want of other
things; for men desire money only because it is the readiest
means of increasing their command over necessaries and en-
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joyments. The extreme variety, too, in the soils and climates
—in the machinery, skill, and industry of the people of dif-
ferent countries—occasion extraordinary differences in their
products and their prices. Some articles of the highest utility
are peculiar to certain districts. And there will ever be a
demand, not only for such articles, but also for those which,
though they may be produced at home, may be imported of a
better quality, or at a lower price. Nor, till the passion of
accumulation be banished from the human breast, will there
cease to be a desire to 'send commodities from places where
their exchangeable value is least, to those where it is greatest.

3. In treating of the nominal exchange, we endeavoured to
show that no single country can continue, for any length of -
time, to import or export a greater amount of bullion than
may be necessary to preserve the precious metals in it in their
proper relation to those of other countries; or, which is the
same thing, to have the real exchange either permanently
favourable or unfavourable. But though this principle be
strictly true in reference to its aggregate exchanges, it may be
incorrect if its exchange with one country only be considered.
Great Britain, for example, may generally have the exchange
in her favour with America, provided she have it generally,
and to a nearly equal extent, against her with the East Indies,
or some other country. ¢ She may,” to use the words of Mr
Ricardo, ¢ be importing from the north the bullion which she
is cxporting to the south. She may be collecting-it from
countries where it is relatively abundant, for others where it
is relatively scarce, or where, from some particular causes, it
is in great demand. Spain, who is the great importer of
bullion from America, can never have an unfavourable ex-
change with her colonies; and as she must distribute the
bullion she receives among the different nations of the world,
she can seldom have a favourable exchange with the countries
with which she trades.”?

On this principle, Lord King successfully accounted for

! See “Reply to Mr Bosanquet’s Observations on the Report of the
Bullion Committee,” p. 17.
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the favourable exchange between this country and Hamburg,
from 1770 to 1799. He showed that the importation of
bullion from Hamburg and other parts was not more than
equivalent to the exports to the East Indies and the home
consumption ; that the demand corresponded to the supply;
and that its value remained pretty stationary. The extraor-
dinary influx of bullion into this country from the Continent
at the era of the Bank restriction in 1797, and the favourable
state of the exchange, were undoubtedly owing to the reduc-
tion in the issues of bank paper, and to the diminution of the
gold currency caused by the hoarding of guineas. In 1797
and 1798, above five millions of guineas were coined at the
mint; and this extraordinary demand for gold is of itself
abundantly sufficient to account for the very favourable ex-
change of that period, and for the length of time during which
it continued. But, at the same time that the demand for gold
bullion for.the mint was thus increased, the demand for silver
bullion, for export to India, was proportionally augmented.
In 1795, the quantity exported by the East India Company
and private parties amounted t0............ 151,795 ounces.

In 1796, t0 cueren. cevreeeesseeenees 290,777
1797, eerveerererrerenesessessennane 962,880 ,,
1798,00verennene O 3,565,691
1799, cvererrereserenens veeeenaT,287,327

From this period the exportation rapidly declined ; and, in
the years in which the exchange was most unfavourable, little
or no silver was sent to India.

Instead, therefore, of the extraordinary importation of bul-
lion from Hamburg in 1797 and 1798 affording, as Mr
Bosanquet and others supposed, a practical proof of the fallacy
of the opinion of those who contend that it is impossible, for
any length of time, to subvert the natural equality in the value
of bullion in different countries, it is a striking example of its
truth. Without this influx, bullion in this country could not
have maintained its proper comparative value. 'We imported
it, because the reduction of the paper currency, and the in-
creased exports of the East India Company, rendered its value
higher here than on the Continent’; ‘and made it advantageous
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for the Continental merchants to send it to us, in the same
manner as they would have sent corn, or anything else for
which we had an unusual demand. For, however favourable
the real exchange between Hamburg and London might have
been to the latter, we should not have imported an ounce of
bullion, had it not been, at the time, the article with which
"Hamburg could most advantageously dlscharge her debt to
London.

4. In the absence of other arguments, it would be sufficient
to state, that it is physically impossible that the excess of
exports over imports, as indicated by the custom-house returns,
should be paid in bullion. Every country, with the exception
of the United States, has its apparently favourable balance;
and, of course, if they really existed, they would have to be
paid by an influx of bullion from the mines correspondent to
their aggregate amount. It is certain, however, that, previously
to the late discoveries in_California and Australia, the entire
produce of the mines, though it had been increased in a ten-
Jold proportion, would have been insufficient for this purpose!
This fact is decisive of the degree of credit which ought to be
attached to the commonly received opinions on this subject.

5. In the last place, the profit on transactions with foreigners
does not consist in the quantity of bullion imported from
abroad, but in “the excess of the value of the imports over
the value of the exports” If, in return for exported com-
modities worth ten or twenty millions, we import such as are
worth fifteen or thirty, we shall gain 50 per cent. by the
transaction, though the exports should consist entirely of
bullion, and the imports of corn, sugar, coffee, etc. It is a
ridiculous prejudice that would make bullion be imported
rather than any other article. But whatever the partisans of
the exclusive system may say about its being a preferable
product, a marchandise par excellence, we may be assured that
it will seldom appear in the list of exports or imports, while
there is any other thing with which to carry on trade that will
yield a larger profit.
~ Thus it appears that the excess of exports over 1mp01ts,
instead of being any proof of an advantageous commerce, is
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distinctly and completely the reverse ; that the value of the im-
ports into commercial countries may, and almost always does,
exceed the value of their exports, without rendering them
indebted to foreigners ; and that when a balance of debt has
been contracted, that is, when the sum payable to foreigners
for imports is greater than the sum receivable from them for
exports, bullion will not be sent from the debtor to the creditor
country, unless it be at the time the most profitable article of
export. N

'We have in the previous section shown that fluctuations in the
nominal exchange have no influence over foreign trade. "'When
the currency is depreciated, the premium which an exporter
derives from the sale of bills on his correspondent abroad, is
barely equivalent to the increase in the price of the exports,
occasioned by the depreciation. But when the premium on
foreign bills is not caused by a fall in the value of money, but
by a deficient supply of bills, thereis no rise of prices, and then
the unfavourable exchange undoubtedly operates as a stimulus
to exportation. As soon as the real exchange diverges from
par, the mere inspection of price currents is no longer enough
to guide the operations of the merchant. If it be unfavour-
able, the premium which, the exporters receive on the sale of
bills must be included in the estimate of the profit they are
likely to derive from the transaction. The greater that
premium, the less will be the difference of prices necessary to
make them export. An unfavourable real exchange has, in
truth, exactly the same effect on exportation as a bounty
equal to the premium on foreign bills.

But for the same reason that an unfavourable real exchange
increases exportation, it diminishes importation.” When it is
unfavourable, the prices of foreign products brought to our
markets must be so much under their prices here, -as not

. merely to afford, exclusive of expenses, the ‘ordinary profit on
their sale, but also to pay the premium which the importer
must give for a foreign bill, if he remit one to his cor-
respondent, or for the discount, added to the invoice price, if
the latter draw upon him. A less quantity of foreign goods
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will therefore suit our markets when the exchange is really
unfavourable ; and fewer payments having to be made abroad,
the competition for foreign bills is diminished, and the ex-
change rendered proportionally favourable. A favourable real
exchange, consequently, operates as a daty on exportation and
_a bounty on importation.

Hence it is obvious that fluctuations in the real exchange
have a necessary tendency to correct themselves. They
can never, for any considerable period, exceed the expense
of transmitting bullion from the debtor to the creditor country.
And the exchange cannot continue permanently favourable
or unfavourable even to this extent. When favourable, it
corrects itself by restricting exportation and facilitating im-
portation ; and when unfavourable, it produces the saine effect
by stimulating exportation, and obstructing importation. The
true PAR forms the centre of these oscillations. And though
the thousand circumstances which daily and hourly affect the
state of debt and credit, prevent the ordinary course of ex-
change from being almost ever precisely at par, its fluctuations, |
whether on the one side or the other, are confined within
certain limits, and have a constant tendency to disappear.

The natural tendency which the exchange has to correct itself
is powerfully assisted by the operations of the bill merchants.

England, for example, may owe an excess of debt to Am-
sterdam, yet, as the aggregate amount of the debts due by a
commercial country, is generally balanced by the amount of
those which it has to receive, the deficiency of bills on
Amsterdam in London will most probably be countervailed
by their redundancy in some other quarter. And, it is the
business of the merchants who deal in bills, as of those who
deal in bullion or any thing else, to buy them where they are
cheap, that they may sell them where they are dear. They,
therefore, buy up the bills drawn by other countries on
Amsterdam, and dispose of them in London ; and, by so doing,
prevent any great fall in the price of bills on the former in the
countries in which their supply exceeds the demand, and any

- great rise in Great Britain and the countries in which their
supply happens to be deficient. In our trade with Italy,
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the bills. drawn on England generally amount to a greater
sum than those drawn-on Italy. The bill merchants, how-
ever, by buying up the excess of Italian bills on London, and
selling them in France, Holland, and other countries indebted
to England, prevent ‘the real exchange from being much de-
pressed. -

An unusual deﬁcxency in the supply of corn, or of any
article of prime necessity, by causing a sudden augmentation
of imports, materially affects foreign debts and credits, and
depresses the exchange. In time of war, the balance of pay-
ments is liable to be still further disturbed ; the amount of the
bills drawn on a country carrying on foreign hostilities, being
increased by the whole expense of its armaments abroad, and
of subsidies to foreign powers. But neither the conjoined nor
separate influence of both or either of these causes has any
permanent -influence over the exchange. A sudden increase
in the accustomed supply of bills must, in the first instance,
by glutting the market, occasion their selling at a discount ;
but this effect will only be temporary. The unusual facilities
which are then afforded for exportation, and the difficulties
which are thrown in the way of importation, never fail speedily
to bring the real exchange to par.

During a period of peace we may, in the too great ardour
of speculative enterprise, export an excess of- produce, over-
load the foreign market, and occasion such a decline in the
prices of our goods abroad, as to.make the imports less valu-
able than the exports with which they have been purchased.
But such a state_of things can only be of limited duration.
The distress of which it is productive, assisted by the fall of
the exchange, occasions a diminution of exports. The supply
of our commodities in the foreign markets is rendered more
nearly commensurate with the demand ; till in no long time
the value of the imports again exceeds, as it always ought to
do, the value of the exports. DBut when a country has a large
foreign expenditure to sustain, its exports are proportionally
augmented. - Whatever may have been the foreign expendi-
ture of Great Britain during the late war, it is evident it
could not be defrayed otherwise than by our annually export-
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ing an equal amount of the produce of our land, capital, and
labour, for which payment was not received, as in ordinary
cases, by a corresponding importation of foreign commodities,
but from the treasury at home. This is strictly true, even
though the expenditure should have happened to be, in the

. first instance, discharged by remittances of bullion; for the
increased supply of bullion which was thus required could be
obtained only by an equally increased exportation of other
products to the countries possessed of mines, or from which it
was imported. Foreign expenditure, by increasing exports in
proportion to its own amount, has no permanent influence
over the exchange. )

Thus it appears that an excess of exports, instead of being
any criterion of increasing wealth at home, is only a certain
indication of commercial losses, or of expenditure abroad.
% When,” says Mr Wheatley, “the exports exceed the im-
ports, as they must do when there is a large foreign expendi-
ture, the equivalents for the excess are received abroad in as
full and ample a manner as if the produce which they pur-
chased were actually imported and entered in the custom-
house books, and afterwards sent to the ‘seat of war for
consumption. But from the circumstance of its not being
inserted in the custom-house entries as value received against
the produce exported for its payment, the latter is deemed to
constitute a favourable balance, when it is in reality exported
to liquidate a balance against us.”?

But how conclusive soever this reasoning may appear, it has
been said to be at variance with the fact; and the rise of the
exchange at the end of the war, during the suspension of cash-
payments, has been appealed to as showing that its previous
low rate had not been occasioned by any depreciation of the
paper currency, but by the excessive amount of the bills drawn
upon this country to defray war expenditure. The statements
made in the preceding treatise (p. 73), render it unnecessary
to enter into any detailed examination of this opinion. The
question is not whether the exchange recovered from its de-

1 Wheatley “ On'the Theory of Money,” p. 219.
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pression during the suspension of cash-payments, for the in-
fluence of that measure depended entirely on the use made of
it, but whether its recovery took place without the amount of
bank paper of all sorts, or of the currency, being diminished ?
And the statements referred to are decisive upon this point.
They show that the currency was very greatly diminished in
1814, 1815, and 1816 ; and that this diminution occasioned
the rise in its value, and in the nominal exchange.

Mr Francis Horner, the chairman of the Committee on the
High Price of Bullion, and celebrated for the extent and ac-
curacy of his information on such subjects, made the following
statement in regard to this very question in his place in the
House of Commons :—

“ From inquiries he had made, and from the accounts on
the table, he was convinced that a greater and more sudden
reduction of the circulating medium had never taken place in
any country than had taken place since the peace in this
country, with the exception of those reductions that had taken
place in France after the Mississippi scheme, and after the
destruction of the assignats. The reduction of the currency
had originated in the previous fall of the prices of agricultural
produce. That fall had produced a destruction of country-
bank paper, to an extent swhich would not have been thought
possible, without more ruin than had actually ensued. The
Bank of England had also restricted its issues. As appeared
by, the accounts recently presented, the average amount of its
currency was not, during the last year, more than between
£25,000,000 and £26,000,000; while two years ago it had
been nearer £29,000,000, and at one.time even amounted to
£31,000,000. But, without looking to the diminution of
Bank of England paper, the reduction of the country paper
was enough to account for the rise which had taken place in
the exchange.”

Hence it appears that the rise of the exchange in 1815 and
1816, had nothing, or but little,’ to do with the cessation of

! The real exchange might, probably, be affected to the extent of one
or two per cent.
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hostilities, and was entirely, or mainly, a consequence of the
increased value of the currency, caused by the reduction of
its quantity. Instead of being at variance with the principles
we have been endeavouring to elucidate, this fact affords a
strong confirmation of their correctness. And having been
- sanctioned by the fullest experience, they may be considered
as beyond the reach of cavil and dispute.
An objection of a different sort -has been made, to another
part of the theory maintained in this section, which it may be
proper to notice.

When the exchange becomes unfavourable, the premium,
procured by the sale "of the bill drawn on a foreign merchant
to whom bullion has been consigned, is no greater than would
be obtained by consigning: to him an equivalent amount of
coffee, tea, sugar, indigo, etc. An unfavourable real exchange
permits a merchant to export commodities which could not
be exported were it at par, or favourable, But the advantage
still remains of exporting those commodities in preference, °
whose price in the / country from which they are sent, com-
pared with their price in that to which they are sent,is low-
est. Suppose, for example, that the expense of transmitting
bullion from this country to France is three per cent., that the
real exchange is four per cent. against us, that the price of
bullion is the same in both countries, and that coffee, exclu-
sive of the expenses of carriage, is really worth four per cent.
more in France than in-England. Insuch a case, it is obvious
that the exporters of bullion would realise a profit of only one
per cent., while the exporters of coffee would realise, inclusive
of the premium on the sale of the foreign bill, a profit of
seven per cent. And hence the opinion maintained by Colonel
Torrens,! that when the exchange becomes unfavourable,
those commodities which contain the greatest value in the
smallest bulk, or on which the expense of carriage is least,
are exported in preference, appears to have no good founda-
tion, The prices of the commodities which nations trading

¥ Comparative Estimatc, cte.
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together-are-in the habit of exportiig and importing, are
regulated not merely by the cost of their production, but also
by the expense of their carriage from where they are pro-
duced to where they are consumed. If Great Britain were
in the habit of supplying France with cottons and bullion,
the average price of cottons in France, because of the expense
required to convey them there, would probably be from 5 to
6 per cent. higher than in Britain; while, because of the
comparative facility with. which bullion may be transported
from the one to the other, its value in Paris would not, per-
haps, exceed its value here more than 1 per cent. Now, sup-
pose that, when the prices of cottons and bullion in England
and France are adjusted according to their natural propoi-
tions, the real exchange becomes unfavourable to us, it is clear
that its fall gives no greater advantage to the exporters of
bullion than to those of cottons. The rise in the price of
foreign bills does not increase the expense of exporting the
one or the other. It leaves the cost of their production and
transportation exactly where it found it. During the depres-
sion of the exchange, the exporters of both articles get the
premium on the bills drawn on their correspondents. But there
is no inducement to export bullion in preference to cottons,
unless the price of bullion increase more rapidly in France, or
decline more rapidly in Great Britain, than that of cottons.
Whatever, therefore, may be the depression of the exchange,
the merchant selects those commodities for exportation which,
exclusive of the premium; yield the greatest profit on their
sale. If bullion be one of these, it will of course be exported ;
if not, not. But of all commodities, bullion is that of which
the value approaches nearest to an equality in different coun-
tries, so that it is the least likely to be exported during an
unfavourable exchange. The demand for it is comparatively
steady, and no great surplus quantity could be imported into
one country without reducing, or exported from another with-
out raising, its value, so as to unfit it either for exportation
or importation. In most cases a smail part only of an un-
favourable balance is paid in bullion. The operations of. the
bullion merchants are chiefly confined to the distribution of
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the fresh supplies obtained from the mines; in proportion to
the wants of different countries.

In corroboration of this argument, we may mention that it
appears, according to the official statement, that the expenses
incurred by this country on account of the armies acting
in Portugal and Spain during the following years, were as
under :—

1808, . . . . . £2903540
1809, . . . . . 24500956
1810, . . . . .  ©066,021
181, . . . . . 8906700
1812, )
lois } T ¥ A

1814 (estimate), . . . 13,000,000

Of which, according to the same official statement, only the
following sums were remitted in coin or bullion :—

In 1808, . . . . . £2,861,339
1809, . . . . . 461,926
1810, . . . . . 697,675
1811, . . . . . 748,053
1812,

1813,} 3,284,435

Of the sum of five millions voted to our allies in 1813 and
1814, not more than £300,000 was sent in bullion, the rest
being made up by the exportation of manufactured goods and
military stores.! The high market price of gold and silver in
1809, 1810, etc., could not, therefore, be owing to the pur-
chases made by Government, for they were not greater than
the sums exported by the East India Company in 1798 and
1799, and in 1803, 1804, and 1805, when there was scarcely
any perceptible rise in the price of bullion. The immense
additions made to the paper currency in 1809, 1810, etc.,
sunk its value compared with bullion, and were the true cause
of the unfavourable nominal exchange of that period.

Sect. IIL.— Computed Exchange.

Having thus endeavoured to point out the manner in which
variations in the values of the currencies of nations trading

1 Edinburgh Review, vol. xxvi. p. 154.
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together, and in the supply and demand-for bills, separately
affect the exchange, it now only remains to ascertain their
combined effect, or the computed or actual course of ex-
change.

“From what has been already stated it is obvious, that when
the nominal and real exchange are both favourable or both
unfavourable, the computed exchange will express their sum ;
and that when the one is favourable and the other unfavour-
able, it will express their difference. :

‘When, for example, the currency of Great Britain is of the
mint standard and purity, while that of France is 5 per cent.
degraded, the nominal exchange will be 5 per cent. in our
favour. But the real exchange may, at the same time, be
either favourable or unfavourable. If it be, also, favourable
to the extent of one, two, three, etc., per cent., the computed
exchange will be six, seven, eight, etc., per cent. in our favour.
And, on the other hand, if it be unfavourable to the extent
of one, two, three, etc., per cent., the computed exchange will
be only four, three, two, etc., per cent. in our favour. 'When
the real exchange is in favour of one country, and the nominal
exchange equally agamst it, the computed exchange is at par,
and vice versa.

- A comparison of the market with the mint price of bullion
affords the best and readiest means by which to ascertain the
state of the exchange. When there are no restrictions on the
trade in the precious metals, the excess of the market over the
mint price of bullion affords an accurate measure of the depre-
ciation of the currency. If the market and mint price of
bullion at Paris and London exactly corresponded, then, in-
asmuch as the real value of bullion must be very nearly the
same in both countries, the nominal exchange would be at
par; and whatever fluctuations the computed exchange might
exhibit, must, in such case, be traced to fluctuations in the
real exchange, or in the supply and demand for bills. If]
when the market price of bullion in Paris is equal to its mint
price, it exceeds it 2 per cent. in London, it is a proof that
our currency is 2 per cent. depreciated, and consequently the
nominal exchange between Paris and London must be 2 per
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cent, against the latter.- Instead, however, of the computed
or actual course of exchange being 2 per cent. against London,
it may be against it to a greater or less extent, or in its favour.
It will be more against it provided the real exchange be also
unfavourable ; it will be less against it provided the real ex-
change be in favour of London, though to a less extent than
the adverse nominal exchange; and it will be in favour of
London, should the favourable real exceed the unfavourable
nominal exchange. Thus, if, while British currency is 5 per
cent. depreciated, and French currendy at par, the computed
or actual course of exchange between Paris and London were
10 or 12 per cent. against the latter, it would show that the
real exchange was also against this country to the extent of §
or 7 per cent. And if, on the other hand, the computed ex-
change were only 2 or 3 per cent. against London, it would
show that the real exchange was 3 or 4 per cent. in its favour,
and so on.

It has been already shown, that, in so far at least as the
question of exchange is involved, the differences in the value
of bullion in different countries are limited by the expense of
its transit from one to another. And hence, by ascertaining
whether a particular country exports or imports bullion to or
from other countries, we may determine its comparative value
in these countries. Suppose, for example, that the expense of
conveying bullion from this country to France, including the
profits of the bullion dealer, is 1 per cent.; it is clear, inas-
much as bullion is exported only to find its level, that when-
ever our merchants begin to export it to France, its value
there must be at least 1 per cent. greater than in England ;
and, on the contrary, when they import bullion from France,
its value here must be, at least, 1 per cent. greater than in
France. In judging of the exchange between any two coun-
tries, this circumstance should always be attended to. If no
bullion be pa.ssmg from the one to the other, we may conclude
that its value is nearly the same in both ; or,at all events, that
the difference of its value is not more than the expense of
transit. On the supposition that the entire expense, including
profit, of conveying bullion from San Francisco to Liondon is
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5 ‘per cent., and that- London is importing bullion, it is clear,
provided the real exchange be at par, and the currency of
both cities at their mint standards, that the nominal, or, which
in this case is the same thing, the computed exchange, will be
5 per cent. in favour of London. But if the currency of
London be 5 per cent. depreciated, or, in other words, if the
market prlce of bullion at London be 5 per cent. above its
mint price, the computed exchange between it and San Fran-
cisco, supposing the real. exchange to continue at par, will
obviously be at par. It may therefore be laid down as a
general rale, that when bullion begins to pass from one country
to a.nother, the expense of transit, provided the mint and
market price of bullion in the exporting country correspond,
will indicate how much the value of bullion in it is below its
value in the country into which it is imported, and will be
identical with its unfavourable nominal exchange; and that,
when the market exceeds the mint price of bullion in the ex-
porting country, the expense of transit added to this excess
will give the total comparative reduction of the velue of the
precious metals in that country. The converse of this takes
place in the country importing bullion. When its currency
is of the mint standard, the expense of transit is the measure
of its favourable nommal exchange ; but when its currency is
relatively redundant or dégraded, the difference between the
expense of transit and the excess of the market above the mint
price of bullion, will measure the extent of the favourable or
unfavourable nominal exchange. It will be favourable when
the depreciation is less than the expense of tran51t, and un-~
favourable when it is greater.

From 1809 to 1815 inclusive, Great Britain continued to
export gold and silver to the- Continent. During this period,
therefore, we must add the expense of its export to the excess
of the market over the mint price of bullion, to get at the true
relative value of British currency, and the state of the real
exchange. Mr Goldsmid stated to the bullion committee
that, during the last five or six months of 1809, the expense
of transporting gold to Holland and Hamburg, including
freight, insurance, exporter’s profits, etc.,-varied from 4 to 7
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per cent. But at the time that the relative value of bullion
in Britain was at 5% (medium of 4 and 7) per cent. below its
value in Hamburg, the market price of gold bullion exceeded
its mint price 16 or 20 per cent., or 18 per cent. at an average;
so that the currency of this country, as compared with that of
Hamburg, which differed very little from its mint standard,
was depreciated to the extent of about 231 per cent. Now,
as the computed or actual course of exchange varied, during
the same period, from 19 to 21 per cent. against London, it
is plain that the real exchange could not be far from par.
Had the computed exchange been less unfavourable, it would
have shown that the real exchange was in favour of London;
had it been more unfavourable, it would, on the contrary,
have shown that the real exchange was against London: -

Provided an accurate account could be obtained of the ex-
pense attending the transit of bullion from this country to the
Continent during the subsequent years of the war, it would,
most likely, be found, notwithstanding the extraordinary de-
pression of the nominal, that the real exchange varied but
little from par; and that the exportation of gold and silver
was not a consequence of the balance of payments being
against us, but of its being advantageous to export bullion,
because of its being more valuahle on the Continent. None
will contend that, in 1809, 1810, etc., gold and silver were so
redundant in this country as to sink their relative value.
Any such supposition is out of the question. During the
period referred to, they were sent abroad, because the depre-
ciation of paper exceeded the cost of the transit of bullion;
and it was every body’s interest to pay their debts in the de-
preciated currency, and to export that which was undepre-
ciated to countries where it passed at its full value as coin,
or in which bullion was in greater demand. Had our paper
currency been sufficiently reduced, the supply of gold in the
kingdom in 1809, 1810, etc., compared with the demand
which must, under such circumstances, have been experienced,
was so very small, that, instead of exporting, we should have
imported the precious metals from all parts of the world.

The extraordinary exportation of British goods to the Con-
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tinent during the latter years of the war, has been very generally
supposed to have been in great measure owing to the de-
pression of the exchange. But, in so far as this depression
was occasioned by the redundancy or depreciation of the cur-
rency, it could have no such effect. It is impossible, indeed,
to form any opinion as to the influence of fluctuations in the
computed exchange on export and import trade, without pre-
viously ascertaining whether they are a consequence of fluc-
tuations in the real or nominal exchange. It is only by an
unfavourable real exchange that exportation is facilitated ;
and it may be favourable when the computed exchange is
unfavourable. ¢ Suppose,” to use an example given by Mr
Blake, “the computed exchange between Hamburg and
London to be 1 per cent. against this country, and that this
arises from a real exchange ‘which is favourable to the amount
of 4 per cent., and a-nominal exchange unfavourable to the
extent of 5 per cent.; let the real price of bullion at Ham-
burg and London be precisely the same, and, consequently,
the nominal prices different by the amount of the nominal
exchange, or 5 per cent.; now, if the expenses of freight, in-
surance, etc., on the transit of bullion from Hamburg are 3
per cent., it is evident that a profit would be derived from the
import of that article, notwithstanding the computed exchange
was 1 per cent. against us. In this case the merchant must
give a premium of 1 per cent. for the foreign bill, to pay for
the bullion : £100 worth of bullion at Hamburg would there-
fore cost him £101, and the charges of importation would
increase the sum to £104. Upon the subsequent sale, then,
for £105 of depreciated currency in the home market, he
would derive from the transaction a profit of £1. This sum
is precisely the difference between the real exchange and the
expenses of transit, that part of the computed exchange which
depends on the nominal producing no effect ; since whatever
is lost by its unfavourable state is counterbalanced by a cor-
responding inequality of nominal prices.”! In the same man-
ner it may be shown that, though the computed be favourable,

1 Observations, eic., p 0.
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the real- exchange may be unfavourable; and that,"conse-
quently, it may be really advantageous to export, when it is
apparently advantageous to import. But it would be tedious
to multiply instances, which, as the intelligent reader will
readily conceive, may be infinitely varied, and which have
been sufficiently explained in the foregoing sections.

The real cause of the extraordinary importation of British
produce into the Continent, in 1809, 1810, 1811, etc., not-
withstanding the anti-commercial system of Napoleon, is to be
found in the annihilation of the neutral trade, and our mono-
poly of the commerce of the world. The entire produce of the
East and West was at our disposal. The Continental nations
could neither procure colonial products, nor raw cotton for the
purposes of manufacturing, except from England. British
merchandise was thus almost indispensable; and to this our
immense exportation, in spite of all prohibitions to the con-
trary, is to be ascribed.

HISTORY AND INFLUENCE OF BILLS OF EXCHANGE.

It is not easy to discover the wra when bills of exchange
were first employed to transfer and adjust the mutual claims
and obligations of merchants. Their invention has been
ascribed to the Arabians and Jews of the middle ages. But
it seems certain that they were in use in remote antiquity.
Isocrates states that a stranger who brought some cargoes of-
corn to Athens, furnished a merchant of the name of Stratocles
with an order or bill of exchange on a town on the Euxine,
where money was owing to him; and, because the person who
had drawn the bill had no fixed domicile, Stratocles was to
have recourse on a merchant in Athens, in the event of its
being protested. The merchant, says Isocrates, who procured
this order found it extremely advantageous, inasmuch as it
enabled him to avoid risking his fortune on seas covered with
pirates, and the hostile squadrons of the Lacedzmonians.!

There is also good evidence to show that the method of

! De Pauw, “ Recherches sur les Grées,” i, 258.
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transferring and cancelling the debts of parties residing at a
distance by means of letters of credit, which are in effect the
same as bills of exchange, was not unknown to the Romans.
Cicero, in one of ‘his epistles to Atticus,' inquires whether his
son must carry cash to defray the expense of his studies with
him to Athens, or whether he might not save this trouble and
risk by obtaining an assignment for an equivalent sum from a
creditor in Rome on his debtor in Athens. It is evident, from
a subsequent epistle of Cicero, that the latter method had been
preferred, and that the transference of the money had, in con-
sequence, been rendered unnecessary.? -

Macpherson states,® that the first mention of bills of ex-
change in modern history occurs in 1255. The pope, having
quarrelled with Manfred, king of Sicily, engaged, on Henry
III. of England agreeing to indemnify him for the expense,
to depose Manfred, and raise Henry’s second son, Edmund,
to the Sicilian throne. The enterprise misgave. But the
merchants of Sienna and Florence, who originally advanced
the money to carry it into effect, or rather to gratify the pope’s
rapacity, were paid by bills drawn on the prelates of England,
who, although they protested that they knew nothing at all
about the transaction, were nevertheless compelled, under pain

- of excommunication, to pay the bills and interest !*

Capmany, in his “ Memoirs” respecting the Commerce,
etc., of Barcelona, gives a copy of an ordonnance of the magis-
tracy, dated in 1394, enacting that bills should be accepted
within twenty-four hours after their presentation; a sufficient
proof that they were.in general use in the end of the four-
teenth century.

But whatever be-the 2ra of the introduction of bills of
exchange, -few inventions have redounded more to the public

1 Epist. ad Atticum, xii. 21.

3 Epist. ad Atticum, xii. 27. “De Cicerone, ut scribis, ita faciam:
ipsi permittam de tempore: nummorum quantum opus erit ut permutetur
. tu videbis.” In his notes on a parallel passage, Greevius remarks, ¢ Per-

mutatio est quod nunc barbare cambium dicitur.”—ZEpist. ad Atticum,
xi. 24. :

3 Annals of Commerce, i. 405. . + Hume’s England, cap. 12.
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advantage. Without this simple and ingenious contrivance,
commerce could have made no great progress. Had there
been no means of adjusting the mutual claims of debtors and
creditors otherwise than by the intervention of metallic money
(for bank paper is only another species of bills of exchange),
a very large portion of that capital which is setting pro-
ductive labour in motion in every quarter of the globe, and
ministering to the wants and enjoyments of mankind, must
have been employed in effecting those exchanges which
are much better effected by the agency of a few quires of
paper. Instead of a perpetual importation and exportation of
gold and silver, necessarily attended with an immensity of
trouble and expense, bills, possessing little or no intrinsic
worth, -and which are transferred with the utmost -facility,
suffice to adjust the most extensive and complicated transac-
tions. But the mere setting free of an immense productive
power, engaged in a comparatively unprofitable employment,
is only one of the many benefits we owe to the use of bills.
By cheapening the instruments by which commerce is carried
on, they have materially reduced the prices of most articles.
And have, in consequence, increased the command of all
classes over necessaries and luxuries, and accelerated the
progress of civilisation, by occasioning a more- extensive
intercourse and intimate connection between different and
independent countries, than would otherwise have taken
place.

In a political point of view, their effects have been equally
salutary. They enable individuals imperceptibly to transfer
their fortune to other countries, and to preserve it safe alike
from the rapacity of their own governments and the hostile
attacks of others. The security of property has, in consequence,
been vastly augmented. And though we should concede
to the satirist, that paper credit has ¢ lent corruption lighter
wings to fly,”" it has, at the same time, powerfully contri-

1« Blest paper credit! last and best supply!
That lends corruption lighter wings to fly!
Gold, imp’d by thee, can compass hardest things,
Can pocket states, can fetch or carry kings;
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buted to render subjects less dependent on the policy, and less
liable to be injuriously affected by the injudicious measures
of their rulers. In countries in a low stage of civilisation,
the inhabitants endeavour, by burying all the gold and
silver they can collect, to preserve a part of their property
from the despots by whom they are alternately plundered and
oppressed. This was universally the case in the middle ages.
And in Turkey, India, Persia, and other eastern, and also
in some European, countries, the practice is still carried on to
a greater or less extent. Some economists have endeavoured
to account for the long-continued importation and high value
of the precious metals in India, by the loss which necessarily
attends the practice of hoarding. And, undoubtedly, ‘this’
locking up of capital, while it evinces an extreme degree of in-
security, is a main cause of the poverty of these countries.
But the security afforded by bills of exchange is infinitely
greater than any which can be derived from the barbarous
expedient of trusting property to the bosom of the earth.
¢ Pregnant with thousands flits the scrap unseen,” and in a
moment places the largest fortune beyond the reach of danger.
Mr Harris was, therefore, right in saying, ¢“that the intro-
duction of bills of exchange was the greatest security to
merchants, both as to their persons and effects, and conse-
quently the greatest encouragement to commerce, and the
greatest blow to despotism, of anything that ever was in-
vented.”!

Its extensive commerce, the wealth and punctuality of its
merchants, and their intinate connection with all the other
great trading cities of the world, made Amsterdam, previ-
ously to the peace of 1763, the chief place where the ac-

A single leaf shall waft an army o'er,

Or ship of senates, to some distant shore;

A leaf, like Sibyll’s, scatter to and fro

Our fates and fortunes, as the wind shall blow;
Pregnant with thousands, flits the scrap unseen,
And silent sells a king, or buys a queen.”—PorE.

1 Harris on Coins, part i. p. 108.
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counts of commercial countries were balanced and- adjusted.
But the loss of foreign trade, and the other vexations to which
Holland was subjected during the ascendancy of the French,
nearly divested Amsterdam of all share in this business ; and
it bas not since recovered its former superiority. London is
now the trading metropolis of Europe, and of the world,
untverst orbis terrarum emporium. The vast extent of its com-
mercial dealings necessarily renders it the great mart for bills
of exchange. Its bill merchants, a class of men remarkable
for their shrewdness, and generally possessed of large capitals,
assist in trimming and adjusting the balance of debt and credit
between the most remote countries. They buy up bills where .
they are cheap, and sell them where they are dear. And, by
the extent of their correspondence and the magnitude of their
transactions, give a steadiness to the exchange, to which it
could not otherwise attain. .



- ESSAY

ON

INTEREST AND USURY LAWS.

INTEREST is the annual sum, or rate per cent. which the
borrower of a capital obliges himself to pay to the lender for
its use.l . . :

It was generally supposed, previously to the middle of last
century, that, in the event of all legislative enactments regu-
lating the rate of interest being repealed, its increase or
diminution would depend wholly on the comparative scarcity
or abundance of money; or, in other words, that it would
rise as money became-scarce,.and fall as it became more
plentiful. But this opinion has been successfully contro-
verted? .And it has been shown that the rate of interest,
in advauced communities, is not determined by the abun-
dance of the currency, but by the average rate of profit
derived from the employment of capital. No doubt it most
frequently happens that loans are made in currency. This,
however, is of no consequence. There is obviously no sub-
stantial difference between one individual furnishing another
with 100 bushels of corn, or 100, yards of cloth, to be repaid
at the expiration of a specified period by the delivery of 104

.1 Interét; loyer d'un capital preté; ou bien, en termes plus exacts,
achat des services productifs que peut rendre un capital.—(Say, tome ii.
. . 480, ed. 4me,
2 First by Mr Joseph Massie in a tract publishedin 1750, entitled “ An
Essay on the Governing Causes of the Rate of Interest;” and, second,
and with better effcct, in Hume’s # Essay on Interest,” in 1752.
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or 105 bushels, or 104 or 105 yards, or with as much money,
at 4 or 5 per cent., as would purchase the corn or cloth.
And it is easy to perceive that, as crowds of passengers may be
successively conveyed by the same carriage, so the same sum of
money may serve to negotiate an infinity of loans. Suppose A.
lends to X £1,000, which the latter immediately pays away to
B for an equivalent amount of commodities : that B, having
no use for the money, lends it to Y, who pays it away for com-
modities to C, who again lends it to Z, and so on. It is plain
that the borrowers X, Y, Z, have received loans of commodities,
or capital, from the lenders A, B, C, worth three times (and
they might have been worth thirty or three hundred times)
as much as the money employed in settling the transac-
tions. According as the supply of currency, compared with
the business it has to perform, is greater or less, we give a
greater or less number of guineas or livres, notes or assignats,
for the articles we wish to obtain. It is, however, by the
advantage or profit we expect to derive from the loan of these
articles, and not from the circumstance of their costing a
larger or smaller number of pieces of gold or silver or bits of
engraved paper, that the rate of interest, or the compensation
paid to the lender for their use, is determined. It may per-
haps be supposed, that when the quantity of metallic money is
increased, goldsmiths and jewellers obtain the raw material of
their business with greater facility. But this isnot always the
case; and, though it were, it would not affect the rate of
interest. No coins are ever sent to the melting pot, unless the
currency be degraded or depreciated ; that is, unless it be de-
ficient in weight, or relatively redundant in quantity. And it
is clear that the inducement to promise a high or low rate of
interest for loans of money, which it was intended to work up
into some species of goods, would not depend on the supply
of such money, but on the profit to be derived from the
operation, a circumstance totally unconnected with the scarcity
or abundance of coin. )

It, therefore, appears that the rate of interest at any- given
period, depends on the profit that may be made by employing
capital in industrious undertakings, and not on the prices paid
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for the articles of which it consists. The latter are affected
by every change in the value of money, but the former is
little, if at all, affected by these changes, and is determined
by the productiveness of industry. A low or a high rate
of profit is uniformly accompanied by a low or a high rate
of interest. Money, as every one knows, is cheaper in the
United States and in Australia, than in England ; but the
ordinary rate of profit being higher there than here, interest,
despite the lower value of money, is also higher. Extraor-
dinary as it may seem, it is nevertheless true that, during the
past year (1851-52), the current rate of interest in San
Francisco, where bullion is so very abundant as to be almost
a drug, varied from 2 to 8 per cent. a month, or from'24 to
36 per cent. per annum. And though we should allow that
as much as a half of this rate is to be viewed as a premium
of insurance on account of the insecurity prevalent in Cali-
fornia, still the residue would amount to three, four, or five
times the ordinary rate of interest in England. In farther
corroboration of the above statements, we may mention that
the low rate ofinterest in Holland during the greater part
of the 17th, and the whole of the 18th, century, was not
owing to any peculiar abundance or cheapness of money,
but to the high rate of taxation and the difficulty of in-
vesting capital with a profit. And the latter has been, and
is, the cause of the low rate of interest in this country towards
the widdle of last century and at the present time. It is not,
in short, by the amount, or value of the currency of a country,
but by the means which it enjoys for the profitable employment
of capital or stock, that profits and interest are governed.
That a rise or full in the value of money can have no direct
influence over interest, is plain from the fact of the interest
being itself paid in.the money that has risen or fallen. But,
at the same time, a sudden increase in the supply of money,
such as is now taking place, may undoubtedly have a tem-
_ porary effect in depressing interest. Importers of bullion may
not be able to lay it out advantageously in purchases, and
may, in consequence, he disposed to have it coined and lent,
though at a lowrate. We incline, however, to think that the
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influence of considerations of this sort is-but inconsiderable,
Lenders will not take less for loans than the borrowers are
willing to offer; and the offers of the latter must be deter-
mined not only by the amount of money seeking investments,
but still more by the profit that may be made by its em-
ployment. When there is a rapid influx of money, loans
for short periods are usually obtainable at low rates. This,
however, is not generally the case with loans for lengthened
periods. The lenders are willing to accept a reduced interest
for a short term, till they can look about for some more profit-
able means of investment. But the interest on loans made
on mortgage, or for lengthened periods, is always propor-
tioned to the rate of profit at the time; and, supposing the
security to be unexceptionable, is but little affected by any-
thing else.?

The profits made in industrious undertakings are usually
distributed into gross and nett profits. And if we deduct from
the former the wages or remuneration due to capitalists for
their skill and trouble in superintending businesses, with a
compensation for the risks provided against by insurance, the
residue is the nett profit or return growing out of the capital
employed. It is on this latter portion that interest depends,
or rather with which it is identical. Lenders having nothing
to do with the employment of capital, are not entitled to any
peculiar advantage that may arise from it. But they are
entitled to all that can fairly be considered as the réturn to
the capital they have lent, after the risks, salaries, and neces-
sary emoluments of those who undertake its employment, are
deducted ; and this much,’ speaking generally, they will get,
and no more. Whatever else may be realised by the em-
ployment of capital in industrial pursuits, belongs to the
borrowers, and forms the fund out of which they are remuner-
ated. In coming to this conclusion, we are supported by the
authority of Mr Tooke. ¢ The rate of interest,” says he, « is
the measure of the nett profit on capital. All returns beyond
this on the employment of capital, are resolvable into com-

_ ! See the statement of Ricardo on this suhject, ante, p. 40.
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pensations, under distinct heads, for risk, trouble, or skill, or
for advantages of situation or connection.”!

. Whatever, therefore, may at any time occasion a sudden
glut of money or capital, may lower the rate of nett profit
and interest. But that very circumstance, by increasing the
demand for capital, will eventually raise the rate to its proper
level ; and the glut having disappeared, profits and interest
will depend on the productiveness of industry.

Besides, such variations as are proportioned to variations in
the ordinary rate of profit, and which equally affect all loans,
the rate of interest varies according to the security for- the
repayment of the principal, and the duration of the loan.
Hence the powerful influence which the character of the
borrower, and the purpose for which he borrows, or the nature
of the business in which he is engaged, have over interest.
Careful, skilful, and intelligent parties always borrow, ceteris
partbus, on lower terms than those of an opposite description.
The spendthrift, the idle, and the unskilful, can with difficulty
obtain loans on any terms; and those who deal with them
and stipulate for a. high rate of interest to cover their risk,
frequently find that their guarantee is inadequate, and that
they would have better, consulted their own advantage by
lending to respectable parties on the usual terms. The nature
of the employment in which borrowers are engaged has also,
as now stated, a powerful effect in determining the rate of
interest, Wherever there is risk, it must be compensated.
A sum lent on mortgage over a valuable estate, is not exposed
to any risk. But a sum lent to a ianufacturer or merchant
engaged in a hazardous business, is exposed to a-high degree
of risk; and the interest payable on the latter, inasmuch as
it ‘must include a premium to compensate this extra risk,
may be twice or three times as much as that paid on the
mortgage.

- 'We should mistake, however, if we supposed that this cir-
cumstance places those who carry on peculiarly hazardous

1 Considerations on the State of the Currency, 2d edit. p. 12.
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businesses in a comparatively disadvantageous situation. Com-
petition will not permit, taking everything into account, a
greater or a less amount of nett profit to be permanently
realised in one branch of industry than in another. And those
who invest their stock in employments of more than ordinary
hazard, dispose of their produce at such prices as yield them the
ordinary rate of profit, exclusive of a surplus sufficient to insure
their stock against the extra risk to which it is exposed. Were
this not the case, capitalists would not place their property in
a state of comparative danger, and undertakings of a hazard-
ous nature would not be entered into. But it very frequently
happens, that the manager of a hazardous branch of industry,
paying from 10 to 12 per cent. for loans, realises larger nett
profits than the purchaser of an estate with money borrowed at
3 or.4 per cent.

Supposing the security to be equal, capital lent for a ﬁxed
and considerable period always fetches a higher rate of interest
than that which is lent for short periods, or which may be de-
manded at the pleasure of the lender. There are but few
modes of employing the latter, so that it is very frequently
worth little or -nothing. Hence the rate of interest is, in
the majority of cases, in part at least, determined by the
length of the loan ; for, when that is considerable, it may be
productively employed in a variety of businesses, in which
it would not otherwise be safe to invest it, at the same time
that the borrower has time to prepare for its repayment.
But this principle has only a slight influence over loans for
terms beyond three, or, at most five, years; for a loan for
either of these terms, but especially the latter, may be em-
ployed in a great variety of ways, and would bring nearly as
much interest as it would do were it for ten or twelve years.
It is farther to be observed, that large classes of borrowers pre-
fer the less interest which they get for advances at short-dates,
to the higher rate which they might get were they for longer
terms. Most people wish to have the full command of _their
capital. Merchants and manufacturers who lent on mortgage,
would in so far deprive themselves of the means of extending
their business, and of speculating. And though sometimes,
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perhaps, this might be for their advantage, yet-the flattering
opinion which most people entertain of their own sagacity and
good fortune, would but seldom permit them to doubt that it
was a very serious disadvantage. Hence the low rates at
which banking companies who pay the sums deposited with
them on demand, and governments overwhelmed with debt,
are able to borrow. A stockholder’s mortgage, or claim on
the revenue of a country, may be immediately converted into
cash at the current prices- And, however much the majority
of the creditors of such a country as Austria, for instance, may
be impressed with a conviction of its inability to discharge the
various claims upon it, each individual, confident in his own
good fortune and foresight, flatters himself that Ae, at least,
will be able to predict the coming tempest, and that ke will
be able to sell out before a public bankruptcy.

It is evident, from these statements, that in addition to the
security for loans and their duration, the rate of interest will,
to a considerable extent, depend on the facilities afforded for
enforcing or carrying out the stipulations in contracts. And
hence a main cause of its reduction as society is more and
more improved. Generally, it may be said that a speedy,
cheap, and effectual process for securing the payment of
debts, has a powerful tendency to lower—and a slow, costly,
and ineffectual process, to raise—the rate of interest. In most
countries, extraordinary means are taken to compel payment
of bills; and this is a principal cause of the low rate at which
they are commonly discounted. The easy enforcement of
contracts constitutes, in truth, an important portion' of the
security for a debt. By a good-security, is not meant a
guarantee that a loan will ultimately be made good, but that
it will be punctually paid when due; or, if the loan be of a
kind. that a little delay in its payment is usually given, that
that delay will not be exceeded, and that it will be paid within
the customary term. A security which should insure the final
payment of a debt, but which should not insure its payment
when due, or shortly thereufter, is not a good, but a bad
security. It is indispensable to the transacting of business
safely, cheaply, and expeditiously, that there should be as
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little doubt as possible either in regard to the payment of
loans or the term when they are to be paid. If either of these
points be doubtful, the lender will insist on an indemnity for
the consequent risk, which the borrower will have to pay.
And hence it is that the summary proceedings taken to en-
force payment of bills, and such like debts, conduce more
to the interest of the borrowers than of the lenders. They
reduce the rate of interest; and the hardship, such as it is,
which they occasionally inflict, does not occur in one case out
of five hundred, while its salutary influence tells in every
case! -

In Greece the rate of interest was not regulated by law s
and it consequently varied with all the causes of ‘variation
above alluded to. Generally, however, it was what we should
reckon very high, amounting, in most cases, to from 10 to 18
per cent., and upwards. This high rate of interest was not
occasioned by a high rate of profit, but by the uncertainty of the
laws, and the facilities which they afforded to fraudulent debtors
to defeat the just claims of their creditors. The interest on
money lent on bottomry, or on the security of the ship or cargo,
or both, was rated at so much per voyage. It consequently de-
pended on the place to which the ship was to sail, the season, the
chance of meeting pirates or enemies’ ships, ete. Usually it was
extremely great, varying from 30 to 50, or 60, per cent. The
bankers and money lenders of Athens, though of low origin,
being mostly freedmen or aliens, appear to have been con-
sidered as eminently trustworthy, and entitled to the public
confidence. But they were, notwithstanding, quite as unpopu-
lar as the Jews and Lombards of the Middle Ages. We are
surprised that so learned a writer as Boeckh should have

1 It is not, of course, any part of our business to inquire into the
methods most proper to be taken to enforce-payment of debts. But, how
paradoxical soever it may appear, we believe it would not be difficult to
show that the putting of most descriptions of small debts, or of debts under
£30 or £40, out of the pale of the law, would be advantageous. It would
tend to prevent the abuse of credit by the lower classes, o whom it is
extremely pernicious, and to make habits of economy and punctuality
more valuable than at present.
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endeavoured to perpetuate the vulgar prejudice against them,
by stating that they had drawn upon themselves the ¢ merited
hatred of all classes.” He should have known that it was not
the covetousness of the bankers, but that bad laws adminis-
tered by interested judges, by making loans insecure, and
driving parties of the highest respectability from the business,
have been alone to blame for the exorbitant usury of ancient
and modern times. Had contracts been properly enforced,
the probability is that interest would have been as low in
Greece as in England.!

Instead, however, -of leaving the rate of interest to. be
adjusted by the free competition of the parties, on the prin-
ciples thus briefly explained, or endeavouring to reduce it by
facilitating the enforcement of contracts, most governments
have interfered, either entirely to prohibit the taking of interest,
or to fix certain rates which might be legally exacted, while
any excess over them was declared to be usury, and prohibited
under the severest penalties, In the ages in which these
enactments had their origin, the precious metals were the only
species of money, and were considered quite peculiar. Being
- used as standards by which to ascertain the values of different
articles, and as the equiyalents for which they were most
frequently exchanged, they acquired a factitious importance
in the estimation, not merely of the vulgar, but of persons of
the greatest discernment. The fact, that to buy or to sell is
merely to barter one commodity for another, to exchange a
quantity of corn, or cloth, or beef, for a quantity of gold or
silver, and vice versa, was entirely overlooked. The atten-
tion was gradually transferred from the money’s worth to the
money itself. And the wealth of states and of individuals was
not measured by the amount of their disposable produce,
or by the quantity or value of the articles with which they
could afford to purchase the precious metals, but by the quan-
tity of these metals actually in their possession. For these and
other reasons, money has been considered as a marchandise

>

1 Bocckh’s * Public Economy of'Athens,” i. pp. 164-191,
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par excellence. And we need not, therefore, be-surprised at
the measures to which the prevalence of such exaggerated
opinions almost necessarily led ; or that vigorous efforts
should have been made to protect those who were unpro-
vided with so powerful an instrument from becoming a
prey to their more fortunate neighbours. Individuals might
freely dispose of their corn, cattle, land, etc. But it was sup-
posed that the demand for money might be so great, as to
enable the lenders, unless restrained in their exactions, to
ruin the borrowers, and engross the whole property of the
country.

Another cause of the prejudice against stipulating for
interest grew out of the dislike entertained to accumulation.
It is a consequence of economy, or of a saving of income;
which, in rude ages, is considered indicative, not only of a
sordid disposition, but as being positively hurtful. - Prodigals
and spendthrifts were long, and perhaps still continue to be,
the favourites of the public. Before the nature and functions
of capital were properly understood, it was believed that it
could not be increased without injury to individuals, and
that any advantage it might give to the proprietor must
be obtained at the public expense. It did not occur to our
ancestors, that those who, by their economy, accumulate
stock, add to their own wealth, without diminishing that of
others; nor were they aware that, when expended, as is almost
always the case, in the support of productive industry, this
stock affords the means of producing an increased income.
But reckoning, as they did, that the savings of individuals were
so much withdrawn from income in which the public would
otherwise have participated, it was natural enough that they
should endeavour to limit the advantage derivable from their
employment. .

Much, also, of the prejudice against bargaining for interest,
prevalent in the middle ages, may be traced to the authority
of certain texts of Scripture, which were understood to pro-
hibit its exaction. It is doubtful, however, whether they will
really bear that interpretation. And supposing that they
did, nothing could be more irrational than to regard the
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municipal regulations of a people placed in such peculiar cir-
cumstances as the Jews, as general and fixed principles,
applicable in-all ages and countries.!

But, whatever may have led to the efforts so generally
made to limit or suppress the rate of interest, it is abundantly
certain that, instead of succeeding in their object, they had
an opposite effect. If a borrower consider it for his advan-
tage to offer 6, 7, or 8 per cent. for a loan (and otherwise
he would not make the offer), why should the legislature
interfere, and prohibit the lender from receiving, and the
borrower from paying, more than 3, 4, or 5 per cent.? An
interference of this sort, besides being uncalled for and un-
necessary, is in a high degree prejudicial. Restrictive laws,
instead of reducing, uniformly raise the rate of interest. They
cannot be so framed as to prevent borrowers from offering
a higher rate of interest than is fixed by statute. And if the

! Michaelis on the Laws of Moses, ii. 336. English translation. Itis
a remarkable fact that the famous reformer Calvin was one of the first to
emancipate himself from the prejudices formerly so prevalent, especially
among religious people, against taking interest. He comments as follows
. on the statement of Aristotle, that as money did not produce money, no
return could be equitably claimed by the lender:— Pecunia non parit
pecuniam, Quid mare? quid domus, ex cujus locatione pensionem per-
cipio? An ex tectis et parietibus argentum propri¢ nascitur? Sed et
terra producit, et mari advehitur quod pecuniam deindé producat, et
habitationis commoditas cum certd pecunid parari commutarive solet.
Quod si igitur plus ex negotiatione lucri percipi possit, quam ex fundi
cujusvis proventu: an feretur qui fundem sterilem fortassé colono loca-
verit ex quo mercedem vel proventum recipiat sibi, qui ex pecunia fructum
aliquem perceperit, non feretur? et qui pecunia fundum acquirit, annon
pecunia illa generat alteram annuam pecuniam? Unde vero mercatores
lucrum ? Ex ipsius, inquies, diligentid atque industrii. Quis dubitet
pecuniam vacuam inutilem omnino esse ? neque qui 4 me mutuam rogat,
vacuam apud se habere & me acceptam cogitat. Non erga ex pecunid
illa luerum accedit, sed ex proventu. Il igitur rationes subtiles quidem
sunt, et speciem quandam habent, sed ubi propius expenduntur, seipsa con-
cidunt. Nunc igitur concludo judicandum de usuris esse, non ex particu-
lari aliquo Scripture loco, sed tantum ex mquitatis reguld.”—Quoted by
Dugald Stewart in his Notes to his Preliminary Dissertation to the
Encyclopeedia Britanuica. -
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lenders had implicit confidence in the secresy and solvency of
the borrowers, they might accommodate them with the sums
wanted, without requiring any additional interest, because of
the illegality of the transaction. But cases of this sort are ex-
tremely rare. Gratitude, and a sense of benefits received, are
but slender securities for honourable conduct. Numberless
unforeseen events occur to weaken and dissolve the best
cemented friendships; and a transaction of this kind would
afford an additional source of jealousies and divisions, In
such matters, indeed, men are more than usually sharp-sighted,
and are little disposed to trust to moral guarantees for the
security of their property. But though neither the threaten-
ings of the law, nor the inducements which it held out to
dishonest debtors to recede from the stipulations into which
they had entered, were able to prevent, or even greatly to
lessen, what are termed usurious bargains, they rendered them
more oppressive; for they obliged the lenders to demand, and
the borrowers to undertake to pay, a higher rate of interest,
to balance the risk of entering into what the law made an’
illegal transaction. This higher rate or premium being, of
course, proportioned to the greater or less intensity of the
risk to be provided against; that is, it increased or diminished
according as the laws for the prevention of usury were en- -
forced or relaxed.

‘Whenever, under the old system, the market rate of interest
rose above the statutory rate, the free transfer of capital
among the different classes was obstructed. Parties could no
longer look merely to their own advantage. And loans which
might have been obtained for 6, 7, or 8 per cent., had there
been no hazard from anti-usurious statutes, were raised, on
its account, to 8, 10, and 12 per cent. It is, therefore, plain
that if the means taken to put down usury were not wholly
responsible for its existence, they, at all events, added largely
to its amount.

These conclusions do not rest on theory only, but are
supported by a constant and uniform experience. In Rome,
during the republic, the ordinary rate of interest was exces-
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sively-high. The debtors, or plebeians, were every now and
then threatening to deprive their creditors, who were generally
of the patrician order, not only of the interest, but of the
principal itself. Repeated instances occurred to show that
these were not mere-empty threats; and the patricians in-
demnified themselves, by a corresponding premium, for the
dangers to which they were exposed. ¢ Des continuels change-
ments,” says Montesquieu, “soit par des loix, soit par des
plebiscites, naturaliserent &‘Rome l'usure ; car les créanciers,
voyant le peuple leur débiteur, leur legislateur, et leur juge,
n'eurent plus de confiance dans les contrats. Le peuple,
comme un débiteur decrédité, ne tentoit & lui préter que par
des gros profits ; d’autant plus que, si les loix ne venoient que
de temps en temps, les plaintes du peuple &toient continuelles,
et intimidoient toujours les créanciers. Cela fit que tous les
moyens honnétes de préter ‘et d’emprunter firent abolis &
Rome, et qu'une usure affreuse toujours foudroyée, et toujours
renaissante, s’y établit. Le mal venoient de ce que les choses
navoient pas été ménagés. Les loix extrémes dans le bien
font naitre le mal extréme: il fallut payer pour le prét de
P'argent, et pour le danger des peines de la loi.”?

In Mohammedan countries, notwithstanding the prohibition
in the Koran, the ordinary rate of interest is at least three or
four times as great as its'ordinary rate in Europe. ¢ L’usure
augmente dans les pays Mahometans & proportion de la
sévérité de la defense: le préteur s’indemnise du péril de la
contravention.”? )

-During the middle ages, when interest was excessively high,
the rate of profit was probably little, if at all, higher' than
at present. But it should be observed that a very great
majority of the loans of these ages were but little influenced
by its amount. They were not made to be invested, but to
be spent. The great barons and other landed proprietors
were the principal borrowers. And in nineteen out of every
twenty instances, the sums which they borrowed were ex-

1 Esprit des Loix, liv. xxii. ¢. 21.
2 Esprit des Loix, liv. xxi, ¢. 19.
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pended in the maintenance of crowds of idle retainers, in
warfare, or in prodigalities of some sort or other. And
while the borrowers belonged generally to what we should
now call the spendthrift class, and there were no efficient
means of compelling them to abide by their engagements,
the lenders were but few in number, and mostly Jews and
Italians, against whom the most unreasonable: prejudices
were entertained. Under such circumstances, it would be
folly to suppose that the rate of interest should depend in any
considerable degree on the rate of profit. The numbers, posi-
tion, and character of the borrowers, compared with the few-
ness, position, and character of the lenders, and the risk to -
which the latter were exposed in entering into such transac-
tions, occasioned the excessively high rate of interest. Of the
50 and even 100 per cent. which borrowers then frequently
engaged to pay as interest, not more than 10 or 12 per cent.
can properly be said to have been given for the productive
services of loans. The rest must be considered as occasioned
partly by the extreme scarcity of disposable capital and the
carelessness of the borrowers, and partly, and principally, as
a bonus to compensate the lenders for the imminent hazard of
losing the principal.

In England, as in most other countries, Christians were,
after the Conquest, absolutely prohibited, both by the civil
and the ecclesiastical law, from bargaining for interest. But
as Jews, according to the Mosaic law,’ were allowed to lend
at interest to a stranger, its exaction by them was first con-
nived at, and subsequently authorised by law. And the same
privilege was afterwards extended to the Italian or Lombard
merchants, In consequence of this exemption, many Jews
early settled in England, and engrossed a large share of the
trade of the kingdom. But despite their industry and general
good conduct, the prejudices against them, and against the
business in which they were mostly engaged, were so very
strong that they and their families were regarded as slaves of
the crown, by whom they were plundered, to an extent and

1 Deuteronomy, cap. xxiii. v. 20.
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under pretences which would now appear incredible. To
such an extreme, indeed, were these oppressive practices car-
ried, that a particular office, called the exchequer of the Jews,
was established, for receiving the sums extorted from them in
fines, customs, tallages, forfeitures, etc. They were, in con-
sequence, obliged to charge an ‘enormous rate of interest, or,
as Madox expresses it, “ to fleece the subjects of the realm
as the king fleeced them.”* And hence, while only from 7
to 10 and 12 per cent, interest was paid in countries where
sounder principles prevailed, the rate charged in England was
three, four, and even five times as great.?

But in the end the disorders occasioned by this ruinous
system became so obvious, that, notwithstanding the deep-rooted
prejudices to the contrary, a statute was passed in 1546 (37
Hen. VIIL. cap. 7), legalising interest to the extent of 10 per
cent. per annum; because, as is recited in the words of the
act, the statutes ¢ prohibiting interest altogether have so little
force, that little or no punishment hath ensued to the offend-
ers.” In the reign of Edward VI, the horror against interest
seems to have revived in full force; for, in 1552, the taking
of any was again prohibited, “ as a vice most odious and
detestable,” and “ contrary to thé'word of God.” But,in spite
of this denunciation, the rate of interest, instead of being re-
duced, immediately rose to 14 per cent., and continued at this
rate until, in 1571, an act was passed (13 Eliz. cap. 8) re-
pealing the act of Edward VI, and reviving the act of Henry

1 Madox’s History of the Exchequer, i. pp. 221-261. 4to. 1769.

2 At Verona, in 1228, the interest of money was fixed by law at 12}
per cent. Towards the end of the fourteenth century, the republic of
Genoa paid only from 7 to 10 per cent. to her creditors ; and the average
discount on good bills at Barcelona, in 1435, is stated to have been
about 10 per cent. But whilst interest in Italy and Catalonia, where a
considerable degree of freedom was allowed to the parties bargaining for
a loan, was thus comparatively moderate, it was, despite its total prohibi-
tion, incomparably higher in France and England. Matthew Paris men-
tions that, in the reign of Henry IIL., the debtor paid 10 per cent. every
two months. And this, though impossible as a general practice, may not
have been very far from the average interest charged on the few loans
that were then contracted for.——Hallam’s < Middle Ages,” iii. 402.
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VIII., allowing 10 per cent. interest. In the preamble to this
act it is stated, % That the prohibiting act of King Edward VI.
had not done so much good as was hoped for; but that rather
the vice of usury hath much more exceedingly abounded, to
the utter undoing of many gentlemen, merchants, occupiers,
and others, and to the importable hurt of the commonwealth.”
This salutary statute was opposed, even by those who should
have known better, with all the violence of ignorant superstition.
Dr John Wilson, a man famous in his day, and celebrated for
the extent of his learning, informed the House of Commons, of
which he was a member, that it was not the amount of the
interest taken that constituted the crime ; but that all lending
for any gain, be it ever so little, was wickedness . before God
and man, and a damnable deed in itself, and that there was
no mean in this vice any more than in murder or theft.” To
quiet the consciences of the bishops, a clause was inserted,
declaring usury to be forbidden by the law of God, and to
be in its nature sin, and detestable. This statute was limited
to a period of five years; but, ¢ forasmuch as it was, by proof
and experience, found to be very necessary and profitable for
the commonwealth of this realm,” it was, in the same reign,
made perpetual. (39 Eliz. cap. 18.) '

. In the 21st of James I. the legal rate of interest was re-
duced to 8 per cent., by an act to continue for seven years
only, but which was made perpetual in the succeeding reign.
(3 Car. I. cap. 4.) During the commonwealth, the legal
rate of interest was reduced to 6 per cent., a reduction which
was afterwards confirmed by the 12-Car. II. And, finally,
in the veign of Queen Anne, a statute (12 Anne, cap. 16) was
framed, reducing the rate of interest to 5 per cent., at which
it stood till 1839,

In the preamble to this statute, it is stated that, ¢ whereas
the reducing interest to 10, and from thence to 8, and
thence to 6, in the hundred, hath from time to time, by ex-
perience, been found very beneficial to the advancement of
trade and the improvement of lands, it is become absolutely
necessary to reduce the high rate of interest of 6 per cent. to
a nearer proportion to the interest allowed for money in foreign
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states.” It was for these reasons enacted, that all bargains or
contracts stipulating for a higher rate of interest than 5 per
cent. should be utterly void. And ¢ that all persons who
should after that time receive, by means of any corrupt bar-
gain, loan, exchange, chevizance, or interest, of any wares,
merchandise, or other thing whatever, or by any deceitful way
or means, or by any covin, engine, or deceitful conveyance
for the forbearing or giving day of payment, for one whole
year, for their money or other thing, above the sum of £5 for
£100 for a year, should forfeit, for every such offence, the treble
value of the moneys or other things so lent, bargained,” etc.

In Scotland, previously to the Reformation, no interest
could be legally charged. But that great event, by weakening
the force of those religious prejudices, which had chiefly dic-
tated the prohibition of interest, led to the adoption of more
liberal opinions on the subject, and to the enactment of
the statute of 1587 (11 Parlt. Jac. VI. cap. 52), which legal-
ised interest to the extent of 10 per cent. In 1633 the legal
rate was reduced to 8 per cent., and in 1661 to 6 per cent.
The statute ‘of Anne, reducing the rate of interest to 5 per
cent., extended to both kingdoms.

The statutes prohibiting the taking of interest in Ireland
were not repealed until 1635, when the statute 10 Car. I.
cap. 22, gave libertyo stipulate for any rate not exceeding
10 per cent. 1In 1704 this rate was reduced to 8 per cent.; in
1722 it was reduced to 7 per cent.; and in 1732 it was further
reduced to 6 per cent,

In France the rate of interest was fixed at 5 per cent. so
early as 1665 ; and this, a few short intervals only excepted,
continued to be the legal rate till the Revolution. Laverdy,
in 1766, reduced it from 5 to 4 per cent. Instead, however,
of the market rate being proportionally reduced, it was raised
from 5 to 6 per cent. Previously to the promulgation of the
edict, loans might have been obtained on good security at 5
per cent. ; but an additional per cent. was afterwards required
to cover the illegality. This caused the speedy abandonment
of the measure.!

1 Storch, « Traité A’Ecanomie Politique,” tome iii. p, 187.
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The same thing happened in- Livonia in 1786, when the
Empress Catherine reduced interest from 6 to 5 per cent.
Hitherto, says Storch (in loco citato), those who had good
security to offer were able to borrow at 6 per cent.; but
henceforth they had to pay 7 per cent. or upwards. And
such will be found to be invariably the case, when the legal is
less than the market rate of interest.

It has been observed by Smith, that the statutory regula-
tions, reducing interest in England, were made with great
propriety. Instead of preceding, they followed the fall which
was gradunally taking place in the market rate of interest,
and, therefore, did not contribute, as they would otherwise
have done, to raise that which they were intended to reduce.
Sir Josiah Child, whose Treatise, recommending a reduction
of interest to 4 per cent., was originally pablished in 1668,
states, that the goldsmiths of London, who then acted as
bankers, could obtain as much money as they pleased, upon
their servants’ notes only, at 4% per cent. The supposed in-
security of the revolutionary establishment, and thé novelty
of the practice of funding, occasioned the payment of a-high
rate of interest for a large portion of the sums borrowed
by the public in the reigns of William III. and Anne. But
private persons, of undoubted credit, could then borrow at less
than 5 per cent. During the reign of George IL. the market
rate of interest fluctuated from 3 to 4 and 44 per cent.?

Smith mentions that the increased means of profitably in-
vesting capital acquired during the war, terminated by the
peace of Paris in 1763, raised the market rate of interest to a
level with the statutory rate, or perhaps higher. DBut it was
not until the late war that any very material or general in-

1 A second edition, very greatly enlarged, was published in 1690. .

2 On the 18th of December 1752, the three per cents. brought the
highest price they have hitherto reached, namely, 106§ per cent. On
the 20th of September 1797, the day on which the failure of Lord
Malmesbury’s attempt to negotiate with the French republic transpired,
consols fell to 47§, being the lowest price at which they have ever been
sold.
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convenience was found to result from the limitation of interest
to 5 per cent.

It is necessary, however, to observe, that this remark applies
exclusively to the loans negotiated by individuals who could
offer unexceptionable security; for, since the act of 1714,
persons engaged in employments of more than ordinary hazard,
or whose character for prudence and punctuality did not stand
high, or who could only offer inferior security, were unable to
borrow at 5 per cent.; and were consequently compelled to
resort to a variety of schemes for defeating or evading the
enactments in the statute. The most common device was
the sale of an annuity. Thus, supposing an individual whose
personal credit was indifferent, and who had only the liferent
of an estate to give in security, wished to borrow, he sold an
annuity to the lender sufficient to pay the interest stipulated
for, which, because of the risks and odium attending such
transactions, was always higher than the market rate, and
also to pay the premium necessary to insure payment of the
principal at the death of the borrower. It is curious to
observe, that though the sale of an irredeemable life annuity,
at a rate exceeding legal interest, was not reckoned fraudulent
or usurious, - yet, so late as 1743, Lord Hardwicke held that,
in their less exceptionable form, or when they were redeemable,
their sale could be looked upon in no other light than as an
evasion of the statute of usury, and a loan of money.! But
the extreme inexpediency of this distinction soon became
obvious, and the law was changed. The great extension
of the traffic in annuities, and the advantage of giving as
much publicity as possible to such transactions, led to various
inquiries and regulations respecting them in the early part
of the reign of George III. In consequence, the sale of
irredeemable annuities became nearly unknown; and it was
ruled, that the sale of a redeemable annuity could not be
impeached, though it appeared on the face of the deeds that
the lender had secured the principal by effecting an assurance
of the borrower’s life.

1 « Considerations on the Rate of Interest," by E. B, Sugden, Esq.—
Pamphleteer, vol. viii. p. 278.
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During the greater part of the late war, the usury laws
operated to the prejudice of all classes of borrowers. The
great extent and high interest of the public loans, the
facility of selling out of the funds, the regularity with which
the dividends were paid, and the temptations to speculation
arising from the fluctuations in the price of funded pro-
perty, diverted so large a portion of the floating capital of
the country into the coffers of the treasury, that it was
next to impossible for private individuals to borrow at the
legal rate of interest, except from the trustees of public com-
panies, or through the influence of circumstances of a very
peculiar nature. The proprietors of unencumbered frechold
estates, of which they had the absolute disposal, were almost
universally obliged to resort to those destructive expedients
which had formerly been the resource only of spendthrifts
and persons in desperate circumstances. Annuities were not
unfrequently granted for several lives, at the rate of 12, 14,
15, and even 20 per cent., exclusive of the premium of insur-
ance on the lives of the persons named in the grant of the
annuities. Mr Onslow, in a speech on the usury laws, 23d
May 1816, said that he knew a gentleman, possessed of a
very large estate in fee-simple, who had been compelled to
grant an annuity for four lives (and the survivor of them),
named by the grantee, for eight years’ purchase. -

The evidence annexed to the ¢ Report of the Committee of
the House of Commons, in 1818, on the Usury Laws,” sets
their impolicy and pernicious influence in a clear light. Mr
Sugden, now Lord St Leonards, stated, that when the market
rate of interest was above the legal rate, the landed proprietor
was compelled to resort to some shift to evade the usury
laws. He had ¢ known annuities granted for three lives,
at 10 per cent., upon fee-simple estates, unencumbered, and
of great annual value, in a register county. He had also
known-annuities granted for jfour lives; and more would
have been added, but for the danger of equity setting aside
the transaction on account of the inadequacy of the con-
sideration. Latterly, many annuities were granted for a term
of years certain, not depending upon lives.” On being asked
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whether, ;were there no.laws limiting the rate of--interest,
better terms could or conld not have been obtained, he an-
swered, “I am decidedly of opinion that better terms could
have been obtained ; for there is a stigma which attaches to
men who lend money upon annuities, that drives all respect-
able men out of the market. Some leading men did latterly
embark in such transactions, but I never knew a man of
reputation in my own profession lend money in such a manner,
although we have the best means of ascertaining the safest
securities, and of obtaining the best terms.”

“The laws against usury,” said Mr Holland, of the house
of Messrs Baring Brothers and Company, “drive men in
distress, or in want of money, to much-more disastrous modes
of raising it than they would adopt if no usury laws existed.
The man in trade, in want of money for an unexpected de-
mand, or disappointed in his returns, must fulfil his engage-
ments, or forfeit his credit. He might have borrowed money
at 6 per cent., but the law allows no one to lend it to himj
and he must sell some of the commodity he holds, at a reduced
price, in order to meet his engagements. For example, he
holds sugar which is worth 80s.; but he is compelled to sell
it immediately for 70s. to the man who will give him cash for
it, and thus actually borrows money at 124 per cent., which,
had the law allowed him, he might have borrowed from a
moncy dealer at 6 per cent. It is known to every merchant
that cases of this kind are common occurrences in every com-
mercial town, and more especially in the metropolis. A man
in distress for money pays more interest, owing to the usury
laws, than he would if no such laws existed ; because now he
is obliged to go to some of the disreputable money lenders to
borrow, as he knows the respectable money lender will not
break the laws of his country. The disreputable money
lender knows that he has the ordinary risk of his debtor to
incur in lending his money, and he has further to encounter
the penalty of the law, for both of which risks the borrower
must pay. If no usury laws existed, in common cases, and
where a person is respectable, he might obtain a loan from the
respectable money lender, who-would then only have to cal-
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culate his ordinary risk, and the compensation for the use of
his money.” :

The committee admitted the force of this evidence by agree-
ing to the following resolutions :—* 1st, That it is the opinion
of this committee, that the laws regulating or restraining the
rate of interest have been extensively evaded, and have failed
of the effect of imposing a maximum on such rate; and that,
of late years, from the constant excess of the market rate
of interest above the rate limited by law, they have added
to the expense incurred by borrowers on real security, and
that such borrowers have been compelled to resort to the
mode of granting annuities on lives; a mode which has been
made a cover for obtaining a higher rate of interest than the
rate limiled by law, and has farther subjected the borrowers
to enormous charges, or forced them to make very disadvan-
tageous sales of their estates. 2d, That it is the opinion of
this committee, that the construction of such laws, as appli-
cable to the transactions of commerce as at present carried on,
have been attended with much uncertainty as to the legality
of many transactions of frequent occurrence, and consequently
been productive of much embarrassment and litigation. 3d,
That it is the opinion of this committee, that the present
period, when the market rate of interest is below the legal
rate, affords an opportunity peculiarly favourable for the repeal
of the said laws.”

In spite, however, of the recommendation of the com-
mittee, and the cogent evidence on which it was founded,
the popular prejudice continued so ‘strong, that it was not
till 1839 that a statute was passed, the 2d and 3d Vict,
cap. 387, which exempted all bills of exchange and promis-
sory notes, not having more than twelve months to run, and
all contracts for sums above £10, from the operation of the
usury laws, -

It was supposed,’or at all events argued, that the repeal
of the usury laws would tempt such individuals as had money
to lend, to indulge in those mean and discreditable prac-
tices which characterise the lowest class of money dealers.
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But it was more reasonably contended, that in the event of
the rate of interest being left to be adjusted by the free com-
promise of the parties, there would be little employment for
inferior dealers. Except when the market rate of interest was
below the legal rate, the usury laws prevented all persons,
whose credit was not extremely good, from -obtaining loans
from capitalists of the highest character, and forced them to
have recourse to those who were less scrupulous. Supposing
the market rate of interest to be 6 or 7 per cent., an indivi-
dual in ordinarily good credit may, now that the usury laws
are abolished, easily obtain a loan at that rate. But when the
law declared that no more than 5 per cent. should be taken,
and, consequently, affixed a species of stigma to those lenders
who bargained for a higher rate, the rich and more respectable
capitalists being excluded from the market, borrowers were
obliged to resort to those of an inferior character, who, in
addition to the premium for the risk of entering into an illegal
transaction, received an indemnification for the odium which,
in such cases, always attaches to the lender. It is idle to at-
tempt to secure individuals against the risk of imposition in
pecuniary, more than in any other species of transactions.
And, although the object had been desirable, it could not be
obtained by such madequate means. The usury laws generated
the very mischief théy were intended to suppress. Instead
of diminishing, they multiplied usurious transactions, and ag-
gravated the evils they were designed to mitigate or remove.

Nothing can be more unreasonable than the clamour
against money lenders, because of their exacting a com-
paratively high rate of interest from prodigals and spend-
thrifts. This is the most proper and efficient check that
can be put upon extravagance. Supposing the security of a
prodigal and of an industrious man to be nearly equal, and
this is but seldom the case, the capitalist who lends to the
- latter, in preference to the former, confers a service on the
community. He prevents those funds which ought to be
employed in supporting useful labour, and in adding to the
public wealth, from being wasted in frivolous or pernicious
pursuits,
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But, perhaps, ‘it will be said, that this is mistaking the
object of the usury laws; that they were not intended to
force capitalists to lend to spendthrifts on the same terms
as to industrious persons, but to protect the prodigal and
unwary from the extortion of usurers, by declaring any stipu-
lation between them for more than a given rate of interest to
be null and void. But why all this solicitude about the least
valuable class of society ? Why fetter the circulation of
capital amongst those who would turn it to the best account,
lest any portion of it chance to fall into the hands of those
who would squander it away? If the prevention of . prodiga-
lity be of sufficient importance to justify the interference of
the legislature, prodigals should be put under an interdict;
for this is the only way in which it is possible to restrict
them. It is not by borrowing money at high interest,- but
by contracting debts to dealers, on whose charge there is no
check, that spendthrifts run through their fortunes. -Ben-
tham has justly observed, that so long as a man is looked upon
as one who will pay, he can much more easily get the goods
he wants than the money to buy them with, though he
were content to give for it twice or three times the ordinary
rate of interest. How contradictory, then, to permit prodigals
to borrow (for it is really borrowing) the largest supplies of
food, clothes, &c., at 20, 30, or even 100 per cent. interest, at
the same time that we prohibit them, and every one else, from
borrowing money at more than 5 per cent.? Instead of being
of any service, this restriction was evidently injurious to the
prodigal. It narrowed his choice, and drove him to a market
where no disgrace is attached to the exaction of the most exor-
bitant interest, and where he could scarcely escape being
ruined.

The outery which is sometimes raised against capitalists for
taking advantage of the necessities of industrious individuals,
is seldom much better founded than that which is raised
against them for taking advantage of the prodigal or simple.
Parties borrow according to their character for sobriety and
punctuality in meeting their engagements, and according to
the presumed state of their affairs at the time. To say that
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a'capitalist takes advantage of the necessities of individuals,
is, in most cases, equivalent to saying that he refuses to lend
to persons in suspicious or necessitous circumstances, on the
same terms he would do were they in good credit, or were
there no doubt of their solvency. And were he to act other-
wise, he would be considered unfit to be entrusted with the
management of his affairs.

But, as already seen, whatever may be the extortion of
lenders, the usury laws did not check it. On the contrary,
they compelled the borrowers to pay, over and above the
common rate of interest, a premium to indemnify the lenders
for the risks incurred in breaking them. They attempted
to remedy what was not an evil, and what, consequently,
should not be interfered with; and in doing this they neces-
sarily created a real grievance. An act of parliament to
compel the underwriters to insure a gunpowder magazine and
a salt warehouse on the same terms would not be a very
wise statute. Yet it would not be more absurd than to
enact that the same rate of interest should be charged on
capital lent on widely different securities. It is in vain,
therefore,” to use the words of Locke, “to go about effectu-
ally to reduce the price of interest by a law ; and you may as
rationally hope to set a fixed rate upon the hire of houses-or
ghips, as of money. “He that wants a vessel, rather than lose
his market, will not stick to have it at the market rate, and
find means to do it with security to the owner, though the
rate were limited by-law; and he that wants money, rather
than lose his voyage or his trade, will pay the natural interest
for it, and submit to such ways of conveyance, as shall keep
the lender out of reach of the law.”?

The case of Holland furnishes a striking proof of the cor-
rectness of the theory we have been endeavouring to establish.
The rate of interest has been, for a very long period, lower
in Holland than in any other country of Europe; and yet
it is.the only country in which usury laws have been alto-

1 ¢ Considerations of the Lowering of Interest and Raising the Value
of Money, 1691."— Works, ii. 7. 4to, 1777.
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gether unknown, where capitalists are allowed to demand,
and borrowers to pay, any rate of interest.! . Notwithstand-
ing all the violent changes of the government, and the ex-
traordinary disturbance of her financial concerns since 1790,
the rate of interest, in Holland, has continued comparatively-
steady. During the whole of that period, persons who could
offer unexceptionable security have been able to borrow at
from 2 to 5% per cent.; nor has the average rate of interest
charged on capital, advanced on the worst species of security,
ever exceeded 6 or 7 per cent., except when the government.
was negotiating a forced loan. But, in this country, where
the law .declared that no more than 5 per cent. should be
taken, the rate of interest for money advanced on the best
landed security varied, in the same period, from 5 to 16 or
17 per cent., or above five times as much as in Holland.

In France the usury laws_were abolished at the Revolu-
tion; and it is stated that their abolition was not attended
by any rise of interest.” According to the Code Napoleon,
only 6 per cent. is allowed to be charged on commercial

.Joans, and 5 per cent, on those made on the security of
real property. There is, however, no difficulty in evading
the law. This is usually done by giving a bonus before
completing the transaction, or, which is the same thing, by
framing the obligation for the debt for a larger sum than is
really advanced by the lender. None of the parties particu-
larly interested can be called to swear to the fact of such
bonus being given ; so that the transaction is unimpeachable,
unless a third party, privy to the settlement of the affair, be
produced as a witness.

In Hamburg, the rate of interest is quite unrestricted; or,
if there be a written law restraining it, it has become obsolete.
The rate, therefore, varies according to circumstances. Occa-~

1 Strictly speaking, this applies only to the state of Holland previously
to the Revolution in 1795. The enactments of the Code Napoleon were
subsequently introduced ; but it appears, from the Report of the Parlia-
mentary Committee on the Usury Laws, that they have not been acted
upon.

2 Storch, “ Economie Politique,” tome iii. p. 187.
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sionally it has been at 7, 8, and even 10 per cent.; and, in
1799, a period of great mercantile embarrassment and inse-
curity, it was as high as 14 per cent. Generally, however, the
rate of discount on good bills does not exceed 3 or 4 per cent.k

In Russia, the legal rate of interest is 6 per cent. Bat as
Russia is a country capable of much improvement, and where
there are very great facilities for the advantageous employ-
ment of capital, the market rate of interest is invariably
higher than the statute rate, and the law is as constantly as
it is easily evaded.?

In the United States, the legal rate of interest varies in the
different States of the Union. In Alabama and Texas it is
8 per cent.; in New York, South Carolina, Georgia, Michi-
gan, and Wisconsin, 7 per cent.; in Louisiania, 5 per cent. ;
and in all the other States, 6 per cent. The penalties for taking a
higher rate than that allowed by law, varyin the different States,
being much less in some than in others. We are not aware
whether any legal rate of interest has been established in
California ; but, as already seen, the interest charged on bills
in San Francisco has varied in the course of the present year
(1852) from 2 to 3 per cent. per month.

The previous statements apply only to the cases of interest
arising out of loans made by one party to another. But there
are cases in which interest may become due without being
stipulated for, by unnecessary or unjustifiable delays in the
payment of debts, or by trustees, agents, or other parties
coming into possession of property belonging to others, etc.,
and in these it is necessary, to obviate litigation, that the in-
terest to be charged should be fixed by law. This legal rate
had better be somewhat below the ordinary market rate, and
may be adjusted from time to time as circumstances may re-
quire. But, except in cases of this sort, there is no more
reason for interfering to regulate the rate of interest, than
there is for interfering to regulate premiums of insurance, or
the prices of commodities.

1 Report on Usury Laws, p. 46. 2Ibid. and Storch, tome iii. p. 207.






A TREATISE

LETTING AND OCCUPANCY OF LAND.

LN

Few things exercise so powerful an influence over the pros-
perity of: agricultural countries as the nature of the contract
entered into between the proprietors of estates and those to
whom they let or assign them to be cultivated. Much of the
superiority of English agriculture over that of France, and
- other Continental states, may be ascribed to the different cus-
toms which have been followed in this country with respect to
the letting of land. And yet the tenure under which farms
are held in a very large portion of the kingdom, might be
materially improved. ~Nor do we well see how we can better
fill up a few pages, than by briefly examining the conditions
under which tenants may hold land, with the greatest advan-
tage to themselves, the landlords, and the public.

‘When admitted to farms, tenants may hold at will, or from
year to year, or under leases or other engagements, written
or understood, for specified or indefinite terms. Of these
methods, the superiority of the plan of letting lands, for
specified rents, and a specified term of years, appears so very
. obvious, that it may be thought surprising it should ever have
been disputed. Whatever their skill, or the amount of their
means, agriculture will in great measure depend on the cogency
_of the motives which impel the cultivators to put forth their
energies. And it is sufficiently evident that these will be
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greatly strengthened by securing tenants in the possession of
their farms for reasonable periods; that is, for such periods
as may enable them to adopt the processes, and to reap the
profit of the outlays, required in good husbandry.

Where tenants have no such security,”and may, as is at
present the case in many parts of England, be turned out of
their farms at any time, on receiving six months’ notice,
without having any just ground for saying that they have
been harshly or unjustly treated, it cannot be expected that
they should undertake improvements. = The hazard would
be too great. They plough and sow according to the usual
practice of the district; but they do nothing more. If they
make any advances, they are such only as promise an almost
immediate return. Those, how essential and advantageous
soever, that require a few years before their cost is compen-
sated, are never once thought of. It is almost needless to add,
that agriculture, carried on by such tenants, makes no pro-
gress. They seldom have any idea of a better system; and,
though they had, the tenure under which they hold would
prevent its mtroductlon.

No doubt, however, the term ¢ tenants-at-mll” is often
most improperly applied. In a large portion of England,
probably in two-thirds or three-fourths of the kingdom, the
tenants are without leases. But it would be an abuse of the
phrase to call the greater portion of them tenants-at-will.
Owing to the customs in regard to occupancy in particular
districts, to the practice followed on estates, and to the con-
fidence placed in the character and promises of landlords,
vast numbers of these tenants have no idea that they will
be capriciously ejected, or that their rents will be improperly
raised in the event of their undertaking any considerable
improvements. This sort of tenure is extremely popular in
England ; and exists in various districts where agriculture is in
a veryadvanced state,and where large sums have been expended
by the tenants. But, notwithstanding its popularity, it is in
many respects less advantageous than a tenure under leases
of a reasonable length. There are, it is true, but few instances
in which English gentlemen have degraded themselves by
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taking -an unfair advantage of their tenants! But estates
sometimes pass, by inheritance, from one line of proprietors
to another with different views ; arid sometimes they are sold
to those who may wish to subject them to an entirely new
system. And, taking these and other contingencies into ac-
count, it cannot rationally be expected that the tenants will,
speaking generally, be so liberal in their outlays upon im-
provements, as they would be if their possession were secured
against all hazards for a certain number of years.

The interests of the public and of the landlords, as well as
those of the tenants, are deeply involved in this question. It
is needless, surely, to lay it down, that it is for the advantage
of all parties that tenants should be industrious and enter-
prising. And no landlord who has a just sense of what he
owes to himself and to society, will permit his estate to be
occupied by slothful or inexpert tenants. But it is the vice of
the system established in most parts of England, that it makes
it very difficult for a landlord to get rid of such occupiers. He
way be fully satisfied of their incompetency, but the rule of
the estate has been to continue the old tenants; and were he
to break through this rule, and to dismiss indifferent or bad
tenants to introduce others of a superior class, he would -be
accused of acting harshly and unjustly ; and would provoke a
clamour and outcry, to which most gentlemen have the greatest
dislike. And hence a main cause of the slovenly cultivation,
and want of enterprise exhibited by the tenants of many
estates and districts in England. But wherever leases are
introduced, the connection between the landlords and tenants
is limited to their endurance; and at their termination a
landlord has it in his power, without provoking any remark or
observation, to get rid of any incapable, troublesome, or un-
skilful tenant.

The difficulties which the prevalent English tenures throw
in the way of those who may wish to get rid of questionable
tenants, is not, however, their only disadvantage. It will be

I Such instances do, however, occasionally occur; and were they not
sufficiently well known, some very gross and not very distant ones might
be specified.
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afterwards seen that the too low renting of land is, equally
with its over-renting, an obstruction to improvement. And,
despite the statements to the contrary, there is no doubt that,
at this moment, a large portion of England is under-rented,
the tenants being, in consequence, uninfluenced by one of the
.most powerful spurs to exertion. The same reasons which
make so many landlords retain bad or indifferent tenants,
hinder them from raising the rental of their estates to its
proper level. They would be accused of treating their occu-
piers unjustly, of robbing them of the return due for outlays,
and so forth. The plan of letting on leases for.fixed periods
gets rid of all these difficulties. The competition of the public
raises rents to their fair value ; and the occupiers must either
exert themselves or go to the wall,

These results constitute a principal advantage of leases,
In districts where they prevail, and where they are for proper
terms, and embody the necessary conditions, there is univer-
sally a more efficient and improved system- of husbandry than
in districts where the tenants are rarely if ever changed.' Such
leases are eminently calculated to draw forth talent and enter-
prise ; whereas under the favourite English tenure.these are
less in request, and those tenants who do not fall behind
their neighbours are treated nearly as well as those who go
forward.

The only plausible objection to the granting of leases for a
specified number of years, takes for granted that the contract
is really binding on the landlord only. When a farm is too
low rented, the tenant, it is said, continues to enjoy this

1 See, for a striking illustration of the mischievous effects of this
system, Mr Caird’s ¢ Account of the Duke of Cleveland’s Estate in
Durham.” 1t is, and always has been, very low rented. The tenants
are very rarely displaced ; and some of them have held their farms, in a

regular series from father to son, since the reign of Elizabeth. And yet,
as might have been anticipated, the agriculture of the estate has been
neglected, the tenants have not made money, and its too beneficent pro-
prietor is complained of because he does not reduce the present inadequate
rental.—Caird’s « English Agriculture,” p. 349,
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advantage during the lease; whereas, if it be too high rented,
it is next to certain that the landlord will have to reduce the
rent to what it is really worth. A transaction of this kind
throws, it is contended, all the risk on the landlord, and gives
all the advantage to the tenant ; so that the only fair plan is
to let from year to year, or at most for brief periods. But,
though specious, this reasoning has no good foundation. The
rents of farms held under leases, are, in the vast majority of
cases, quite up to the mark, or beyond it, at their commence-
ment. It may, however, happen that, after a few years of
the lease have expired, a farm would let for more than the
rent actually paid for it. If the rent be rated in money, it
will of course be affected by changes in its value; and if it
should decline, the rent will also decline. But when the rent
consists of a fixed quantity of produce, convertible into money
at the current prices of the day, it may reasonably be pre-
sumed, in the event of the farm becoming worth a higher
rent, that this is a consequence of improvements effected by
the tenant, which he would not have undertaken without the
security afforded by the lease. And, unless this reasonable
presumption be shown to be ill-founded, it follows, that in
granting the lease the landlord made no sacrifice, but the
contrary. He got all the rent which the farm was worth
when let, while the security given by the lease, having stimu-
lated the tenant to make inprovements, the farm will bring a
higher rent at its termination than it would otherwise realize.

It is, therefore, no more than equitable, that the extra profit
derived from farms, lield under leases of moderate duration,
should belong to the tenants; for, if not in every case, it is
certainly in.the great majority of cases, the fruit of their
industry, or skill, or capital. And though it be seldom prac-
ticable, or if practicable expedient, for landlords to compel
tenants to pay the stipulated rent for farms, when it materi-
ally exceeds their real worth, there are no substantial reasons
for impeaching the cohtract of lease, because of its being
unfair. The inadequacy of a corn rent, convertible at the
prices of the day, is in 99 out of every 100 cases, apparent
only, it being occasioned by improvements effected by the
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tenant. Had there been no lease, or engagement equivalent
thereto, these would not have been attempted, and the rent
would not have appeared inadequate. All, therefore, that can
justly be said in regard to the alleged want of reciprocity in
leases, amounts to this, that if, through accident or sim-
. plicity, a landlord let a farm for less than it is worth at
the time when the lease is effected, he will be unable to get
the rent raised during its currency ; while, if a tenant, from
too great anxiety to get a'farm, or exaggerated notions of its
value, should promise more for it than it is really worth, it
will, in general, be impracticable and unadvisable to hold him
to his bargain. An inequality of this sort is really, however,
entitled to but little attention. A tenant who has offered too
high a rent for a farm, sustains, in most cases, a very serious
injury before he gets it reduced, supposing, which is not always
the case, that he succeeds in that object.” But in the very
rare case of a farm being let below its value, it is all but
certain that the additional rent which might have been
obtained for it is of trifling consequence to the landlord. The
risks of parties so differently situated cannot be equalised. In
truth, they are all, or mostly all, borne by the tenants; and it
would hardly, in these circumstances, be equitable, even if it
were otherwise desirable, for landlords to seek to compel them
to abide by the letter of their engagements, and to go on pay-~
ing greater rents than their farms are really worth. But it
has been sufficiently shown, that while such conduct can
hardly fail of being ruinous to the tenants, it is also highly
injurious to the landlords. The latter had better borrow on
the-most usurious terms than attempt to eke out their incomes
by sums abstracted from the capital of those engaged in the
cultivation of their estates.

It is obvious, therefore, that leases for reasonable terms, and
stipulating for fair rents, are beneficial alike to landlords and
tenants. They give a sense of security to the latter, and in-
spire them with energy and enterprise. And while~the im-
provements effected under their influence conduce, during
their currency, to the advantage of the occupiers, they add

“to the permanent value of estates, and to their futurc rental
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In- almost- every case,-too, the granting of leases is immedi-
ately;-as well as remotely, advantageous to the landlord.
There is hardly an instance in which a farm will let for so
much under an annual tenure as for a short lease, and under
the latter the rent will be less than it would be were the
lease extended to a reasonable term of years: Hence, in
granting such lease, a landlord is not sacrificing present
for- the sake of prospective advanfages; on the contrary,
he is providing most effectually, not only for the future,
but, in a still greater degree, for the instant increase of his
income,

Length of Leases.—The expediency of granting leases being
thus sufficiently established, their proper duration is the next
point to be considered. This, however, is not a term which can
be fixed by general rules. Pasture lands in ‘good order may
be advantageously let from year to year, or for short terms;
and arable farms in a high state of cultivation and improvement,
may be let for shorter periods than farms in an inferior condi-
tion. But, on the whole, it would seem to be the opinion of
the most eminent authorities, that a term of nineteen or twenty-
one years is, all things considered, the most proper for leases
of arable farms in a medium condition. It is not, on the one
hand, so extended as to tempt the tenant to delay commenc-
ing improvements, while, on the other, it is sufficiently
lengthened to encourage him to make every fair exertion and
outlay. And it has experience on its side, being the term most
usually adopted in the best cultivated districts.

Supposing leases to be restricted to limited periods, such
as seven or fourteen years, both of which are common terms
in England, it is argued that it is possible, by the aid of
proper conditions, not merely to hinder farms from being
deteriorated, but to secure their improvement ; and that such
being the case, short leases must be advantageous to the land-
lords. But it is abundantly clear, that those who argue in
this way, know little or nothing of the practical business of
farming. It is, indeed, very generally allowed, that the short-
ness of the periods for which leases are usually granted in
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England, is one of the principal causes of their general un-
popularity. It is needless to refer to those for seven years;
for even fourteen years is too short a term to make it prudent
for a tenant to make any very considerable outlays on un-
improved or exhausted lands, or to subject them to proper
rotations. Conditions may be inserted in the shortest leases
* to hinder farms from being over-cropped and otherwise mis-
managed, and should never, indeed, be omitted. But it is
visionary to suppose that any rules or regulations which it
is possible to lay down, unless their observance be combined
with the interest of the occupier, can be rendered an effective
source of improvement. The most vexatious system of sur-
veillance would not insure the faithful discharge of covenants
unless the tenant supposed they contributed in some degree
to his advantage. He might be taken bound to manure and
fallow a certain portion of the farm, and to have another por-
tion in green crop, etc., but if the lease were so short as not
to allow him to reap the full benefit of these operations when
properly executed, they would be performed slovenly and in-
efficiently, and with an eye only to appearances, or to the
advantage to be derived fromn them during the existence of the
lease. Everybody knows that the worst husbandry in Eng-
land is found on farms held under short leases ; and they are
most frequently, also, at their expiration, out of heart, and in
an impoverished condition.

It has sometimes been supposed that farming may be pro-
fitably carried on by subjecting land in a high state of
improveinent, to -a severe course of cropping. But all com-
petent authorities deny that such is the case ; and contend that
those farmers succeed best, who retain their lands in an im-
proved state, and do not attempt to increase the returns
of* one year at the expense of those which are to follow. To
insure this regular and only advantageous system of manage-
ment, it is indispensable that leases should be of a reasonable
- Tength, and that the conditions preventing over-cropping and
exhaustion, should be strictly enforced. But beyond this, all
interference on the part of the landlord is mischievous. The
industry and enterprise of the tenant will, under such circum-
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stances, do all--that can be done for the advancement of
agriculture.

The endurance of a lease should not be made to depend
on lives, or on any uncertain or contingent event, but should
always be for a specified number of years, When otherwise,
the security of the tenant is imperfect ; and his operations are
affected, in a greater or less degree, by apprehensions similar
to those which influence tenants-at-will. Under a lease for
a fixed term, the occupier knows what he is about. And
by comparing the time which must elapse before any proposed
outlay be compensated, with the length of the lease, he is able
to estimate whether it would be for hlS interest to make it.

The expediency of granting leases for fixed and reasonable
periods being thus established, we have next to inquire into
the various methods of rating and estimating rents.

These may be classed under the following heads, viz., first,
the rent may be paid in money ; second, in a certain propor-
tion of the produce; third, in a given quantity of produce—
the amount in the last two cases being payable either in kind
or in money at the current prices of the day ; or fourth, on
the corvée principle, by which the tenant engages to perform
certain services for behoof of the landlord.

L
1. Money Rents.

With respect to the first of these methods, or the payment
of fixed sums of money, it would be one of the least excep-
tlonable, were money always of the same value. This, how-
ever, is not the case; and all variations in its value neces-
sarily affect, to the same extent, the value of the fixed pay-
ments to be made in it. Supposing the rent of afarm to be
£100 a year, a rise in the value of money to the extent, say
of 10 or 15 per cent., would occasion a corresponding rise in
its-amount; for, though the number of pounds sterling, to
be paid as rent, continues the same, the value or cost of these
pounds is increased. The converse of this takes place when
money falls in value. In this case the rent is proportionally
reduced, the tenant being benefited at the expense of the
landlord, whereas, in the other, the landlord is benefited at
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the expense of the tenant. At present these considerations
are entitled to more than ordinary weight; for we are now,
most probably, on the eve of a very considerable alteration
in the value of the precious metals. In -leases for short
periods, or for three, five, or even seven years,-it may not,
- perhaps, be worth while to lay much stress on any change
in the value of bullion which may be likely to take place in
the interval. But in leases for nineteen or twenty-one years,
or any greater period, it would be most unwise, under existing
circumstances, to stipulate for money rents without providing
some.means of correcting any variation that may take place,
during their currency, in the real value of money.

The discovery of the American mines, in the early part of
the sixteenth century, sunk the value of the precious metals
(and, consequently, of all-payments that were fixed and rated
in money), in the seventeenth century, to about a fourth part
of their value at the former epoch. Many suppose that a
similar reduction, in the value of these metals, has already -
commenced. But it is useless to form any & priori conjec-
tures in regard to the ultimate influence of the late extraor-
dinary discoveries of gold in California and Australia. Much
must depend, not only on the permanence of the new supplies,
but also on the progress of civilisation, and the demand for
bullion. There is, however, quite enough in the existing state
of things to put all prudent parties on their guard, and to
make them provide, whether in the letting of farms for con-
siderable periods,.or in the purchase of perpetual annuities, or
of those terminable at distant dates, against the loss which
they may otherwise sustain from a fall in the value of money.
In so far as respects rents, this desirable object may be easily
effected, as will -be aﬁerwards seen, by ratmg them in fixed
quantities of produce. .

Besides the fluctuations incident to the value of the precious
metals, money rents may be affected by changes in the weight
and purity of coins, and in the value of such paper money
as is made legal tender. Our experience, as well as that
of most other countries, has shown that these are not mere
speculative contingencies. The heavy depreciation of paper



LETTING AND OCCUPANCY OF LAND, 175

money between 1808 and 1815, occasioned a corresponding
diminution in the rent of the farms let previously to 1808;
while, on ‘the other hand, the rise which took place in the
value of paper in 1815, and subsequently, added proportion-
ally to the rents of the farms which had been let during the
depreclatlon

It is not, perhaps, very likely that we shall witness a re-
petition of changes in the value of paper money similar to
those experienced between the Restriction Act in 1797 and
the restoration of specie payments in 1821. But there is no
real security that such may not be the case; and as these
changes, when they do occur, are injurious to the landlord or
tenant, or both, it is for the interest of all parties to provide,
in as far as possible, against their recurrence.

2. Proportional Rents.

We come now to the second mode of fixing rent, or that
which makes it a certain proportion of the produce. On a
superficial view, this mode may, perhaps, seem one of the
least objectionable, as it guards, in some measure, against
the disturbing effects of variations in the seasons; for, sup-
posing that the landlord receives as rent a fourth part of
the produce, which amounts, in a good year, to 100 quarters
and in a bad year to only 80, it is plain that 25 quarters in
the former case are no greater, or are rather indeed a less,
burden than 20 in the latter. It is contended, also, that a
proportional rent cannot operate as any material check on the
outlay on improvements. The tenant knows beforehand what
proportion of the probable produce, arising from an improve-
ment, will go to the landlord. Hence, he has only to con-
sider whether it will yield, over and above this deduction, the
ordinary rate of profit, and replace his capital during the cur-
rency of the lease. If it will do this, the fair presumption,
we are told, is, that the fenant wxll immediately set about
carrying it into effect.

But, notwithstanding what is now stated, this mode of
fixing the rent of land, is probably the worst that can be
devised, and it is difficult to suppose that the agriculture of
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any country in which it is adopted, can be in a really thriving
condition.  Practically speaking, tenants never make any
considerable improvement, unless they are allowed to reap
the whole advantage thence arising. . It is in vain to contend
that, as they know what proportion of the increased produce
~ will go to the landlord, if the remainder be a due return on

their capital, it will be for:their interest to lay it out. Not
one tenant amongst 100 would so act. There are always
very considerable hazards to be run by improvers, and if to
these were added the obligation to pay a half, a third, or a
fourth part of the gross produce of improvements as rent,
either none would ever be attempted by tenants, or none
which required any considerable outlay, or ‘where the pros-
pect of a return was not very immediate. You cannot have
a flourishing and improved system of agriculture, without
securing the undisturbed possession of their farms to the
tenants by leases of a reasonable length, and allowing them
to reap, during their currency, the entire benefit of whatever
improvements they may execute. If landlords encroach on -
. either of these principles, or insist on immediately partici-
pating in the advantages of improvements effected by their
tenants, they will certainly prevent their being undertaken.
The influence of tithe in discouraging outlays, when it is
commuted for a fixed money rent, is hardly perceptible; but,
wherever it is exacted in kind, or fluctuates with the produce,
it is equally powerful and prejudicial. Now, if such be the
undoubted effect of a tax of a tenth, how prodigiously would
its operation be increased were it three, four, or five times
that amount, and rigidly exacted? And it is plain, that if
rents were fluctuating quantities, forming a certain propor-
tion, as a fourth, a third, or a half of the produce of farms,
they would be, to all intents and purposes, identical in their
operation on farmers and on agriculture with a tax'of 25, 333,
or 50 per cent. Had such a mode of fixing the rent of land
been generally adopted in Great Britain, it may be doubted
whether agriculture would have been, at this moment, more
improved than in the reign of James L or Charles I.

Besides the influence of this method of letting in checking
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improvement and reducing agriculture to a mere system of
routine; it is almost sure to lead to perjury and fraud. Rents
which depend on proportions of produce, necessarily vary from
year to year with the variations in the latter; and unless the
landlord or his agent look very carefully after the proceed-
ings of his tenants, he is sure to be cheated. Indeed it is
hardly possible for him, do what he will, to obviate fraud.
The tendency of this system is thus, in fact, twofold : first, to ex-
tinguish every germ of agricultural improvement ; and, second,
to imbue the agriculturists with some of the worst vices ; leading
them to found their hopes of advancement not so much on the
exercise of their industry, as on their schemes to defraud the
landlords. R

But it is not necessary that we should argue this question
speculatively. The practice of letting lands by proportional
rents has been very widely introduced; and wherever it has
been adopted, it has stopped all improvement and reduced
the cultivators to the most abject poverty. Previously to the
Revolution, about seven-eighths of the whole surface of France
were occupied by metayers, that is, by a description of tenants
paying a certain proportion, generally a half, and hardly ever
less than a third part, of .the produce to the landlord ; the
latter sometimes furnishing the oxen and other cattle used in
farming, and a portion of the seed, and sometimes not. Even
if we were unacquainted with the facts of the case, we might
confidently pronounce, & priori, that such a system must have
been ruinous. In England, it is not supposed that the rent of
the land amounts to more than from a fifth to a fourth part of
its produce. What, then, must be the effect of subjecting the
occupiers of France, where rent is naturally lower than in Eng-
land, to so excessive -a demand as that of a half, or even a
third part of the produce ? Can any one be surprised to learn
that French agriculture, at the zra of the Revolution, was in the
most backward condition, and the tenants immersed in poverty
and misery ? Nor is this system less injurious to the proprietor
than to the cultivator. The landlord gets, indeed, a large
proportion of the produce raised upon his estate ; but owing
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to the degraded condition of agriculture, and the wretchedness
of the occupiers, caused by the exorbitancy of the demands
upon them, the produce raised is comparatively trifling; so
that the half which belongs to the landlord under this system
is not nearly so large as the share falling to him would be
were the rents moderate and fixed, and the tenants allowed to
reap all the advantage of whatever skill and talent they might
exert. The tenants having little or no interest in the proper
treatment of the stock furnished by the landlords, the latter
are perpetually losing by its mismanagement or destruction.
“In this most detestable of all modes of letting land,” says
Arthur Young, whose Travels in France and Lombardy con-
tain a vast deal of information on this subject, ¢ after. running
the hazard of such losses, fatal in many instances, the de-
frauded landlord receives a contemptible rent ; the farmer is
in the lowest state of poverty; the land is miserably culti-
vated ; and the nation suffers as severely as the farmers them-
selves.” 'Where the stock is wholly furnished by the tenants,
they are not, of course, so poor; but even in this case their
.condition is worse than that of day-labourers in England.
Agriculture is at the lowest ebb, and no improvement is either
attempted, or so much as thought of. ‘

The Revolution changed many occupiers of land into pro-
prietors, and lessened in so far the evils of the metayer system.
Still, however, it is upheld, in its pristine vigour, in more than
the half of France ; and wherever it exists, the state of agricul-
ture, and the condition of the occupiers, are quite as wretched
as at the period described by Arthur Young.

In proof of this statement, we beg to subjoin the following
passage from a valuable article on French agriculture, in the
“ Revue Trimestrielle” for April 1828.

% Where the proprietors do not cultivate their own estates,
nothing has so much influence on their cultivation as the mode
in which they are let. In France that mode is in general
detestable. 'With the exception of Flanders, and of a very
small number of provinces where the system of cultivation by
rotation of crops has been long adopted, the duration of leases
is far too short to enable the farmer to indemnify himself for
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the outlay which the introduction of a new system of cultiva-
tion would require, and to derive any profit from it. Indeed,
in a very large part of the kingdom, in all the central pro-
vinces, farmers are hardly known. The land is cultivated by
unfortunate metayers, who engage to occupy it for a period of
three years, and to perform the various operations required in
its husbandry, paying half the produce to the proprietor as
rent. The metayer furnishes his labour, his ignorance, and
his good appetite; the proprietor supplying an exhausted soil,
the stock indispensable to its petty farming, the grain required
for the first sowing, and that which may be required for the
support of the metayer and his family until the first harvest.
The metayer works, sows, reaps, and feeds on the produce.
After he and his family are fed, the proprietor gets the re-
mainder. Sometimes a middleman, under the name of a
farmer, is interposed between the landlord and the metayer.
This third party is, for the most part, a cunning inhabitant of
the village, who agrees to pay the landlord a certain rent,
independent of variations of harvests, acquiring in return a
right to his share of the produce raised by the metayer. The
middleman takes no part in the labours of cultivation, but he
“attends at all the harvestings of the metayer; he follows him
to every market to get his half of the price of the produce.
His art consists in getting more than his half; as he knows
how to read and write, of which the other is most commonly
ignorant, he is able to confuse the metayer’s accounts, and
finally to plunder him. Under this master, who is constantly
present, the condition of the metayer is still more miserable.
The middleman, who has some capital, regularly pays the
rent to the proprietor ; he makes little speculations on the sale
of his produce, and sometimes becomes rich. This division is
very convenient for the proprietor, whom it releases from the
necessity of all surveillance, and to whom it affords some
security for the payment of his rent; but it is destructive of
agriculture, because it keeps the metayer in a state of extreme
indigence, who would cultivate less badly were he allowed to
make any profits or savings in abundant years; it hinders him
from ever rising to the condition of a petty farmer; it puts
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the reward due to labour into the pockets-of fraud. Not less,
perhaps, than a half of the whole kingdom of France is oc-
cupied by metayers; and the proprietors whose estates are so
let, are hardly able to introduce a different system ; for in the
provinces where this miserable mode of occupying land is
- general, those who have capital and skill, and who consequently
might cultivate land with advantage, become middlemen ; so
that the business of cultivation is entirely carried on by the
poorest and most ignorant persons. Agriculture is there
really the most abject and degraded of all employments.”
Such is the wretched state of French agriculture under the
metayer system. ¢ La France,” says the same writer, ¢ est
resté stationnaire dans presque tous les procédés de la culture.”
And so long as this mode of letting land, and the equal par-
tition of landed property amongst the children of proprietors
is continued, it were idle to expect that it should improve.
‘While these practices are permitted to subsist, France can
enjoy no real prosperity; for no agricultural country can be
prosperous, which is divided info small patches, occupied by
" a beggarly population, without either skill or capital; and
who, though they possessed both, have little motlve to exert
the one or employ the other. -

% The condition of the French metayers,” says a friend
to this system, ¢ is constantly the same; the son occupies
exactly the same place as his father; he never thinks of be-
coming richer, and cares not for political changes. 'We are
tempted to believe that we behold an Indian caste irrevocably
attached, through the influence of religion, to the same trade
and the same practices. In several provinces the metayers
form nine-tenths of the population; and having continued
stationary for four or five centuries, they are necessarily very
far behind the rest of the nation.”?

An evil so deeply rooted, and so interwoven with the cus-
toms and habits of society, cannot be either easily or speedily
eradicated. It may, however, be expected, that ultimately
the landlords will open their eyes to their own interest, and

1 Sismondi, Nouveaux Principes d'Economie Politique, tome i. p. 196,
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see the propriety of exerting themselves to introduce a better
system. To accomplish this desirable object, two things are
indispensable : first, The granting of leases of a reasonable
duration; and, second, The fixing of the rent in money, or
in given quantities of produce. So long as the present mode
of either granting no leases, or leases for only three years,
and exacting a half or a third part of the produce as rent,
is continued, it would be vain to expect that agriculture
should make the least progress, or that the occupiers should
ever rise above their present miserable level. The want of
capital would at first prevent the land from being let in con-
siderable portions, but as capital accumulated they might be
increased. Where no tenants possessed of capital could be
found, the landlords might do as they do at present, they
might advance the capital to the tenants. But in this case the
advance should not be made as a loan, but as a free gift. It
is contradictory to suppose that a farmer will ever take the
same care of capital belonging to another, that he will do of
his own; and though the plan now proposed would occasion
- an immediate apparent loss to the landlord, it would prove in
the end to be no loss, but an immense gain. It would give a
- stimulus to agriculture which it is not very likely to receive
by any other means; and the landlord would be the great
gainer by that improvement of his estate which the abolition
of the present system, and the introduction of a better one in
its stead, could not fail to occasion.

The metayer system is spread over most part of Italy, and
it is there very little, if at all, less injurious than in France.

¢ If the intelligence with respect to the produce of wheat,”
says Mr Young, speaking of Lombardy, ¢ which I received
be reviewed, it will be found at an average varying from five
to seven and a half times the seed, generally between five and
six : suppose the latter number, and we shall, with reason, be
amazed at the miserable products of this rich plain, in every-
thing except grass and silk. The average soil of England
cannot be compared with the average soil of Lombardy, yet
our mean produce is eleven times the seed, perhaps twelve.
Every one must be curious to know the causes of such wretched
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crops: I attribute them to various circumstances; -but the
predominant cause must be sought for in the small farms,
occupied either by little peasant proprietors, or, what is more
general, by metayers. This abominable system of letting
land is the origin of most of the evils found in agriculture,
wherever the method prevails. Such poor farmers, who, ih
every part of Italy where I have been, are so miserable that
they are forced to borrow of the landlord even the bread they
eat, before the harvest comes round, are utterly unable to
perform any operation of their culture with the vigour of a
substantial tenantry. This evil pervades everything in a
farm ; it diffuses itself, imperceptibly to a common eye, into
circumstances where none would seek it. There are but few
districts where lands are let to the occupying tenant at a
money rent, but wherever it is found, there crops are greater,
—a clear proof of the imbecility of the metaying system.
Yet there are politicians, if they deserve the name, everywhere
to be found, who are violent against changing these metayers
for farmers ; an apparent depopulation is said to take. place,
and the same stupid arguments are heard that we have. been
pestered with in England, against the union of farms. Men
reason against that improvement of their lands, which is the
natural progress of wealth and prosperity, and are so grossly
absurd as to think that doubling the produce of a country
will deprive it of its people.”?

Cicero has somewhere said, that there is no opinion so
absurd that it has not found a phxlosopher to support it; and
it need not have surprised Mr Young that the metayer system
has had its advocates. But what is more singular, they are
not yet extinct. Sismondi, in his work already quoted, does
not scruple to affirm that ¢ cultivation by metayers, or oc-
cupiers paying half the produce, is one of the happiest in-
ventions of the middle ages; that it contributes powerfully to
diffuse happiness amongst the lower classes, to carry the soil to
the highest pitch of cultivation, and to accumulate the greatest
amount of capital upon it.”? The reputation of Sismondi

¥ Young’s ¢ Travels in France,” etc., 2d edit. vol. ii. p. 216.
2 Tome i. p. 192-194.
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as an historian, must be our apology for noticing such state-
ments. To suppose that a system of occupancy which robs
the cultivator of almost all the fruits of superior industry and
ingenuity, can either contribute to the advancement of agri-
culture, or the accumulation of capital, is a proposition of
which it is needless to say more than that it contradicts and
confutes itself. And, in point of fact, we are told by the late
Italian economist, Gioja, in a review of Sismondi’s work, in
the Biblioteca Italiana, that wherever agriculture is in a
flourishing state in Italy, the land is occupied by tenants
holding under leases, and paying fixed rents. The same
economist published a treatise in 1803, entitled, ¢ Discussione
Economica sul Dipartimento d’Olona,” which, under the sway
of the French, comprised Milan and the surrounding terri-
tory. The account which he has given in this work of the
agriculture of the Milanese, is anything but flattering. Among
the causes which have depressed it, Gioja lays the greatest
stress on the too great division of the land, and, next to it, on
the metayer system. ¢ Industry,” says he, “ is in proportion
to the probable gain or loss; but when the metayer must give
half the produce to his landlord, he has only half the motive
to be industrious that he would have, and feels only half the
injury from being idle that he would do, were he paying a
fixed rent. ‘It is plain, therefore, that industry must suffer by
such a system; the object of the metayer is to cheat with
address, not to farm better.”! And he shows that this sys-
tem, by preventing the accumulation of capital, has been
one of the main causes that have led to that excessive sub-
division of the land which has taken place in some districts,
and which in Italy, as elsewhere, has had the worst conse-
quences.

But it is not necessary that we should resort to the works
of others for a refutation of Sismondi’s statements with respect
to the good effects of the metayer system. One of his earliest
works was a ¢ View of the Agriculture of Tuscany,”? in which
he depicted the abject poverty and idleness of the peasantry

! Discussione Economica sul Dipartimento d’Olona, p. 54.
? Tableau de I'Agriculture Toscane. Geneve, 1801.
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under this, his subsequently favourite system, in the most
striking terms. In the table of contents attached to this
volume, the following occur among other references :—¢ Misery
of the peasantry;” ¢ those who hold under leases, more eco-
nomical, and richer;” ¢ all the metayers in debt;” ¢ disad-
vantages of cultivation by metayers;” ¢ metayers unable to
execute their work at the proper time;” “ contract careless
and indolent habits,” etc. Speaking of the situation of the
metayers in a bad year, Sismondi states :—

% As they possess nothing, they would then llterally die
of hunger (mourir de faim), 1f they were not assisted by the
proprietors, who rarely refuse making them a loan upon se-
curity of the ensuing crop. Their debts are paid after the
vintage, but before winter is over new ones are contracted.
Of ten metayers there is hardly one to be found who owes
nothing to his master.”

¢ The metayer lives from hand to mouth. He has rarely
any corn in store, and still more rarely any oil or wine. He
sells his oil when in the press, and his wine when in the vat.
He has no provision of salt meat, butter, cheese, leguminous
plants, etc. His kitchen utensils are of earthenware ; and the
furniture of his cottage consists only of a table and some
wooden chairs, one or two boxes, and a miserable bed, on
which father, mother, and children sleep. "When the division
of General Vatrain pillaged the Val di Nievole in 1792, the
peasants reaped this advantage from their poverty, that when
they had concealed their wearing apparel and their wives’
jewels, they had nothing more to lose.”

And such is their idleness, that ¢ a hired labourer will exe-
cute three times as much work in a day as a metayer.”

Much has been said about the rich and beautiful appear-
ance of the valley of the Arno (Val d’Arno), which is entirely
occupied by metayers. But even here the verses of Addison
are strictly applicable : —

¢ The poor inhabitant beholds in vain,
The red’ning orange and the swelling grain ;
Joyless he sees the growing oils and wines,
And in the myrtle’s fragrant shade repines;
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Starves in the midst of nature’s bounty curst,
And in the loaden vineyard dies for thirst.”?

When Arthur Young visited Italy, the occupiers of the
Val d’Arno were so very poor, that the landlords were fre-
quently obliged to lend them supplies of corn previously to
harvest. And M. Lullin de Chateauvieux, who has given an
interesting account of the agriculture of Italy in 1810-13, and
whose leanings are rather on the side of the metayer system,
shows that the condition of*the occupiers of thxs famous valley
had not 1mproved in the interval.

“An.immense population,” says he, ¢is supported on the
produce of land thus. distributed, but with extreme economy,
and it is never able to lay by anything as a reserve against
unfavourable years. It is neither the fertility of the soil nor
the abundance that strikes the eye of the traveller, which con-
stitutes the well-being of the inhabitants; it is the number of
individuals among whom the total produce is divided, which
fixes the proportion that each is able to enjoy. Here it is
very small. T have thus far, indeed, exhibited a delightful
country, well-watered, fertile, and covered with a perpetual
vegetation. I haveshown it divided into countless enclosures,
which, like so many beds in-a garden, display a thousand
varying productions. -I have shown that to all these enclosures
are attached well-built houses, clothed with vines, and deco-
rated with flowers; but, on entering these houses, we find a
total want of all the conveniences of life, a table more than
frugal, and a general appearance of privation. The occupiers
‘of them are not the proprietors; they only farm them, paying
in kind half the produce to the landlord.”

In speaking of the metayers of Lombardy, M. de Chateau-
vieux observes,—¢% Always destitute of the means of acquiring
capital, they remain stationary in their situation; the result
is a torpor which nothing but the want of food can overcome.”?
In the most fertile districts of Naples, he found the metayers
complaining of their abject condition. And, he adds, when-

* Letter from Italy.
2 We quote from Rigby’s translation, p. 78. 3 Ibid. p. 46.
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ever the season happens to be unfavourable, they suffer the
severest privations,

In ascribing the invention of the metayer system to the
middle ages, Sismondi is not more accurate than in his esti-
mate of its advantages. It is a system which might be ex-
pected to grow up in a rude state of civilisation, wherever
large tracts of land had become the property of individuals.
The advantages of granting leases of a reasonable length, at a
fixed rent, are not then distinctly perceived either by the
landlords or tenants; and it seems a plain and advantageous
method for both parties, that the tenant should occupy and
work the land, paying its owner a certain share of thé produce.
In Eastern countries this mode of occupying land has existed
from the earliest period, and it also prevailed in ancient Italy.
The early Roman farmers were, in fact, metayers. The stock
on the farm belonged to the landlord, and the occupier re-
ceived a certain proportion of its produce, varying according
to its productiveness, in return for his labour in working it.

- The occupier of land upont these terms is called by Cato, the
earliest of the> extant writers De Re Rusticd, a politor, or
polintor, from his business being that of a cultivator or dresser
of land; and sometimes a colonus partiarius, from his being
in a sort of copartnership with the landlord, and entitled to a
share of the produce of the land. This is the only description
of farmers of whom Cato speaks. In his days, indeed, great
part of Italy belonged to the resident owners of small estates,
and was cultivated directly by them; the few large estates of
the non-resident landlords being then more generally occupied
by the slaves and servants of the owner, under the superin-
tendence of a steward or bailiff (villicus), than by metayers.
Cato mentions that, in his day, when the finest land was let
to a politor, or colonus partiarius, he received an eighth part
of the produce; that in the second best land he received a
seventh; and in the third, a sixth! It will be observed,
however, in accounting for the small share of the producs

1 De.Re Rustica, § 137,
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received by the Roman metayers, that, besides the land and
live stock, the landlord furnished the seed and all the imple~
ments made use of on the farm. It is further conjectured by
Dickson,! and apparently with much probability, that the
labourers on farms occupied by politors were mostly slaves,
and that they were furnished- by the landlord as well as the
labouring cattle. And, besides his share of the crops of corn,
or of the produce commonly so called, the politor, or colonus
partiarius, had perquisites of milk, fruits and vegetables, and
other minor articles, sufficient for the supply of his family.
This system, and the cultivation of land by slaves, were as
hostile to the husbandry of ancient Italy, as the metayer
system is to its modern husbandry, or predial slavery to that
of Russia. In the early ages of the republic, when the
lands were generally divided into small portions, mostly
occupied and farmed by their owners, agriculture was com-
paratively flourishing. But, instead of improving with the
increase of capital and the size of properties, it gradually
declined. The cause of this anomaly is to be found in the
prevalence of the metayer system and of slave labour. Agri-
culture, carried on under such a mode of occupancy, and with
such instruments, could not but degenerate. It was not, as
Columella has observed,:from an increasing sterility of the
soil that the harvests had become less productive, but because
the labourers, in the latter years of the republic, and under
the imperial government, were mostly slaves, and because,
from the prevailing mode of letting land, the farmers, even
when free, had no sufficient motive to exert themselves.
Though cultivation by means of coloni partiarii was the
most prevalent mode in ancient Italy, there can be little or
no doubt that in the days of Columella there were free
farmers, or liberi coloni, who occupied their lands under
leases for money rents, somewhat in the mode in which farms
are now occupied in England. This may be inferred from the
statements in the eighth chapter of his first book, referring
to the mode in which landlords should treat their tenants,

1 Husbandry of the Ancients, vol.'i. p. 60.
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That the rent paid by the latter was rated in money, seems
evident from the circumstance of Columella recommending
landlords not to be rigorous with respect to the term of pay-
ment, without, however, neglecting to demand the rent; be-
cause, as he observes, good debts, by not being called for, often
- become bad ones. It is likewise evident that the cattle upon
the farms of the liberi coloni were their own property; for
Columella gives as a reason for letting to such tenants,
that when the landlord is’ absent, being obliged: to trust the
management to servants, the -oxen and other cattle are ill-
treated and illfed. But this, it-is clear, could 1ot have been
a reason for letting, had the cattle upon the farm, after it was
let, been the property of the landlord.!

No very satisfactory information can be obtained, in re-
gard to the duration of the leases of farms occupied by liberi
colont. - The public lands belonging to the state were let for
periods of five years, and it is probable that such was also the
usual length of the leases on private estates.

But, as already stated, the far greater part of Italy was
“occupied either by coloni partiarii, or by slaves or servants
working on account of absentee proprietors; so that.its agri-
culture, instead of improving, actually retrograded.

The preceding remarks will perhaps have satisfied the
reader, that in whatever way the rent of land may be made
payable, it should not be by a proportional share of the pro-
duce. This is the worst of all methods of fixing rent; and it
is idle to look for flourishing agnculture or respectable tenants
where it prevails.

3. Produce Rents.

‘We come now to the third method of fixing rents. In it
the rent is rated in specified quantities of produce, usually
made convertible into money at the ordinary prices of the
day. And, though not free from defects, this seems, on the
whole, to be the least exceptionable plan hitherto proposed.
It affords the best attainable security against changes in the

1 Dickson’s “ Husbandry of the Ancients,” vol. i. p. 74.
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valae of the currency, and it neither damps the tenant’s ex-
ertions, nor thwarts the progress of his improvements; for he
knows that every bushel of corn he can raise beyond the fixed
quantity payable to the landlord is entirely his own. It is
defective, however, inasmuch as it imposes on the.farmer the
necessity of paying more than the fair value of his farm in
unfavourable years ; while, in favourable years, the landlord
gets less rent than he ought to receive. But it is difficult—
or rather, perhaps, impracticable—under any system, wholly
to obviate the effect of these disturbing causes. We are,
however, inclined to think, that under the free system now
adopted in regard to the corn trade, the disturbances referred
to will be comparatlvely unimportant ; for it is no longer
reasonable, sceing the immense variety of markets to which
recourse may be had, to suppose that the fluctuations in our
harvests should exercise anything like their former influence
over prices. It is doubtful, therefore, whether it be really
worth while to set about organising any scheme for obviating
or lessening the-influence of such inconsiderable oscillations.
But if this should be thought desirable, it may easily be ac-
‘complished by fixing mazimum and minimum prices; it being
declared in the lease, that the produce payable to the land-
lord shall be converted into money, according to the current
prices of the year; but that, in the event of their rising above
the mazimum fixed in the lease, the landlord shall have no
claim to such excess of price. By means of this check, the
tenant is protected from paying any very considerable excess
of rent in scarce years. On the other hand, to prevent the
rent from being improperly reduced in unusually plentiful
years, a minimum price is agreed upon, and it is-stipulated,
that to whatever extent prices may sink below its amount, the
landlord shall be entitled to receive the minimum price for
the produce payable as rent. 'With a free trade in corn, and
a system of this sort, rents would fluctuate very little indeed,
and landlords and tenants would enjoy the highest degree of
security. We may add that this is not a mere speculative
opinion. The plan now proposed was extensively introduced
many years ago, into sundry well cultivated districts, includ-
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ing East Lothian and Berwickshire. .And the experience of
the estates in which it has been adopted, has shown that it is
as effectual as can well be desired, for the protection of both
parties, and for securing the progress of improvement.

In fixing a produce rent for farms, especially if they be
adapted to a mixed system of corn and stock husbandry, which
is now the case with all except those which consist of heavy
clay lands, it should not be rated in corn only. Butchers’
meat, wool, and dairy produce, are articles of the greatest
importance ; and it would be fair to all parties, that rents
should be made to depend, to some extent, on” them, as well
as on' corn. At present, the value of stock and dairy produce
appears more likely to increase than that of corn; and leases
for nineteen or twenty-one years, in which no reference is
made to the former, may seriously compromise the interests
of the landlord. 'Without, however, laying much stress on the
contingent probability now alluded to, it is obviously proper,
seeing in how great a degree cultivation depends on them,
that rent should be rated partly in the products of stock, and
" of the dairy, and partly only in corn: in other words, it should
be made to consist of certain quantities of grain, butchers’
meat, wool, butter and cheese; the whole being convertible
into money at the current prices of the day. A mixed rent
of this sort would give the maximum degree of security to both
tenants and landlords. And though it might, at the outset,
be attended with some little trouble, there would be no diffi-
«culty in carrying it out when parties had become familiarised
with it.

Mazimum and minimum checks might, if desired, be applied
to butchers’ meat, wool, etc., in the same way as to corn. But
this would make the plan too complex. And under a system
of free trade, and with rents consisting of different articles,
which may be supposed to vary in opp051te directions, it would
be quite unnecessary.

-

4. Service Rents.

.Ancxently, in most countries, a very considerable proportlon
of the land not in the immediate possession of the owners was
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held by its occupiers on condition of their furnishing the owners
with certain quantities of labour, or of services. In so far as
these were of an agricultural character, they were commonly
performed on the portion of their estates which the landlords
retained in their own hands. This method of occupancy grew
out of the state of the cultivators, in most European countries,
after the destruction of the Roman power, and the establish-
ment of the feudal system. They were then really adscripti
glebe ; and the land was not valued so much for its fertility,
its situation, or its cultivation, as for the number of serfs or
villeins upon it. At the commencement of this system, and
long after, the services exigible from the occupiers were quite
undefined, and depended principally on the will of the lord.
But a more regular system of law and government having been
gradually established, the services demandable by the lords
from their vassals, or the occupiers of their estates, were at the
same time limited and defined. In those countries in which
preedial servitude was early abolished, service rents speedily
fell into disuse, and rents payable according to the metayer
system, or money rents, were generally substituted in theirstead.
Bat in countries where predial servitude kept its ground down
to a comparatively recent period or where it still exists, the
nature and amount of the services rendered by the occupiers
were regulated either by custom or law; and in the course of
time, the occupiers acquired a sort of hereditaryright to the lands
they held, and could not be dispossessed so long as they paid
the corvées or stipulated services due to the superior landlord.
It is needless to dwell on the inexpediency of such a system.
The labour which is performed by tenants on the grounds,
and for the behoof, of their landlords, is sure to be very
slovenly executed. Men never exert themselves with energy
and spirit, unless they work on their own account, and reap
all the advantages resulting from superior industry and en-
terprise. Where service rents prevail, the parties are in a
«onstant state of contention. The landlords try to squeeze as
much labour as possible out of the reluctant peasantry; and
the latter, to satisfy the claims upon them with the least pos-
sible exertion. - It is needless to say how a struggle of this
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sort is sure to terminate. It is invariably found, where labour
rents are established, that the peasantry, when employed by
the piece, execute about four or five times as much work as
when they are engaged upon the lord’s lands. The waste of
labour which it occasions is not, however, the only injurious
. circumstance in this system. While the occupier is liable to
be called -upon, at his lord’s pleasure, to render such services,
extending over a large part of the year, as he may require,
he cannot follow any regular or efficient plan -of husbandry.
There is in truth no portion of time, and but few articles in
his possession, which he can confidently call his own. The
security of property amongst the cultivators is completely
subverted ; and the progress of agriculture, and conSequently
of society, eﬂ'ectually arrested.

These sort of services, after having long ceased to be of any.
importance, are now wholly abolished in England. But in
Scotland they were exacted, to a greater or less extent, down
to a comparatively recent period; and, coupled with tkirlage,
or the obligation to grind corn at particular mills, had a very

-injurious influence. Happily, however, they are now rarely
met with, except, perhaps, in some of the more backward
Highland districts. Their abolition has been of the greatest
service to agriculture. Scotch tenants, being relieved from
every sort of - service, secured in the possession of their farms
by leases of a reasonable length, and left to pursue their
own interest in their own way, subject only to restrictions
preventmg the exhaustion of the land, have exerted themselves
with spirit and success, and carried agriculture to a pitch of
improvement which could not previously have been supposed
possible.

But though labour or service rents are no longer exacted
in England, the obligation to -protect, or at all events not to
destroy, the game on their farms, is a species of feudal pay-
ment which may come under this head ; and is a very serious,
annoyance to the tenants of many estates, and a great obstruc-
tion to good farming. It is no answer to a statement of this
sort, to say that the tenant being aware, in entering to, or in



LETTING AND OCCUPANCY OF LAND. 193

agreeing to continue in,.a farm, that he will have to preserve
the game, will not fail to adjust his rent accordingly. As
well might it be contended that tithe is no injury to the
farmer, or obstacle to improvement, because its operation is
known & priori. Whatever interferes with his management,
lessens his crop, or hinders the tenant from reaping the
full amount of any outlay, is injurious to him and to agri-
culture. . And this is notoriously the case with game. In
some instances, the injury occasioned by it, would hardly
be compensated ‘by the total abandonment of the rent.
And not only this, but a constant irritation is kept up,
and a feeling of disgust is generated in the breasts of those
whose crops and pastures are injured to maintain a parcel
of fere nature, who belong to no one in particular, but
who may, by a volition of their own, become the property
of a dozen landlords in the course of the same day. To a
little fair sporting there would probably be no great objection
on the part of most farmers. But the amassing of vast quan-
tities of game for the sake of a battue, which is as little en-
titled to be called sport as the slaughter of sheep in the
shambles of Whitechapel market, is an abuse of the right of
property which ought to be repressed by proper regulations.!
Game preserves, of the kind now alluded to, become public
nuisances. They not only injure and irritate the tenantry on
the estates to which they belong, but their mischiecvous in-
fluence frequently extends to others in the neighbourhood.
And, in addition to all this, they are the great incentives to
poaching. % Wherever the carcass is, there will the eagles
be gathered together.” Robbery, outrage, and murder, have
always been, and most likely will continue to be, associated
with battues and game preserves. The sooner, therefore, that
such nuisances are abated, the better will it be for all parties.

The account which Liord Molesworth gives of the state of
the peasantry of Denmark, at the close of the seventeenth

1 It might be effected in the easiest and most unohjectionable manner,
by means of duties, to which there could be no good ohjection.
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century, may be taken as a fair specimen of the former state
of that class in those countries in which preedial servitude was
established.

«If)” says his lordship, ¢ this be the case of the gentleman
and burgher, what can be expected to be that of the poor
peasant and boor? In Zealand they are all as absolute slaves
as the negroes are in Barbadoes, but with this difference, that
their fare is not so good. Neither they, nor their posterity,
to all generations, can leave the land to which they belong;
the.gentlemen counting their riches by their stocks of boors,
as here with us by our stocks of cattle; and the more they
have of these, the richer they are. In case of purchase, they
are sold as belonging to the freehold, just as timber trees are
with us. There is no computing there by numbers of acres,
but by numbers of boors; who, with all that belong to them,
appertain to the proprietor of the land. Yeomanry, which is
the strength of England, is a state not known nor heard of in
Denmark ; but these poor. drudges, after they have laboured
with all their might to raise the king’s taxes, must pay the
overplus of the proﬁt of the lands, and their own toil, to their
landlords, who are almost as poor as themselves. If any of
these wretches prove to be of a diligent and improving temper,
who endeavours to do a little better than his fellows, and to
that end has repaired his farm house, making it convenient,
neat, or pleasant ; it is forty to one but he is presently trans-
planted from thence to a naked and uncomfortable habitation,
to the end that his griping landlord may get more rent, by
placing another on the land that is thus improved ; so that in
some years tis likely there will be few or no farm-houses,
when those already built are fallen through age or neglect.”?

The Queen Sophia Magdalen had the honour of giving, in
1761, the first example of a more liberal system to the Danish
proprietors by enfranchising the peasants on her estates, She
was immediately followed by Count Bernstorff, and subse-
quently by many other proprietors. In.1786, a commission
was established for regulating and fixing the reciprocal rights

1 Account of Denmark in the year 1692, 4th ed. p. 54.
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and duties of the proprietors and serfs. And in 1793 a royal
ordonnance was published, which promised considerable ad-
vantages to the proprietors who consented to sell a portion of
their estates to the cultivators. The latter are now completely
enfranchised. But labour rents are still pretty frequent, and
a good deal of land is also let on the metayer system.

Labour rents were maintained down to a very late date in
Hungary. Previously to 1764, the peasants of that country
were in a state closely approaching to predial slavery. But
in that year, the famous wurbarium of Maria Theresa was
issued, the principal regulations of which are recapitulated by
Mr Paget in his excellent work on Hungary.! It conferred
on the peasantry the jus libere migrationis ; though in practice
the value of this privilege was lessened by the various regula-
tions which had to be complied with before it could be ex-
ercised. It also limited and defined the demands which could
be made on the peasantry by their masters ; and it was only in
certain cases, and then by due process of law, that they could
be ejected from their holdings. But though considerably im-
proved, - the peasantry, notwithstanding this urbarium, con-
tinued to be in a very abject condition. They were incapable
of acquiring a right of property in land. And besides their
payments in labour (Robot)? and money to their landlords,
they had to pay almost the whole public taxes, and were
truly, as well as significantly, called the misera contribuens
plebs: In 1835 and 1839, this system was farther and very
considerably modified. Peasants were permitted to enfran-
chise their lands by buying up, at moderate prices, the rents
due to their landlords, and taxes were made a charge upon
the land, -and not as previously a personal charge upon its
occupiers. There can be little doubt, had this system been
maintained, that in no very lengthened period the emancipa-
tion of the peasantry would have been effected without violence
or disturbance of any kind. But a cautious and conservative

1 Travels in Hungary, etc., i. 297, etc.

"3 Mr Paget has set the wretched effects of this system in a striking
light; 1.-308.
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policy of this sort did not suit-the views of the revolution-
ary party which unfortunately gained an ascendancy in the
Diet, A vote carried in 1848, abolished all labour rents,
tithes, and other payments, founded on the urbarium of 1764
and subsequent laws ; the indemnity to be paid to the pro-
prietors who were thus unceremoniously divested of their
undoubted rights, being, in the cant of the day, placed * under
the guarantee of the national honour!” The government,
under whose auspices this wholesale confiscation had been
effected, was not long after suppressed. As yet, however, no
settlement has been effected of the claims in dispute between
the landlords and the peasantry. But it is believed that a
compromise will take place, by which the robot or labour rent
will be abolished, and a moderate money-rent, purchasable on
easy terms by the peasantry, be substituted in its stead.
Predial servitude is abolished in all the German provinces
of the Austrian monarchy. The peasants may everywhere be-
come proprietors. ‘

- In Prussia a very sweeping, and in some respects perhaps
a too violent, though on the whole a beneficial, change has
been effected, since 1807 in the occupancy of land. Previ-
ously to this period, when the reforms of Baron Stein and
Prince Hardenberg ~commenced and the restriction was
abolished, none but nobles or privileged parties could acquire
estates. The peasantry or occupiers of land in Prussia were
then divided into two great classes. The first class comprised
those who had acquired’ a hereditary right to the lands held
by them, on condition of their paying a certain rent to the
superior lord, consisting sometimes of a portion of the pro-
duce of the land, sometimes of services, such as we have
already described, and sometimes, and most commonly, of
both. The second class consisted of those whose title to the
lands they occupied was either for life only, or for a certain
specified number of years; though by a most absurd Jaw or
custom, the proprietor could not at the expiration of such
- term resume the lands into his own hands, but was obliged to
relet them to an occupier of the same class as the one who had
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left them! In order totally to subvert the feudal system,
to give a stimulus to agriculture by relieving the occupiers
from those servitudes which cramped their energies and fet~
tered their operations, and above all, to interest the peasantry
in the prosperity of the country, and, consequently, in the
subversion of the foreign ‘tyranny by which it was then
weighed down, the government had recourse to very strong
measures. It was enacted by the edict of 1811, that those
peasants who held perpetual leases, on condition of paying
certain quantities of produce, or of performing certain services
on account of the proprietors, should, upon giving up one-
third part of the land held by them, become the free uncon-
ditional proprietors of the other two-thirds. And with respect
to the other class of peasants, or those who occupied lands
upon life-leases, or leases for a term of years, it was enacted
that they should, upon giving up Aalf their farms, become the
unconditional proprietors of the other kalf. The first part of
this edict, or that which had for its' object to relieve the here-
ditary holders of land from the payment of the produce and
services to which they were subject, on surrendering a third
part of their occupancies, seems entitled to every commeénda-~
tion. The abuses which it went to extirpate were so fatal to
the public prosperity, and-had, at the same time, become so
inveterate, and so deeply entwined with the existing institu-
tions, laws, and habits, that they could not have been destroyed
by any less powerful means. But the other measure, or that
which enabled the holders of farms under life-leases, or leases
for a term of years, to acquire the absolute property of half
the lands they occupied, on surrendering the other half, was
an invasion of the right of property, for which no sufficient
motive has been assigned, if it be not, perhaps, the desire of
rousing the energies of the peasantry, in the desperate struggle
in which Prussia was then engaged. And even this, one
should think, might have been effected by less violent means.
If the terms on which farms were let were objectionable, a law
might have been introduced to amend the mode of letting;
and as leases fell out, the abuses would have been gradually
rectified without -giving any violent shock to the security of
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property. But however objectionable in principle, this
measure has, in connection with the other, given a strong
stimulus to agriculture. The peasantry being relieved, or
having it in their power torelieve themselves, from the burdens
and servitudes to which they were formerly subjected, have
begun to display an energy hitherto unknown. Notwithstand-
ing the prejudices in which they have been educated, agriculture
has made considerable progress. And there is good reason
to think that this progresswould have been much greater, but
for the law of equal inheritance which prevails in Prussia as
well as in Franceé, and the introduction and extraordinary
extension of the potato cultivation. The former has reduced
the land in some provinces into portions so minute as not to
admit of their being properly farmed ; while the dependence
of the population on the potato has tended to multiply their
numbers beyond the real demand for their services, to lower
their wages, and to expose them to- the severest vicissitudes.
It is to the circumstances thus briefly glanced at, that the ex-
traordinary increase of population in Prussia since 1815 is
mainly to be ascribed.! 4
Conditions in Leases—Much difference of opinion has ex-
isted with respect to the expediency of inserting conditions in
leases in regard to management. Those who are adverse to
them argue that, being framed by the landlord, whose know-
ledge of the practical business of farming is seldom very ac-
curate or extensive, they are apt to proceed on mistaken
" views, and are for the most part either vexatious or impossible ;
that their strict observance can rarely be enforced ; that
if it were, it would reduce the occupiers to the condition of
machines ; that it would prevent them from taking advantage
of such discoveries as may be made during the currency of
their leases; and that, having no means of escaping from the
prescribed mode of management, they would cease to interest
themselves in the progress of agriculture, and become indif-
ferent to every sort of improvement. Dr Smith has given his

1 1t increased from 10,169,899 in 1816, to 16,285,013 in 1849,
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sanction to these objections. He has proposed, indeed, in the
event of a tax being laid upon rent, that it should be made to
fall more heavily on farms the tenants of which are bound by
their leases to a prescribed mode of management, than on
others, Such conditions are, he says, the effect of the ill-
founded conceit entertained by the landlord of his superior
knowledge, and uniformly tend to the prejudice of agriculture.!

But these statements, though in part true, are in part also
unfounded, and calculated to mislead. Conditions in leases
are of two kinds : viz., such as are intended to promote the
improvement of farms, and such as are intended to prevent
them from being deteriorated. Unless, however, the condi-
tions meant to secure the first object are easily enforced,
are not opposed to the interest of tenants, and do not im-
properly interfere with or shackle their proceedings, they will,
probably, do more harm than good. When leases are of a
reasonable length, tenants may in general be safely left, during
the first period of their possession, to follow out, with but little
restriction, their own views in regard to the cultivation of
their farms. But it is quite another matter with the four,
five, or six years anterior to the termination of their leases.
* Conditions to regulate the extent of land under corn and green
crops, and to hinderfarms from being worn out and exhausted,
may then become of the greatest service, and should in no
instance be dispensed with.

This, it must be observed, is not a question which can be
decided on the principle of leaving every one to be regulated
by his own sense of what is most advantageous : For here we
have two parties—the landlord and tenant—each with separ-
ate, and often conflicting interests. It is for the landlord’s
interest that his farm should always be in good order, and
more especially that it should be in good order when the lease
is about to expire; inasmuch as the rent which it will then
bring will depend very much upon its condition. But the
tenant is in quite a different situation. His interest in the
farm being limited to the period for which his lease endures,

! Wealth of Nations, p. 374.



200 LETTING AND OCCUPANCY OF LAND.

it will, speaking generally, be his ob_]ect to make the most
of it dunng that period, without caring about the state in
which he leavesit. Although, therefore, restrictions in respect
to the mode of cultivation in the early part of a lease of
considerable duration~ may, perhaps, be fairly objected to,
. no landlord, who has a proper sense of his own interest, or
who wishes to get his estate restored to him in good order,
will ever let a farm without prescribing certain rules or regula-
tions, which it should be imperative on the tenant to follow
during the latter part of the lease. These rulés may not
always be the best that might be devised. But if they pre-
vent, as they can hardly fail of doing, the land from being
overcropped and exhausted previously to the expiration of the
lease, they will effect an important object, and be in a high
degree beneficial.

These conclusions are not bottomed -on hypothesxs only.
Those who inquire into the state.of agriculture in different
periods and countries, will find that wherever tenants, hold-
ing under leases, or for definite terms, are left to follow
-out their own views, their farms are all but universally in
an impoverished and exhausted state previously to the ter-
mination of their occupancy. ¢In Italy,” says Harte, ¢ when
the husbandman’s term of holding is nearly expired,-it is
his custom to ruin -the vineyard he rents, by forcing the
trees to bear till they become barren. Such treatment is
called by the neighbourhood lascia podera, or adieu farm.”!
This miserable system is followed from the tenants suppos-
ing that there will be less competition for farms in a worn
out state, and that, consequently, there will be less risk
of their being disturbed, or having their rents raised. In
some parts of England, about the middle of last century, the
country people had a proverb,—

¢« He that havocks may sit ;
He that improves must flit ! -
In other words, he that exhausts the land may continue in
his farm for an indefinite -period ; whereas he that improves

1 Essays on Husbandry, 2d edit. p. 160.
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must pay an advanced. rent, or be obliged to quit. But the
fear of an increase of rent was, in ninety-nine out of every
hundred cases, a mere pretence to excuse their own short-
sighted rapacity. And yet this wretched practice is followed,
down to the present time, in some of the finest English coun-
ties. Speaking of Berks, Messrs Grainger and Kennedy tell
us that, “ owing to the system acted upon, the soil, generally
speaking, is very much out of condition. A tenant, up to the
last one or two years of his lease, drives it as hard as he pos-
sibly can, and in fact leaves it entirely »un out. Thus, the
labour of several years is required to put it into anything like
good condition; whilst, by the time A has brought: his land
tolerably round, his neighbour B, perhaps, intends to relinquish
his farm ; and thus is kept up the neglected appearance of the
country. When a farmer cultivates his own property, it is,
in consequence of this system, generally seen to the greatest
advantage, like a fat sheep among a lean flock.”?

A vast-amount of agricultural capital has been destroyed
through the prevalence of this abusive practice. And of the
various parties, including the public, the landlords, and the
tenants, who are injured by it, the latter are probably the
greatest sufferers. In entering to an impoverished or worn
out farm, a large amount of capital has to be expended, and
years of the lease exhausted, before it yield either rent or profit.
And though a tenant may have the satisfaction, such as it is,
of having wasted his farm before his lease expires, if he take a
renewed lease, hewill be the principal loser bythe state to which
he has reduced it ; while, if he leave it to go to another, the
chances are ten to one that he will find that the ignorance
and cupidity of his predecessor have been quite as active as
his own. And these consequences having been everywhere
realised when the occupiers have been left at liberty to act on
their own views, it is not, perhaps, going too far to say that
such landlords as do not provide against them hardly deserve
to have estates. There can, in trath, be no really good agri-
culture where the exhaustion of farms is not prevented. And

"1 On the Tenaney of Land in Great Britain, 2d edit. p. 145.
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though Smnith’s censure of conditions in leases-be true within
certain limits, yet the want of such limits, and the un-
warrantable inferences which have been drawn from it, have
made it, in a practical- point of view, highly objection-
able.

The indefinite nature of the tenures under which a very
large proportion of farms are held in England, prevents their
occupiers from subjecting them to the sort of treatment which
they would be sure to experience were they let for fixed
periods, without any stipulations in regard to management.
And this very circumstance powerfully contributes to the ex-'
tension and prolongation of the tenures referred to. It must
be admitted, too, that were it impracticable, without impro-
perly tying up tenants, to hinder the exhaustion of farms held
under leases, it would go far.to show that, how advantageous
soever in some respects, they are on the whole decidedly
objectionable. There is really, however, no such impracti-
cability in the case; and nothing, indeed, can be easier than
to give tenants full scope for the exertion of. their skill
and industry, at the same time that they are hindered: from
scourging and exhausting their farms. That this may be
done, is shown by the example of all the most improved and
best farmed districts of Scotland, where leases for reasonable
periods, framed on the principle now stated, are universal;
and this, also, is'the case in various parts of England. It is
idle, therefore, to attempt to excuse the want of leases, by re-
ferring to the exhausted state in which lands held under
them are sometimes rendered back to the landlords. This
is making one abuse an apology for another. By a lease
we mean a contract in which the just rights and interests of
the landlord, as well as those of the tenant, are secured and
protected. We repudiate - all- one-sided contracts; and such
are those leases which, while they tie up the hands of the
proprietors, authorise the tenants to scourge and exhaust the
land. Any sort of tenure is preferable to this; and its aboli-
tion, and the substitution of properly devised leases in its stead,
and instead of the indefinite tenures now prevalent in
England, would be a signal improvement.
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It has been supposed that the insertion of conditions in
leases, with respect to management, is a modern invention.
But such is not the case. It is not very easy, indeed,
partly from the silence of the original writers, and their
inattention to such subjects, and partly, also, from their
having attracted but little notice from the critics and com-
mentators of modern times, to get any very precise informa-
tion with respect to the method of managing landed property
in antiquity. In Lacedzmon, the lands were cultivated by
the helots, who seem to have been in nearly the same condi-
tion as the adscripti glebee of the middle ages. The Spartans
were entitled to a certain share of the produce;-but they
could neither increase their demands upon the helots, nor
deprive them of their possessions, so long as they paid the
fixed burdens.! In Athens, and other Grecian states, landed
properties were not generally extensive, and the proprietors
seem, in most instances, to have occupied them directly, most
commonly employing slaves, but occasionally also free
labourers, in their cultivation. But, though there are good
grounds for thinking that this was the most usual, it was
not the only mode of managing landed property. In Greece,
lands were sometimes let on lease, as in England, for a con-
siderable number of~years, at fixed money rents, and under
regulations which evince considerable knowledge of agri-
culture. . Theophrastus mentions that it was usual, in the
island of Thasos, for proprietors, in letting farms, to guard
against the tenants exhausting the land by overcropping.
Reynier conjectures, with much plausibility, that this mode
of Jetting had not obtained in Attica; for if it had, Theo-
phrastus would not have referred to Thasos for an illustra-
tion of the practice.? But specious as this conjecture may ap-
pear, it has been ascertained to be without foundation. The
attention of the learned world has, within these few years, been
called to some inscriptions of unquestionable authenticity,?

1 Reynier, “Recherches sur I'Economie Publique des Grees,” p. 247.
Muller’s Dorians, ii. 32., Eng. Trans. *Id. p. 377.

3 Given by Boeckh in his work on ancient inscriptions, vol. i. p. 132,
published at Berlin, at the expense of the Academy.
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brought from Greece a longwhile ago,and now in the University
of Leyden, which have been strangely overlooked, that are
decisive of this question. They do not refer to the practice of
letting land in Attica, but are themselves real leases. One of
these inscriptions was found near Mount Hymettus, and is dated
in.the fourth year of the 108th Olympiad, or 345 years before
the Christian wra. It is a lease by the Aexonians, the towns’
people, or demos of Aexone, of a piece of land called the
Philais, near Mount Hymettus, to a father and his son, for
forty years, for 152 drachmas a-year. But as it is alike
curious and instructive, we beg to subjoin a translation of this
inscription.

¢ The demos of Aexone let on lease the Philais, to Autocles
the son of Auteas, and to Auteas, the son of Autocles, for
forty years, for 152 drachmas a-year; the said land to be
farmed by them, or planted with trees, as they please; the
rent to be paid in the month of Hecatombzon. If they do
not pay it they forfeit their security, and as much of the pro-
duce as they stand in arrear. The Aexonians are not to sell
nor to let the said land to any one else, until the forty years
have elapsed. In case of loss on the part of the tenants, by
hostile invasion, no rent to be paid, but the produce of the
land to be divided between the Aexonians and the tenants,
The tenants are to deliver up half the land.fallow, and all the
trees upon the land ; for the last five years the Aexonians may
appoint a vine-dresser. The lease to begin with respect to
the corn land with Eubulus the Archon entering into office ;
but with respect to the wood, not-before Eubulus goes out of
office. The lease to be cut upon stone, to be set up by the
magistrates, one copy in the temple of Hebe, the other in the
Lesche ; and boundary stones (3poc) to be set up upon the land,
not less than two tripods on each side. And if a tax should
be paid for the land to government, the said tax to be paid by
the Aexonians, or if paid by the tenants, to be deducted from
the rent. No soil to be carried away by digging of the
ground, except from one part of the land to another. If any
person makes a motion in contravention of this contract, or
puts it to the vote, he shall be answerable to the tenants for
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the damage.” And there are some further stipulations with
respect to the cutting of the olive trees, and the division of
the price obtained for them between the Aexonians and the
tenants. .

-This inscription or lease, shows conclusively that the letting
of land for a money rent, for a considerable number of years,
and under conditions with respect to management, was well
understood in Attica. The terms of the lease are such as in-
dicate an advanced state of agriculture. The clauses binding
the tenants to have half the land in fallow at the termination of
the lease, and authorising the Aexonians, or lessors, to appoint
a vine-dresser for the five years previous to its expiration; the
making different entries to the corn and vine lands ; the pro-
visions with respect to the damage that might arise from
hostile invasions ; and the prohibition of carrying away any
portion of the soil to another farm, discover a disposition to
protect, as far as possible, the just rights and interests of both
parties. The lease cannot be objected to on account of its
being for too short a term. In this country it would be
thought too long.

The reader will find, in the valuable work of Boeckh, on
the Public Economy of Athens,! an inscription containing
a lease of lands belonging to the Pireus, or port of Athens.
It is dated in the 4th year of the 104th Olympiad, and
is for ten years; the rent is made payable by equal por-
tions, in the months of Hecatombzon and Posideon—the
first and sixth months; the lands for the first nine years
are to be cultivated according to custom; but in the tenth
year the half only is to be ploughed. There are some ad-
ditional stipulations with respect to the security to be given
by the tenants; and the carrying away of wood and earth is
prohibited.

‘We have no such precise information with respect to the
letting of lands in ancient Italy. It would seem, however,
from the statements of Columella, that when farms were let
to libert colont, or free tenants, they were bound to a certain

1Vol. ii. p. 15, Eng. Trans,
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system of management. He recommends landlords to be more
rigid in enforcing conditions than in exacting rent; for, says
he, “ubi seduld colitur ager, plerumque compendium, nun-
quam detrimentum affert, eoque remissionem colonus petere
non audet” Pomponius Festus says, that those who let
lands were in the habit of stipulating that two corn crops
should not be taken in succession.?

-Letting by Auction and Private Bargain.—The letting of
land by private bargain, rather than by auction, has been
approved by the highest authorities, and is conformable to
the best established principles. There are three evils to be
avoided in letting farms: first, that they be not let too
cheap; second, that they be not let too dear; and third,
that they be not let to parties deficient in skill or capital.
Letting by auction affords a sufficient 'guarantee against
their being let too cheap; but while it affords no guarantee
against their being let at too high rents, and to improper
tenants, it is very likely to lead to both. There is an excite-
ment at an auction which frequently makes even a cautious
individual go further than he would do in his cooler moments,
or under other circumstances. He sees parties offering more
than himself for a farm which he wishes to possess. His
first impression, most probably, is, that they over-estimate
its value. But the fact that they are making offers which
do not, perhaps, greatly exceed his, gives him a sort of ad-
ventitious confidence. He begins to think that the farm
may really be worth more than he had supposed, and is led,
step by step, to go considerably beyond the limit he had
previously fixed upon. But the over-renting of land is an
evil that should be carefully guarded against. If the rent of
a farm be really too high, that is, if it cannot be paid by an
industrious and skilful tenant, possessed -of sufficient stock,

1 Lib. i. cap. 8. °

3 « Restibilis ager,” he observes, *dicitur qui biennio continuo seritur
farreo spico, id est aristato; quod ne fiat, solent qui predia locdnt, ex-
¢ipere.”  See Recherches Historiques sur Agriculture chez les Romains,
p- 82.
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without wholly abstracting, or even seriously encroaching
upon that liberal return for his services and capital to which
he is justly entitled, he gets disheartened, and loses all motive
to exertion., The farm is badly managed scourging crops
are resorted to, and, in the end, it is thrown upon the land-
lord’s hand in a worn-out condxtlon, and with a bad character
in the vicinity.! A proceeding of this sort is ruinous to all
parties. And to obviate its occurrence, the best plan is for
landlords to have their farms valued by competent, and not
over-sanguine judges, and to let them, by private bargain, to
approved tenants, at the rents they have specified.

It is not uncommon in some places, in letting lands by
auction, for landlords to reserve the privilege of* choosing
among the three highest bidders. But neither of these parties
may be a desirable tenant ; and, unless there were something
clearly objectionable about the highest bidder, it would be in-
vidious to pass him over.

Some landlords who let farms in what they call a private
manner, adopt ‘a practice which is not a little questionable.
They have a party in view whom they ‘Wish to prefer, and in
the event of his offer being less than that of some one else,
they communicate the fact to him, with an intimation which
is perfectly well understood, though it may not be distinctly
expressed, that if he amend his offer it will be accepted. This
is an unfair proceeding, and tempts the party to offer more
than he believes the farm isreally worth. And this, as already
seen, is a serious evil. ‘When offers are privately taken for a
farm, the highest should not necessarily be preferred ; but that
offer should be accepted which is supposed by good judges to
be nearest to the fair value of the farm, provided it be made
by a respectable individual, possessed of the requisite capital
and skill.

Over-Renting and Under-Renting.—Whenever it is ascer-
tained that the rent of a farm is too high, it should be re-

1 See for a striking example of this, “ Caird on English Agriculture,”
p. 25.
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duced.. In all cases, too, it will be for the advantage of the
landlord to act on this principle without waiting till the tenant
is dispirited, his capital wasted, or.his credit shaken. The
necessary reduction may be made in different ways. Some-
times the landlord makes a permanent and wunconditional
abatement ; sometimes, however, the abatement is only made .
for a year or two; and occasionally, also, the landlord reserves
power, at a future period, if he think proper, to demand pay-
ment of the abatement.

But a little reflection will serve to show that a permanent
reduction is in all respects most advantageous for the landlord
as well as the tenant. A temporary reduction, though abso-
lute and liberal, affords no security in regard to the future.
It gives no guarantee to those who may have any dealings
with the farmer; and who, were the reduction permanent,
might be willing to assist him. By reserving power to demand
an increase of rent at any future period, the landlord supposes,
perhaps, that he will be able to profit by any rise of prices
which may take place in the interval; and this, no doubt, is
the case. But he forgets that, in attempting to secure this
future and contingent advantage, he destroys the independence
and credit of the tenant, and impairs or paralyses his energy.
No present liberality can give security for the future; and no
tenant can act with confidence, or make outlays in the hope
of a distant return, if his rent may be raised at the mere
pleasure of the landlord. Nothing, therefore, can be a greater
error, than to imagine that proprietors who make permanent
abatements to tenants, whose farms are really over-rented, act
inconsiderately in regard to their own interests. On the con-
trary, the plan which they follow is the most likely of any to
maintain the value of their estates and the amount of their
rent-roll at the highest average level. -

But, while we deprecate the over-renting of land as bemg
hlgh_ly detrimental to agriculture, we are not of the number
of those who think that its interests will be promoted by letting
farms below their fair value. On entering on a lease, tenants
should be acted upon by the stimulus of fear as well as of
hope; and while, on the one hand, skill, industry, and eco-
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nomy should not be hindered, by too high rents, from securing
to the occupiers a proper maintenance for their families, and
an adequate return for their outlays, so neither, on the other
hand, should rents be so low as to permit them to be either
indolent or careless. It is difficult, in fact, to say whether
the letting of land at too high or too low rents be most preju-
dicial. To make farmers leave off those routine practices to
which they are so apt to be attached, and become really
industrious and enterprising, they should, besides having the
power to improve their condition, be made to feel, that if they
do not make the requisite exertions, they will certainly be
ruined. To satisfy ourselves that this is necessary, we need
only contrast farms occupied by tenants at rents considerably
below their fair value with those let at that value. Speaking
generally, the condition and culture of the former are very
inferior, indeed, as compared with the latter. The occupiers
of the under-rented farms, being able to pay their rents, and
make a little money without any unusual exertion, move on
in the routine system to which they and their fathers have
been accustomed ; wlereas necessity compels the occupiers of
the higher rented farms to adopt every device, how novel
soever, by which their produce may be increased, and the
expense of cualtivation diminished.

Arthur Young has some conclusive remarks on this point
in his # Tour through the Northern Counties.” A rise of
rent,” says he, “ought not to be considered as a transfer of
income from the tenant to the landlord, but rather as a crea-
tion of income. There is scarcely a track of country in the
kingdom, in which a rise of rent to a certain pitch is not
attended with a corresponding increase of product. Instances
are everywhere innumerable of farms low rented, that have
been occupied by none but slovenly, poor, and ruined tenants;
whereas the same farms doubled or trebled in the rent, become
the fortunes of succeeding occupiers. There is nothing in
this difficult to be accounted for. High rents are an un-
doubted spur to industry. The farmer who pays much for
his Jand, knows that he must be diligent or starve. Land of
30s. an acre must yield good crops, or its occupier be ruined,
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“Whatever be the nature of the soil, that circumstance will
make it yield them. In no part of England, where rents are
low, is there good husbandry. Norfolk is not an exception:
the waste parts of that county were thrown into very large
farms; the soil would yield nothing without marling; conse-
quently none hired it but men who were either rich or could
command money. A first expense of three or four pounds an
acre is, considering the value of ready money to a farmer, no
low rent. Wherever land is under-let, twenty to one but the
farmers are slovens, unless some such circumstance operates.”}

Many similar passages may be found in other parts of the
same work, and in Young’s other publications. Indeed, all
the most intelligent writers on agriculture are agreed in
regard to the injurious influence of under-renting. We
have already referred to the account given by Mr Caird
of the Duke of Cleveland’s estate, which is let greatly be-
low its value. In another part of his work the same
gentleman writes as follows:—¢ Rent is very capricious, -
often more regulated by the character of the landlord or his
agent, and the custom of the neighbourhood, than by the
value of the soil or the commodities it produces. There is
not a county in England where this is not exemplified. On
one estate we shall find land let at 20s. an acre; and on the
next, farms of the same quality and with the.same facilities of
conveyance, let at 30s. With farmers of equal skill and
enterprise, this difference of rent remains in the'pocket of the
fortunate tenant who holds under an easy landlord. But
exertion is generally the child of necessity, and the man who
must pay 30s. is obliged to be industrious, while his neigh-
bour may be indolent, and in that case the difference of rent
is lost to all, because indolence leads to diminished production.
The active and industrious man employs more labour to raise
an increased produce, that he may be enabled to pay his higher
rent.”? A

_ 1 « Six Months’ Tour in the North of England,” iv, 343.
! « English Agriculture” in 1850-51, p. 477, the best work on the
subject which has appeared since the “ Tours” of Arthur Young. Mr
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‘Subletting and Subdividing.—The question whether tenants
should be permitted to sublet their farms, has been variously
argued. It is alleged in its favour, that were it allowed,
skilful agriculturists, with adequate means, would take un-
improved or exhausted farms; and that, after bringing them
into good order, and subletting them for a profit, they would
take others, and so accelerate the progress of improvement.
But it is contended by parties better informed on such
matters, that this expectation neither has been, nor is at all
likely ever to be, realised. The supposed speculation is too
hazardous; and no prudent tenant will lay out money on
improvements unless he has resolved to occupy the farm
himself, or knows that he may sublet it to one of equal skill
and means. There is no doubt, too, that the granting of
power to sublet, tends in some degree to weaken the exer-
tions of the occupier. When a man enters upon a lease
for nineteen or twenty-one years, which he cannot transfer
to another, he loses no time in undertaking such improve-
ments as he supposes will be advantageous; for as he knows
that his interest in the farm will terminate with his lease,
he also knows that the longer the improvements are de-
layed, the less profitable will they be. But to produce
this effect in its full extent, the lessee must be impressed
with the conviction that he or his heir is to occupy the
farm during the entire lease. Parties who might not avail
themselves of the privilege of subletting, might neverthe-
less, were it granted, hesitate about it; and the effects of
this hesitation would very soon appear in their management.

Davis, in his “Agriculture of South Wales,” mentions an instance of a
gentleman who expended £20,000 in improving the lands of his tenauts,
without charging them a sixpence of additional rent. He died; and his
successor being of a different cast, left off improving, and tried what might
be done by doubling rents! And Mr Davis says, that however painful to
relate, this advance of rent, though considered oppressive in the first
instance, did more to promote improvement and the interest of all parties,
than all the benevolence of the preceding proprietor. ¢ The tenants
were now compelled to do themselves what another did for them before.”
~—Agriculture of South Wales, i. 165.
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It may, perhaps, be argued, that the'.concession of the
privilege in question would not make a farmer lessen his
exertions, seeing that the more they were improved, the
higher would be the rent for which the lands would sublet.
And this, no doubt, would hold good to a certain extent.
- But it must be recollected that a tenant bound to occupy a
farm during the entire lease, has only to satisfy himself that
an improvement will be profitable; whereas, if he may sublet,
and intends to avail himself of that power, or is hesitating
about it, his remuneration for any outlay will depend upon
his being able to satisfy others that it may be returned with a
profit. Tenants so situated, are therefore led, if they under-
take any improvements, to attempt such only as most readily
strike the eye, and appear advantageous; while those really
more beneficial ones which® they would have undertaken had
they felt assured, from the outset of their leases, that they
would have to hold the farms to their close, are not thought
of at all, or are postponed to some future period. ]

But though, as a general rule, subletting should be pro-
hibited, there are a few cases in which it may be advantage-
ously allowed. If a man who has laid out a considerable sum
on a farm, die during the currency of a lease, leaving a widow
and a family of young children, it would be difficult to vindi- -
cate the policy of hindering them from subletting the farm
in the event of their thinking it expedient. And, to obviate
the hardship of such cases, and give additional security to
tenants, it might be stipulated, in letting farms, that the lessees
should occupy them during their own lives; but that, in the
event of their death, their heirs might either occupy or sublet
them.

Being contrary to the common law of Scotland, no farm,
unless it be expressly authorised in the lease, which is seldom
the case, can be sublet. For the reasons previously stated,
this law has undoubtedly conduced to the advantage of
agriculture. But instances have occurred, when, owing to
the death of the tenant, and the want of any special provision
to meet that contingency, it has been productive of consider-
able hardship.
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In some, though luckily in but few cases, the power of sub-

dividing, as well as of subletting, their farms, is granted to
tenants. But no ordinarily prudent landlord will ever, under
any circumstances, concede such a power. Where it is
granted, a farm, which is not more than adequate for a single
tenant, may, previously to the termination of a twenty-one
years’ lease, and indeed of one much shorter, be divided among
some ten or a dozen beggarly occupiers. And the situation
of the neighbourhood may be such as to render it very diffi-
cult for the landlord to get rid of such parties, and save his
property from ruin.
- In Scotland, and some other countries, leases are considered
in the light of an inalienable estate, and descend, unless special
provision be made to the contrary, to the heir-at-law of the
tenant, to the exclusion of assignees and subtenants. And,
notwithstanding the apparent stringency of this law, it has
been found to answer extremely well in practice. In other
countries again, as in England, leases are regarded in the
light of a moveable property, and unless prevented by a posi-
tive stipulation, descend equally to the children, and may be
assigned to others. Here this regulation has not been pro-
ductive of any bad effects, a circumstance which may be
ascribed principally, perhaps, to the great extent of land occu-
pied by tenants whose tenure does not depend on any precise
agreement with their landlords, but on the custom of the
estate or district. Farms held under these tenures, are not
generally divisible amongst the children in the event of the
death of the occupiers. And when estates are let on lease,
or under equivalent engagements, it is customary to prohibit
subdivision. In addition to these checks, the poor laws have
inspired the landowners with a salutary dread of the too
rapid increase of the agricultural population ; and have made
them take efficient measures to hinder the splitting of farms,
and the building of unnecessary cottages.

In Ireland, where the law as to leases is the same as in
England, but where the checks that have hindered subdivi-
sion and subletting in the latter did not exist, these practices
have been carried to a ruinous extent; and did more, per-
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haps, than anything else, to injure agriculture, and to over-
spread the land with a redundant and a beggarly population.

It hence results, that in the leasing of land, subletting and
assigning, except in the event of the occupier’s death, should
be disallowed ; and that the prohibition of subdivision should
be a fundamental condition in all leases and tenures, what-
ever their description.

Entry to Farms.—There is a great difference in different
places in regard to the conditions under which tenants succeed
each other. The practice in Kent, and most-part of the
southern_counties, is to oblige the entering to pay the out-
going tenant, by a valuation, for the crop on the farm, for work
done in ploughing, fallowing, etc., and for manure and other
items. Messrs Kennedy and Grainger have shown, in their
valuable work on the Practice of Tenancy, that this custom is
highly-objectionable, and that it has a powerful influence in
keeping agriculture in a backward and depressed state. It
obliges the new tenant to pay for articles which, probably, he
does not want, and for work which he has not superintended,
and which, perhaps, is not well executed, or executed to his
mind. In consequence, too, of this practice, a large proportion
of the tenant’s capital is swallowed up at the moment of his
entering the farm, and when, of course, it is of most import-
ance that he should have his entire funds under his control.
The gentlemen now referred to affirm that, ¢ in many counties
in England, a farmer entering upon 200 acres of land, with a
capital of £1,500, has to pay, according to the custom of the
place, £1,200 upon a valuation, and for stock, leaving him
only £300 to carry on his business ; whilst in the north, and
in Scotland, a farmer may enter upon the same quantity of
land, having no valuation to pay, with only £800, and, after
stocking his farm to the best advantage, have the same sum
left that the other has, with much better opportumtles of em-
ploying it profitably.”*

The same gentlemen observe, in reference to Kent, where

1 Practice of Tenantry, Introduction, p. 16.
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a very large sum has usually to be paid by the entering to
the outgoing tenant, that ¢ if his (the new tenant’s) first year
turns out bad, he is irretrievably ruined ; which is and has
been the case with hundreds, who, having entered upon a farm
with all the money they could raise, have nothing left to carry
it on, in the event of declining markets, or a wet season,
affording thewmn an unfavourable price for the produce of their
first harvest.”?

The sooner this practice is changed the better. In Scot-
land, the usual term of entry to a farm is Whitsuntide; the
outgoing tenant having liberty to cut the crop, and to use the
barns for its thrashing, but being obliged to leave the straw to
his successor. The outgoing tenant is always compelled, by
the terms of his lease, to leave a certain proportion of his lands
in green crop or fallow; but for this the new tenant pays
nothing ; and as, speaking generally, the outgoing tenant
enters into some other farm where the like practice prevails,
no injustice is done to any one; while each commences opera-
tions with an unimpaired capital, which he disposes of accord-
ing to the best of his judgment. This,and the plan of granting
leases for periods of nineteen years certain, with judicious
stipulations as to management, form the peculiar excellence
of the Scotch system. ¢ It is these that render estates in
Scotland so much more valuable than in England, the rents
in the former being nearly double what they are in the latter.
It is true that in Scotland the tenants pay no taxes or rates;
but, after deducting for this, rents would still be higher
(allowing for the measure) by 5s. an acre, than they are in
England ; and, under the Scotch system, a farmer would de-
rive a greater advantage from paying an additional 5s. per
acre, than he would by entering upon a farm subject to a
valuation, even at a deduction of 5s. per acre; thus making

a difference of no less than 10s. an acre.”?

Claims for Unexhausted Improvements.—The previous state-

1 Practice of Tenantry, p. 250.
2 Ibid, Introduction, p. 16 ; and see post on the « Tepant’s Right” in
Ireland. -
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ments appear to be pretty decisive in regard to the question,
which has latterly been a good deal discussed, of allowing
tenants about to leave farms, a claim to the value of unex-
hausted improvements. The recognition of any such claim
would be most mischievous, and is, indeed, quite at variance
with the principle of occupancy for specified terms, Tenants
holding under leases for such terms are.anxious, as already
seen, to undertake all necessary works with the least possible
delay, that they may derive from them the largest amount
of profit. But if they could make a charge at the close of
their leases, for unexhausted improvements, it would be com-
paratively indifferent to them when they began operations,
and the undertakings most indispensable might be indefinitely
deferred. Although, however, these results should not follow,
as they would necessarily do from the introduction of this
practice, it would give rise to-others of a still worse descrip-
tion. The occupancy and improvement of land would be
associated with all sorts of frauds and abuses; shams would
be substituted for realities; and skilful impostors would fatten
on pretended improvements. How is the value of what is
called an unexhausted improvement to be ascertained? It is
obvious that no fixed rule or standard can be appealed to in
deciding upon such questions. They must be left to arbi-
tration. And, considering Liow 1mpract1cable it is to ascertain
anything of their real value, with the ignorance and the
biases of those who would have to be taken for arbiters,
full scope would be given to every variety of jobbing and
trickery. Every one who knows anything of the nature
of the valuations effected in England, though in general
they comprise only the values of plonghings, standing crops,
and collections of manure, must wish for their suppression.
They are, in truth, a mere tissue of abuses. On this
point the following statement by Mr. Caird is quite con-
clusive :— v

¢ In our letter from the West Riding we referred to a cus-
tom, existing in the southern part of it, of compensation to
the out-going tenant for certain acts of husbandry and un-
exhausted improvements ; or, as they are more briefly termed,
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¢ tenant right” In no other part of Yorkshire have we met
with this custom ; and we have not the slightest hesitation in
saying, that any dispassionate observer who will compare the
state of farming in that part where it exists with the general
average farming of the East and North Ridings, where it
never has existed, will at once affirm that it has not produced
a better style of farming. On the contrary, the farming of
the southern division of the West Riding is not to be com-
pared in any single point with that of the wolds of the East
Riding, or the better farmed Jands along the Quse and Hum-
ber, or in ITolderness, or the North Riding. And we were
assured by an extensive farmer of much experience in the
West Riding, who has himself had to pay this tenant right,
and is therefore familiar with its operation, that it leads to
frauds of every kind,—which, in truth, cease to be counted
frauds, inasmuch as the party who suffered at his entry feels
himself justified in retaliating on his successor, Instances
have been known of toll-men being bribed to sign for false
quantities of manure as having passed through their bar ; and
it is quite common to secure the services of a valuator, not
according to his character for skill and justice, but mainly in
reference to his skill in getting up and carrying through a
¢ good’ valuation. One absurdity of the system is, that five
¢ dressings,” or preparatory ploughings and harrowings, are, as
a matter of rule, charged against the last turnip crop, though
very-possibly two or three such dressings at the utmost are
all that a skilful farmer would himself bestow. So sensible
are the valuators of the haphazard nature of their awards,
that they, in rendering their account, specify each item for
which a charge is made ; but, to prevent unnecessary ques-
tions, they put down no sum opposite to that item, contenting
themselves with a single and lump sum for the whole at the
last. In what other -branch of business would such a blunder-
ing system be tolerated? The best farmers are now desirous
of having certain points restricted, and believe that it would
be a benefit to their class if the landlords-would purchase up
and put an end to many of its vexatious exactions. An enter-
ing tenant who has to pay down in cash a considerable portion
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of his whole capital for a doubtful benefit, the return from
which he cannot reap till he himsélf quits the farm, is greatly
crippled in his means at the very outset ; and it is notorious
that some farmers are become so expert in the trade that they
make a business of taking a farm for a few years, and then
quitting it with a high valuation. We repeat that, to what-
ever other consequences this custom may lead, whether to
landlord or tenant, it has not, in the southern division of the
West Riding,-conduced to superior farming.”?

Now, if such statements may be truly put forth with refer-
ence to the valuations which are at present made in England
what would they be if they referred to bygone outlays, to
drains executed at some distant period, to manures already
ploughed down and incorporated with the soil, or to twenty
other things of which none could tell the value? And
hence, whatever changes may be introduced into the tenures
under which lands are held in England, it is to be hoped that
the quackish proposal in regard to unexhausted improvements
may not be one of them. It is altogether incompatible with
anything like either good husbandry or fair dealing. And there
is not even a plausible pretence in its favour; for, when
tenants are secured in the possession of their farms for specified
terms, it is their own fault if they make any outlays without
an adequate return ; and the loss they may in consequence
incur, is but a proper penalty on their delay or ignorance, or
both. Even in the limited extent to which the proposed
scheme exists at present, it is found to be most injurious ; and
few things would do so much to facilitate improvement, as the
total suppression of the payments that are now made by enter-
ing to out-going tenants.

Letting of Land by Fine—Letting of lands for a number of
years, generally seven, by fine (Scotticé grassum), was formerly
customary in England ; but is now rarely practised, .except
upon estates belonging to the church and the universities,
where it still retains its ascendancy. It is one of the worst

! English Agriculture in 1850-51, p. 328.
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modes of letting that can be adopted. ¢ This practice,” says
Adam Smith, “is, in most cases, the expedient of a spend-
thrift, who, for a sum of ready money, sells a future revenue
of much greater value. It is in most cases, therefore, hurtful
to the landlord. It is frequently hurtful to the tenant; and
it is always hurtful to the community. It frequently takes
from the tenant so great a part of his capital, and thereby
diminishes so much of his ability to cultivate the land, that he
finds it more difficult to pay a small rent than it would
otherwise have been to pay a great one.”!

The practice of letting land by fine was latterly beginning
to make considerable progress in Scotland, at least on the
estates of entailed proprietors. And had it been legal, it
would, no doubt, from its giving heirs in possession the
means of procuring an immediate advantage at the expense
of their successors, have been pretty generally followed.
Happily, however, the House of Lords found, on the question
being brought before them, that the practice was illegal, and
quashed a system inimical to agriculture and to the public
interests. It seems highly expedient that the legislature should
interfere to put an end to the practice of letting church and
college lands by fine.

Tenant’s Right.—The prevalence of what is called “ tenant
right” in Ulster, and to a considerable extent in the other pro-
vinces,is a remarkable feature in the economy of Ireland. Ithas
been defined by Mr Hancock, agent to Liord Lurgan, to be ¢ the
sum of money which the new occupier must pay to the old one
for the peaceable enjoyment of his holding, or his good will.”?
It varies in value, according to circumstances, from £5 to
£20, and upwards, per statute acre, and sometimes, in fact, is
about equal in value to the fee-simple of the land. Different
opinions have been entertained as to the origin of this singular
right; by some it is said to have had its source in old feudal
relations. But the better opinion seems to be, that it origin-

1 Wealth of Nations, p. 374.
.2 Occupation of Land Commission, i. 1483.
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ated in payments made by tenants entering into possession’ for
improvements made by those leaving the land; and that it
has grown into a custom, enforced in cases where no improve-
ment whatever has been effected, from land being all but
indispensable to the existence of the occupiers, and from the
odium which attaches to any one who takes land held by
another.

But- however it may have originated, it is a custom sub-
versive, in great degree, of the right of property, and highly
injurious. It would be to no purpose to repeat the argu-
ments by which we have already endeavoured to show the
inexpediency of allowing tenants to make claims for un-
exhausted improvements, or for work executed on farms during
the last year of their occupancy. The recognition of: such
claims is good for nothing unless it be thought desirable to
encourage fraud and litigation. In Scotland, where no
tenant right exists, or ever was heard of] there is no dis-
inclination on the part of the occupiers to lay out. capital on
improvements. And though it may be said that this is a
consequence of their holding under leases for terms suffi-
cient to secure them the full benefit of any outlay they may
make, yet the want of leases is no excuse for attempting to in-
troduce a claim for unexhausted improvements or for tenant
right. If a man holding under a tenure, terminable at six
months’ notice, choose, for example, to lay out money on
furrow-draining, he takes upon himself the risk of such a
proceeding. And thisrisk is, in the majority of cases, really but
trifling. For landlords are well aware, that were they prema-
turely, and without good cause, to eject tenants who had im-
proved their farms, they would not only be exposed to a
storm of reprobation, but would effectually prevent another
sixpence from being expended on their estates. It is in truth
quite as much for the interest of the landlords as of the
occupiers, that the latter should not be capriciously dealt with ;
and the conduct of the great majority of English l'mdlords,
shows that they are fully alive to the importance of this prin-
ciple. It is only when estates are sold, or come into the
hands of new. proprietors, that the tenants run auny very con-
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siderable risks; and it is the peculiar merit of leases, that they
obviate these, and give perfect security to the occupiers.

But even if a recognition of a claim to unexhausted improve-
ments were as beneficial as it would be mischievous, that
circumstance would go for little or nothing in vindicating
tenant’s right, as the phrase is now understood in Ireland.
It is claimed on lands that bave been notoriously deteriorated,
and even when the tenants have been evicted for non-payment
of their rents. It is now, in truth, neither morc nor less than
a customary fee or premiumn paid by the entering tenant to
insure himself against outrage and assassination. And every-
where, except in Ireland, it would be seen to be for the interest
of all classes that such a custom should be suppressed. Its
existence is an undisguised invasion of the right of property,
and a disgrace to government, whose functions it pretends to
usurp. No doubt it contributes to hinder the eviction of the
tenantry; and that is really one of its-worst effects. Itisa
contradiction, and an absurdity, to suppose that landlords will
either consolidate their estates into too large farms, or dismiss
really deserving ténants. And this so-called right, by making
it considerably more difficult to get rid of superfluous and
improper tenants, is a principal cause of that subdivision of
the lands, and of those bad practices which disgrace Irish
agriculture.

The claim for tenant right, by swallowing up the capital of
an entering tenant, has all the injurious effects which, it has
been previously seen, result from letting lands by fine. It
is farther injurious to the occupiers, and indeed to all classes,
by its tendency to neutralise the difference between liberal
and illiberal landlords. For a tenant entering to a farm be-
longing to a liberal and an improving landlord invariably pays
a proportionally larger sum as tenant right, and conversely
when the landlord is of an opposite character; so that the
good qualities of the proprietors, under this preposterous
system, really redound more to the advantage-of the tenants
leaving the estate, than of those who come to live upon it!

The comparatively flourishing state of Ulster has been
ascribed to the prevalence in it of tenant right; whereas it
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is ‘wholly a consequence of the greater industry and intelli-
gence of the inhabitants, very many of whom are the descend-
ants of English and Scotch settlers, Tenant right 1s quite as
prevalent in some of the most backward and depressed districts,
as in Down. And though, in certain cases, its influence may
be overcome by countervailing circumstances, there can be no
question that it is everywhere a most formidable obstacle to
improvement and good management.

But, how desirable soever, it is not easy, seeing the univer-
sality of the practice, to suggest any means by.which it may
be got rid of. 'We are, however, inclined to think that this
might be’effected by the landlords, on a change of. tenants,
paying the tenant right to the outgoing tenants, and admitting
the new tenants without any charge on that account, on
their renouncing all claim to any tenant right on their
leaving their farms, or being ejected from them.- There
would be no injustice to any one in an arrangement of this
sort; and were it steadily acted upon, it would get rid of a
practice which is highly detrimental to agriculture; and which,
if let alone, will most likely end in the absorption of the entire
rights of the present proprietors,



AN ESSAY

SHOWING THE

ERRONEOUSNESS OF THE PREVAILING OPINIONS

IN REGARD TO

ABSENTEEISM.

Havineg had the honour to be examined in 1825 by a com-
mittee of the House of Commons on the state of Ireland,
I ventured to contend, that the outcry against absentee
expenditure was unfounded, that it was not really injurious,
and that it had nothing, or very little, to do with the distress
so long prevalent in the sister island. On being“published,
this evidence was received with a loud burst of reprobation.
Had I written an essay in defence of robbery or assassination, it
could hardly have met with a more unfavourable reception,
“ 1logical,” ¢ drivelling,” ¢ unprincipled,” ¢ venal,” and
“ profligate,” were not, by any means, the worst of the
epithets that were applied to it, and to its author. And yet,
singular as it may appear, all this boisterous indignation was
directed against a very obvious application of those free-trade
principles which have since happily gained the ascendant. It
had previously been established, and is now universally con-
ceded, that gentlemen who consume nothing in their families
but what is brought from abroad, are quite as good, as useful,
and as meritorious subjects, as they would be did they consume
nothing but what is produced at home. And such being the
case, it will -require.a sharper eye than has yet looked at this
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subject, to discover the great injury which is said to be done
by their going abroad. If free-trade be a good thing,
absenteeism cannot be a bad thing. And those who join the
chorus in favour of the former, had better, if they would
have it supposed that they know anything of the matter, say
as little as pos51ble to the prejudice of the latter. The sub-
joined essay is taken, with no very material variation, from
the Eighty-fifth Number of the ¢ Edinburgh Review,” Novem-
ber 1825. It helped to stem the torrent of abuse, and has
yet to be answered. .

With very few exceptions, most of those who have inquired
into the causes of the peculiar state of Ireland, from Sir John
Davis and Mr Laurence, down to Lady Morgan and Mr
Southey, have joined in ascribing a large share of the
poverty and turbulence of its peasantry to the non-residence
of the principal proprietors. It must be admitted, too, that
this opinion seems, at first sight, to be as well founded as it
has been. universal. The wealth which is sent abroad to
absentee landlords and capitalists, seems to be entirely lost
to the country; and to occasion a proportional diminution
of its means of supporting and employing the people who
remain in it; at the same time that the inferior classes lose
the various benefits derivable from the residence of the gentry,
and the protection and assistance which, it is taken for granted,
they would afford them did they live on their estates.

But after weighing these statements, and giving the sub-
ject a good deal of consideration, we confess that we see no
grounds for. joining in the clamour which has been so long
and so loudly raised against absenteeism. The character of the
people of Ireland, and the peculiar circumstances under which
they have in other respects been placed, are quite sufficient
to account for their degraded condition. And it will not, we
think, be difficult to show, that the non-residence of the land-
lords is, if not entirely innocuous, of so very little importance,
that it may safely be left out of view in estimating the causes
- of Irish misery. = '

Absentee landlords are said to be injurious, first, and prin-



ABSENTEEISM, 225

cipally, because they spend that wealth in another country,
which, were it spent at home, would afford employment to
a number of tradesmen, labourers, and industrious people;
and, second, because the country is deprived of the moral
benefits which would result from their residence, and the
peasantry left to be fleeced and plundered by those who have
no permanent interest in their welfare, and whose only object
is to benefit themselves. We shall offer a few remarks on
each of these heads, '

With regard to the first, or the disadvantage supposed to
be occasioned by the landlords spending® their incomes in
another country, it will not, we think, be difficult to show that
it is all but imaginary. The rents of the Irish absentee land-
lords are said to amount to four, or four and a half, millions.
We suspect that this statement is a good deal exaggerated ;
but assuming it to be accurate, the primary question is, how
are these rents remitted to them? Now, as there is no excess
of specie in Ireland, and Bank of Ireland notes do not cir-
culate in England, it is obvious that they cannot be remitted
except by exporting an equivalent amount of Irish raw pro-
duce and manufactures. Were the absentees to return to
Ireland, there would be an increased demand for commodities,
or labour, or both, in the home niarket, to the extent of four,
or four and a half, millions. But it is plain that this in-
crease of demand in the home market, would be balanced by
an equal diminution in the foreign market. And unless it were
shown that foreign merchants trade for smaller profits than the
home merchants, we must be satisfied, on the first blush of the
matter, that the expenditure of those landlords who reside in
London or Paris, it is- no matter which, contributes as much
to promote industry in Ireland, as if they resided in Dublin or
Cork. -

It may be said, indeed, that the rents of the absentees are

1 1t is to be carefully observed, that this discussion refers only to the
SPENDING of income, or to its outlay and consumption in housekeeping,
and the expenses necessarily connected therewith. It must not be mixed
up or confounded with anything else.
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neither remitted in specie, nor in bank-notes, nor in Irish pro-
duce, but in drafts on foreign merchants, or bills of exchange.
But what, may we ask, is a bill of exchange? Is it not an
order addressed to an individual residing in another part of
the same, or in a foreign country, directing him to pay a debt
he has already contracted, or is about to contract, to the drawer
of the bill, to some other party specified by him? Notwith-
standing their liberality, the merchants of England would
hesitate not a little, before they furnished the Irish absentees
even with four thousand pounds, without receiving an equiva-
lent, that is, without receiving four thousand pounds worth
of Irish produce. This, then,is the manner in which absentee
expenditure operates. The agent of an absentee landlord,
after collecting the rents of his principal, say £10,000,
buys a bill of exchange with this sum from an Irish mer-
chant. ~And the latter, in order to supply his correspondent
in London, Liverpool, or Paris, on whom the bill is drawn,
with funds to pay it, must, for it is in no respect
optional with him, go into the Irish market and buy
£10,000 worth of the raw or manufactured products of the
country, and send them to the order of his correspondent.
Where, then, is the difference to Ireland, in so far as the
demand for commodities is concerned, whether the land-
lord be or be not resident? When resident, he expends his
rent partly on Irish produce, partly on foreign produce im-
ported into Ireland in exchange for Irish produce, and partly
on wages. And when he is not resident, his agent pays it
away for a bill of exchange of the same amount to a
merchant, who lays it wholly out in the purchase of Irish
produce fitted for exportation. The products and services
bought are not the same in both cases; but the same sum
goes in both to reward Irish industry and labour. However
it may be turned or twisted, it will be found, on analysing
any case that may be presented, that this is the whole differ-
ence, in so far as expenditure is concerned, between a resi-
dent and a non-resident landlord. The one exchanges his
income for Irish commodities, or their equivalents, which he
bﬁngs into his house in Ireland, and consumes there; the
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other also, through the merchants, who furnish him with
bills, exchanges his income for Irish commodities, which,
or the equivalents for which, he brings into, and consumes
in his house in London or. Paris. And, therefore, unless the
mere locality of consumption be advantageous, it follows
that the expenditure of that portion of the annual revenue
of a nation, which is sent abroad to absentees, contributes
as effectually to the general advantage as the expenditure
of any other portion of revenue. It is never, in short, by
sending abroad revenue, but by sending abroad the capital
by whose agency revenue is -produced, that nations are im-
poverished.

Though rents were remitted to the absentees in specie,
it would not affect the previous reasoning. Ireland has
no mines of gold or silver. If she send these metals to
England or France, she must previously obtain them in re-
turn for an equivalent amount of Irish produce: and the
gain on selling it to the merchants of California or Au-
stralia, will be quite as great as any that could have been
realised by selling it to the landlords, had they remained at
home. At bottom, the notions respecting absentee expendi-
ture, differ but little from those so long prevalent with respect
to the balance of trade. It is now above a century since
Swift, not in jest, but in good sober earnest, informed his
believing and admiring countrymen, that they had only about
£500,000 of cash ; and that, “ out of this scanty stock,” they
had to remit a nett million a-year to England ! Those who
believe in the possibility of such a state of things, may con-
scientiously think, that the poverty, the everlasting agitation,
and the éssassinations which distract and disgrace Ireland,
are owing to its beef being roasted, and its linen worn, in
London and Paris, rather than in Dublin and Cork.!

1 1t is singular how the palpable contradiction and absurdity of state-
ments like the above did not make them be scouted by all reasonable per-
sons, and awaken suspicions in regard to the alleged disastrous influence of
absenteeism. But, instead of this, they were appealed tfo for a lengthened
series of years, as if their anthority had been unquestionable. In 1729,
Mr Thomas Prior, the friend and correspondent of Bishop Berkeley and
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We have sometimes, indeed, heard it alleged, that it is 2
mistake to suppose that absenteeism increases the exports from
Ireland ; that they take place because its principal products
are well fitted for the markets of England and other countries ;
and that, while the foreign demand for Irish products is not
increased by the non-residence of the landlords, the home de-
mand for them is very much diminished. This, however, is
one of those unlucky statements which contradict and con-
fute themselves. Let it be supposed—which is certainly
not the case—that the exports from Ireland are not -aug-
mented in consequence of the remittances to absentees: It is,
on this hypothesis, sufficiently clear, that the imports which
would otherwise take place of English and foreign pro-
duce into Ireland -must be diminished by the whole amount
of the bills drawn in favoir of the absentees; for it would
follow, were this not the cas€, that the latter must either sub-
sist on charity or on the air! -If, then, the absentees were to

the Earl of Chesterfield, and a gentleman in other respects of great
candour and good sense, published his treatise on“¢ Irish’ Absentees.”
Among other matters, it contains a list of the absentees, with an esti-
mate of the sums annually remitted to each, the aggregate being
£627,799, which, he says, is entirely sent to them in treasure; and then he
adds, “ This is so great a burden upon us, that, I believe, there is not in
history an instance of any one country paying so large a yearly tribute (})
to another.”—(P. 20.) Mr Prior next goes on to show, that ¢ the most
sanguine do not reckon that we have £400,000 of cash now remaining
(amongst us) ; and if so,” he reasonably enough concludes, “’tis impos-
sible to subsist much longer under such a drain.”—(ZLoc. cit.) A sixth
edition of this tract was published, with notes, in 1782, more than half a
century after it had first appeared. And yet, notwithstanding the cash in
circulation in Ireland had increased, in the interval, and in the teeth of
this alleged drain of £628,000 a-year, from £400,000 to above £2,000,000,
the statements put forward by Prior in the earliest editions are repeated,
with a eulogy on their correctness, and on his sagacity and foresight! It
would really seem, that in this, as in some other things, the universality
and intensity of belief, have been directly as the folly and falsehood of
the thing believed. Even so late as 1829, a right hon. gentleman was
kind and considerate enough to commiserate the ¢ discredit” we had
“done to our logical powers,” by endeavouring to show the degree of
weight to be attached to the statements of Prior, Swift, and others.
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return home, and the same amount of Irish produce were to
be exported, all the English and foreign commodities, on
which the absentees subsisted when abroad, would henceforth
be imported into Ireland; and there could not, under such
circumstances, be any increase of demand, how trifling soever,
in consequence of their return, for Irish produce.

It is said, however, that these statements prove too much.
That the same reasoning which shows that the remittance of
rents to absentees is not injurious, will equally show that a
tribute may be paid to foreigners without injury to those who
payit! But the slightest reflection will suffice to convince any
one, that remittances to absentees are not identical with re-
mittances on account of tribute, but totally and completely
dissimilar. Suppose that a quantity of linen is exported from
Ireland to Liverpool on account of an absentee: If the ab-
sentee return home, this exportation will of course cease; but
what will Ireland gain by its cessation? His rent may no
longer be employed to purchase linen; but if not, it will be
employed to purchase other articles, which he will of course
consume in his own family. The fact of his being in Ireland
or out of it, neither adds to nor detracts from the means
of living possessed by other individuals. So long as those
who consume, and the value of the products which they
consume, continue the same, a change in the place of con-
sumption affects themselves only. The case of a tribute is
in every respect different. If the -remittances to Irish ab-
sentees were put a stop to, those to whom they are sent would
return to Ireland, and would consume them there. But if
the same remittances were sent as a tribute to a foreign
country, there would not, in the event of its ceasing, be any
one to return to Ireland; and there would, in consequence, be
so much additional wealth left in the pockets of its inhabitants.
Nothing, therefore, can be more absurd and contradictory than
the statements so frequently put forth by Irish newspapers and
demagogues, comparing the remittances to absentees to a
tribute, and complaining of the injury which Ireland sustainsin
sending abroad so large a sum, for which she gets no return.
It is quite obvious that she gets an ample return. The remit-
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tances in question consist of the rents of land, or the profits or
interest of stock belonging to absentees; and in making them,
Ireland discharges a debt which is justly due, and which she
would equally have to discharge were the absentees to return
to their estates. Suppose that the rental of an Irish property
amounts to £1,000 or £10,000 a-year, it is a matter of indif-
ference to Ireland whether the owner consume annually £1,000
or £10,000 worth of Irish commodities and services in Ireland,
or have an equivalent amount of them sent to a London or
Paris merchant on his account. To talk of a return in ‘either
case is absurd ; unless by return be meant the extinction of a
debt due to the party, which is quite as easily and as effectually
discharged in the one way as in the other.

But the opponents of absenteeism contend that this reasoning
involves a fallacy; that the greater portion of the raw produce
and manufactures which are sent to absentee landlords, would
have been exchanged by them, had they remained in Ireland,
for the products of the various Irish tradesmen, for which
every opulent individual must always have a demand; but
that, when they live in London or Paris, they employ them
in paying the wages of English or French tradesmen, who
consequently gain an advantage at the expense of those of
Ireland. Plausible, however, as this statement may appear,
it is altogether fallacious. Suppose that any given number of
landlords, residing at present in Ireland, and laying out their
incomes partly on English manufactured goods and colonial
products, and partly on products of Irish art and industry,
emigrate to England or France; and suppose farther, that the
identical Irish commodities which' they are in the habit of
using in Ireland are sent after them to their new residence:
In this case, it is obvious, in the event of the absentees
taking their servants along with them, that the wealth of
Ireland would be in no degree affected by the change in their
place of residence. And what, in point of fact, is the value of
the difference between this hypothetical case and the actual
case of the absentees from Ireland or any other country?

~When the Duke of Leinster leaves Carton to establish himself
in Carlton Terrace, it is probable that the same articles may
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not be used by him in London that he would have used had
he continued in Ireland. But if not, the difference is imma~
terial ; for such of them as are English or foreign must be
obtained, directly or indirectly, in exchange for an equivalent
amount of Irish produce of some sort or other. How idle,
then, to accuse absenteeism of weakening the stimulus to in-
dustry, and lessening the demand for labour !

Absenteeism may, and indeed most frequently does, occasion
a partial change in the species of labour in demand. But
this is all it can do; and for anything that we can, & prior,
know to the contrary, such change may be advantageous. Raw
produce and linen are the articles in which it is at present
most for the advantage of Ireland to remit rents to absentees.
And, supposing them to return to Ireland, a less amount of
their rents would be laid out on these, and a larger on other
things. But this would not occasion an increase of the total
demand for labour; for if, under such circumstances, more
people were employed in one way, fewer would be employed
in another. If a non-resident landlord lay out his rent in
the purchase of corn, which requires the labour of 100 men
for its production; and if, on returning home, he lay it out
in the purchase of manufactures, also produced by 100 men,
the aggregate demand for Irish labour is nowise affected by
the change.

Not only, however, would the demand for labour not be
increased, but there are ten chances to one that it would be
diminished by a change like that now supposed. A greater
number of labourers are almost uniformly required to produce
£500 worth of corn, than to produce £500 worth of manu-
factured goods. Our readers are aware that Smith’s theory
of the superior advantageousness of agricultural industry, is
founded on this circumstance, or on its being supposed that,
when two equal capitals are employed, one in agriculture and
the other in manufactures, the former affords employment to
many more individuals than the latter. And those who dissent
from this theory do not deny the assumption on which it is
founded ; but contend that it is not by the number of people
which different businesses employ, but by the nett profit
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which they respectively yield, that their comparative ad-
vantageousness is determined. The recommendation of a
system that would certainly occasion & considerable diminu-
tion in the demand for labour, is, however, a pretty good
example of the Irish mode of providing employment for a
people.

Baut, though they will not bear examination, the prevalent
notions respecting absentee expenditure appear, on a super-
ficial view, natural and well founded. When a wealthy land-
lord resides on his estate, there is generally, in some contiguous
village, a number of little tradesmen and manufacturers who
work on his account, and who, it is alleged, will be thrown
out of employment, and left wholly destitute, in the event of
his removing to another country. This statement is founded
on an entire misapprehension of the nature of profits. Those
who clamour against absenteeism, take for granted that retail
dealers, tradesmen, and manufacturers, live at the expense of
those who employ them, or who buy their products. Certainly, -
however, they do no such thing. They are not so very de-
pendent as they are believed to be by others and by themselves.
They are not maintained by the demand of the public, but by
their own wits and industry. Of these they cannot be de-
prived; and as they have supported them hitherto, they will
support them in all time to come. The bootmaker, who
sells boots at 50s., which cost him only 40s. of outlay, does
not make the 10s. of profit at the expense of his customers.
He produces, in a given time, 4 pair of boots equivalent to, or
worth in silver 50s., while the various expenses to which he
is necessarily put in their manufacture, amount, when rated
in the 'same medium, to 40s. And his customers all do the
same; they all make similar profits in their respective busi-
nesses ; that is, they produce quantities equal to 50, by an
outlay of 40. Consequently, in exchanging corn, cloth, or
silver for boots, one party gains nothing at the expense of
anothers Profit is, in every case, the result of more being
produced in given periods than is consumed in them. The
advantage of exchanging one commodity for another, con-
sists in its.enabling labour to be subdivided, and commo-
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dities to be produced, in the best and most expeditious
manuer.

The various manufacturers and tradesmen employed by a
resident la.ndlm'd, give him a full and fair equivalent for what
they receive. It is not their interest, but his own, which he
has in view in dealing with them. Tt is obvious, indeed, that
all that the total cessation of the demand for a particular
class of commodities can do, is to force those who produced
them to employ themselves in some other way. And-this is
seldom a very serious injury, and is sometimes an advantage.
Shoemakers, for example, do not live upon shoes. They
produce them only that they may exchange them for other
articles. And if; in consequence of their being brought'more
cheaply from abroad, the demand for shoes made at home
were partly or altogether to cease, the makers would directly
set about the production of those other articles, or of something
else which they might offer for them.

This principle is quite decisive of the nature and value of
the opinion of those who contend that, when a set of opulent
landlords leave one country for another, the tradesmen and
manufacturers whom they patronised lose all the profit which
they made in- their dealings with them. But it has been
shown that the profits made by these and other tradesmen
consist, in every case, of the excess or its value, of the com-
modities which they produce in a given time over those
which they necessarily consume in the same time. Whether
they directly. use -these commodities, or exchange them for
others, has no more to do with profits than with poetry or
painting. ‘If an agriculturist obtain, at the end of a year,
a return of 1,100 or 1,200 quarters of corn, and'if the various
outlays necessary in its production amount, when reduced
to the same standard, to 1,000 quarters, his profits will be
10 or 20 per cent.: and this whether he sells his corn or
eats it—whether he casts it into the ground as seed, or
leaves it to'rot on the surface. If the popular opinions with
respect to the source of profits were really true, it would in-
evitably follow, inasmuch as they take for granted that all
producers make their profits at the expense of some one
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else, that no additions could be made to capital, and that
the capital now in the world must be very soon annihilated !
If such were really the condition of mankind, they would not,
in an economical point of view, fare one whit better than a set
of tigersin a cage. They would prey upon each other, till
only one survived, and he would die of hunger! It is a radical
mistake to suppose that the idea, that profits depend on ex-
changes, is only partially erroneous; it is without even so
much as the shadow of a foundation.

This principle shows, also, the error of those who contend
that, though absentee expenditure may not be injurious when
the rents of absentees are paid in money, and that money is
laid out in the purchase of Irish produce, it would be injurious
were rents paid in kind, and were the actual produce of which
they consist remitted directly to the absentees. But at bottom
there is no difference between these cases; and we have sup-
posed that rents are paid in money, only because such is the
case throughout Ireland. Let it, however, be supposed that -
the rent, paid in kind, of a resident landlord consists of a
thousand quarters of wheat, or a thousand head of cattle. He
will, it is plain, exchange a part at least of these articles for
such other Irish, British, and foreign products as he has oc-
casion for. Suppose, now, that this landlord transfers himself
and his family to Liondon, and that the sacks of wheat or head
of cattle which would have been delivered to him at his seat in
Ireland are sent to him in this city: In this case he will, of
course, exchange them, or some portion of them, for an equi-
valent amount of English and other produce. But in what
respect is this change injurious to Ireland? Whatever may
be the place of their residence, the landlord and his family
consume the whole value of their corn and cattle; and it is
most probable that their consumption of Irish articles will be
very little greater when they are resident than when they are
non-resident. But whether this be so or not, is not of the
slightest moment. The people of Ireland have, in either case,
exactly the same amount of produce to subsist upon ; the only
difference that can obtain being that, when the landlord is at
home, they may have more wheat and cattle, and fewer goods
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of other descriptions, and conversely when he is absent. But
if, through a change of demand occasioned by absenteeism,
the supply, whether of raw or manufactured produce, should
become deficient or-redundant, capital would be drawn to the
deficient, and withdrawn from the redundant branch, till the
equilibrium of supply and demand was restored.

In the event, then, of a landlord becoming an absentee,
it may happen that few or none of the articles produced
by the tradesmen and inanufacturers with whom he dealt
can be advantageously exported to the country to which
he has gone; and the demand. for these will, of course, pro-
portionally decline. But wherever this happens, what is
lost on the one hand is gained on the other; for the demand
for some other variety of articles is equally increased. It
must also be kept in view, that while the effective demand
of the country continues undiminished, so does the capital
by means of which the articles required to satisfy that de-
mand are produced. Throughout this discussion we "take
for granted that absentees take no part either of their
own stock, or of the stock of their tradesmen, along with
them. These remain where they were, and are employed
to support and employ labourers when the landlords are
abroad, as well as when they are at home. It may happen
that some of the hands employed by resident landlords may
be forced, on their becoming absentees, to engage in new em-
ployments, and even to migrate to another part of the country.
But, in a general point of view, these changes are unim-
portant; and they might equally arise from opening new
branches of commerce, or from the employment of new or
improved machinery.

For the reasons now stated, a village built in the immediate
vicinity of a gentleman’s seat, generally declines on his becom-
ing an absentee. That, however, is in most cases anything but
aninjury. The inhabitants of such villages are very generally
poor, needy dependants, destitute of invention, and without
any wish to distinguish themselves. But when the pro-
prietors are absentees, they are forced tv trust to their own
resources, and either establish some sort of manufacture, or
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resort to those manufacturing .and commercial cities where
there is always a ready demand for labour, and where every
latent spark of genius is sure to be elicited. Although, there-
fore, it be certainly true that absenteeism has a tendency
to reduce the villages which are usually found in the neigh-
bourhood of the residences of extensive proprietors, it is not
on that account prejudicial to the country at large, but the
reverse. ¢ Stock and labour,” says Smith, ¢ naturally seek
the most advantageous employment. They naturally, there-
fore, resort as much as they can to the town,.and desert the
country.” e

It should, however, be observed that these statements are
only strictly true -when absentees take their servants along
with them. When these are left behind they reqmre to be
modified. The modification necessary in such cases is, how-
ever, extremely unimportant. It applies only to that portion
of the earnings of household servants which they receive in the
shape of board. If a resident gentleman expend £400 or £500
a-year on the money wages of household servants,hehas somuch
less to expend on produce. In the event, however, of his going
abroad and leaving his servants behind him, this £400 or
£500 will be expended on produce of one kind or other, and
will afford employment in its production to the whole or the
greater number of the discarded servants. All, consequently,
that they lose, or rather all that is lost by the class to which
they belong, is their board and lodging in the houses of the
absentees. And it is to be dbserved that this effect is only,
if at all, sensible at the commencement of a system of ab-
senteeism, and-hardly even then, if the country be advancing.
Baut trifling as it is, this is the whole extent of the injury, in
an economical point of view, which it ever directly inflicts on
the population. And it is so very insiwniﬁcant, and so evan-
escent, that, in a practical point of view, it is hardly worth
adverting to.

But the declaimers agamst absenteexsm have yet another
reason for the faith that is in them. They cry out, do you mean
to say that Paris, Rome, and Brussels are not benefited by
the expenditure of English absentees? But if you admit that
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they are benefited, must you not also admit, that London and
Bath derive a proportional benefit from the expenditure of
Irish absentees? And if so, does it not follow that Ireland
loses whatever they gain? While, however, we admit the
premises, we deny, the inference which it is attempted to
draw from them. We concede that Liondon and Bath are bene-
fited, though in a small degree, by the residence of Irish ab-
sentees ; but we-deny that Ireland loses what they gain, or
that she, in fact, loses anything by their non-residence. If
the products sent from Ireland to Iingland on account of ab-
sentees, were those which they make use of, they would have
no occasion to enter an English shop, or to give an order to
an English tradesman ; and. it is rather difficult to see how,
under such circumstances, their residence here could be of
advantage to any one. - But in this, as in other cases, ab-
senteeism has the same influence as an increase of commercial
freedom, or a better distribution of the labour of the world.
The products sent hither from Ireland on absentee account
are not for the exclusive use of the absentees, and they, also,
cost less than if they were raised in this portion of the
- United Kingdoni. And the advantage, whatever it may be,
which we derive from the fesidence of the absentees amongst
us, depends wholly on’this circumstance, or on the fact of the
commodities imported to defray their expenditure being pro-
duced more cheaply in Ireland than in England. - Were this
not the case, we should gain nothing by their residence; for
if, on the one hand, they increase the demand for certain de-
scriptions of British produce, they must, by bringing an equiva-
lent amount of Irish produce into our markets, proportionally
lessen the demand for some other descriptions of our produce.
1t is farther plain that, whatever England may gain in conse-
quence of the better division of labour caused by the influx of
absentees, Ireland, instead of losing anything, is on her part
an equal gainer. The entire income of the absentees con-
tinues to be expended in the purchase of Irish commodities.
There is, consequently, the same demand for them, as if the
absentees resided at home. It is only, as already stated, the
products in demand that.are varied. And those which are re-
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quired to defray absentee expenditure, are those best suited
to the productive capacities of Ireland.

Suppose, still better to illustrate this statement, that an Irish
gentleman resident in Dublin, pays bills of £400 or£500 a-year
to his coach and harness-makers, shoemakers, etc. If this gen-
tleman come to London, he will have a like amount to pay to
the same descriptions of tradesmen in this city. But, then, itis
to be kept in view, that the £400 or .£500 that were in the for-
mer instance paid to the Dublin tradesmen, must now be paid
to the linen-manufacturers of Belfast, or to the producers of
those Irish articles suitable to the English market, sent here
on account of the absentee. And they have rather antiquated
notions of national advantage, who contend that it is as much
for the interest of Ireland to employ her capital and labour in
the production of articles in which England has an advantage
over her, as it is to employ them in the production of those in
which she has an advantage over England A century ago,
an argument, if we may so call it, of this sort, might have
worn an imposing aspect. But we should have thought,
had not their late yelping (for it deserves no” better name)
proved the contrary, that even the professional agitators
would have been inclined to use it at present with some mis-
givings. : :

It may, perhaps, be said that, even were it otherwise
innocuous, non-residence has the disadvantage, inasmuch as
absentees escape taxation at home, of increasing the weight of
the burdens which fall on the resident population. It is easy,
however, to see that the influence of absenteeism over taxa-
tion, depends in great measure on the description of taxes
levied in the country of the absentees. If its revenue were
principally raised by taxes on property or income, or on ex-
ports, absentees would not escape them, and their non-residence
would not, in this respect, have the influence ascribed to it.
In Ireland, indeed, the revenue is’ almost wholly raised by
taxes on expenditure. But then it is to be borne in mind,
that nine out of every ten of the Irish absentees reside in
England ; and being, in consequence, subject to the assessed
and other taxes, from which Ireland is unjustly exempted,
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they contribute more to the revenue of the United Kingdom
than they would do were they resident.

Hence, as regards taxation, absenteeism from Ireland is
advantageous rather-than otherwise. And in regard to the
absentees from England, the far greater number reside abroad
from prudential motives; from a desire to retrench, or, by
living less expensively than they could do at home, to repair
shattered fortunes, and to make some provision for their
families or younger children. The savings of such- parties
are sure, in the end, to centre in England, and will much
more than compensate for the trifling, and all but impercep-
tible, inconvenience which may be sustained in the meantime
from their not contributing to the taxes on expenditure.

If it were attempted, as has been proposed, to obviate the
inconvenience now alluded to, by laying a peculiar tax on the
incomes of absentees, it would stimulate such of them as
had it in their power to carry their property abroad with
them. And in such case, absenteeism would be rendered a
serious evil. The question would no longer regard the spend-
ing of income abroad, but it would regard the transfer to the
foreigner of the capital by which income is produced; and
such transfer cannot be made, without proportionally dimi-
nishing the power to support and employ labour in the country
losing the capital, and increasing it in the country which
acquires it. Voluntary absenteeism, under an equal system
of taxation, is never injurious. But if an-effort were made
to obviate an imaginary evil by imposing special taxes on the
incomes or properties of absentees, a real grievance would be
created, mischievous alike to the public and the absentees.

In every point of view, therefore, in which this subject can
be considered, it appears obvious, that in so far as the question
of expenditure is concerned, absenteeism is not injurious to a
country. On the contrary, it is in the majority of cases advan-
tageous. Its tendency is to turn industry into those channels
into which it is most for the public advantage that it should
be turned, and eventually to increase the national capital.

With respect to the second branch of this inquiry, or that
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which regards the disadvantages which are said to'be occa-
sioned by the want of that valuable example and protection __
which a resident landlord is supposed to afford to his tenants
and dependents, it.is not so easy to arrive at any positive
_conclusion. An extensive landed proprietor has undoubtedly
the means, provided he have the inclination, of doing a vast
deal of good. ¢ A man of family and.estate ought,” says
Johnson, “ to consider himself as having the charge of a
district, over which he is to diffuse civility and -happiness,
and to give an example of good order, virtue, and piety.”
'We, however, bave not to deal with.landlords as they ought
to be, but with them as they really are. The question
respecting the alleged superiority of resident oyer- absentee
landlords in promoting civilisation and improvement, must be
decided by an inquiry into the conduct of each class, and not
by inferences drawn from what that conduct ought to be. Are
the estates of the absentees worse managed than those of
resident landlords? Are their tenants poorer, and more ex- -
posed to oppression? Are they more turbulent; and more
disposed to engage in illegal associations and enterprises? If
they are, then non-residence is in so far injurious; but if not,
not. - -
‘We may observe, in entering on this inquiry, that there are
several circumstances peculiar to Ireland,"which render.the
moral effects of absenteeism very different there from what
they would be anywhere else. = The estates of the landlords of
England and Scotland have either descended to them through
a long line of ancestors, or have been fairly purchased from
the rightful owners.. The persons living on these estates,
and their proprietors, have almost uniformly professed the
same religious faith ; generally speaking, their interests have
been identified ; and the landlords have been induced, as
well from a regard to their neighbours and dependents, as
from a wish to promote their own views, to behave kindly
to their tenants and labourers, and to conciliate their con-
fidence and esteem. But the relation subsisting between land-
lord and tenant in Ireland, has, as every one knows, been
entirely dissimilar. Almost all the landed property of Ireland
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has-been repeatedly confiscated. Its area is reckoned at about
twelve millions of Irish acres; and the Lord Chancellor
Clare stated, that eleven millions and a half of that number
underwent confiscation during the seventeenth century! It
is, therefore, no exaggeration to affirm, that nine-tenths of the
proprietors of Ireland are either the lineal descendants of those
to whom this confiscated property was sold or granted by the
Crown, or of persons who have purchased their estates from
them. And besides this ofiginal stain or defect in their title,
those who obtained grants of confiscated estates were almost
all Englishmen and Protestants. -

Under such circumstances, it was not to be expected that any
kindly feelings should speedily grow up between proprietors
holding their .estates by such titles, and the people of the
country. The landlords trusted to the power of England to
maintain them in the possession of their property, and looked
upon the people, either as avowed and dangerous enemies,
whom they had grievously wronged, or as semi savages, whom
it was almost hopeless to attempt to civilise. And, on the
other hand, the people considered the landlords as robbers,
who had possessed themselves by force and injustice of the
property of others, as enemies of their religion, and as being
at once the instruments and the badges of the dominion of
England over Ireland. Nothing but discord and bloodshed,
could have followed from the residence of such landlords.
And because the residence of the English and Scotch proprie-
tors on their estates has proved highly advantageous by in-
troducing a taste for elegancies and luxuries, and diffus-
ing a spirit of refinement throughout the country, can
anything be more inconsequential than to argue that the like
effects would have followed from the residence of the Irish
gentry? The prejudices to which we have alluded, are now,
indeed, very much obliterated. But before the residence of
the landlords in Ireland can be of much -advantage, they
must learn to sympathise with the people; to take a deep
interest in the wellbeing of their tenants and cottiers, and in
the cultivation and improvement of their estates; and to
repudiate an increase of rent, or of political influence, if it
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must be purchased at the expense either of the one or the
other.

With respect to the estates of absentee proprietors, it
will be found, though there are numerous instances of mis-
_ management, that, on the whole, they are better managed,
and are occupied by a richer and better class of tenants,
than those belonging to residents. And this is really what
an unprejudiced inquirer would have been led, & priori,
to anticipate. Had the absentee landlords remained in
Ireland, habit might have rendered-them insensible to the
abuses with which they would have been surrounded; and
might have tempted them to tolerate the debasing prac-
tices, and engage in the worthless pursuits, by “fhich so
many of the resident gentry have ruined their dependents
and themselves. But having been generally resident in
England, where many of them have estates, they have wit-
nessed the various advantages resulting from the fair and
liberal treatment of tenants, and have had an opportunity
of becoming familiar with improved systems of husbandry,
and with the best modes of letting and occupying land. And
however little they may have cared for their Irish dependents,

—~—

a regard for their own interests would naturally make them -

attempt to introduce into-their estates in Ireland a system
similar to that which has been productive of so much advan-
tage in England. This presumption is so reasonable, and
follows so directly from the premises, that it is not to be
defeated but by conclusive evidence to the contrary. And
none such is to be met with, Seldom, indeed, can any one
truly say,—- :

«Video meliora proboque, deteriora sequor.”

It would be a libel on human nature to suppose that land-
lords or others, when aware of the wide difference between
them, should not generally prefer a good to a bad system of
rural economy, or that they should not exert themselves to
extend the sphere of the former and to circumscribe that of
the latter. And though there are exceptional cases, experi-
ence shows that this conclusion is, on'the whole, perfectly well
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founded. The estates of Earl Fitzwilliam, the Marquis of Hert-
ford, and the Duke of Devonshire, for example, arein a high
state of cultivation, and occupied by affluent and independent
tenants, And admitting that it would be improper to found any
general conclusion on such cases, it would be easy to produce
many similar examples. Mr Tighe, the intelligent author of
the “ Survey of Kilkenny,” states distinctly that “in many
instances absentees are the best landlords.”* And Mr Wake-
field, who is unfavourable to non-residence, but who is
too candid to conceal or colour any fact that makes
against his own views, corroborates Mr Tighe’s statement.
When noticing the county of Roscommon, Wakefield says,
that the large property belonging to the then resident’ pro-
prietor, Lord , was the worst managed he ever saw.
“J found every where cabins of the most wretched aspect,
infamous stone roads, very minute divisions of land, and a
superabundant and miserable population. I do not recollect
to have travelled through any estate in Ireland which pre-
sented such a scene of desolation ; and nothing astonished me
so much as the multitude of poverty-struck inhabitants, from

whom I could learn little more than that the estate belonged
" to ¢My Lord,’ whom they loaded with imprecations.”?

'We beg it may not be supposed that we mean either to say
or insinuate, that resident Irish landlords are all of this
description. Like other classes, they are of a mixed character,
and can show some excellent specimens. But it is not to
be denied that, speaking generally, they have done little
to promote the proper cultivation of their estates and the
comfortable condition of their occupiers, both of which are a
disgrace to civilisation. And though all non-resident land-
lords be not Fitzwilliams, Seymours, or Cavendishes, there are
certainly but slender grounds on which to give the preference
to those that are resident.

It should be recollected, in fairly estimating the conduct of
absentees, that a large portion of the property in Ireland
belonging to them, is let on perpetual leases. The tenants

1 Page 586. ? Vol. i. p. 274.
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are thus in fact the real proprietors. The superior has no
power to interfere in the management of the estate; when his
quit-rent is paid, he has no farther claim on the property. A
large proportion of the extensive tract of country belonging
to the Petty family is thus let on perpetual leases, at a
rent which does not exceed a third or a fourth part of its real
value. Lord Doneraile has an estate in Cork for which he
gets £2,000 a-year; but VWakeficld says that it is worth
£18,000 a-year to the perpetual tenants. Lord Kenmare,
one of the absentees, has an estate in Kerry which brings him
£8,000 a-year; but it is let on interminable leases, and his
Lordship’s tenants, who are the real proprietors, get a profit
rent of three or four times that amount. Lord Powis, another
absentee, has an estate in the same county, from which he gets
£1,900 a-year; but it is leased for ever; and the real pro-
prietors relet the estate for a large profit. The estate of the
Chandos family, lately in the possession of the Duke of Buck-
ingham, and many more, are in the same predicament. And
when such is the case, is it at all surprising that the nominal
owners should decline living on estates over which they have
no control, and- which really belong to others? When an
Act was passed in the reign of Henry VIII,, every way worthy
of the period, compelling absentees to reside on théir properties
in Ireland, under penalty of forfeiture, the Duke of Norfolk
and the Earls of Shrewsbury, Berkeley, and others, made a
voluntary surrender of large tracts of land to the Crown,
rather than comply with the provisions of so oppressive a
statute. Should a similar Act be now passed, it would most
probably have a similar effect.

It may, however, be supposed, that when the real proprietors
of estates are resident, they will be ready to remedy grievances
of which an absentee must necessarily be ignorant; and
that they will at all events protect their tenants from being
plundered by their agents or others.” But this, we are
sorry to say, does not seem to be the case. On the contrary,
there is good reason to conclude, that the tenants of absentee
landlords are subjected to less fleecing and extortion than
those of residents. An English nobleman or gentleman would
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spurn the idea of having the.occupants or the rents of his
estates determined by the magnitude of the presents, or (to
call them by their right name) bribes, offered to his lady, his
daughters, his mistress, or his agents. But this disgraceful
practice is, or was very recently, excessively prevalent among
Irish resident landlords. As a sample of the protection
afforded by them to their tenants, Wakefield tells us, that
when a late noble proprietor of one of the best estates in
Ireland appointed an -agent, he borrowed of him £20,000.
The agent, who was a man of principle, and who wished it to
be clearly understood how he was to be repaid, and whether
he was to follow the usual custom, and extort presénts and
perquisites of all sorts from the tenants, asked his employer in
what manner he wished him to act. “ Get all you can !” was
the short and shameless reply.!

It has been often contended, that the system so much prac-
tised in Ireland, and so much declaimed against, of letting
large tracts of land to a principal tenant, or middleman,
authorised to relet them in smaller portions to the actual cul-
tivators, had its origin in absenteeism. DBut this opinion does
not seem to have any good foundation. The English noble-
men and gentlemen who acquired large masses of confiscated
property in Ireland, found their estates in the possession of a
crowd of poor, uncivilised, and disorderly occupiers, whom it
was impossible to eject, and of whose customs and modes of
occupancy they were wholly ignorant. Such persons had no
resource but to let their estates to adventurers, who were ready
to meet such a state of things, and to make the most of it.?
The system, once introduced, has been continued. But it is
wearing out, and is not more practised at this day on the estates
of absentees than on those of resident landlords, Neither do
we think that the middleman system is justly chargeable with
many of the mischiefs which have been ascribed to it. There
can be no question, indeed, that the underletting and sub-
division of farms has been a curse to Ireland, But this

1 Vol, i. p. 299.
? Minutes of Evidence taken before the Select Committee of the House
of Lords, on the state of Ircland, 14th April 1825, p, 59.
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practice was mainly a consequence of the former Irish law of
landlord and tenant, and would not have been materially
amended by the annihilation of middlemen. If a British land-
lord were to let an estate to a middleman, without putting any
stipulations in the lease respecting the mode in which it was to
be managed, he would have himselfalone to blame if the middle-
man adopted an erroneous system. But the law of Ireland
was recently (1825) in so deplorable a state, that a landlord
who had let an estate ceased to have any control over it.
And the most important stipulations in leases.were openly
trampled under foot and disregarded by the tenants, without
the landlord havmg power to eject them, or to- protect his pro-
perty from ruin.

On Mr Blake, an eminent Irish lawyer, being asked by the
Committee of the House of-Commons, in 1825, whether, under
the law of Ireland, a landlord would experience much diffi-
culty in devising covenants, upon the efficiency of which he
could rely, for the prevention of sub-letting, he answered, ¢ I
think he would find difficulties amounting almost to an im-
possibility.”? When speaking of the consequences of this
system, and of its disastrous influence over the landed property
of Ireland, a very intelligent witness, Mr Staunton Rochfort,
a magistrate of Queen’s County and Carlow, stated to the
Committee of the House of Lords:—*“ I have three farms
which have lately fallen out of lease in the County Galway,
of about 400 acres each ; they were each let to one tenant origi-
nally, and when they fell into my hands, I found from three
hundred to four hundred inhabitants on each of them. What
to do with them I really do not know ; they are absorbing all
the produce of the land, and paying me nothing; and without
resorting to measures whlch common humanity prevents—
turning them all off—I know not what to do!”? Had the
law of Ireland been similar to that which fortunately ob-
tains in Scotland, this miserable result would not have taken
place, except by the concurrence of the landlord ; for, accord-

1 Flrst Report, 1825, Minutes of Evidence, p. 39.
? Minutes of Evidence before Irish Committee, p. 302,
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ing to the Scotch law, the moment a subtenant is admitted
into a farm, or an attempt is made to subdivide it, whether
among the children of the occupier or otherwise, the landlord
is entitled to have the lease cancelled, and the tenants ejected.
And in the vast majority of cases, the apprehension of such a
result is quite sufficient to prevent any attempt being made
to defeat the stipulations in leases.

But this is not all. While the law of Ireland was thus, on
the one hand, ineffectual to protect the finest estate from being
parcelled into potato gardens, at the discretion of the tenants;
it armed, on the other, the landlord with power to commit
flagrant injustice and oppression : For, in the event of a mid-
dleman who had received payment of the rents due to him by
his subtenants, becoming bankrupt while in arrear to the land-
lord, the latter was authorised to distrain the goods of the
cultivators, and to force them to pay their rents over again to
him! And instances every now and then occurred, in which
the whole stock and property of the cultivators of extensive
farms were driven to the pound, and sold to pay a debt which
they had already discharged! We doubt whether the law of
Algiers sanctioned any greater abuse. And until it had been
put down, it was idle to expect that there should be security
or prosperity in Ireland.!

From what has been stated, our readers will not, perhaps,
be disposed to wonder when they are told that, generally
speaking, the inhabitants of those districts in which there are
most resident gentry, are often the most disposed to disturb
the public peace, by engaging in illegal associations and en-
terprises. On Mr Maxwell Blacker, a King’s Counsel ap-
pointed to superintend the execution of the Insurrection Act
in the counties of Cork and Tipperary, being asked by the

1 We are glad to have to state, that the law with regard to the occu-
pancy of land in Ireland is now, and has been for a lengthened period, in
a much more satisfactory state than in 1825. Subletting, unless by con-
sent of the landlord, is now illegal, and may be summarily punished; and
no subtenant, provided he have not been surreptitiously introduced, can
be called upon to pay rent to the landlord, which he has already paid to
the party from whom he holds, -
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Comnmittee of the House of Commons, in 1825, whether there’
were more resident gentry in the former than in the latter,
he replied, “ That is no clue at all to trace the disturbances ;
for the disturbances in Cork prevailed most in that part that
is most thickly inhabited by gentlemen. I judge of that by
the number of magistrates 1 had officiating at Mallow; the
disturbances extended from thence to Limerick, and raged
about Doneraile and Mallow, and yet that part is, I conceive,
as thickly inhabited with gentry as any other part.”! And
on being asked, whether that part of Cork which was’ least
inhabited by gentry was not the quietest, Mr Blacker an-
swered, that the western part, where there are almost no
gentry, was nearly quite tranquil? Major Warburton, a gen-
tleman of talent and respectability, who filled for some years
the office of chief magistrate of the county of Clare, was exa-
mined at great length by the Committee, and gave the follow-
ing information with respect to the influence of the residence
of the landlords over the tranquillity of the country.

“In those baronies in the county of Clare, where there are
a great many absentee proprietors, have they not been the
most tranquil during your residence in the county?—Upon
my word I think they have, as far as I know the posmon of
the absentee property. =

“In those baronies where there are few or no resident
gentry, has not the tranquillity which prevailed been greater
than in the baronies in which there have been a greater num-
ber of resident gentlemen ?—It has.

¢ Are there any resident gentry in the barony of Ibrickin?
—Very few indeed.

“ Has not that barony been completely undisturbed 3—That
barony has been quiet since I went to the county, except im-
mediately in 1816.

“ Was not the part of the barony that was then disturbed,
the very part where the few resident gentry resided 3—1Tt was.

1 Minutes of Evidence before Select Conimittec on ﬂlc State of Ireland,
printed 11th February 1825, p. 67.
2 1bid.
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“ And the other parts of the barony remained undisturbed ?
__Yes.”l

Innumerable statements to the same effect might be pro-
duced from this and other evidence. But we apprehend that
the reader will be disposed to consider those now given, coming,
as they do, from gentlemen who had the best means of ob-
taining accurate information, as sufficiently conclusive.

We are, therefore, entitled to affirm that absenteeism, or
the non-residence of the proprietors in Ireland, has not had
the effects ascribed to it ; that it has not lessened the demand
for labour; and has had but little, if any, influence in retard-
ing the moral improvement of the people. The poverty
and disorders of the Irish are ascribable to very different
causes; to the recklessness and improvidence inherent in their
character; the prevalence of the Roman Catholic religion,
and the ascendancy of a hostile priesthood; the indolence
and insecurity induced by a dependence on so cheap and so
precarious a resource as the potato; the want (only recently
supplied) of a compulsory provision for the support of the poor ;
the excessive subdivision of the land; and a long course
of misgovernment. Absenteeism is but little, if at all, more
prevalent in Ireland than in Scotland; and yet none ever
supposed that it was injurious to the latter. Indeed, itisa
well-known fact that, ceteris paribus, absentee estates are pre-
ferred by Scotch tenants. The clamour against absentee ex-
penditure is, in trath, as worthless as can well be imagined.
It has no better foundation than the belief in witchceraft, or in
clairvoyance, or in the efficacy of sham sinking funds.

! Minutes of Evidence before Select Committee on the State of Ireland,
p. 151,
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% Neque enim historiam proposui mercaturee mihi scribendam, sed
tantummodo illius umbram legenti exhibere.”—MuRraToRrI, Antig. Ital.
Med. Zvi,

8ECT. I..—PH@ENICIAN COMMERCE.

CoMMERCE being a result of that division of labour, or of that
appropriation of particular individuals to particular pursuits,
which is cGeval with the establishment of society, would, at
first, be extremely hm1ted and be confined to the exchange or
ba.rter of articles- produced by individuals belonging to the
same tribe or neighbourhood. But as civilisation extended,
and an intercourse began to grow up between different districts
and countries, commerce would be proportionally increased.
It no doubt was very soon found that certain products were
wholly confined to certain localities, while others were more
abundant, or of better quality, in some than in others. And
this observation would naturally be followed by a commercial
intercourse, the extent of which would depend on the character
- of the parties carrying it on, the diversity of their products,
their proximity, and the ease with which articles might be
conveyed from the one to the other. The intervention,
between different countries, of an arm of the sea, or a navi-
gable river, by affording them an easy means of communica-
tion, would serve, in no ordinary degree, to promote their



252 HISTORY OF COMMERCE.

mutual traffic. On this principle Dr Smith conjectured that
the wealth and cultivation of ancient Egypt and India, were
principally to be ascribed to the facility of intercourse between
their different towns and provinces, afforded by the Nile and
Ganges, and the canals and subsidiary streams connected with
these great rivers., And the vast magnitude of Nineveh and
Babylon, and the wealth and early refinement of the great
empires of which they were respectively the capitals, were no
doubt mainly owing to their being intersected by the Tigris
and Euphrates, and to the extraordinary facilities which were
thereby given to their internal and external trade.

It is worthy of remark, that, with the exception of India
and the empires now mentioned, the nations which made the
first advances in commerce and the arts, dwelt round the
shores of the Mediterranean and Red Sea. And this may,
perhaps, be explained from the circumstance, that those great
inland seas having no tides, nor, consequently, any waves,
except such as are caused by the wind only, were eminently
fitted, by the smoothness of their surface, the number of
their islands, and the proximity of their shores, to facilitate
and promote the infant commerce of the world, when, from
their ignorance of the compass, men were afraid to quit the
view of the coast, and from the imperfection of the art of ship-
building, to adventure themselves upon the boisterous waves
of the ocean.! N

The wonderful improvement that has been made in -navi-
gation is known to every one; and the seas and harbours of
the remotest and least advanced nations are now frequented
by the ships and steamers of those which have made the greatest
progress in science and art. But in land-commerce the ad-
vance has mnot, speaking generally, been by any means so
great; and, except in Europe and North America, most part
of the land-trade of the world is conducted, at this day, nearly
in the same manner, and by the same routes, that it was con-
ducted 3,000 years ago. The vast deserts by which Asia and
Afiica ave intersected have given a peculiar, and, as it would

1 Wealth of Nations, p. 9.
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seem, ‘an indelible character to their internal intercourse.
Being very ill supplied with water, their transit could hardly
have been undertaken without the aid of the camel, or skip of
the desert! This animal, which is native to those regions,
is not only patient of fatigue .and easily subsisted, but it has
the farther and invaluable quality of being able to exist for
three, four, or even more days without water. It is, there-
fore, used in crossing those “seas of sand,” in preference to
the horse, the ass, or any other animal. The scarcity of water
is not, however, the only difficulty with which the traveller
has to contend in making his way across the great Asiatic and
African deserts. From the remotest antiquity they have
been infested with wandering tribes of predatory Arabs, who
assault, tax, or plunder all who attempt to pass through the
arid and inhospitable wastes over which they have established
their lawless sway. And hence the origin of caravans, or of
associations or companies of merchants or travellers, These
usually comprise hundreds, and frequently thousands of in-
dividuals, with camels, horses, ete., for conveying the travellers
and their goods. Being well armed, they are able to defend
themselves against the attacks of the Arabs. Generally, in-
deed, they have treaties with the latter, by which they secure
either their forbearance or their services, on payment of a
certain tribute or toll. The routes followed by the caravans
are determined by varions circumstances. The most direct
would seldom, however, be either the speediest or the safest
and best. 'When oases are found in or adjacent to the
line of route, they are uniforinly selected for resting-places;
and in their absence halts are, when practicable, made at
wells. The cities of Palmyra, Baalbec, and Petra, the ruins
of which continue to excite the astonishment of the tra-
veller, and evince alike the taste and the wealth of those by
whom they were constructed, owed their existence to their
being situated in spots well supplied with water, in the line of
the great commercial routes of antiquity, and to the trade of
which they consequently became the centres. When, how-
ever, any circumstance occurs to divert a caravan from its
accustomed pathway, or when the wells are dried up, or do
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not furnish the anticipated supply of water, the consequences
are sometimes fatal. Under such circumstances, entire cara- -
vans have been destroyed! But this fearful contingency
seldom occurs in the more frequented routes, or in what
may be called the ordinary commercial channels.

One of the earliest commercial transactions of which we
have any account, the sale of Joseph by his brethren for
twenty pieces of silver, was made to merchants forming part
of a caravan conveying spices to Egypt. And the incident
is interesting not merely from its showing the mode in which
commerce was thus early carried on, but also from its show-
ing that a traffic was then established in slaves, and that
silver was employed as a measure of value and universal
equivalent.

It is not uninteresting to observe, that the earliest branch
of commerce which we find noticed in history, has con-
tinued down to this day to be esteemed the most important
and valuable. 'We refer to the trade between the countries
bordering on the Mediterranean and Europe generally, on
the one side, and Arabia, India, and the regions more to
the east, on the other. At the first dawn of authentic
history, this trade had its centre in Phenicia, 'a country
of very limited extent, occupying that part of the Syrian
coast which stretches from Aradus (the modern Rouad) on
the north, to a little below Tyre on the south, a distance
of about 150 miles. It breadth was much less considerable,
being for the most part bounded by Mount Libanus to the
east, and Mount Carmel on the south. The surface of this
narrow tractis generally rugged and mountainous ; and the soil
in the valleys, though moderately fertile, did not -afford ade-
quate supplies of food for the population. Libanus and its
dependent ridges were, however, covered with timber suitable

1 Jackson, in his account of Morocco, mentions that, in 1805, a caravan
proceeding from Timbuctoo to Tafilet, being disappointed in not finding
water at one of the usual watering places, the whole persons belonging to
it, about 2,000 in number, with about 1,800 camels, perished miserably of
thirst.—P. 339.
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for ship-building; and besides Tyre and Sidon, Pheenicia
possessed the ports of Tripoli, Byblos, Berytus, etc. In this
situation, occupying a country unable to supply them with
sufficient quantities of corn, hemmed in, on the one hand, by
mountains and by powerful and warlike neighbours, and having,
on the other, the wide expanse of the Mediterranean, studded
with islands, and surrounded by fertile countries, to invite
their enterprise, the Pheenicians were naturally led to engage
in maritime and commercial adventures ; s and became the
boldest and most experienced mariners, and the greatest dis-
coverers and merchants, of ancient times.

Tyre, the principal city of Pheenicia, and the most cele-
brated emporium of the ancient world, was situated nearly on
the spot where the inconsiderable town of Tsour now stands,
in lat. 33° 17' N, long. 35° 14}’ E. It was founded by a
colony from Sidon, the most ancient of the Pheenician cities.
The date of this event is not certainly known, but Larcher
supposes it to have been about 1,690 years B.c.! Itis singular,
that while Homer mentions Sidon, he takes no notice of Tyre,
whose glory speedily eclipsed. that of the mother city. But
this is no conclusive proof that the latter was not then a con-
siderable emporium. The prophets Isaiah, Jeremiah, and
Ezekiel, who flourished from 700 to 600 years B.C., represent
Tyre as a city of unrivalled wealth, whose ¢ merchants were
princes, and her traffickers the honourable of the earth.”
Originally, the city was built on the main land. But having
been besieged by the Babylonian monarch Nebuchadnezzar,
the inhabitants conveyed themselves and their goods to an
island at a little distance, where a new city was founded,
which enjoyed an increased degree of celebrity and commercial
prosperity. The old city was, on that account, entitled Palze-
tyre, and the other simply Tyre. The new city continued to
flourish, extending its colonies and its commerce on all sides,
till it was attacked by Alexander the Great. The resistance
made by the Tyrians to that conqueror showed that they had
not been enervated by luxury, and that their martial virtues

1 Chronologie d'Hérodote, cap. ii. p. 131.
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were nowise inferior to their commercial gkill and enterprise.
The overthrow of the Persian empire was effected with_less
difficulty than the capture of this single city. The victor did
not treat the vanquished as their heroic conduct deserved. In
despite, however, of the cruelties inflicted on the city, she rose
‘again to great eminence.,! But the foundation of Alexandria,
by diverting the commerce that had formerly centered in Tyre
into a new channel, gave her an irreparable blow. And she
gradually declined, till, consistently with the denunciation of
the prophet, her palaces have been levelled with the dust, and
she has become “a place for the spreading of nets in the
midst of the sea.” .

The Pheenicians are designated in the sacred writings by
the name of ¢ Canaanites,” a term which, in the language of
the East, means merchants. They were the first to establish
and carry .on a traffic between the eastern and western
portions of the ancient world. The spices, drugs, precious
stones, pearls, ivory, and other valuable products of Arabia
and India, have always been highly valued in Europe; and
have been exchanged for the gold and silver, the tin, linens,
wines, etc., of the latter. The former were originally con-
veyed to Tyre by caravans, or companies of travelling
merchants, formed in the way previously stated. - The routes
of these caravans may yet be traced with more or less accuracy.
One of the principal came from Arabia Felix (Southern
Arabia), a distance of about 1,500 miles, by Macoraba (Mecca)
and Petra? to Gaza and Tyre. Another caravan set out
from Gerrha, an important emporium on the west side of the
Persian Gulph, crossing Arabia to Petra. Others came from
Babylon, Nineveh, and other cities on the Euphrates and
Tigris, and from Armema, ete.

At a later period, a part at least of the castern trade
of the Pheenicians, which had long been wholly carried
on by land, began to be carried on by sea. Having formed
an alliance with David and Solomon, kings of Judea, the

1 Strabo, lib, xvi. § 16.
2 In Idumsa, the capital of the Nabatheans.
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Pheenicians acquired by that means the ports of Elath and
Eziongeber on the north-east arm (Gulph of Akabah) of the
Red Sea. Here they fitted out ships, which traded with the
ports on that sea, Southern Arabia, and Ethiopia, and probably
also with the western ports of India, or those on the Malabar
coast. It is also stated that they penetrated into the Persian
Gulph, and conquered or colonised the isles of Tylos and
Aradus (the Bahrein Islands), contiguous to Gerrha. Ophir
would appear to have been a favourite resort of the Pheeni-
cian ships from the Red Sea; and a great deal of erudition
has been expended in attempting to determine the situation of
that emporium or country. We, however, agree with Heeren,
in thinking that it was not the name of any particular place ;
but a general designation given to the coasts of Arabia,
India, and Africa, bordering on the Indian Ocean, somewhat
in the same loose way that we now use the terms East and
West Indies.!

The goods brought to Elath and Eziongeber by sea were
mostly conveyed to the great emporium of Petra, whence they
were forwarded by different routes to Tyre. But as the dis-
tance of Tyre from Petra is very considerable, and the transit
of goods might be interrupted by the Hebrews, the Tyrians,
to lessen this inconvenience, seized upon Rhinoculura, the
nearest port on the Mediterranean to Elath and Petra. And
the products of Arabia, India, etc., being conveyed thither by
the most compendious route, were then put on board ships,
and carried by a brief and easy voyage to Tyre. If we
except the transit by the isthmus of Suez, this was the shortest
and most direct, and for that reason, no doubt, the cheapest,
channel by which the commerce between Southern Asia and
Europe could then be conducted. It is not certain whether the
Pheenicians possessed any permanent footing on the Red Sea
after the death of Solomon. But if they did not, the want of it
does not seem to have sensibly affected their trade. And Tyre
continued, till a considerable period after the foundation of
Alexandria, to be the grand emporium for Eastern products.

1 Heeren’s * Asiatic Nations,” vol. i., caps. on Pheenicians passim.
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The commerce of the Pheenicians with the countries bor-
dering on the Mediterranean was still more extensive and
valuable. At an early period, they established settlements in
Cyprus and Rhodes. The former was a very desirable acqui-
sition, from its proximity, the number of its ports, its fertility,
and the variety of its vegetable and mineral productions.
Having passed successively into Greece, Italy, and Sardinia,
they proceeded to explore the southern shores of France and
Spain, and the northern shores of Africa. They afterwards
adventured upon the Atlantic; and were the first people
whose flag was displayed beyond the Pillars of Hercules.!

Gades, now Cadiz, one of the most ancient and important
of the Tyrian colonies, is supposed by St Croix-to have
originally been distinguished by the name of Tartessus or
Tarshish, mentioned in the sacred writings.? Heeren, on the
other hand, contends, as in the case of Ophir, that by Tarshish
is to be understood the whole southern part of Spain, which was
early discovered and partiallysettled by Phoenicianadventurers.?
At all events, it is certain that Cadiz early became the centre
of a commerce which extended all along the coasts of Europe
as far as Britain, and perhaps the Baltic, There can be no
reasonable doubt, that by the Cassiterides, or Tin Islands,
visited by the Pheenicians, are to be understood the Scilly
Islands and Cornwall.t The navigation of the Pheenicians,
probably, also extended a con51derable way along the western
coast of Africa.

But of all the colonies founded by Tyre, Carthage was de-
servedly the most celebrated. At first only a simple factory,
it was materiallyincreased by the arrival of a large body of
colonists, forced by dissensions at home to leave their native
land, about 883 years B.c* Imbued with the enterprising
mercantile spirit of their ancestors, the Carthaginians rose, in
no very long period, to the highest eminence as a naval and

1 Mons Calpe and Mons Abyla, the Gibraltar and Ceuta of modern
times.
2 De I'Etat et du Sort des Anciennes Colonies, p. 14.
'3 Huét, « Commerce des Anciens,” cap. 8.
1 Borlase on the Scilly Islands, pp. 72-78. 3 8t Croix, p. 20.
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commercial state. The settlements founded by the Pheenicians
in Africa, Spain, Sicily, etc., gradually fell into their hands;
and, after the capture of Tyre by Alexander the Great,
Carthage engrossed a considerable share of the commerce of
which her mother city had previously been the centre. The
subsequent history of Carthage, and the misfortunes by which
she was overwhelmed, are well known. And we need only
observe, that commerce, instead of being, as has sometimes
been imagined, the cause of her decline, was the real source
of her power and greatness; the means by which she was
enabled to wage a lengthened, doubtful, and desperate contest
with Rome herself for the empire of the world.! .

The commerce and navigation of Tyre probably attained
their maximum from 850 to 550 years B.C. The Tyrians
were at that period the factors and merchants of the civilised
world, and enjoyed an undisputed pre-eminence in maritime
affairs. The prophet Ezekiel (chap. xxvii.,) has described in
magnificent terms the glory of Tyre; and has enumerated
several of the most valuable products found in her markets,
and the countries whence they were brought. The fir trees
of Senir (Hermon), the cedars of Lebanon, the oaks of Bashan
(the country to the east of Galilee), the ivory of the Indies,

! The Carthaginians are said to have fitted out, during the most
flourishing period of the republic (Carthaginis potentia florente, Plin,
Hist. Nat. lib. ii. cap. 67), an expedition, under a commander of the illus.
trious name of Hanno, for making discoveriesand founding settlements along
the coast of Africa, southwards from the Pillars of Hercules. A brief
account of this voyage is extant in Greek, being apparently a version
from the original Punic, which is said to have been preserved in the
temple of Saturn or Chronos. This version has been translated into
English and commented on by Falconer, who has endeavoured to repel
the arguments of Dodwell and others against its authenticity.—(“ The
Voyage of Hanno,” etc., by Thomas Falconer, A.M. London, 1797.) It
has also been translated into Spanish, and its authenticity vindicated, by
Campomanes (small 4to, Madrid, 1756); and into French by Bougain-
ville, in the Memoires de U'Academie des Inscriptions, tome xxvi. and
tome xxviii. See also Rennell’s ¢ Geography of Herodotus,” ii. pp.
409-443. -
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the fine linén of Egypt, and the purple and hyacinth of the
isles of Elishah (Peloponnesus), are specified among the articles
used for her ships. The inhabitants of Sidon, Arvad (Aradus),
Gebel (Byblos), served her as mariners and carpenters. Gold,
silver, lead, tin, iron, and vessels of brass; slaves, horses, mules,
sheep, and goats; pearls, precious stones, and coral; wheat,
balm, honey, oil, spices, and gums ; wine, wool, and silk; are
mentioned as being brought into -the port of Tyre by sea, or
to her markets by land, from Syria, Arabia, Damascus, Greece,
Tarshish, Ophir, and other places, the exact site of which it
is difficult to determine.

Such, according to the inspired writer, was Tyre, the
% Queen of the waters,” before she was besieged by Nebu-
chadnezzar. But, as already seen, the result of that siege
did not affect her trade, which was as successfully carried on
from the new city as from the old. Inasmuch, however, as
Carthage soon after began to rival her as a maritime and
mercantile state, this may perhaps be considered as'the mra of
her greatest celebrity.

It would not be easy to overrate the beneficial influence of
the extensive commerce carried on by the Pheenicians, It
roused the people with whom they traded from their indo-
lence; and, while it gave them new wants and desires, it gave
them, at the same time, the means by which they might
be gratified. The rude inhabitants of Greece, Spain, and
Northern Africa, acquired some knowledge of the arts and
sciences practised by their visitors. And the advantages of
which they were found to be productive, secured their gradual,
though slow, advancement.

Nor were the Pheenicians celebrated only for their wealth,
and the extent.of their trade and navigation. Their fame,

1 There is, in Dr Vincent’s ¢ Commerce and Navigation of the Ancients
.in the Indian Ocean,” vol. ii. pp. 624-652, an elaborate and (like the
other parts of that work) prolix commentary on this chapter of Ezekiel,
in which most part of the things and places mentioned are satisfactorily
explained. See also “ Heeren on the Pheenicians,” cap. iv,
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and their right to be classed amongst those who have con-
ferred the greatest benefits on mankind, rest on a still more
unassailable foundation. ¢ If;” says Strabo, “the Greeks
have learned geometry from the Egyptians, they are indebted
for their astronomy and arithmetic to Sidon and Tyre.”!
Antiquity, indeed, is unanimous in ascribing to them the in-
vention and practice of all those arts, sciences, and contriv-
ances that facilitate commercial undertakings. They are held
to be the discoverers of weights and measures, of money,
of the art of keeping accounts, and, in short, of everything
which belongs to the business of a counting-house. They were
also famous for the inventjon, or improvement, of ship-building
and navigation ; for the discovery of glass; for their manu-
factures of fine linen and tapestry; for their skill in archi-
tecture, and in the art of working metals and ivory ; and for
the incomparable splendour and beauty of their purple dye.?

The invention and dissemination of these highly useful arts
form, however, but a part of what the people of Europe owe
to the Pheenicians., It is not possible to say in what degree
the religion of the Greeks was borrowed from theirs ; but that
it was to a pretty large extent seems abundantly certain.
Hercules, under the name of Melcarthus, was the tutelar deity
of Tyre; and his expeditions along the shores of the Mediter-
ranean, and to the straits connecting it with the ocean, seem
to be merely a poetical representation of the progress of the
Pheenician navigators, who introduced arts and civilisation,
and established the worship of Hercules, wherever they went.
The temple erected in honour of the god at Gades was long
regarded with peculiar veneration.

The Greeks were, however, indebted to the Pheenicians,
not merely for the rudiments of civilisation, but for the great
instrument of its future progress—the gift of letters, Few
facts in ancient history appear to be better established than
that a knowledge of alphabetic writing was first carried to

1 Lib, xvi. § 16. .

? Scheffer, « De Militia Navali Veterum,” lib. i. cap. 2. ; Goguet, * Sur
L’Origine des Loix,” ete., Eng, Trans., i. 296, and ii. pp. 95-100.. See
also Heeren on the ¢ Manufactures, etc., of the Theenicians.”
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Greece by Pheenician adventurers; and it may be safely
affirmed, that this was the greatest boon any people ever
received at the hands of another.

The attention of the Pheenicians was not, however, wholly
occupied by manufactures, navigation, and trade, and the cul-
tivation of the arts and sciences subsidiary to their advance-
ment. From the earliest ages they evinced a taste for philo-
sophy and literature. Moschus, a native of Sidon, is said to
have taught the doctrine of atoms previously to the Trojan
war. And the treatise of Sanchoniathon on the Pheenician
Cosmogony - and Theogony is referred to about the same
epoch.! At a later period, Phwnicia continued to be a
favoured seat of learning. Boethus of Sidon is said by Strabo
to have been one of his fellow-students; and Antipater and
Apollonius of Tyre are names well known in the history of
the Stoical philosophy. - Under the Roman emperors, Berytus,
one of the oldest of the Pheenician cities, became no less
famous for the study of law in the East than Rome was in the
West. It was said by Justinian to be the mother and the
nurse of the laws. It is not known when or by whom this
legal school was founded. -But it is obvious, from a decree of
the emperor Dloclesxan, that it had been estabhshed long be-
fore his time.?

Before quitting this part of our subject, we may shortly
notice the statement of Herodotus with respect to the circum-
navigation of Africa by Phenician sailors. The venerable
father of history mentions, that a fleet fitted out by Necho
king of Egypt, but manned and commanded by Pheenicians,
took its departure from a port on the Red Sea, at an epoch
which is believed to correspond with the year 604 before the
Christian 2era, and that, keeping always to the right, they
doubled the southern promontory of Africa; and yeturned,
after a voyage of three years, to Egypt, by the Pillars of

1 The authenticity of this treatise has been denied, but probably on no
good grounds; at all events it has not been copied from the Mosaic
cosmogony.

2 Ancient Universal History, vol. ii, p. 3253 Glbbon cap. 17.
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Hercules:! Herodotus further mentions, that they related
that, in sailing round Africa, they had the sun on their right
hand, or to the north, a circumstance which he frankly ac-
knowledges seemed incredible to him, but which, as every one
is now aware, must have been the case if the voyage was
actually performed.

Many learned and able writers, and particularly Gosselin,?
have treated this account as fabulous. But the objections of
Gosselin have been successfully answered in an elaborate note
by Larcher ;* and Major Rennell has sufficiently demonstrated
the practicability of the voyage.* 'Without entering upon this
discussion, we may observe, that not one of those who guestion
the authenticity of the account given by Herodotus; presumes
to doubt that the Pheenicians braved the boisterous seas on
the coasts of Spain, Gaul, and Britain; and that they had,
partially at least, explored the Indian ocean. But the ships
and seamen that did this much, might, undoubtedly, under
favourable circumstances, double the Cape of Good Hope.
The relation of Herodotus has, besides, such an appearance of
good faith, and the circumstance, which he doubts, of the
navigators having the sun on the right, affords so strong a
confirmation of its truth, that there really seems no reason-
able ground for doubting that the Pheenicians preceded, by
more than 2,000 years, Vasco de Gama in his perilous enter-
prise.

After the sack of Tyre and the conquest of Egypt, Alex-
ander, who was no less eminent as a statesman than as a
general, perceived the advantage that might be derived from
the establishment of a commercial entrepdt at a convenient
harbour near the western arm of the Nile. For this purpose
he founded Alexandria, a city which, being connected with

- 3 Herod., lib. iv., cap. 42.

2 Recherches sur la Géographie Systemahque et Positive des Anciens,
tome i, pp. 204-217.

3 Hérodote, tome iii. pp. 458-464, edit. 1802.

4 Geography of Herodotus, ii. pp. 348-402, 8vo edit.
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the Nile by a canal,® became, first under the Ptolemies, and
subsequently under the Roman emperors, a place of great
trade, and the principal emporium for the- exchange of the
commodities of the eastern and western worlds. The trade
with India was carried on from Myos-Hormos and Berenice,
ports on the Red Sea, the latter being nearly under- the
tropic. The commodities landed at Berenice were conveyed
by a N.W. route to Coptos-on the Nile, and were thence
conveyed by that river and the canal to Alexandria. This
was not so short nor so expeditious a route as that by which
the commerce of India had previously been carried on by the
Phenicians, And it is singular that none of the Syrian
monarchs, the successors of Alexander, should have made an
effort to secure to their dominions the advantages resulting
from the possession of so lucrative a traffic, by restoring it to
its old channel, or by establishing a route from the Persian
Gulph to the Mediterranean,

SECT. II.—-GRECIAN COMMERCE.

The Greeks, who so greatly improved most part of the arts
they derived from others, never attained to high eminence as a
commercial or maritime people. A variety of circumstances
might be mentioned which account, in part at least, for the un-
favourable light in which manufacturing and commercial em-
ployments were regarded in the Grecian states. The institution
of domestic slavery? seems, however, to have had the greatest
influence. It perpetuated a prejudice which probably origin-

1 This canal, after having been for some ages filled up, was re-opened
by the late Mehemet Ali, Pasha of Egypt, and is once more become
the channel of communication between the Nile and the city.

2 L’esclavage n’était passeulement 'instrument, mais pour ainsi dire, la
force motrice du travail antique. Ce que font les machines aujourdhui, ce
que faisaient les chevaux avant nos machines, s'accomplissait, dans les
limites ou ce travail était naturellement renfermé, par les bras des
esclaves.— Wallon, “ Histoire de IEsclavage dans I’Antiquité,” 1. 246.
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ated in those ages of violence and disorder, antecedent to™ the
establishment of a regular form of government, when man,
constantly exposed to hostile attacks, depended on his sword
alone for protection, and devolved ea the softer sex, or on the
captives he had taken in war, all those sedentary and laborious
occupations_which he considered incompatible with the higher
functions he was called upon to discharge. The contempt
in which slaves were held made the industrial and menial
employments, which were either wholly or partly committed
to them, be regarded as-mean and despicable. And this low
estimate was not only in unison with the popular prejudices
on the subject, but was approved by the most eminent philo-
sophers, and sanctioned by the laws., Artisans, merchants,
and mercenaries, are said by Aristotle, by whom they are
classed together, to have a degraded existence; and he lays it
down, that in well-regulated states mechanics should not be
admitted to the rights of citizens.! In Sparta and Epidamnus,
and perhaps in other states, mechanical employments were
wholly confined to slaves; and in Thebes no individual could
be elected to the magistracy who had been, during the pre-
vious ten years, engaged.in commercial transactions. In those
cities in which the democracy preponderated, the condition of
mechanics and retail tradesmen was less unfavourable. During
the ascendancy of the popular party in Athens, they might
become citizens and magistrates. Still, however, the individuals
employed in the manufacture and sale of goods did not even
there attain to much consideration. These businesses were,
in consequence, mostly carried on by slaves or by resident
aliens; the latter heing treated with little respect, and sub-
jected to some highly vexatious and oppressive regulations.?
Such conduct towards strangers was mot a little. contra-
dictory in a commercial people. .And Xenophon had good
grounds for, stating, that the Athenians would gain a great
deal by treating the foreigners established in their city with

1 Arist. Politica, lib. vii. cap. 2, § 7, and lib. iii. cap. 3, § 2. Seealsoa
decisive statement in Ilerod. lib. ii. cap. 167.

2 If they became bankrupt, though without any imputation of fraud,
they were cnslaved.
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greater kindness and liberality.! The income derived from
land was most esteemed by the Greeks, and agriculture was
next to arms, and public employments their fa‘ourlte occu-
pation.

The first Grecian voyage of which we have any account,
was undertaken by the  Argonauts, from the coast of Thessaly
to Colchis, on the east coast of the Euxine; about 1,200 years

B.C. - And such was the opinion entertained of the skill
and courage evinced in the enterprise, that Jason and his
compeers were ranked among the demigods; and the name of
the vessel in which they made the voyage was conferred on
one of the heavenly constellations. But the progress of the
Greeks in naval architecture and navigation, did not cor-
respond with their rapid progress in other departments. It
has been justly observed that their victories by sea, during
the Persian war, are to be ascribed more to their martial
spirit and the courage inspired by their free institutions, than
to their superiority in naval affairs. Even in the Pelopon-
nesian war their ships were of inconsiderable burden and
force, had only a single mast, depended more on oars than on
sails, and were mostly without decks. -

Innumerable instances occur in Grecian history which set
in the clearest light the backwardness of the Greeks in naviga-
tion, and their little acquaintance with countries at no great
distance from their own shores. The fleets which the Persian

sovereigns employed in their expeditions against Greece, were *

partly manned by Jonian Greeks who were quite as good
sailors as those of Greece proper. And yet Herodotus relates,
that when Mardonius invaded Greece, Le lost above 800
vessels and 20,000 men in doubling the promontory terminat-
ing in Mount Athos?> To avoid a similar disaster, Xerxes
cut a canal across the isthmus connecting the Mount with the

1 On the Revenue of Athens.—By this means, says he, you will in-
crease the number of aliens, and the amount of the duty on aliens,
(12 drachmas per annum for A man, and 6 for a woman), the noblest
branch of the public revenue, .

2 Lib. vi. § 44.

~
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mainland, the traces of which are still extant.! To double Cape
Malea, the most southerly point of the Peloponnesus, was ac-
counted, even in Strabo’s time, an exploit of the greatest
difficulty and danger.® The attempts which were frequently
repeated to cut a canal across the isthmus of Corinth proved
unsuccessful. But vessels were, notwithstanding, sometimes
conveyed from sea to sea across the land; a conclusive proof
as well of the smallness of their size as of the imperfection of
navigation.

It is stated by Herodotus, that during the Persian war the
Grecian fleet, which had rendezvoused at ZEgina, in the
Saronic Gulph, was visited by deputies from Tonia, who pressed
them to sail for that country. Buthesays it was with difficulty
they could be prevailed upon to make sail for Delos, For,
he adds, they knew little of the countries beyond that island;
and even supposed that Samos, adjacent to the coast of Ionia,
was as distant from ZEgina as the Pillars of Hercules.?

No doubt, however, this statement refers to the officers
only, who in ancient times were chosen to command ships
of war for their military talents, with little or no regard
to their nautical experience or skill. And, understood in
this way, it sets the ignorance, even of the better in-
formed portion of the Greeks, in a very striking point of view.
But it must not be regarded as affording any fair specimen
of the knowledge of the masters of trading vessels. Every-
body is aware that long previously to this epoch, colonies of
Greeks were established in all the surrounding countries.
Many of these grew, in no long time, to be flourishing and
important communities. .And the intercourse which they all
kept up, to a less or greater extent, with their mother cities,
would appear to render the statement of Herodotus quite in-
applicable to the parties engaged in it.

But despite the influence of the favourable circumstances
now referred to, the Greeks never distinguished themselves in

1 Herod. lib. xii. § 24. Herodotus says that the cutting of the
canal was a work of ostentation, as the vessels might, without much diffi-
culty, have been conveyed across the isthmus.

2 Lib, viil. cap. vii. § 1. 3 Lib. viil. eap. 132.
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naval affairs. ~ The ‘ships of "Athens and “of * Corinth, the
two most commercial states of Greece, though of the largest
size, were rarely met with west of Sicily; and it is doubtful
whether one of them was ever seen beyond the Pillars of
Hercules. In sailing, the Greek navigators seldom ventured
out of sight of the land. And such was their timidity or want
of skill, that they only went to sea in the summer months, and
were invariably laid up in port for about half the year.

The narrow and generally barren territory of Attica being
unable to furnish a sufficient supply of food for its numerous
population, the importation of corn became an object of para-
mount interest. And conformably to that timid and cautious
policy which all nations seem in the first instance to have
embraced, the Athenians did not trust to the efforts of private
individuals for its supply. The exportation of corn of native
growth was unconditionally prohibited ; and while unusual en-
couragement was given to the importation of foreign corn, only
a third part of that which was imported could be re-exported.?
Exclusive of the imports by private parties, considerable quan-
tities were imported and warehoused at the expense of the state.
And there appear to be good grounds for concluding that this
corn was sold at a comparatively low price,and that it was some-
times distributed gratis.2 The imaginary crimes of forestalling
and regrating, which have occupied so prominent a place in
the penal code of this and other modern countries, were de-
nounced with as much vigour, and to as little purpose, in
Athens. Part of the foreign corn required for the use of the
state was obtained from Sicily, and part from Egypt, Rhodes,
etc.; but by far the greatest supply was obtained from the
Taurica Chersonesus, now the Crimea. This peninsula was,
in fact, the granary of Athens; and every effort was made to
protect and encourage the trade with it. Besides corn, the
Crimea and the coasts of the Euxine abounded with various im-
portant articles, which met with a ready salein the markets of
Athens ; such, for example, as salt-fish, timber and every-

1 Boeckh, i. p. 111. ? Ibid, i. p. 119, etc.
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thing required for the construction of ships, with wax, honey,
tar, wool, leather, goat-skins, etc. Immense numbers of the
most serviceable slaves were brought from the Black Sea, and
also from Thrace and Thessaly. The exports from Athens
consisted of a great variety of articles, partly the produce of
Attica, and partly brought from other countries. The iron-
works and foundries of Attica produced many staple com-
modities, including arms, for the Euxine.

We may remark, by the way, that books are included
among the articles of export. But there can be little doubt that
Boeckh! is right, in saying that these were blank books, con-
sisting of parchment, papyrus, or other material, formed into
volumes. In Greece, the copying and sale of manuscripts
was confined within very narrow limits. And though it grew
to be of considerable importance in Rome after the age of
Augustus, what may be truly called the trade in books is
known only to modern times. It is one of the many results
of the invention of modern paper, and the discovery of the art
of printing. And, but for these, it is doubtful whether the
present age would have had much reason to boast of its su-
periority over the ages of Pericles and Augustus.

The Athenians were fully sensible of the many advantages
which they derived from the trade with the Euxine. Those
princes whose territories lay upon its coasts, and more espe-
cially those who commanded the channel of the Bosphorus,
received the most flattering marks of their regard. Some of
them were advanced to the high dignity of Athenian citizens.
‘And Leucon, king of Thrace, was so much pleased with this
distinction, that he ordered the decree by which it was con-
ferred to be engraved on three marble columns, one of which
was placed on the Pirzus, another on.the side of the Bos-
phorus, and the third in the temple of Jupiter Urius. The
wheat annually imported from the Crimea into Athens is said
to have amounted to about 400,000 medimni,?* or 570,000
bushels; and, estimating the imports from all other places at

1 Public Economy of ‘Athens, i. 66.
? The medimnus is equal to 1-426 busbel.
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as much more, the total importation would amount to 1,140,000
bushels, or 142,500 quarters. The Athenians had the privi-
lege of shipping wheat from the Taurica Chersonesus without
paying the ordinary export duty of about 3% per cent.; and,
consequently, could undersell the merchants of other countries.
To secure their trade with the Crimea, they kept a strong
garrison at Sestus, on the Hellespont. The sentinels on duty
in the castle were commanded to observe the number and de-
scription of the ships passing into the Euxine. The Athenians
were thus made aware of the danger which their merchantmen
had to apprehend in war from the cruisers of the enemy, and
of the progress made by their rivals during peace.!

The island of Delos was a principal seat of Athenian, or
rather of Grecian commerce. Being the reported birth-place
of Apollo and Diana, it was regarded with peculiar veneration.
The former had here a famous oracle, which indeed was second
only to that of Delphi. Every sort of hostility was suspended
within its hallowed and hospitable shores. Even the fleets of
Xerxes, when he invaded Greece, were forbid, by his express
orders, to anchor in its harbours. And besides its sanctity,
and the celebrity of its oracles, various circumstances contri-
buted to render Delos one of the greatest emporiums of
antiquity. -Its commodious situation in the centre of .the
Greek islands, and of the then trading world, being nearly
equidistant from Europe and Asia, and from the Euxine and
the Nile, rendered it a natural resort of merchants, After the
sack of Corinth by the Romans, many of its inhabitants repaired
to Delos, and largely augmented its trade and importance.
Once in every Olympiad a grand festival was held in the island,
which was resorted to by immense crowds, and was early
renowned not only for the splendour of its religious rites and
processions, but also for the extent of its commercial transac-
tions. The purchase and sale of slaves formed a leading
branch of the trade of which Delos was the centre.? The

1 Clarke’s  Connection of the Roman, Saxor}, and English Coins,”
pp- 53-66.
2 Chios was the next great insular slave market.
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best were brought from the countries round the Black Sea;
the greatest numbers being supplied by Lycian and Cilician
pirates, who were tempted to carry on their robberies by the
facility with which their captives were disposed of in the
Delian markets. Strabo says that it was not unusual for
several thousand slaves to be landed at Delos, sold, and
shipped off to their respective destinations, in the course of
the same day.! Most part of these wretches were latterly
purchased by dealers from Rome. In addition to slaves,
every commodity known im the ancient world was to be
found in its markets. The products of Europe, Asia, and
Africa were exhibited together, and bartered for each other.
The island became a common storehouse for the treasures
of every commercial nation; and the scene exhibited during
the festivals, from the mixture of religious pomp and cere-
mony with commercial wealth and enterprise, was in a high
degree picturesque and animated. The hostile incursions
of Mithridates inflicted a blow on Delos from which she did
not recover. The Romans, indeed, granted the inhabitants
various privileges, and exempted them from all taxes and
contributions. But the charm which had shed so brilliant
a lustre over this little spot in the flourishing ages of Greece
was gradually dissolved. Itsoracles became mute; its festivals
ceased to be frequented; its sanctity, no longer respected,
failed to secure it from piratical incursions; and Delos was
ultimately abandoned by its inhabitants. Tournefort, who
has given the best account of its modern state, represents
it as wholly uninhabited, and as being everywhere covered
with superb ruins, the only memorials of its former wealth
and magnificence. The inhabitants of Mycone were recently
in the habit of holding Delos chiefly for the purpose of pastur-
age ; and paid only ten crowns a-year to the Grand Seignior
for the possession of what had anciently been one of the richest
and most crowded emporiums of the world.?

It may be worth while to observe, that in modern times

1 Strabo, lib. xiv. cap. 5.
2 Tournefort, “ Voyage du Levant,” i. pp. 290-32a
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Syra, also, one of the Cyclades, and only about seventeen or
eighteen miles west from Delos, has, in consequence of its ad-
vantageous situation and commodious harbour, become an
important emporium.
The Athenians passed a number of laws respecting com-
merce, mostly of a prohibitory nature. It was provided, for
example, that no Athenian citizen, or stranger resident in
Attica, should advance money on any vessel, or on the ‘cargo
of any vessel, unless it were to return to Athens, and discharge
its cargo there. The exportation of various articles .which
were deemed of the first necessity, was expressly forbidden.
Among others, this list included timber for building ; Afir,
cypress, plane, and other trees, which grew in the neigh-
bourhood of the city; the rosin collected on Mount Parnes
and the wax of Mount Hymettus, -which articles, mixed to-
gether, or perhaps singly, were used for caulking ships. The
Athenians carried on war as much by impeding commerce
as by force of arms, making, in this view, the most unscrupu-
lous use of their naval ascendancy. Therc were besides a
great number of laws respecting the conduct of masters of
ships, the interest of money advanced on bottomry and other
securities, the different sorts of contracts, etc. One of these
laws inflicted a fine of a thousand drachmas, and in some-
instances the punishment of imprisonment, on whoever ac-
cused a merchant or trader of any crime he was unable to_
substantiate. All causes which respected commerce and
navigation, could be heard only during the winter months, or
when vessels were invariably in port, a regulation by which it
was sought to prevent merchants and captains being prejudiced
in their business by obliging them to-attend the courts during
the busy season. Functionaries, equivalent to the consuls of
modern times, were also established in the different cities.!
Credit was generally at a low ebb in Greece. In Athens
the rate of interest was not fixed by law, but varied according
to circumstances.? The bankers and money-dealers of that

1 Boeckh, book i. passim.
2 Sce some statements with respect to it, ante, p. 144.
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city paid certain rates of interest, varying, most probably,
according to the magnitude and duration of the loan, to those
who deposited money in their hands; their profit being de-
rived from the higher rates at which they were able to relend
it to others. Great confidence appears to have been placed
in their integrity. Contracts for debt, and deeds of all sorts, as
well as money, were trusted to their care; and engagements
were concluded in their presence without other witnesses or
writings.! And yet they never enjoyed much consideration.
They consisted principally, ‘indeed, of aliens and freedmen,
and were, as a class, extremely unpopular. This arose
partly from the low estimation in which all traders were held,
partly from the strong prejudices which many entertained
against taking any interest,? and partly, and principally, from
the exorbitant rates which the bankers were sometimes in the
habit of charging. But this, as we have previously shown, was
no fault of theirs. It resulted from the extreme risk to which
the principal was exposed from the defective state of the law,
and the temptations which it held out to debtors to resist pay-
ment of their debts.

During war, every Athenian citizen who had a fortune of
ten talents, was obliged,;in case of need, to furnish the state
with a galley; if he possessed twenty talents, he might be
obliged to furnish two; but however rich, no more than three
galleys and a boat were required of him. Those who were
worth less than ten talents joined to contribute a galley.

Corinth had less of a warlike, and more of a manufacturing,
and commercial character than Athens, or, indeed, than any
other Grecian city.” Her situation was particularly well suited
for commercial enterprises. Being built on the isthmus between
the sea of Crissa on the one hand, and the Saronic Gulph on the

- other, she became the entrepdt not only of all the commerce be-
tween the eastern and western parts of Greece, but also of many
foreign countries. To avoid the difficulty and danger which

1 Boeckh, i. p. 170.
? Aristotle appears to have been fully imbued with these prejudices.
Politica, Lib. i. cap. iii. § 23. -
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the Greek navigators experienced in sailing round Cape Malea,
goods that came from Italy, Sicily, and the countries to the -,
west of Greece, were landed at Liecheeum, a port of Corinth
on the Crissean Sea, while the merchandise from Asia-Minor,
. the Euxine, Pheenicia, and the islands in the ASgean, were
landed at Cenchra, another part of Corinth at the bottom
of the Saronic Gulph, on the opposite side of the isthmus.
The latter was so narrow that the goods were easily trans-
ported from the one port to the other; and, as previously
seen, even ships were sometimes conveyed by land from sea
to sea.

¢ Corinth,” says the learned author of the travels of Ana-
charsis, “ became the mart of Asia and Europe, continued to
collect duties on foreign merchandise, covered the sea with
ships, and formed a navy to protect her commerce, Her in-
dustry was excited by success ; she built ships of a new form,
and first produced galleys of three benches of oars. Her naval
force procuring her respect, all nations poured their produc-
tions into her emporium. We saw the shore covered with the
paper and sail-cloth of Egypt, the ivory of Libya, the leather
of Cyrene, incense from Syria, Pheenician dates, Carthaginian
carpets, corn and cheese from Syracuse, pears and apples from
Eubcea, Phrygian and Thessalian slaves, with a great variety
of other articles which daily arrive in the ports of Corinth.
Foreign merchants of all countries, but more especially of
Pheenicia, are attracted thither by the hope of gain; and the
games of the isthmus draw together a prodigious numberof
spectators.

¢ These resources increasing the wealth of the state, work-
men of all kinds are protected, and exert themselves with
new emulation,! Certain manufactures of brass and earthen-
ware, fabricated in this city, are held in the greatest estima-~
tion. Corinth possesses no copper mines, but her workmen,
by mixing what they procure from foreign countries with a
small quantity of gold and silver, compose a metal extremely
brilliant, and almost proof against rust. Coverlets for beds

B Heréd, lib. ii, cap. 167.
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manufactured in Corinth, are in great demand in foreign
countries. And her citizens have collected, at an immense
expense, pictures, statues, and vases, the workmanship of the
greatest masters.”!

‘We may farther add, that in the magnificence of her public
buildings, no less than in the splendour of the chefs dauvre
of statuary and painting by which they were adorned, Corinth
was second only to Athens. The opulence, of which she was
the centre, made her a favourite seat of pleasure and dissipa-
tion, as well as of trade and industry. Venus was her prin-
cipal deity ; and the temple and statue of the goddess were
prominent objects in the acropolis. Liais, the most celebrated
of the priestesses of Venus, though of Sicilian origin, selected
Corinth as her favourite residence; and so highly was she
esteemed, that a magnificent tomb (described by Pausanias)
was erected over her remains, and medals struck in com-
memoration of her beanty ! In consequence, Corinth became
one of the most luxurious, and also one of the most expensive,
places of antiquity, which gave rise to the proverb,—

¢« Non cuivis homini contingit adire Corinthum.”?

Corinth never fully recovered from the grevious injuries
inflicted on her by the Romans under Mummius. But Julius
Cesar having sent a colony thither, she again became a con-
