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ADVERTISEMENT
BY
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EDITION.

A NEwedition of this translation of the popular treatise of M. Say having
oeen called for, the five previous American editions being entirely out of
print, the editor has endeavoured to render the work more deserving of
the favour it has received, by subjecting every part of it to a careful revision. As the translation
of Mr. Prinsep was made in the year 1821,
from an earlier edition of the original treatise, namely, the fourth, which
had not received the last corrections
and improvements
of the author,
wherever an essential principle had been involved in obscurity, or an
error had crept in, which had been subsequently cleared up and removed,
the American editor has, in tiffs impression, reconciled the language of the
text and notes to the fifth improved edition, published in 1826, the last which
M. Say lived to give to the world. It has not, however, been deemed
necessary to extend these alterations in the translation any further than
to the correction of such discrepancies and errors as are here alluded to ;
and the editor has not ventured to recast the translation, as given by Mr.
Prinsep, merely with a view to accommodate
its phraseology, in point
of neatness of expression or diction, to the last touches of the author.
The translation
of Mr. Prinsep, the editor must again be permitted to
observe, has been executed with sufficient fidelity, and with considerable
spirit and elegance ; and in his opinion it could not be much improved by
even remoulding it after the last edition. The translation of the introduction, given by the present editor, has received various verbal corrections ;
and such alterations and additions as were introduced by the author into
his fifth edition, will now be found translated.
It is, moreover, proper to state, that at the suggestion of the American
proprietors and publishers of this edition of the work, the French moneys,
weights and measures, throughout the text and notes, have been converted into the current coins, weights and measures of the United States.
wnen the context strictly required it by a rigorous reduction, and when
merely assumed as a politico-arithmetical
illustration, by a simple approximation to a nearly equivalent quantity of our own coins, weights or
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measures. TMs has been done to render the work as extensively useful
as possible, and will, no doubt, make the author's general principles and
reasonings more easily comprehended, as well as more readily remembered, by the American student of political economy.
Many new notes, it will be seen, have been added by the American
editor, in further illustration or correction of those portions of the text
which still required elucidation.
The statistical data now incorporated
in these notes, have been brought down to the most recent period, both
in this country and in Europe.
No pains have been spared in getting
access to authentic channels of information, and the American editor
trusts that the present edition will be found much improved throughout.
The death of M. Say took place, in Paris, during the third week of November, 1832, on which occasion, according to the statements in the French
journals, such funeral honours were paid to his memory as are due to
eminent personages, and Odilon-Barrot, de Sacy, de Laborde, Blanqui,
and Charles Dupin, his distinguished countrymen and admirers, pronounced discourses at the interment in the cemetery of Pete Lachaise.
The account of his decease, here subjoined, is taken from the London
Political Examiner of the 25th of November, 1832, and is from the pen
of its able editor, Mr. Fonblanque, one of the most powerful political
writers in England. Mr. Fonblanque, it appears, was the personal friend,
as well as the warm admirer, of the genius and writings of M. Say, and
was well qualified to appreciate his high intellectual endowments, his
profound knowledge and political wisdom, his manly independence, his
mild yet dignified consistency of character, and above all, his rare and
shining private virtues.
There hardly could be a more interesting and
instructive task assigned to the philosophical biographer, than a faithful
portraiture of the life and labours of this illustrious man, which were so
ardently and efficiently devoted to the advancement of the happiness and
prosperity of his fellow-men.
Perhaps the writings of no authors, however great their celebrity may be, are exerting a more powerful and enduring influence on the welt-being of the people of Europe and America,
than those of Adam Smith, and John Baptiste Say.
" France has this week lost another of her most distinguished writers
and citizens, the celebrated political economist, M. Say. The invaluable
branch of knowledge to which the greatest of his intellectual exertions
were devoted, is indebted to him, amongst others, for those great and
all-pervading truths which have elevated it to the rank of a science ; and
to him, far more than to any others, for its popularization and diffusion.
Nor was M. Say a mere political economist ; else had he been necessarily
a bad one. He knew that a subject so 'immersed in matter,' (to use the
line expression of Lord Bacon,) as a nation's prosperity, must be looked
at on many sides, in order to be seen rightly even on one. M. Say was
one of the most accomplished minds of his age and country. Though he
•_ad given his chief attention to one particular aspect of human affairs,
all their as_)ects were interesting to him ; not one was excluded from his
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survey.
His private life was a model of the domestic virtues. From the
time when, with Chamfort and Ginguen_, he founded the Decade Philoeophique, the first work which attempted to revive literary and scientific
pursuits during the storms of the French Revolution--alike when courted
by Napoleon, and when persecuted by him (he was expelled from the
Tribunat for presuming to have an independent opinion); unchanged
equally during the sixteen years of the, Bourbons, and the two of Louis
Philippe--he passed unsullied through all the trials and temptations which
have left a stain on every man of feeble virtue among his conspicuous
contemporaries.
He kept aloof from public life, but was the fi'iend and
trusted adviser of some of its brightest ornaments ; and few have contributed more, though in a private station, to keep alive in the hearts and in
the contemplation of men, a lofty standard of public virtue. If this feeble
testimony, from one not wholly unknown to him, should meet the eye
of any onewholoved him, may it, in so far as such things can, afford mat
comfort under the loss, which can be derived from the knowledge that
others know and feel all its irreparableness !"
C. C. B.
PHILAILELPHIA, December, 1834.
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No work upon political economy, since the publication of Dr. Adam
Smith's profound and original Inquiry into the Nature and Causes of the
Wealth of Nations, has attracted such general attention, and received
such distinguished marks of approbation from competent judges, as the
"Traite D'Economie Politique," of M. Say. It was first printed in Paris
in the year 1803; and, subsequently,
has passed through five large
editions, that have received various corrections and improvements fi'om
the author. Translations of the work have been made into the German,
Spanish, Italian, and other languages ; and it has been adopted as a textbook in all the universities of the continent of Europe, in which this new
but essential branch of liberal educ_tioa is now taught.
The four
former American editions of this translation have also been introduced
into many of the most respectable of our own seminaries of learning.
It is unquestionably
the most methodical, comprehensive
and best
di_'ested treatise on the elements of political economy, that has yet been
presented to the world. It e×hibits a clear and systematical view of all
the solid and important doctrines of this very extensive and difficult
science, unfolded in their proper order and connexion.
In the establish°
ment of his principles, the author's reasonings, with but few exceptions,
are logical and accurate, delivered with distinctness and perspicuity, and
generally supported by the fullest and most satisfactory illustrations.
A
rigid adherence to the ind_uctive method of investigation, in the prosecution of ahnost every part of his inquiry, has enabled M. Say to effect a
nearly complete analysis of the numerous and complicated phenomena
of wealth, and to enunciate and establish, with all the evidence of demonstration, the simple and general laws on which its production, distribution, and c_nsumption depend.
The few slight and inconsiderable
errors into which the author has fallen, do not affect the general soundness and consistency of his text, although, it is true, they are blemisbes
_hat thus far darken and disfigure it. Bat the_e are of rare occurrence,
and the fidse conclusions involved in them may be easily detected and
i

t

refuted by ree,n'rence to the fimdamental principles of the work, with
which they manifestly are at variance, and contradict.
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The foundation of the science of political economy was firmly laid,
and the only successful method of conducting our inquiries in it pointed
out and exemphfied by the illustrious author of the Wealth of Nations ;
a number of its leading doctrines were also developed and explained by
other eminent writers on the continent of Europe, who, about the same
time, were engaged in investigating
the nature and causes of social
riches. But neither the scientific genius and penetrating sagacity of the
former, nor the profound acuteness and extensive research of many of
the latter, enabled them to obtain a complete discovery of all the actual
phenomena of wealth, and thus to effect an entire solution of the most
abstruse and difficult problems in political economy; those, namely,
which demonstrate the true theory of value, and unfold the real sources
of production.
Aided, however, by the valuable materials collected and
arranged by the labours of his distinguished predecessors, here referred
to, and proceeding in the same path, our author, with the closeness and
minutenes of attention due to this important study, has succeeded in
examining under all their aspects, the general facts which the groundwork of the science presents, and by rejecting and excluding the acci.
dental circumstances connected with them, has thus established its ulti.
mate laws or principles.
Accordingly, by pursuing the inductive method of investigation, M.
Say, in the most strict and philosophical manner, has deduced the true
nature of value, traced up its origin, and presented a clear and accurate
explanation of its theory.
His definition of wealth, therefore, is more
precise and correct than that of any of his predecessors in this inquiry.
The agency of human industry, which Dr. Adam Smith, not with the
strictest propriety, denominated labour, the important operation of natu.
ral powers, especially land, and the fim_tions of capital, as well as the
relative services of these three instruments, and the modes in which they
all concur in the business of produetior_ were first distinctly and fully
pointed out and illustrated by our author.
In this way be successfully
unfolded the manner in which production is carried on, and imparts value
to the products of agriculture, manufactures,
and commerce.
By, also,
distinguishing reproductive from unproductive consumption, M. Say has
exhibited the exact nature of capital, and its consequent
important
agency in production, and thus has shown why economy is a source of
national wealth.
Such are this author's peculiar and original speculations, the fruits of deep and patient meditation on the phenomena observed.
The elementary principles derived fi-om them, with others previously ascertained, he has combined into one harmonious, consistent,
and beautiful system.
But a few of these solid and well-established positions have been criti
cised and objected to as inconclusive and inadmissible, by Mr. Ricardo
and by Mr. Malthus, two of the ablest and most distinguished political
economists among our author's contemporaries.
Other doctrines in relation to the nature and origin of value have been advanced by them, and
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with so much plausibility too, that some of the most acute reasoners of
the present day have not been sufficiently on their guard against the
fallacies involved in them. The mathematical cast _ven to their reasonings by these writers, has captivated and led astray the understandings
of intelligent and sagacious readers, and induced them to adopt, as
scientific truths, what, when properly investigated and analyzed,
are
found to be merely specious hypotheses.
Hence it- is that a theory of
value, purely gratuitous, has been extolled in one of the principal literary
journals of Great Britain, as being "no less logical and conclusive than
it was profound and important."
Our author, accordingly, deemed it
necessary to examine the arguments brought forward in support of these
views of his opponents, in order to test their soundness and accuracy,
and to submit his own principles to a further review, that he might become satisfied that the conclus,ons he had deduced from them had not
been in any manner invalidated.
In the notes appended by M. Say to the French translation of Mr.
Ricardo's Principles of Political Economy and Taxation, the reader will
find what the editor deems a masterly and conclusive refutation of the
theoretical errors of this author. M. Say's strictures upon the twentieth
chapter of the work, entitled, "Value and Riches, their Distinctive Properties," are in his opinion decisiveand unanswerable.
Thefallaciescontained in Mr. Ricardo's theory of value, which, the editor thinks, may
be traced to an anxiety to give consistency to the loose and inaccurate
proposition of Dr. Adam Smith, that exchangeable value is entirely derived from human labour, are there fully exposed, and his whole train
of reasoning, in connection with it, shown to rest upon an unwarrantable
assumption.
It must, however, be conceded that Mr. Ricardo was an
intrepid and uncompromising
reasoner, who always proceeded in the
most direct and fearless manner from his premises to the conclusion. But
not uniting with the strongest powers of reasoning, a capacity for analytical subtilty, he sometimes did not perceive verbal ambiguities in the
formation of his premises, and transitions in the signification of his
terms in the conduct of his argument, which, in these instances, vitiated
Ms conclusions. The fundamental errors into which he has fallen, accordingly, do not arise from any want of strictness in his deductions, but
from undue generalizations
and perversions of language.
In M. Say's
Letters to Mr. Malthus, which have been translated by Mr. Richter, the
points at issue between these two eminent political economists are discussed in the most luminous, impartial, and satisfactory manner ; and by
all candid and unprejudiced critics must be considered as bringing the
controversy to a close.
It is not his intention, nor would it be proper on this occasion, for the
editor to enter further into the merits of the controversial writings of our
author. - Any dispassionate inquirer, who will take the pains carefully to
leview the whole ground in dispute, will, he thinks, find that the disquisitions referred to contain a triumphant vindication of such of the author's
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_eneral principles as had been assailed by his ingenious opponent_
Whenever the study of the science of political economy shall be more
generally cultivated as an essential branch of early education, most of
the abstruse questions involved in the controversies which now divide
the writers on this subject will be brought to a conclusion ; the accession
of useful knowledge it will occasion will more effectually eradicate the
prejudices which have given birth to these disputes and misconceptions,
than any direct argumentative
refutation.
The great merits of this treatise on political economy are now beginning to be well known and properly estimated by that class of readers
who take a deep interest in the progress of a science, which "aims at
the improvement of society," as DUG.*,LD
S'rEwAItT SOtruly remarks, "not
by delineating plans of new constitutions, but by enlightening the policy
of actual legislators ;" a science, therefore, with the right understanding
of whose principles, the welfare and happiness of mankind are intimately
connected.
In alluding to this admirable work of M. Say, Mr. Ricardo remarks,
"that its author not only was the first, or among the first, of continental
writers, who justly appreciated and applied the principles of Smith, and
who has done more than all other continental writers taken together, to
recommend the principles of that enlightened and beneficial system to
the nations of Europe ; but who has succeeded in placing the science in
a more logical, and more instructive order ; and has enriched it by several discussions, original, accurate, and profound."
The English public has for some time been in possession of the present
excellent translation of this treatise by Mr. Prinsep ; the first edition of
which was published in London in the spring of 1S21. It is executed
with spirit, elegance, and general fidelity, and is a performance, in every
respect, worthy of the original.
It is here given to the American reader
without any material alteration.
In various notes which the English translator has thought proper to
s_bjoin to his edition of the text, he has wasted much ingenuity in endeavouring to overthrow some of the author's leading principles, which,
notwithstanding these attacks, are as fixed and immutable as the truths
which constitute their basis.
Had Mr. Prinsep more thoroughly studied
M. Say's profound theoretical views on the subject of value, and had he,
also, made himself acquainted, which it nowhere appears that he has
done, with the powerful and victorious defence of these doctrines, contained in the notes on Mr. Ricardo's work, and in the letters to Mr.
Malthus, already referred to, he perhaps might have discovered, that they
are the ultimate generalizations
of facts, which, agreeably to the mos_
le_timate rules of philosophizing, the author was entitled to lay down
as general laws or principles. At all events, Mr. Prinsep should not have
veniured upon an attack on these first principles of the science of uolitical economy, without this previous examination.
Such, therefore, of these notes of the English translator as are in opposition to the well-established elements of the science, and have no othe_
B
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support than the hypothesis
of Mr. Ricardo and Mr. Malthus,
have been
_mtirely omitted;
the American
editor not deeming
himself under any
obli._ation to give currency
to errors, which would perpetually
interrupt
and distract the attention
of the reader in a most abstruse,
and difficult
inquiry.
Other notes of-the translator,
which contain interesting
and
valuable
illustrations
of other
general
principles
of the work, drawn
from the actual state of Great Britain and her colonies, have been retained in this edition, as appropriate
and useful.
The translator's
remarks
on the pernicious
character
and tendency
of the restrictive
and prohibitive policy, are particularly
worthy of regard,
confirming
as they most
fully do, on this subject, all the important
conclusions
of the author.
The
folly of attempting,
either by extraordinary
encouragements,
to attract
towards
some branches
of production
a larger
share of capital and industry
than would
be naturally
employed
in them, or by uncommon
restraints
fi_rcibly to divert from others a portion
of the capital and industry that would
be understood.

otherwise

be invested

in them,

is at last

beginning

to

The restrictive
system,
or that which by means
of legislative
enact
ments endeavours
to _ive a particular
direction
to national
capital
and
industry,
derived its whole support
from the assumption
of positions
now eeneralty
admitted
to be _ratuitous
and unfounded,
namely, that in
trade whatever
is gained
by one nation
must neeessari}y
be lost by
another,
that wealth consists
exclusively
of the precious metals, and consequently,
that in all sales of commodities,
the great object should be to
obtain returns
in #old and silver.
In Europe
these erroneous
opinions
have now, for some time. been relinquished
by political economists
of all
the various schools, some
lbw of the more recondite

of whom yet differ and dispute
respecting
a
and ultimate elements
of the science.
In the

whole ran__e of inquiry in political economy, perhaps
there is not a single
propo_]tmn
better established,
or one that has obtained
a more universal
s motion fi'om its enlightened
eu]tivators
in every country,
ral doctrine, that the most active, general,
and profitable
are __iven to the industry
and capita] of every people,
their direction and application
the most perfect freedom,

than the libeemployments
by allowing
to
compatible
with

the security
of property.
This fimdamental
position of political economy,
and the various principles
that flow from it as corollaries,
were first systematically
developed,
explained,
and tau_c,ht by the great father
of the
q:'ienee, Dr. Adam Smith ; althoue'h
Klimpses of the same important
truth
had previously,
and about the same time, reached
the minds of a few
eminent
individuals
in other parts of the world.
" The most effectual
plan for adv'anein_
a people to ffreatness,"
says Dr. Smith, - is to maintain that order ofthin_s
which nature
pointed
man, a_ lo_ as he observes
the rules of iustiee,

out; by allowing
every
to pursue his own inter-

est in hi.q own way, and to brine" both his industry
and his capital
rne fi'eevt competition
with tho_e of his fellow-mtizens."
Animated
!ike de<ire to promote
the improvement
and happiness
of mankind,
t_tat which

actuated

the author

of the Wealth

of Nations,

the

most

into
by a
with
pro.
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l_und inquiries among his successors embraced his enlarged and benevolent views, as the only certain means of increasing the general prosperity,
and eloquently maintained and enforced them.
The doctrines of the
freedom of trade and the rights of industry, were vindicated and taught
by all the distinguished British political economists; namely, by Dugald
Stewart, Ricardo, Malthus, Torrens, Horner, Huskisson, Lauderdale,
Bentham, Mills, Craig, Lowe, Tooke, Senior, Bowring, M'Culloch, and
Whatley.; and, on the continent of Europe, by authors as celebrated,
by Say, Droz, Sismondi, Storch, Garnier, Destutt-Tracy, Ganilh, Jovellanos, Sartorius, Queypo, Leider, Von Schlozer, Kraus, Weber, Muller,
Scarbeck, Pechio, and Gioja.
" Under a system of perfectly free commerce," says Mr. Ricardo,
"each country naturally devotes its capital and labour to such employments as are most beneficial to each. This pursuit of individual advantage is admirably connected with the universal good of the whole. By
stimulating industry, by rewarding ingenuity, and by using most efficacibusly the powers bestowed by rmture, it distributes' labour most effectively and most economically : while by increasing the general mass of
productions, it diffuses general benefit, and binds together by one common tie of interest and intercourse,
the universal society of nations
throughout the civilized world. It is this principle which determines that
wine shall be made in France and Portugal, that corn shall be grown in
America and Poland, and that hardware and other goods shall be manu
factured in England."
Our own celebrated countryman, Franklin, too, with a sagacity and
force which always characterized
his intellect, maintained and exemplified in his "Essay on the Principle_ of Trade," what he therein repeat.
edly called "the great principle of freedom in trade."
Even before the
appearance of the "Wealth of Nations, he had with almost intuition anticipated some of the most profound conclusions of the science of pohtieal
economy, which other inquirers had m-rived at only after a patient and
laborious analysis of its phenomena.
The new and generous commercial policy is not more beholden for support and currency to the arguments and illustrations of any of its early expositors, than to the clear
and vigorous pen of the highly gifted American philosopher.
"The expressions, Laissez nous loire, and pas troi) _o_verner," which, to use
the language of Dt'GALD STEWART,
the highest of all authorities, "comprise in a few words two of the most important less¢ms of political wisdom, are indebted chiefly for their extensive circulation, to the short and
luminous comments of Franklin, which had so extraordinary an influence
on public opinion, both in the Old and New "World." Nevertheless,
strange as It may seem, by a perversion or misconception of a few of
his ineic]ental opinions, the name of the first of practical statesmen has
been invoked, and its authority employed among us, in ,_id of a system
of restraints and prohibitions on commerce, which it was the chief aim
of his politico-economical writings to refi_te and condemn, as alike repug.
nant to sound theory and destructive to national prosperity.
Whenever
American statesmen and legislators shall ha_ e as clear and steady per.
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ceptions as Franklin of the truth and wisdom of the doctrine ofcommc,'
cial freedom, we may e._pect that our national
and state codes will .no
longer exhibit so many traces of that empirical spiri_ of tampering
regulation which, instead of invigorating
and quickening
the development
of
national wealth, only cramps and retards its natural growth.
,, Where
should we expect," says M. Say, in a letter to the editor, ', sound doctrine to be better received than amongst a nation that supports and illustrates the value of free principles,
old states of Europe are cankered
America
who will teach them the
reached
when governments
follow
cost too much."
The preliminary
and in his editions

by the most striking
with prejudices
and

examples.
bad habits

The
; it is

height of prosperity
which may be
the counsels
of reason,
and do not

discourse
has been translated
by the American
editor,
of the work restored
to its place.
The editor
must

confess that he is at a loss to
translator
of so material
a part
tion to his whole inquiry.
In
merit, has immediate
reference
ral views unfolded in the body

account
for the on_ission by the EngI_sh
of the author's
treatise
as this introducitself it is a performance
of uncommon
to, and sheds much fight over, the geneof the work.
The nature
and object of

the science of political economy,
the only certain method
of conducting
any "of our inquiries
in it with success, and the causes which have hitherto so much retarded
its advancement,
are all considered
and l_inted
out
with great clearness
and ability.
The author has also connected
with it
a highly interesting
and instructive
historical
sketch of the progress
of
this science during the last and present
century,
interspersed
with numerous judicious
and acute criticisms
upon the writings
and opinions
of his predecessors.
is deeply philosophical,

Moreover,
this discourse,
throughout
every part,
and well calculated
to prepare
the reader for the

study on which he is about to enter.
The editor has, therefore,
he trusts,
performed
an acceptable
service in putting the American
student in possession of so important
a part of the original work.*
Notes have also been subjoined
by the American
editor, for the purpose of marking
a tew inconsiderable
errors
and inconsistencies
into
which the author has inadvertently
fallen, and of supplying
an occasiona_
illustration,
drawn
from other authors,
of such passages
of the text
as seemed to require further elucidation
or correction.
C. C. B.
PHILADELPHIA,April,

_

1832.

The following extract of a letter from M. Say, to the American editor, it may not
be improper t_ subjoin, as it contains the author's opinion of the value he attaches to
the preliminary discourse.
"Your translation and rastoration of the preliminary discourse adds, in my eyes, a
new value to your edition. It could only have been from a narrow calculation of the
English publisher, that it was omitted in Mr. Prinsep's translation. Ought that portion
of the work to be deemed unuseful, whose aim is to unfold the real object of the science,
to present a rapid sketch of its history, and to point out the only true method of invesugafing it w_th success .7 Mr. George Pryme, professor of political economy in the
.Jniversity of Cambridge, in England, make_ this very discourse the principal topic af
J_veral of his first lectures."
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INTRODUCTION.
A sc_v._c_,on_,y advances with certainty, when the plan
of inquiry and the object of our researches have been
clearly defined; otherwise a small number of truths are
loosely laid hold of, without their connexion being perceived, and numerous errors, without being enabled to detect their fallacy.
For a long time the science of politics, in strictness limited to the investigation of the principles which lay the
foundation of the social order, was confounded with political
economy, which unfolds the manner in which wealth is produced, distributed, and consumed.
Wealth, nevertheless,
is essentially independent of political organization.
Under
every form of government, a state, whose affairs are well
administered,
may prosper.
Nations have risen to opulence under absolute monarchs, and have been ruined by
PhOpularcouncils. If political liberty is more favourable to
e development of wealth, it is indirectly, in the same
manner that it is more favourable to general education.
In confounding in the same researches the essential elo.
ments of good government with the principles on which the
growth of wealth, either public or private, depends, it is by
no means surprising that authors should have involved
these subjects in obscurity, instead of elucidating them.
Stewart, who has entitled his first chapter"Of the Government of Mankind," is liable to this reproach; the sect of
"Economists"
of the last century, throughout all their'
writingsr and J.J. Rousseau, in the article "Political F_o
horny" in the Encyclopedic, lie under the same imputati_h..
Since the time of Adam Smith, it appears to me, these
two very distinct inquiries have been uniformly separated,
the term political economy'* being now confined to the science which treats of wealth, and that of politics, to desig
_From ot¢a_a house, and rogo_a law ; economy, the law which regulatesthe household.
Household, according to the Greeks, comprehending all the goods in possession of the
family ; and polfliz.al, from 7r6_, civitas, extending its application to society or the nation at large.
Political economy is the best expression that can be used to designate the sctence discussed in the following treatise, which is not the investigation of natural wealth, or Chat
which nature, supplies us with gratuitously and without limitation, but of racial wealth
exclusively, which is founded on exchange and the recognition of tim right of property
both social regulations.
15
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hate the relatiolls existing between a government and its
people, and the relations of different states to each other.
The wide range taken into the field of pure politics,
whilst investigating the subject of political economy, seemed to furnish a much stronger reason for including i_ the
same inquiry agriculture, commerce and the arts, the true
sources of wealth, and upon which laws have but an accidental and indirect influence. Thence what interminable
digressions!
If, for example, commerce constitutes
a
branch of political economy, all tile various kinds of commerce form a part ; and as a consequence, maritime commerce, navigation, geography--where
shall we stop ? All
human knowledge is connected. Accordingly, it is necessary to ascertain the points of contact, or the articulations
by which the different branches are united ; by this means,
a more exact knowledge will be obtained of whatever is
peculiar to each, and where they run into one another.
In the science of political economy, agriculture, commerce and manufactures are considered only in relation to
the increase or diminution of wealth, and not in reference
to their processes of execution. This science indicates the
cases in which commerce is truly productive, w.here whatever is gained by one is lost by another, and where it is
profitable to all ; it also teaches us to appreciate its several
processes, but simply in their results, at which it stops.
Besides this knowledge, the merchant must also understand
the processes of his art. He must be acquainted with the
commodities in which he deals, their qualities and defects,
the countries from which they are derived, their markets,
the means of their transportation, the values to be given for
them in exchange, and the method of keeping accounts.
The same remark is applicable to the agriculturist, to
the manufacturer, and to the practical man of business ;
to acquire a thorough knowledge of the causes and consequences of each phenomenon, the study of political economy is essentially necessary to them all ; and to become exert in his particular pursuit, each one must add thereto a
nowledge of its processes. These different subjects of investigation were not, however, confounded by Dr. Smith;
but neither he, nor the write2s who succeeded him, have
guarded themselves against another source of confiision,
Itere important to be noticed, inasmuch as the develop-
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merits resulting from it, may not be ahogethcr Unuseful in
the progress of knowledge in general, as well as in the
prosecution of our own particular inquiry.
In political economy_ as in natural philosophy, and in
every other study, systems have been formed before facts
have been established ; the place of the latter being supplied by purely gratuitous assertions.
More recently, the
inductive method of philosophizing, which, since the time
of Bacon, has so much contributed to the advancement of
every other science, has been applied to the conduct of
our researches in this.
The excellence of this method
consists in only admitting facts carefully observed, and the
consequences rigorously deduced from them ;thereby effectually excluding those prejudices and authorities which, in e
every department of literature and science, have so often
been interposed between man and truth. But, is the wliole
extent of the meaning of the term, facts, so often made
use of, perfectly understood ?
It appears to me, that this word at once designates objects that exist, and events that take place ; thus presenting
two classes of facts : it is, for example, one fact, that such
an object exists; another fact, that such an event takes
place in such a manner,
Objects that exist, in order to
serve as the basis of certain reasoning, must be seen exactly as they are, under every point of view, with all their
qualities.
Otherwise, whilst supposing ourselves to be
reasoning respecting, the same thing, we may, under the
same name, be treating of two different things.
The second class offacts, namely, events that ta]ccplace.
consists of the phenomena exhibited, when we observe
the manner in which things take place. It is, for instance.
a fact, that metals, when exposed to a certain degree of
heat, become fluid.
The m_nner in which things exist and take place, constitutes what is called the nature of things ; and a careful
observation of the nature of things is the sole foundation
of all truth.
Hence, a twofold classification of sciences; namely,
those which may be styled descriptive, which arrange and
accurately,designate
the properties of certain objects, as
botany and natural history ; and those which may be styled
experimental, which unfold the reciprocal action of sub.
2*

C,

xviii

'_

INTRODUCTION.

stances on each other, or in other words, the connexion
between cause and effect, as _hemistry_and natural philosophy.
Both departments are founded on facts, and constitute an equally solid and useful portion of knowledge.
Political economy belongs to tile latter ; in showing the
manner in which events take place in relation to wealth,
it forms a part of experimental science.*
But facts that take placemay be considered in two points
of view ; either asgeneral or constant, or as particular or
variable. General facts are the results of the nature of
things in all analogous cases; particular facts as truly result from the nature of things, but they are the result of
several operations modified by each other in a particular
o case. The former are not less incontrovertible
than the
latter, even when apparently they contradict each other.
In natural philosophy, it is a general fact, that heavy bodies fall to the earth ; the water in a fountain, nevertheless, rises above it. The particular fact of the fountain is
a result wherein the laws of equilibrium are combined with
those of gravity, but without destroying them.
Ill our present inquiry, the knowledge of these two
classes of facts, namely, of objects that exist and of events
that take place, embraces two distinct scienoes, political
economy and statistics.
Political economy, from facts always carefully observed,
makes known to us the nature of wealth ; from the knowledge of its nature deduces the means of its creation, unfo]ds the order of its distribution, and the phenomena at
tending its destruction.
It is, in other words, an exposition of the general facts observed in relation to this subject. With respect to wealth, it is a knowledge of effects
and of their causes.
It shows what facts are constantly
conjoined with i so that one is always the sequence of the
other. But it does not resort for any further explanations
to hypothesis: from the nature of particular events their
concatenations must be perceived ; the science must conduct us from one link to another, so that every intelligent
• Experimental science, in order to establish why events take place in a certain man.
v,er, or to be a_olcto assign a particular cause for a particular effect, to a certain extent
must be descriptive. Astronomy, in order to explain file eclipses of"the sun, must demonstrate the opacity of the moan. Political economy, in like manner, in order to
Ihow that'money is a means of the production of wealth, but not the end, must exhibi!
Ks true nature.
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understanding
may clearly eo/nprehcnd in what manner
the chain is united. It is this which cohstitutes the excellence of themodern method of philosophizing.
Statistics exhibit the amount of production mad of consumption.of a particular country, at a designated period ;
its population, military force, wealth, and whatever else is
susceptible of valuation.
It is a description in detail.
Between political economy and statistics there is the
same difference as between the science of polities and
history.
The study of statistics may gratify curiosity, but it can
never be productive of advantage when it does not indicate the origin and consequences of the facts it has collected ; and by indicating their origin and consequences, it at
once becomes the science of political economy
This
doubtless is the reason why these two distinct sciences
have hitherto been confounded.
The celebrated work of
Dr. Adam Smith can only be considered as an immethodical
assemblage of the soundest principles of political eco_iomy, supported by luminous illustrations;
of highly ingenious researches in statistics, blended with instructive reflections; it is not, however, a complete treatise of either
science, but an irregular mass of curious and original
speculations, and of known demonstrated truths.
A perfect knowledge of the principles of political economy may be obtained, inasmuch as all the general facts
which compose this science may be discovered.
In statistics this never can be the case; this latter science, like
history, being a recital of facts, more or less uncertain,
and necessarily incomplete.
Of the statistics of former
periods and distant countries, only detached and very imperfect accounts can be furnished.
With respect to the
present time, there are few persons who unite the qualifications of good observers with a.situation favourable for
accurate observation.
The inaccuracy of the statements
we are compelled to have recourse to, the restless suspicions of particular governments, and even of individuals,
their ill-will and indifference, present obstacles often in
surmountable,
notwithstanding
the toil and care of inquirers to collect minute details with exactness; and which,
after all, when in their possession, are 9nly true for an instant.
Dr. Smith .accordingly avows, that he puts no
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great faith in political arithmetic;
which is nothing mere
than the arrangement of numerous statistical data.
Political economy, on the other hand, whenever the
principles which constitute its basis are the rigorous deductions of undeniable general .facts, rests upon an iramoveable foundation. General facts undoubtedly are foundof
ed
upon
the
observation
hay
particulare
facts ;from
but those
upon
such particular facts as
been selected
most carefully observed, best established, and Witnessed
by ourselves.
When the results of these facts have uniformly been the same, the cause of their having been so
satisfactorily demonstrated, and the exceptions to them
even confirming other principles equally well established,
we are authorised to give them as ultimate general facts,
and to submit them with confidence to the examination
of all competent inquirers, who may be a_ain desirous of
subjecting them to experiment.
A new-particular
fact,
when insulated, and the connexion between its antecedents
and eonsequents not established by reasoning, is not sutf_
cient to shake our confidence in a general fact ; for who
can say that some unknown circumstance has not produced
the difference noticed in their several results ? A light
feather is seen to mount in the air, and sometimes remain
there for a long time before it falls back to the ground.
Would it not,.nevertheless, be erroneous to conclude that
This feather is not affected by the universal law of gravitation ? In political economy it is a general fact, that the
interest of money rises in proportion to the risk run by
the lender of not being repaid. Shall it be inferred that
this principle is false, from having seen money lent at a
low rate of interest upon hazardous occasions ? The lender may have been ignorant of the risk, gratitude or fear
may have induced sacrifices, and the general law, disturbed
in this particular case, will resume its entire force the moment the causes of its interruption have ceased to operate.
Finally, how small a number of particular facts are completely examined, and how few among them are observed
under all their aspects ? And in supposing them well examined, well observed, and well described, how many of
them either prove, nothing, or directly the reverse of what
Ss intended to be established by them.
Hence, there is not an absurd theory, or an extravagant
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opinion that has not been supported by an appeal to facts ;_
and it is by'facts also that public authorities have'been so
often misled. But a knowledge of faGts, without a knowledge of their mutual relations, without being able tO show
why the one is a cause, and the. other a consequence, is
really no better than the c_udv information of an officeclerk, of whom the most intelligent seldom becomes acquainted with more than one particular series, which only
erhbles him to examine a question in a single point of view.
Nothing can be more idle than the opposition of theory
to practice ! What is theory, if it be not a knowledge of
the laws which connect effects with their causes, or facts
with facts ? Andwho can be better acquainted With facts
than the theorist who surveys them under all their aspects,
and comprehends their relation to each other ? And v,hat
is practicer without theory, but the employment of means
without knowing how or why they act ? In any investigation, to treat dissimilar cases as if they were analogous,
is but a dangerous kind of empiricism, leading to conclusions never foreseen.
Hence it is,/hat after having seen the exclusive or restrictive system of commerce, a system founded on the
opinion that one nation can .only' gain what another loses,
almost universally adopted throughout Europe after the
revival of arts and letters; after having seen taxation
without intermission perpetualiy increasing, and in some
coufitries ex_ending itself to a most enormous amount;
and after having seen these same countries become more
opulent, more populous, and more powerful, than at the
time they carried on an unrestricted trade, and were almost
entirely exempt from pablic burdens, the generality of mankind have concluded that national wealtil and power were
attributable to the restraints imposed on the application
of industry, and to'the taxes levied from the inconms of
individuals.
Shallow thinkers have even pretended that
this opinion was founded on facts, and that ever), different
one was the offswing of a wild and disordered imagination.
• In France, _the minister of the interior, in his expos_ of 1S13, a most disastrous pc.
riod, when foreign,commerce was destrovt'd, and the. national resources of every descrip.
tion rapidly de.clining, b6aated of having proved by indubitable calculations, that the
country wa_ in a tfigher state of prosperity than it ever before had been.
_"By the term practice, is not here meant the manual skill which enables the artificer
ar clerk to execute with greater celerity and przcisior_ whatever he performs daily, and
which constitutes his peculiar talent ; but the method pursued in superintending anti
administering phblic or private affairs.
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It is, however, on the contrary, evident that the supporters of the opposite opinion embraced a wider circle of
facts, and understood them much better than their opponents. The very remarkable impulse given, during the
middle ages, to the industry of the free states of Italy and
of the Hanse towns of the north of Europe, the spectacle
of riches it exhibited in both, the shock of opinions occasioned by the crusades, the progress of the arts and
sciences, the improvement of navigation and consequent
discovery oF the route to India, and of the continent of
America, as well as a succession of other less important
events, were all known'to them as the true causes of the
increased opulence of the most ingenious nations on the
globe. And although they were aware that this activity
had received successiveehecks, they at the same time knew
that it had been freed fi'om more oppressive obstacles. In
consequence of the authority of the feudal lords and barons
declining, the intercourse between the different provinces
and states could no longer be interrupted ; roads became
improved, travelling more secure, and laws less ai'bitrary ;
the enfranchised towns, 'becoming immediately dependent
upon the crown, found the sovereign interested in their
advancement ; and this enfra0chisement, Which the natural
course of things and the progress of civilization had extended to the country, secured to every class of producers
the fruits of their industry. In every part of Europe personal freedom became more generally respected; if not
from a more improved organization of political society,
at least from tile influence of public sentiment. Certain
prejudices, such as branding with the odious name of
usury alt loans upon interest, and attaching the importance
of nobility to idleness, had begun to declirre. Nor isthis
all. Enlightened individuals have not only remarked the
influence of these, but of many other analogous facts; it
has been perceived by them, that the decline of prejudices
has been favourable to'the advancement of science, or to
a more exact knowledge of the immutable laws of nature ;
that this improvement in the cultivationr of science has
itself been favourable to the progress.of industry, and industry to national opulence. From such an induction of
facts they have been enabled to conclude, 'wi_th.much
• greater certainty .than the unthinking multitude, that
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although
many modern_states.in
themidstoftaxation
and
restrictions have risen to opulence and power, it is not
owing to these restraints on the natural course of humhn
a_airs, but in spite of such powerful causes 6f discouragement. The prosperity of the same countries would have
been much greater, had they been governed by a more
liberal and enlightened policy.*
To obtain a knowledge of the truth, it is not then so necessary to be acquainted with a great number of facts, as
with such as are essential, and have a direct and immediate
influence ; and, above all, to examine them under all their
aspects, to be enabled to deduce from .them just conclusions, and be assured that the consequences a_cribed to
them do not in reality proceed from other causes. Every
other "knowledge of facts, like the erudition of an almanac,
is a mere compilation from which nothing results. Aiad it
may-be, remarked, that this sort of information is pecuhar
to men of clear memories and clouded judgments; men who
declaim _igainst the best established doctrines, the fruits
of the most enlarged experience and profoundest reasoning ; and whilst inveighing against system, whenever their
own routine is departed from; are precisely those most
under its influence, and who defend it with stubborn folly,
fearfifl rather of being convinced, than desirous of arriving
at crrtainty.
Thus, if from all the phenomena of production, as well
as from the experience of the most extensive commerce,
you demonstrate that a fi'ee intercourse between nations
is reciprocally advantageous, and that the mode found to
be most beneficial to individuals transacting business with
foreigners, must be equally so to nations, men of contracted
views and high presumption will accuse you of system.
Ask them for their reasons, and they will immediately talk
to you of the balance of trade; will tell you, it is clea_
that a nation must be ruined bY exchanging its money for
• Hence it is that nations seldom derive any benefit from the lessons of experience.
To profit by them, the community at large must be enabled to seize the connexion be.
tween causes and their eonsequeness ; _hich at once supposes a very high. degree of
inteUigcnee and a rare capacity for reflection. Whenever mankind shall be in a situa.
"don to profit by experience, they will no longer require her lessons ; plain sound sense
will then be sufficieat. This is one tea.san ofour being subject to the necessity of con.
stunt control. All that a-people can desire is that laws conducive to the general interest
of society should be enacted and ca.tried into effect; a problem which different politleal
canstitati.ons more or less ilnperfccfly solve.
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merchandise--in
itself a system.
Some will assert Sat
circulation enriches a state, 'and that a sam of money, by
passing througt_ twenty different hands, is, equivalent to
twenty times its own value ; others, that luxury is favourable to industry_ and economy ruinous _o e.very branch of
commerce--both
mere systems;
and all Will appeal to
facts in support of these opinions, like the _hepherd, who.
upon the faith of his eyes, affirmed that the sun, which he
saw rise in the morning and set in the evening, during the
day traversed the whole extent of the heavens, treating as
an idle dream the laws of the lJlanetary world.
Persons, moreover, distinguished ,by their attainments
in other branches pf knowledge, but ignorant of the principles of this, are too a[)t to suppose that absblute truth is
confined to the mathematics
and to the results of careful
observation.and experiment in the physieml sciences ; imagining that the moral and political sciences contain no invariable facts or indisputab!e traths_ and therefore cannot
be considered as genuine sciences, but merely hyl)othetical
systems, more or less ingenious, but purely arbitrary.
The
opinion of this class of philosophers is founded upon the
want of agreement among the writera whu have investigated these subjects, and from the wild absurdities taught
by some of them.
But what science has been free from
extravagant hypotheses ? How many years have elapsed
since those most advanced have been altogether disengaged from system ? On t_e contrary, do we not still see
men of perverted understandings attacking the best established positions ? Forty years have not elapsed since
water, so essential to our very existence, and the atmosphere in which we perpetually breathe, have been accurately analyzed.
The 'experiments and demonstrations,
nevertheless, upon which this doctrine is founded, are continua]'ly assailed; although repeated a thousand times in
different countries b_f the most acute and cautious experimenters.
A want oI agreement exists in relation to a description o}"facts much mot'e simple and obvious than the
most part of those in moral and political science. 'Arc
not natural philosophy, chemistry; botany, mineralogy, and
physiology, still fields of controversy, in which Opinions
are combated with as mt/ch violence and asperity as in
political economy ? The same facts ave, indeed, observed
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by both parties, but are classed and explained differently
by each ; and it is worthy (if remark, that in these contests
genuine philosophers are not arrayed against pretenders.
Leibnitz and Newton, Linnaeus and Jussieu, Priestley and
Lavoisier, Desaussure and Dolomieu, were all men of uncommon genius, who, however, did not agree in.their philosophical systems. But have not the sciences they taught
an existence, notwithstanding these disagreements'? *_
In like manner, the gener/d facts constituting-the
sciences of politics and morals, :exist independently of all
controversy. Hence the advantage enjoyed by every one
who, from distinct and accurate observatipn, can establish
the existence of these general facts, demonstrate their connexion, and deduce thoir consequences. They as certainly
proceed from the nature of things as the laws of the material world. We do not imagine them ; they are results
disclosed lo us by judicious observation and analysis.
Sovereigns, ns well as their subjects, must bow to their
authority, and never can violate them with impunity.
General facts, or, if you please, the general laws which
facts follow, are styled principtes, whenever it relates to
their application ; that is to say, the moment we avail ourselves of tl_em i_lorder to ascertain the rule of action of
_t, The contrbversies," says Col. Tor_ens, in his _E_ay on the Production _)f Wealthy'
published i_l 1S21, "which at pre_nt exist amongst the most 'celebrated masters _f po
litical economy, have been brought forward by a lively and ingenious author as an ob
jection affainst the study of the science. A similar objection vnig.ht have been urged,
in a certain stage of its progress, against every branch" of human knowledge.
A few
years ago," when the brilliant discoveries in chemistry began to supersede the ancient
doctrine ofphlegiston_ controversies, analogous to those which now exist amongst political c<<momists, divided the professors of natural knowledge ;"and Dr. Priestlev, like Mr.
Malthus, appeared as the pertinacious champion of the tl_cories which the f_cts estabhshed by himself had so largely contribut_<t to overthrow.- In the prugre_s <rf the human
mind, a period of controversy amongst the cultivators of any ,branch of science must
necessarily precede the period of tlmir Unanimity. But this, instead of furnishing a
reason for aband0ning the ptrrsuits of science, while its first principles remain in uncertainty, should stimulate us to prosecute our studies with more ardour and perseverance
until _lpon every' question within the compass of the human faculties, doubt is removed
and certain_ attained. With respect to lmlitie;d economy, the period of controversy is
passing away, and that of unanimity rapidly appronehing.
Twenty years hence there
will scarcely exis_ a doubt respeetinff nny of its fundamental pFineiples"
And in the preface of the third editiort nf his ' Essay on the External Corn Trade,'
published in 1_6, Col. Torren_ makes these further remarks v "On a former occasion,
the anthor ventured topredict, that at no distant period, controversy amonL_st t]_e professors of political, eeqnom.y would cease, and unanimity prevail, iespecting the fuodamental principles of the scwnce. He thinks he can already pcrcei_.e the unequivocal
signs of the approaching fulfilmeni of this prediction. Since it was hazarded, two
works have appeared, each of which, injts own pccuhar li_e, is eminently calculated to
correct the errors whi(_h previously prevailed. These pubheations are, 'A Critical DissertaUon on the Nature, Causes, and'Measures of Value, by an anonymous author ;' and
' Thoughts and Details on tti_h and Low Prices, by Mr. Tooke.' "_.A_air.alcAt¢ FmrroL
3
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any combinationof circumstances.presented
tu us. A
knowledge of principles furnishes the only certain means
of uniformly conducting any inquiry with success.
Political economy, in the- same. manner as the exact
sciences, is composed of a few fundamental principles, and
of a great number of corollaries or conclusions, drawn
from these principles.
It is essential, therefo .m_ for the
advancement
of this science that these principles should
be strictly'deduced
from observation ; the number of conclusions to be drawn from them may afterwards be either
multiplied or diminished at the discretion of the inquirer,
according to the object he propose_
To enumerate all
their consequences,:
and giv e their proper explanations,
would be a work of stupendou_magnitude,
and necessarily
incomplete,
Besides, the more this science shall become
improved, and its influence extended, the less occasion v(ill
there be to deduce consequences
from its .principles, as
these will spontaneously presen¢ themselves to eyery eye ;
and being within the reach of all, their application will be
readily made. A treatise on po!itical economy will then
be confined to the emunciation of a fewgeneralprinoiples,
not requiring even the support Of proofs or illustrations ;
because these will be but the expression of what every one
will know, arranged in a form convenient for comprehending them, as-well in their whole scope as in their relation
to each other.
It would, however, be idle toSmagine that greater precision, or a more steady direction could be given to this
study, by the application of mathematics
to the solution
of its problems. The values with which political economy
is concerned, admitting of the application to them of the
terms plus and minus, are indeed within the range of mathematical inquiry; but being at the same time subject to
the influence of the faculties, the wants and the desires of
mankind, they are not susceptible of any rigorous appreciation, and cannot, therefore, furnish any data for absolute calculations:
In political as well as in physical
science, all that is essential is a knowledge of the connex
Ion between causes and their consequences.
Neither the
phenomena of the moral or material world are subject to
strict arithmetical computation.*
• We raav, for example, know that for any given year the price of wine will infallibly
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These considerations
respecting the nature and object
Of political economy, and the best method of obtaining a
depend upoh the quantity to be sol_d,compared _ith the extent of the demand.
But if
v_e are desirous of submitting these two data td.mathematieal calculation, their ultimate
elements 'must be decomposed before we can become thoroughly acquainted with them,
or ea_, with any degree of precision, distinguish the separate influence ofeadh. Hence,
it is not only necessary to determine what will be the product of the succeeding vintage,
while yet exposed to the vicissitudes of the weather, but the quality it will possess, the
quantity remaining__)n hand of the preceding vintage, the amount of capital that will
be at the disposal of the dealers, and require them, more or less expeditiously, "to get
eack their advances..We must also ascertain the opinion that may be entertained as to
the possibility of exporting the article, which will altogether,depend upon our impressions
a_ to the stability of the laws and government, that vary from day t9 tiay, and respect.
ing which no two individuals exactly agree. All thcse'data_ and probably many other8
besides,_must be accurately appreciated, solely to determine-the quantity to be put in
circulation ; itself but one of the elements of t_rice. To determine the quantity to be
demanded, fhe price at which.the commodity can be -sold must already be "known, as
the demand for it will increase in proportion to its cheapness ; we must also know the
former stock on ha_d,, and the tastes and means of the consumers, as various as their
persons. Their ability to purcha_se will vary a_eording to the more or less prosperous
condition of industry in general, and of'their own in particular ; their wants will vary
also in the ratio o_"the additional means at their command of substituting one liquor
for another, such a_.bcer, eider, &e. I suppres_ an infinite number of less important
eonsideratiens, more or _iess affecting the solution of the problem; for I question
whether any individual, really accustomed to the application of mathematical analysis,
would even venture to attempt this, not only on account of the numerous data_ but ha
consequence of the diffienity of characterizing them with any thing llke precision, and
of combining their separate influences. Such persons as have pretended to do it, have
not been able to enunciate these questions into analytical language, without divesting
them of their natural complication, by means of simplifications, and arbitrary suppressions, of which the consequences, riot properly estimated, always essentially change the
eondnion of the problem, and pervert all its results ; so that no other inference can be
deduced from such calculations than from formula arbitrarily assum.ed. Thus, Instead
of recognizing in _heir conclusions that harmonious agreement wkieh constitutes the
poeuLiar character of rigorous geometrical investigation, by whatever method they may
have been obtained, we only perceive vague and uncertain inferences, whose differences
are often equal to the quantities' sought to be determined.
What 6curse is then to be
pursued by a judicious inquirer in the elucidation of a subject somuch involved ? The
same whleh would be pursued by him, under eiretlmstances equally dflficult, which decide tlre greater part of the actions of his life. lie will examine the immediate elements
of the proposed problem, and a_ter having ascertained them with certainty, (which ha
political economy can be effeeted,) will approximately value their mutual influences with
the intuRive quickness of an enlightened understanding, itseff only an instrUment 'by
means of which the mean result of a crowd o_ probabilitie_ can be.estimated, but never
calculated veith exactness.
Cabani_, in describing the'revolutiens in the science of medicine, makes a remark
perfectly analogoUs to this. 'The vilal phenomena,' says he, 'depend upon so many
unknown springs, held together under such various circumstances, which observation,
vainly attempts to appreciate, that these problems, from no_ being stated with all ttleir
conditions, absolutely defy calculation. Hence whenever writers on mechanics have
endeavoured to subject the laws of life to their method, they have furnished the scientific
world with _ remarkable spectacle, well entitled to our most serious consideration. The
terms they employed were correct, the process of reasoning strictly logical, and, never.
thetess, all the results were erroneous.
Further, although the language mad the method
of employing it were the same among all the calculators, each of them obtained distinct and different results ; and it is by the application of this method of investigation
to subjects to which it is altogether inapplicable, that systems the most whmlsieal, fallacious, and contradictory, have been maintaified.'
D'Alembert, in his treatise on Hydrodynamics, acknowledges that the velocity of the
blood in its passage through the vessels entirely resists every kind of calculation. Scnebier made a similar observation in his .Essai sur PArt d'obaerver, (col. 1_ page 81.)
Whatever has been said by able teachers and judicious philosophers_.in relation to
our conclusions in natural science, is much more applicable to moral ; and points o_

_t,vill

INTRODUCTI

ON.

thorough knowledge of its principles, will supply us With
the means of appreciatirtg the efforts hitherto made towards the advancement of this science.
The literature of the ancients, their legislatibn, their
public treaties, and their administration
of the conquered
provinces, all proclaim their utter ignorance of the nature
and origin of wealth, of"the manner irl which it is distributed, and of the effects of its consumption.
They knew,
what h_is always been known wherever the right of property has been sanctioned by laws, that riches are increased by economy, and diminished by extravagance.
Xenophon extols order, activity_ and intelligence, as certain means of obtaining prosperity; but without d_ducing
thesemaxims
from any general law, or wkhaut being able
to show the'connexion
between causes and their co'fisequences. He advises the Athenians to protect commerce,
and to receive strangers with kindness ; yet so little was
he aware to wtmt extent this advice would be pi'oper, that,
upon another occasion, he expresses doubts whether commerce be really profitable to the republic.
Plato and Aristotle,. it is true; notice some invariable
relations between the different modes of production, and
the results obtained from them.
Plato sketches with tolerable fidelity,* .the effects oFthe separation of social em.ployments ; but it is simply with a view to illustrate man's
social character and the necessity he is in, from his multifarious warits, of uniting in extensive societies ill which
each individual may be exclusively occupied with one species of production.
His view is entirely a po]itical one;
and.he has deduced from it no other conclusion.
In his treatise on Politics, Aristotle goes farther.
He
distinguishes natural from artificial production, tie styles
natural, whateve_r creates those objects of consumphon
required by a family, or, at most, whatever is obtained by
exchanges" in kind. No other advantage, according to
him, is derived from real .production;
artificial gain he
condemns.
Besides, he does not support these opinions
by any reasoning founded upon accurate
observation.
the cause of our always being misled in political economy, whenever we have subjected
its phenomena to mathematical calculation. In such case it beaomes tim most dangeous of all abstractions.
t, Republic, Book II.
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From themannerinwhichheexpresses
himself
inrelation
totheeffect
Ofsavings
aridloanson interest,
it,is
evident
thathe knew nothingof the"
natureand-employmentof
capital.
What danWe exi_ect
fromnations
stiil
lessadvancedin
civilization
thantheGreeks? We: may-recollect
thata
lawof Egy-p'c
obligedtheson toadoptthe profession
of
hisfather.
This,incertain
cases,
was torequire
thecreationofa greater
quantity
of products
thantheparticular
state
of _cietycalled
for; tooblige
an ind_vic[ual,
inordertoobeythelaw¢toruinhimself,
and_o continue
the
exercise
ofhisproductive
function,s,
whetherinpossession
of capital _)r not ; which is altogether _bsurd.* The Romans, in treating every branch of industry, except agriculture (and we know not why,)with contempt, betray
the same ignorance. Their pecuniary transactions must
be nmnbered amongst their most unskilful operations.
The moderns, even'nfter having freed themselves from
the barbarism of fl_emiddle ages, have not for a very long
time been more advanced. We shall have occasion to
notice the stupidity of a multitude of laws relating to the
Jews, to the interest of money, and to money itself. Henry
IV. granted to his favourites and mistresses, as favours
which cost him nothing, the permission to practise a thousand petty extortions, and to collect for their own benefit,
from various_branches of commerce, as many petty taxes. .
He authorized the count of Soissons to levy a duty of fifteen sous upon every bale of merchandise which should
be exported from the kingdom.t
In every branch of knowledge, example ,has preceded
precept. The fortunate enterprises of the Portuguese
and Spaniiards during the fifteenth century, the active industry of Venice, Genoa, Florence, Pisa, the provinces
of Flanders, and the free cities of Geranany at this same
epoch, gradually directed the attention-of some philosophers t0 the,theory of wealth.
These inquiries, like almost every other in the arts and
sciences, after the revival of letters, originated in Italy
an ed other
When similar-laws,
we find almost
everybehistorian_
Herodotus
Bossuet,
boasting
of tins
it will
seen howfrom
important
it isto that
all who
undertake
to
write history should.have some knowledge of the scjenc_ of political economy.
See Sully's Memoirs, Book XVI.
3*

xxX

INTRODUCTION_

As far back as the sixteenth century, Botero was.Qngaged
in investigating,the
real sources of public pi_osperity. In
the year 1613, Antonio Serra composed a treatise, in which
he particularly noticed the productive power of industry ;
but the thle of his work" sufficiently indic'_es its errors.
Wealth, according to his hypothesis, consisted only of
gold and silver.* Davanzati wrote upofimDncy and upon
exchange ; and at thebeginning of the eighteenth century,
fifty years before the time of Quesnay, Bandiui of Sienna
had showh, both from reasoning and experience, that there
never had been a scarcity of food, except "in those countries where the government had itself interfered to supply
the people. Belloni,'a banker at Rome, in the year 1750,
published a dissertation on commerce, evincing his intimate acquaintance
with the nature of money and exchanges, although at the same time infected with the theory of fl_e balance of trade.
I_is labours were rewarded
by the Pope with the title "of marquess.
Carli, before Dr.
Smith, demonstrated
that the rbalaace of trade neither
taught nor proved any thing.
Algarotti, whose writings
on other subjects Voltaire has made known, wrote also _
upon the science of political ecorQmy; and the little he
has left exhibits the accuracy and extent of his knowledge,
as well as his acuteness.
He confines himsel[ so strictly
to facts, and so uniformly founds his speculations on the
nature of things, that although he did not get possession
of the proof of his principles, and of their relation to each
other, he has, nevertheless, guarded himself against every
thing like hypothesis and system. In 1764, Genovesi commenced a course o'f public lectures on political economy,
in the chair founded at Naples by the care of the highly
esteemed and learned Intieri. In consequence of this example, other professorships
of political economy were
afterwards
established at Milan, and more recently in
most of the universities in Germany and Russia.
In 1750, the abb_ Gallani, so well known since from his
connexion with many of the French philosophers, and by
his Dialogues on the Corn Trade, although at that time
a very young man, published a Treatise on Money, which
discovered such uncommon talents and information, as to
• Breve Trattato delle cause eke possonofar abondare li regni'd'oro et d'argento do_"
rtm $ono rainiere.
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induce a belief that he had hee)a assisted' in the. composit.ion of his'work by the abb6 lntieri and the Marquess of
Rinuccini. Iis merits, however, appear to be of a description similar to those the author's writings always afterwards displayed;
genius united with erudition, carefulness in uniformly, ascending to the nature of things; and
an animated and elegant style..
One of the most striking peculiarities
of this work, is
its containing some of the rudiments of the doctrine of
Adam Smith ; among others, that labour is the sole creator of the value of things or of wealth ;* a principle although not rigorously true, as will be made manifest in
the course of this workrbut which, pushed to its ultimate
consequences; would have put Galiani in the:way of discovering "and completely unfolding the phenomena of production.
Dr. Smith, who was about the same time a professor in the university of Glasgow, and then taught this
doctrine, which has since acquired so much celebrity, in all
probability had no knowledge of a work in the Italian language, published at Naplesby a young man then hardly
known, and whom he has never quoted.
But even had he
known it, a truth cannot with so much propriety be said to
belong to its fortunate discoverer, as to tire inquirer who
first proves that it must be so, and demonstrates its consequences. Although the existence of universal gravitation
had: been previously conjectured by Kepler and Pascal,
the discovery does not the less belong to Newton.'l"
o,, Entro era a dire della factiea, la quale, non solo in tute le opere que sono intiera
mente dell' arte come le pitture, sculture, intagli, etc., ma anchi in molti corpi, come
sono i minerali, i sassi, le piante spontanee delle_selve, etc., 6 l'unlca ehe da valore alia
toss. La quantita della materia non per altro coopers in questi corpi al valore se non
parch6 aumenta o sema la fatica." (GALIA._I,della Monet¢. Lib. I, cap. 2.)
"In relation to labour I will remark, that'not only ill productions which are entirely
the work of art, as in painting, sculpture, engraving, etc., brt,likewise io productions
of nature, as oh metals, minerals, and plants, their value "Sentirely defied from the
labour bestowed on their creation. The quantity of matter arT.eets the v'_'ae of things
only so far as it requires more or less labour."
In the same chapter Galiani also remarks, tlmt man, that is to say his labour, is the
only correct measure of value. This, also, according to Dr. Smith, is a principle ; al
though considered by me as an error.
"i"This same Galiani remarks, in the same work, that whatever is gained by some,
must necessarily be lost by others ; in this way proving, that a very ingenious writer
may not even know how to deduce the most simple conclusions, and may pass by the
truth without perceiving it. For, if wealth can be created by labour, there may then be
a new description of wealth in the world, not taken from anybody. Indeed, this author,
in his Dialogues on the Corn Trade, published in France a long time afterwards, has
himself, m a very peculiar manner, pronounced his own condemnation.
"A truth,"
_aeobserves, "which ia brought to light by pure accident, like a mushroom in a men-
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In Spain, Alvarez Osorio, and" MarKnez-de-mata, haire
delivered discourses on polffieal eeon°my, the publication
of which we owe to the enlightened patriotism.of
Campomanes.
Moncada, Navarette, Ustaritz, War,d, and Ulloa,
have written on the same subject.
These esteemed
authors, like those of'It£1y, entertained many sound views,
verified various important facts, and supplied a number ot
laborious calculations ; but from their inability to establish them upon fundamental principles of the science, which
were not then known, they have often been mistaken both
as to the end as well as the means of proseettting this
study ; amidst a variety of aseless disquisitions, have only
cast an uncertain and deceptive light,*
-.
In France, the science of political economy, at first, was
only considered in its application to public finances. Sully
remarks correctly enough, that agriculture and commerce
are the two teats of the state ; -but from a vague and indistinct conception of the truth;. The same observation
may he applied to Vauban, a man of a sound practical
mind, and although in the army, a philosopher and friend
of peace, who, deeply afflicted With the misery _into which
his country had been plunged by the vain-glory of Louis
XIV., proposed a more equitable assessment of the taxes,
as a means of alleviating thepublic burdens.
Under the influence of the regent, opinions became
unsettled;
bank-notes, supposed to be an inexhaustible
source of wealth, were only the means of. swallowing up
capital, of expending what had never been earned, and of
making a 'bankruptcy of all debts. Moderation and economy were turned into ridicule.
The courtiers of the
prince, either by persuasion or corruption,
encouraged
him in every species of extravagance.
At this period, the
maxim that a state is enriched by luxury was reduced to
system.
All the talents and wit of the day were exerted
in _ravely maintaining such a paradox in prose, or in embellishing it with_ the more attractive charms of poetry.
dow,isofno value;we cannotmake useof it,
ifwe areigmmmtof itsorigin
andcau_quenoes; orhow and by what chainofreasoning
itisderived."
From.my own _inability
ofjudgingof themeritsof suchofthesewriters
who_
works have notbecn'transmted,
I ha_c availed
myselfof theopinions
ofone of the
translators of this Treatise into the Spanish language, Don Jose Queypo, an individual
alike distinguished by his abilities and I_triotism, whoae remarks I l_ve only copied

INTRODUCTION.

xx_

Fhe dissipation of the natiDnal treasures was real]y supposed ta merit the public gratitude.
The ignorance of
first principle_, with the debauchery and licentiousness of
the duke of Orleans, conspired to effect the ruin of the
kingdom.
During the long peace maimained by cardinal
Fleury, France. recovered a Little; the insignificant
administration of this weak minister at least proving, that
the, ruler of a nation may achieve much good by'abstain"ing from the commission of evil.
Th_ steadily increasing progress of different branches
of industry, the advancement
of t-he sciences, whose influence upon wealth we shall lmve occasion hereafter to
notice, and the direction of pubtic opinion, at length estimating national prosperity as being of some importance,
caused the s_ience of political economy to enter into the
contemplation
of a great number of writers.
Its true
principles were not _en known; but since, according to
the observatior_ of _ ontenelle, our condition is such, that
we are not permitted at once to ariive at the truth, but
must previously l_ass through various species of errors
and various grades of foll_es, ought these false steps to be
eonsidered as altogether useless, which _have taught us to
advance with more steadiness and certainty ?
Montesquieu, who was desirous of considering laws in all
their relations, inquired into their influerme on national
wealth.
The nature and origin of wealth he should first
have ascertained ; of which, however, he did not form any
opinion.
We are, nevertheless, indebted to this distinguished author for the first .philosophical examination
of
the principles ofJegislafion;
and, in this point of view,
he, perhaps, may be considered as tile master of the
English writers, who are so generally esteemed as being
ours; just in the same manner as Voltaire has been the
master of their best historians, who now furnish us with
models worthy of imitation.
_About the middle of the eighteenth century, certain
principles in relation to the origin of wealth, advanced by
Doctor Quesnay, made a great number of proselytes.
The
enthusiastic admiration manifested by these persons for
the founder of their doctrines, the scrupulous exactness
with which they have uniformly
since followed the same
E
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dogmas, and the energy and zeal they disl_layed in maintaining them, have caused them to be considered as a sect,
which has received the name of economists. Instead of
first observing the nature of things, or the ln'anner in
which they take place, e_f classifying these observations,
and deducing from them general propositions,, they commenced by laying down certain abstract general propositions, which they styled axioms, from supposing them to
contain inherent evidence of their own truth. They then
endeavoured to accommodate the particular facts to them,
and to infer from them their laws; thus involving themselves in the defence of maxims evidently at variance with
commoh sense and universal experience,* as will appear
hereafter in various parts of this work. Their opponents
had not themselves formed any more correct views'of the
subjects ,in controversy.
With considerable learning and
talents on both sides, they were either wrong or right by
chance.
Points were contested that should have been
conceded, and opinions, unquestionably false, acquiesced
in ; in short, they cs)mbated in the clouds.
Voltaire, who
so well knew ° how to detect the ridiculous, wherever it
was to be found; in "his Hommeaux quarante eeus, satirised
the, _ystem of the economists; yet, in exposing the tire_ome trash of Mercer de ta _Riviere, and the absurdities
f_ontained in Mirabeau's L'ami des Homm_s, he was himself unable to point out the errors of either.
The economists, by promulgating some important truths,
directing a more general attention to objects of public
utility, and by exciting discussions, whic'h, although at
that time of no advantage, subsequently ted to more accurate investigations,
have unquestionably
done much
good.t
In representing
agricultural industry as productive of wealth, they were not deceived ; and, perhaps, the
necessity they were in of unfolding;the nature of production, caused the further examination of this important phenomenon, which conducted their successors to its entire
i When they maintain, for example, that a fall in the price of food is a public calamity.
the diseussi'ons they provoked, we must not forget the entertaining Dia,ogues on the Corn Trade,' by the abb_ Gallan_,'in which the science of political ecorra,:iy is treated in the humorous manner of Tristram Shandy. An imlmrtant truth is
asserted, and wh_n the author is called aport for its proof, he replies with soraoingenious
tileasantry.
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development.
On the other hand, the labours of the economists have been attended with serio.us evils; the many
useful maxims they decried, their sectarian spirit, the dogmatical and abstract language of the greater part of their
writings, and the tone of inspirati6n pei'vading them, gave
currency to the opinion; that all who were engaged in
such studies were but idle dreamers, whose theories, at
best only gratifying literary curiosity, were wholly inappticaNe in practice.*
No one; however, has ever denied that the writings of
the economists
have uniformly been favourable to the
strictest morality, and to the liberty which every human
being ought to'posse_,
of disposing of his person, forIune,
and talents, according to the befit 9f his inclination ; without which, indeed, individdal happiness and national prosperitv are but empty and unmeahing
sounds.
These
opinions alone'entitle
their authors to universal gratitude
and esteem.
I do not, moreover, believe that a dishonest
man or bad citizen can be found among their number.
This doubtless is the reason why, since the year 1.760,
almost all the French writers of any celebrity-on subjects
connected with political economy, without absolutely being
enrolled under the banners of the economists, have, nevertheless, been influenced by their opinions.
Raynal, Condorcet, and many others, will be found among this number.
Condillac may also be enumerated among them, notwithstanding his endeavours to found a system of his own in
relation to a subject which he.did net tinderstand.
Many
useful hints may be collected from amidst the ingeniou_
*The l_.lief that moral and political science is founded upon chimerical theories,
arises chiefly from our almost continually confounding questions of right with matters
of-fact.
Of what eonsequence_ for instance, is the question so tong agitated in the
writing.a of the economists, whether _:he sovereign power in a country is, or is not, the
co-proprwtor of the soil? The fact is, that in every country the government takes, or
in the shape of taxes the people are compened to furnish it with, a part of the revenue
dlawn from real estate. Here then is a _'act, and an important one ; the conseo_lence
of certain filcts, which we can trace up, as the cause of other facts (such as the rise in
the price of commodities) to which we are led with certainty.
Questions of ri_bt are
always more or less matters of opinion I matters offact, on the contrary., are su,cepuble
of proof and demonstration.
The former exercise but little influence over the fortunes
of mankind ; while the latter, inasmuch as facts grow out of each other, are deeply interestin2 to them ; and, as it is of importance to us that some results should take place
in preference to others, .it is, therefore, essential to ascertain the means by which theso
may be obtained. The Social Contract of J, J. Rousseau, from being almost entirelJ'
founded upon questions of right, has thercby become, what I feel no hesitation in avow
ing, a work of at least but Iittte practical utility.
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trifling of his work ;* but, like the ec_omists,
he almost
invariably founds a principle upon some gratuitous assumption. Now_ an hypothesis may indeed be resorted t6, in
order to exemplify .and elucidate the correctness
of an
author's general reasoning, but never can be sufficient to
establish a fundamental'truth.
Political economy has only
become a scierme since it has been confined to.the results
of inductive investigation.
Turga was l_imself too good a citizen; not sincerely to
esteem as good citizens as the economists ; and accordingly, when in power, he deemed it advantageous tt) countenance them. The economists, "in their turn, found their
account in passing off so enlightened an individual and
minister of state as one of their adepts ; fhe opinions Qf
Turgot, however, were not borrowed from their school,
but derived from thenature
of things;'artd
although on
many important p0iDts of doctrine he may have been deceived, the measures of his administration,
either planned
or executed, are amongst the most brilliant ever'e0neeived
by any statesman.
There cannot, therefore, be'a Stronger
proof of the incapacity of his sovereign, than his inability
to appreciate such exertions, or if capable of appreciating
them, in not knowing how to afford them support.
The economists not only exercised a particular sway
over French writers, but also had a very remarkable
influence over many Italian authors, Who even went beyond
them. l_eccari_,, in a course of public lectures at Milan,'_
first analysed the true funetions of productive capital.
The Count de Verri, the countryman and friend of Beecaria,
and worthy of being so, both a man of business and an
accomplished
scholar, in his Meditazione sull' Economia .
politica, published in 1771, approached nearer than any
other writer, before Dr. Smith, to ,the real laws which
regulate the production and consumption of wealth.
Filangieri, whose treatise on political and economical laws
was not given to the public until the year 1780, appears
not to have been acquainted with the work of Dr. Smith,
* Du Commerce et du Gouverneraent eonsidEr_s Pun relativement h Pautre.
¢ See the syllabus of'his leetares, which was printed for the first time in the yeai" 1804,
m the valuable eo,lleetion published at Milan by Pietro Custodi, under the title of Scr/t.
tort ¢lassici italian; di economia I_litica.
It was unknown to me until after the publleat;on of the first edilion ot" this'work in 1803.
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published four years before. The principles fie Verri laid
down are followed by Filangieri, and even received from
him a more complete development ; but akhough guided
by the torch of analysis and deduction , he did not proceed
from the most fortunate premises to the immediate consequences which confirm them, at the same time that they
exhibit their application and utility.
But none of these inquiries could lead to any important
result.- How, indeed, was it possible to become acquainted
with the causes of national prosperity, when no cleat or
distinct notions had been formed respecting the nature of
wealth itself?
The object of our investigations
must be
thoroughly perceived before the,means of attaining it are
sought after. In the year t776, Adam Smith, educated in
that school in Scotland ,which has produced so many scholars, historians, and philosophers, of the highest celebrity,
ublished his Inquiry into the Nature and Causes of the
alth of Nations. In this work, its author.demonstrated
that wealth was th.e exchangeable value of things; that
its extent was proportional to the number of things in our
possession having value; and that inasmuch as value
could be given or added to matter, that wealth could be
created atrd en_wrafted on things previously destitute of
vklue, and there be preserved, accumulated, or destroyed.*
In .inquiring into the origin of value, Dr. "Smith found it
to be derived_from the labour of man, which he ought to
have denominated industry, from its being a more comprehensive and significant term than labour. From this
fruitful demonstration
he deduced namer0us and important conclusions respecting the causes which, from checking the development of the productiye powers of labour,
are prejudicial to the growth of wealth; and as they are
During" the same _,ear,that Dr. Smith's work appeared, and immediately before, its
publication, Browne 1)i_nan publishe&in London,'written in the French language, his
Essai sat les principes de l'Economie pubIique, containing the following remarkable
passage: "The class of reproducer_ includes all who, uniting their labeur to that of the
vegetative powex of the soil, or modLyin_ the productions of nature in the rrocess_ of
their sSveral arts, create in some sort a new value, of which the sum total formb what is
called the armual reproduction."
This striking passage, in which reproduction is more elearl3- characterised than m
awy part of Dr. Smith's writings, did not lead its author to any important eonclusious,
but meri_Jygave birth to a few scattered hints. A want of connexion in his views, and.
of precision in his terms, trove rendered his Essay so va_ue and obscure! that no instruction whatever can be derived from it.
4
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rigorous deductions from an indisputable principle, tlmy
have only been assailed by individuals, either too careless
to have thoroughly understood the principle, or of such
perverted understandings
as to be whol!y incapable of
seizing the connexion or relation between any two ideas.
Whenever
the Inquiry into the Wealth of Nations is
perused with the attention it so well merits, it will be perceived that until the epoch of its publication, the science
of political economy did not exist.
From this period, gold and silver coins were considered
as Qnly constituting a portion, and but a small portion,
of national wealth; a portion the less important, because
less susceptible of increase, and because their uses can
be more easily supplied than those of many other articles
equally valuable; and henceJt results that a community,
as well as its individual members, are in no way interested
in obtaining metallic money beyond the extent of this
limited demand.
These views, _ve conceive_ first enabled Dr. Smith to
ascertain,
in their whole extent, the true .functions of
money, and the applications
of them, which he made to
bank-notes and paper money, are of the utmost importance in practice.
They afforded him the means of demonstrating, that productive capital does not consist of a
sum of money, but in the value of the objects made use.
of in production.
He arranged and analyzed the elements of which productive capital is composed, and
pointed out their true functions.*
• Many principles strictly correct had often been advanced prior to the time of Dr. Smith ;t he, however, was
the first author who established their truth.
Nor is this
eThis difficult and abstruse subject has not, perhaps, been treated by Dr. Smith with
sufficient method and perspicuity. Owing to this (rircumstance, his intelligent and acute
countryman, lord Lauderdale,-has composed an entire treatise, in order to prove that
his lordship had completely ikiled in comprehending tMs part of the Wealth of Nations.
¢fin the article Grains, in the Encyclopedic, Quesnay had remarked, that "commo.
dities which can be _old, ought always to be considered without distinction, either as
pecuniary or rell wealth, applicable to the purposes of whoever may make use of it._'
This, in reality, is De. Smith's exchangeable value. De Verr/ had observed, (chapter
) that reproduction was nothing more than the reproduction of value, and that the value
of things constituted wealth. Galiani, as has been already noticed, had said, that/about
was the source ojsaU value ; but Dr. Smith, nevertheless, made these views his own by
exhibiting, as we see, their ¢onnexiqn with all the other "important phcnomena_ and in
demonstrating them even by their consequences.
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all. He has furnished us, also, With the true method o!
detectirrg errors.; he has applied to political economy the
new mode of scientific investigation, namely, of not looking for. principles abstractedly,
but by ascending
from
facts the most constantly observed_ to the general laws
which govern them.
As every fact may be said to have
a particular cause, it is in the spirit of system to determine the cause; it is in the spirit of analysis, to be solicitous to knowcvhy a particular cause has produced this
effect,-in order_to he satisfied ,that it Could not have been
produced by any other cause.
The work of Dr. Smith is
a succession of demonstrations,
which has elevated many
propgsitions to the rank .of indisputable principles, and
phmged.a.still greater number into that imaginary gulph,
into which extravagant
4aypotheses and vague opinions
for a certain period struggle, before being forever swallowed UpIt has been said that Dr. Smith was under'heavy
obligations to Stewart,* an author whom he has not once
quoted, even for the purpose of refuting him. I cannot
perceive in what these obligations consist.
In the coneeption of his subject, Dr. Smith displays the elevation
and comprehensiveness
of his views, Whilst the researches
of Stewart exhibit but a narrow and insignificant scope.
Stewart has supported a system already maintained by
Colbert, adopted afttrwards by all the French writers on
commerce,
and steadily
followed by most European
governments;
a system which considers national wealth
as depending, not upon the sum total of its productions,
but upou
the amount of its sales .to foreign countries.
One of the most important portions of Dr. Smith's work
is devoted to the refutation of this theory. If he has not
particularly refuted Stewart, ,it is from the latter not being
considered by him,as-the father of his school, and from
having deemed it of more importance to overthrow an
opinion, then universally received, than to confute the
doctrines of an author, which in themselves contained
nothing peculiar.
The economists have also pretended, that Dr. Smith
Sir James Stewart_ author of a Treatise on Political Economy.

ILl

IN_I'RODUCTI

O N.

was under obligations to them. But to what do such pretensions amount ? A man of genius is indebted toeverything around him; to the scattered lights which he has
concentrated, to the errors which he has overthrown, and
even to ttle enemies by wh_m he has been assai|ed ; inasmuch.as they all contribute to the formatign of his opinions. BUt when out of these materials he afterwards embodies enlarged views, useful to his contemporaries
and
posterity, i¢ rather behoves us to acknowledge the extent
of our own obligations, than to reproach him with what
he has been supplied by others. Moreover, Dr. Smith has
not been backward in acknowledging
the advantages
he
had derived from his intercourse _vith the most .enlightened men in France, and from his intimate correspondence
with his friend and countryman Hume, whose essays on
political economy, as well as on various other subjects,
contain so many just views.
After having shown, as fully as so rapid a sketch will
permit, the improvement
which the science of political
economy owes to Dr. Smith, it willing, perhaps, be useless to indicate, in as summary a manner, some of the
points on which he has erred, and others which he has
left to be elucidated.
To the labour of man alone he ascribes the power of
producing values.
This is an error.
A more exact analysis demonstrates, as will be seen in the course of this
work, that all values are derived from the operation of
labour, or rather from the industry of man, combined with
the operation of those agents which nature and capital
furnish him. Dr. Smith did not, therefore,
obtain a
thorough knowledge of the most important phenomenon
in production;
this has led him into some erroneous conclusions, such, for instance, as attributing a gigantic influence to the division of labour, or rather to the separation of employments.
This: influence, however, is by no
means inappreciable
or oven inconsiderable;
but the
greatest wonders of this description,
are not so much
owing to any peculiar property in human labour, as to the
use we make of the powers of nature.
His ignorance of
this principle precluded him from establishing
the true

:
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theory of machinery in relation to -the l_roduction of
wealth..'
The phenomena of production being ndw better known
than they wexe in the time of Dr. Smith, have enabled
his successors to distinguish, and to assign the difference
found to _exist, between a real and a relative rise in prices ;*
a difference which furnishes the solution of numerous
problems, otherwise wholly inexplicable. Such, for examle, as the following : Does a tax, or any other impost, b.y
enhancing the price of commodities, increase, the amount o)f
wealth ?'_ Tlw income of the producer arising from the cost
of production, why is not this ihcomc impaired by a diminution in the cost of production ? Now it is the power of resolving these abstruse problems which, nevertheless,
constitutes .the science of political economy.:]:
By the exclusive restriction of the term wealth to values
fixed and realized in material substances, Dr. Smith has
_*See Chapter third_ Bobk second.
•[Dr. Smith has, in a satisfactory manner, established the difference between the real
and nominid prices of things, that'i_ to say, between the quantity of real values whmh
must be given to obtain a commodity, and the name wifich is given to the sum of these
values. The difference.here Mluded io, arises from a more perfect analysis, in which
the real price itself is decomposed.
_;It is not, for example, until after the manner in which .production takes place is
thoroughly understood, that we can say how far the circulation of money and commodities has contributed towards it, and consequently what eix'culation is useful, and what
is .r_ot; otherwise, we should only talk no_asense, as is daily done, respecting the utihty
of a quick circulation.
My being obliged to furnish a chapter on this subject (Book I,
Chap. 16.) must be att_*ibuted to tlie inconsiderable advancement made in the science of
political cconomy, and to the consequent necessity of directing our attention to some
of its more simple applications. The same remark is applicable to the twentieth chapter, in the same book, on the subject o£_emporary and permanent emigration, cons2der.
ed in reference to national wealth. Afiy person, however, well acquainted with the prin¢iplds of this science, would find no difficulty in arriving at the same conclusions.
The time is not distant when not only writers on finance, but on history and geography wilt be rcqulred to possess a knowledge of at least the fundamental principlcs of
political economy. A modern treatise on Uhivcrsal Geography, (vol. "2,page 602,) a
work in other respects.denoting e:_tensive research and information, contains the follow.
lug passage : _'The number of inhabitants of a country is the basis of every good system of finance ; the more numerous is its population, the _reate_ height will its commerce and manufaotures attain; and the exter_t of its military force be in proportion
to the amount of _ts population."
Unfortunately, every one of these positions may be
erroneous. National rc_'cnue, necessarily consisting either of the income of the public
property, or of the contributions, in ihe shape of taxes, drawn from the incomes of individuals, does not depend upon the number, but upon the wealth, and abovc all, upon
the incomes of the people. Now, an indigent multitud_ has the fewer contributmns to
yield, the more mouths it has to fi_ed. It is not the numcrieal population of a state, but
the capital and genius of its inhabitants, that most conduce _o the advancement of its
commerce ; these _)encfit popuhtion much more than.they are benefited by it. Finally,
the number of tro_ps a government_ can maintain depends still less upon the extent of
its population than upon its revenues ; and it has been already sdcu ttmt revenue is not
dependent upon population.
4*
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narrowed the boundary of this science.
He should, also,
have included under its values which, although immaterial,
are not less real, such as natural or acquired talents.
Of
two individuals ecfually destitute of fortune," the one in
possessiori of a particular talent is by no means so poor
as the other. Whoever has acquired a particular talent
at tile expense of an annual sacrifice, enjoys an accumulated capital; a description. Of wealth, notwithstanding
its
immateriality, so little imaginary, that, in the shape of
professional services, it is daily exchanged for gold and
silver.
Dr. Smith, who with so much sagacity unfolds the mannet in which production takes place, and the peculiar circumstances accompanying it in agriculture and the arts,
on the subjec_ of commercial production_presents
us with
only obscure and indistinct notiQns. He, accordingly, was
unable to point out with precision, the reason-why, and
the extent to which, facilities of communication are conducive to production.
He did not subject to a rigid analysis the different operations comprehended under the general name of industry,
or as he calls it, of labour, and, therefore, could not appreciate the peculiar importance of each in the business of
production.
His work does not furnish a satisfactory or well connected account of the manner in which wealth is distributed in society ; a branch of political economy, it may
be remarked, opening an almost new field for cultivation.
The too imperfect views of economical writers respecting
the production of wealth precluded them from forming
any accurate notions in relation to its distribution.*
Irinal]y, ahhough the phenomena of the consumption of
weahh are but the counterpart
of itsproduction,
and
although Dr. Smith's doctrine leads to its correct examination, he did not himself develope .it; which precluded
him from establishing numerous important truths.
Thus,
by not characterizing the two different kinds of consumption, namely, unproductive and reproductive, he does not
Witness Targot's Reflection# #ur fit formation et la distribution aes richesaea, in
which he has introduced variotts views on both these subjects, either entirely erron_ou_
r very im_erfcet.
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satisfactorily demonstrate, that the consumption of values
saved and accumuluted in order to form capita], is as perfect as the consumption of values which are dissipated.
The better we become acquainted withpolitical
economy,
the more correctly shall we appreciate the importance of
the improvements this science has received from him, as
well as those he left to be accomplished. _
Such art the i)rincipal im[)erfections of the Ifiquiry into
the Nature and Causes of the Wealth of Nations, in relation to its fundamental doctrines.
The plan of the work,
or, in other words, the manner inwhich these doctrines
are unfo!d_d, is liable to no less weighty objections.
In many places the author is deficient in-perspicuity,
and the work almost throughout is destitute of me.thod.
To understand him t!mroughtyi it is necessary to accustom one's self to collect and digest his views; a labour,
at least in respect'to some passages, he has placed beyond
the reach of most readersi indeed, so much so, that persons otherwise enlightened, professing both to comprehend
and admire his doctrines, have written on subjects he has
discussed, namely, on taxes and bank-notes as supplementary to money, without having nuderstood any part
of his theory on these points, which, nevertheless, forms
one of themost beautiful portions of his Inquiry.
His fundamental principles, too, are not established in
th_ dmpters assigned to their development.
Many of
them will .be found scattered through the two excellent
refutations of the exclusive or mercantile system and t_e
sys[cm of the economists, but in no other part of the work.
The principles relating to the real and nominal prices of
things, are introduced into a dissertation on the value of
the precious metals during the course of the last four centuries ; and the author's opinions on the subject of money
are contained in the chapter on commercial treaties.
Dr. Smith's long digressions, have, moreover, with great
propriety, been much censured.
An historical account
of a particular law or institution as a collection of facts,
is in itself, doubtless, highly interesting;
but in a work
devoted to the support and illustration of general princiMany other points o4"doctrine, besides those here noticed, have been either averlooked, or but imperfectly ar_yzed by Dr. Smith.
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pies, particular facts not exclusively applicable to "these
ends, can only unnecessarily overload the attention. His
sketch of the progress of opulence @the different nations
of Europe after the fall of the Roman empire, is but a
magnificent digression. The same remark is applicable
to the highly ingenious disquisition on pubticoeducation,
replete as it is with erudition and the soundest philosop.hy,
at the same time that it abounds with valuable instruction.
Sometimes these dissertations have but a very_remote
connexion with his subject. In treating of public expenditures, he has gone into a very curious history of the
various modes in which war was carried on by different
nations at different epochs; in this manner accounting
for military successes which have had so decided an influence on the civilization of many parts of the earth.
These long digressions at times, also, are devoid ofinterest to every other people but theEng]ish. Of t-hisdescription is the long statement of the advantages Great Britain
would derive from the admission of all of her colonies into
the right of representation in parliament.
The excellence of a literary composition as much depends uoponwhat it does not, as upon what it does contain. _o many details, although in themselves useful,
unnecessarily encumber a work designed to unfold the
principles of political economy. Bacon made us sensible
of the emptiness of the Aristotelian philosophy; Smith,
in like manner, caused us to perceive the fallaciousness
of all the previgus systems of political economy ; but the
latter no more raised the superstructure of this science,
than the former created logic. To both, however, our
obligations are sufficiently great, for having deprived their
successors of the deplorable possibilityof proceeding, for
any length of time, with success on an improper route.*
at Since th_ time of Dr. Smith, both in Efigland and France, a variety ofpnbJications
on political economy have .made theh" appearance ; some of'considerable length, hut seldom containing anything worthy of preservation.
The _'reater part of them are of a
controversial character, i_ which the principles of the science are merely laid down for
the purpose of maintaining' a favourite hypothesis ;' but from which, nevertheless, many
im_rtant facts, and even sound principles, when they coincide with the views of their
authors, may b¢ collected. The "Essai sur lea finances de la C_rand-Breta_ne," by
Gentz, and apology for Mr. Pitt's .system of finance, is of this description ; _o also is
Thorrtton's ]nquiry into the nature and effects vf paper _redit, written with a view to justify the _uspension of_cash payments bv the bank of England ; as well as a great hum.
her of other works on the same subjec[, and in r_tion to the co'on law_ •
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We are, however, not yet in possession of an established text-book on' tile science ofpolitical economy, in which
the fruits of an enlarged and accurate observation are referred to general priaciples, that can be admitted by every
reflecting mind; a work in which these results are so
complete and well arrangbd as to afford to each other
n,utual support, and that may everywhere, .and at all
times, be studied with advantage. To prepare myself for
attempting so useful a task, I have thought it necessary
at_ntivel_,_to peruse 4Nhathad been previously writtenon
the same subject, and afterwards to forget it; to study
these authors, that I m!ght profit by the experience of so
many competent inqmrers who have preceded me; to
endeavour to obliterate their impressions, not to be misled by any syste'm ; and a.t all times be enabled freely to
consult the nature and course of things, as actually existing in society. Having no particular hypothesis to support, I have been simply desirous of unfolding the manner
in which wealth is produced, distributed, and consfimed.
A knowledge of these facts could only be acquired by
observing them. It is the result of" these observations,
within the reach of every inquirer, that are here given:
The correctness of the general conclusions I hare deduced
from them, every one can judge of.
It was but reasonable to expect from the lights of the
age, and from'that method of philosophizing which has so
powerfully contributed to the advancement of other sciences, that I might at all times be able to ascend to the
nature of things, and never lay down an abstract principle that was not immediately applicable in practice; so
that, always compared with well established facts, any
one could eas41yfind its confirmation by at the same time
discovering its utility.
Nor is this all. Solid general principles, previously laid
down, must be noticed, and briefly but clearly proved,
those which had not been laid down must be established,
and the whole so combined, as to satisfy every one that
no material omission has taken place, nor any fundamental
point been overlooked. The science must be stript of
many false opinions; but this labour must be confined to
such errors as are generally received; and to authors of
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acknowledged reputation.
For what injury-'can an obscure writer or a discredited doghla effect?
The utmost
precision must be given to _he phraseology we employ_ so
as to prevent the same word from ever.being
uhderstogd
in two different senses; and all problems be re/i_ced t_o
their simplest elements, in order to facilitate the detection
of any errors, and above all, of our own. In fine,'the doctrines of the science must be conveyed in such a popular*
form, that every man of sound understanding
may be enabled to comprehend them in their whole scope of consequeaces, and apply their principles to all the various eireunistances of life.
The position maintained in this work, that file valt_e of
things is the measure of wealth, has been especially
objected to. This, perhaps, has been my fault ; I should
have taken care not to bc misunderstood.
The only satisfactory reply I can make to the objection, is to endea-"
your to give more perspicuity to this doctrine.
I must,
therefore, apologize to the owneis of the former editioris,
for the numerous corrections I have nfade in the present
It became my duty in treating of a subject of kuch essential importance to the general welfare, to give it all the
perfection within my reach.
Since the publications of the former editions of _this
work, various authors, some of whom enjoy a well merited
eelebrity,t have given' to the woi'ld new treatises on political economy. It is not my province, either to pronounce
upon the general character of these productions, or to decide whether they do, or do not, contain a full, clear, and
well digested exposition of the fundamental principles of
this science.
This much I can with sincerity say, that
many of-these works contain truths and illustrations well
calculated greatly to_advance the science, and from the
• By a popular treatise, I do not mean a treatise for the use of persons _ho neither
know how to read, nor to make any u_e of it. By this expression, I mean a treatise not
exclusively addressed to professional or scientific cultivators of this particular branch of
knowledge, but one calculated to be rea d by every.intelligent and usefal member of so
, iety.
Ricarcla, _sraoncli, and others. The fair sex begin also to perceive that they had
done themselves injustiee,,in s,apposing that they were unequal to a branch 6f study
destined to exercise so benign an influence over domestic happiness. In England, a
lady (Mrs. Marcel) has published a work, Cowoersations on Political Economy," since
translated into Frenelh in which the soundest principles are explained'in a familiar and
ploaahag s_yle.
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perusal.of-which
I have derived important benefit.
But,
m commonwith
every other inquirer, I am entitled to remark how far some of their pr!nciples, which at first sight
appear to be: plausible, are contradicted by a more cautiou_ and rigid induction of facts.
It is, perh_/ps, a well founded obj6ction to Mr. Ricardo,
that he sometimes reasons upon abstract principles to
which he gives too great a generalization.
When once
fixed in an hypothesis which cannot be assailed, from its
being founded upon observtations not called in question,
he pushes his reasonings to their remotest consequences,
without comparing their results with _those of actual experience.
In this respect resembling a philosophical
mechanician, who, from undoubted'proofs
drawn from the
nature of the lever, would demonstrate
the impossibility
of the vaults daily executed by dancers on the stage. And
how does this happen?
The reasoning proceeds in a
straight line;, but _a wital force, often unperceived, and
always inappreciable, makes the facts differ very far from
our'calculation.
From that instant nothing in the author's
work is represented as it really occurs in nature.
It is
not sufficient to set out from facts; they must be brought
together, steadily pursued, and the consequences
drawn
from them constantly dompared with the effects observed.
The science of political economy, tobe of practical utility,
should not teach, what musI necessarily take place, if even
deducedby legitimate reasoning, and from undoubted premises ; it must show, in what manner that which in reality
does take place, is the consequence of other facts equal}y
certain.
It must discover the chain which binds them
together, and always, from observation, establish the existence of the two links at their point of connexion.
With respect to the wild or antiquated theories, so
often produced, or reproduced by authors who possess
neither sufficiently extensive nor well digested information
to entitle them to form a sound judgment, the most effectual method of refuting them is to display the true doctrines of the science with still greater clearness, and to
leave to time the care o(disseminating
them. We, otherwise, should' be involved in interminable
controversies,
affording :no instruction to the enlightened part of society,
-
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and inducing the uninformed to believe that nothing is.
susceptible of proof, inasmuch as everything is trmde the
subject of argument and dispu_tation.
Disputants, infected with every kind of prejudice, have,
with a sort of doctorial confidence, remarke'd, that both
nations and individuals sufficiently well understand
how
to improve their fortunes without any X_nowtedge _ the
nature of wealth, arid that this knowl_edge is in itself'a
imrely speculative and useless inquiry. This is but saying
tha_ we know perfectly well how to live and breathe, without any knowledge of anatomy and physiology, and that
these sciences are, therefore, snperfluous.
Such a proposition would not be tenable ; but what should we say if it
were maintained, and by a class of doctors, _too, who,
whilst decrying the science of medicine, should themselves
subject you to a treatment founded upon antiquated empiricism and the most absurd prejudices;who,
rejecting
all regular and systematic instruction, in spite of your
remonstrances, should perform upon your ov_n body the
most bloody experiments;
and whose orders should be
enforced with the weight and solemnity of laws, and,
finally, carried into execution by a host of clerks and
soldiers ?
In support of antiquated errors, it has hlso been said,
"that there surely must be some foundations for opinions,
so generally embraced by all mankind ; and that we ourselves ought" rather to call in question the observations
and reasonings which overturn what has been hitherto so
uniformly maintained and acquiesced in by so many individuals, distinguished alike by their wisdom and benevolence." Such reasoning, it must be acknowledged, should
make a profound impression on our minds, and even cast
some doubts on the most incontrovertible
positions, had
we not alternately seen the falsest hypotheses now universally recognized as such, everywhere received and taught
during a long succession of ages. It is yet but a very
htt]e time, since the rudest as well as the most refined rmtions, and all mankind, from the unlettered peasant to the
enlightened philosopher, believed in the existence of but
four material elements. No human being had even dreamt
of disputing the doctrine, which is nevertheless false ; in-
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somuch-that a tyro Jn.natu_l philosophy_ _ho should at
present eoDsider earth, air, fire,"and water, as distinct elements, would be disgraced. _ How many othbropinions,
as_univers_lly prevailing and as m_ch respected, will in like manner pass away. Ttmro is'.something epidemical
in the opinions of mankind; theyare subject to be attackod by moral maladies which infect .the whole species.
Periods at length arrive when, like the plague, the disease
wears itself out and loses M]its malignity ; but it still has
reqt_ired time, :The entrails of the victims were consulted
at R.me three'hundred years after Cicero had remarked,
that the t,o augurs.could no longer examine them without
laughter.
The
contemplation of this excessive fluctuation of
opinior_s must not, however, inspire us with a belief that
nothing .is to be admitted ascertain, and thus induce us
to yield up to universal scepticism, Facts repeatedly observed by individuals in a situation to examine them under all theiraspects, when o_e well established and accurately described, can no 19nger be considered as mere
opirfidns, but must be received as absolute truths. When
it was demonstrated that .all bodies are expanded by heat,
this truth cou_idno longer be called in question, Mora!
and political science present truths equally, indisputable,
but of more .difficult solution. In these sciences, every
individual cSnsidei,s himself not only as being entitled to
make discoveries, but as being also authorized :to pronounce upon the discoveries of others ; yet holy few persons acquire competent knowledge, and views sufficiently
enlarged, to become_assared that the subject upon which
they thus venture to pronounce judgment _s thoroughly
understood by them in all its bearings. In society, one _s
astonished to find the most abstruse questions as quickly
decided as if every circumstance, which, in an}" way,
could and ought to affect the decision, were'known. Wlfat
• Every branch of kncavledgc_ even the most important, is but of very recent origin
The celebrated writer on agricul'tu're, Arthur Young, after having bestowed uncommon
painstn the collection of all the observations that had been made in relation to soils, one
of the.most important parts of thin science, and which teaches us J_y what sueeession
of crops tlie earth may be, at all times, amd with the greatest success, cultivated, remat'ked, that he could not find that anything had been written on this subject prior to
the year 1768. OthSr artS, not less esso_iM to'the happiness and prosperity of socie_
are still_so in their infancy
5
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would _ said of a party pas_ng-'rapidly in .froat.:of a
large castle, that should undertake to give an account of
every thing that is going on within ?
.
Certain individtmls,.whose minds have never caught a
glimpse of a more impro, ed state of society, boldly affirm.
that it could not exist ; they.acquiesce in established evils,
and console themselves for their existence .by remarking,
that they could not possibly be other.wi_e ; (in this i'_spect
reminding us of that emperoi of Japan wtl_ thought he
would have suffocated himself with laughter, upon being
told that the Dutch had no king..The ]rQquois were.at a
loss to conceive how wars could _oe_carriedon With success, if prisoners were not to be burnt.")
Although; to .all .appearance, many European nations
may be in a flourishing condition, and some of them annually expend from one to two hundred millions of dollars
solely for the support of the-government, it must not
thence be inferred that their situation leave_ nothing to be
desired. A rich Sybarite, residing according to his inclination, either at his castle in the country, or in his palace
Jn the metropolis, in both, at an enormous expense, partaking of every luxury that sensuality can devise, transporting himself with the utmost rapidity and comfort in
whatever direction new pleasures invite him,_engrossing
the industry and talents of a multitude of retainers and
servants, .and killing a dozen horses tO gratify a whim,
r_ay be of opinion that things go on sufficiently well, and
that the science of political economy is not sqsceptible of
any further improvement. But in countries said to be in
a flourishing condition, how many-human beings can be
enumerated, in a situation to partake of such enjoyments ?
One out of a hundred thr)usand at most; and out of a
thousand, perhaps not one who may be permitted to enjoy
what is_called a comfortable independence. The haggardness of poverty is everywhere, seen contrasted with the
sleekness of wealth, the extorted 'labour of some compensating for the idleness o/"others, wretched hovels by the
side of stately colonnades, the rags of indigence blended
with the ensigns of opulence ; in a word, the most useless
profusion in the midst of the most urgent wants.
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• Per_0ns, who under .a- vicious order of things have l
obtained a "competent share of social enjoyments,
are
.never i'n ;want of argu_ments tO justify .tO the eye of reason
such a stati_ of society ; for what may .,not admit of
apology when :exhibited'in but one point of view ? tf_the
same individuals.were"-to-morrow
required to cast ani_',v
tho.totz assigning them a ptac_ in society, they would find
many .things to object to.
Accordingly, opinions'impolitical
economy are not only
maintained by vanity, the most universal of human iniirmitit_s, but by serf-interest, unquestionably not less so ;
and which, without our knowledge, and in "spite of ourselves, exercises a powerful influence over our mode of
thinking; Hence the sharp, an&squ_" intolerance by which
ti'uth has been so often alarmed and obliged to retire; or
whicJl, When she is armed with courage, encompasses her
with disgrace, and sometimes with persecution.
Knowledge is at present so very generally diffused, that a philosopher may assert, without the risk _of contradiction_
that the laws of nature are the same in a world and in
aa atom ; but a statesman who should venture to affirm,
that there is a perfect analogy between the finances of a
nation and those of an individual, andthat the same principles of economy should regulate the management of the
affairs of both, would have to encounter the cIamours of
various classes of society, and to refute ten or a dozen
different systems.
Nor is this al],° Writers
are "foufid who possess the
lamentable
facihty of composing articles for journals,
pamphlets, and even whole vo]umes, upon subjects, which,
according to their own confession, they do not-understand.
And what is the consequence ? The science is involved in
the clouds of their own minds, and tlrat is rendered obscure
Which was becoming clear. Such is the indifference of the
public, that they rather prefer' trusting to assertions than
be at the trouble of investigating them. Sometimes, moreover, a display of figures and calculations
imposes upon
them; as if numerical calculations
alone could prove
any thing, and as if any rule could be laid down, from
which an inference could be drawn without the aid of
sound reasoning.
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These are among the causes which, ha_e retardi_d the
progress of political economy.
Everything, however, annomices that this beautiful, and
above all, useful science, is spreading itself with increasing
rapidity. Sin_e it has: been perceived tha_ it does_ot rest
upon hypothesis, but is foanded upon obdervation and
experience, its importance has been felt. _Itis now taught
wherever knowledge is cherished. In the universities of
Germany, of Scotland, of Spain, of Italy, "and of' the north
of Europe, piofessorships of political economy are already
established. Hereafter this science will be taught in them,
with all the advantages of a regular and systematic study.
Whilst the university of Oxford proceeds in her 01d and
beaten track,* within a few years that of Cambridge has
established a chair for the purpoae of imparting instruction in this new science. Courses of lectures are delivered
in Geneva and _-ari6us other places; and the merchams
of I_arcetona have, at their own expense, founded a professorship on political economy. It is now considered as
forming an essential part of the education 0fprinces_; and
those who are called to tha:t high distinction ought to
blush at being ignorant of its principles. The emperor
Russia has desired.his brothers, the grand dukes Nichol.ast and Michael, to pursue a course of study on this subject under the direction eL M. Storch. Finally, the
government of France has done itself lasting honour by
establishing.in this kingdom, under the sanctton of public
authority, the first professorship of political economy.
When the youths who are now students shall be scattered through all ihevarious classes of society, and elevated to the principal posts under government, public
affairs will be conducted in a much better manner than
they hitherto have been. Princes as well as people, becoming more enlightened as to their true interests, will
perceive that these interests are not atvariance with each
_In
th,eyear !_.61 a professorsMp of p?lifical economy was retarded at the university
L,x_ora, aaa_a mgmy ae*e an_ mstruchve course of lectures has since,been delivered
before that university, by Nassau William Senior, A. M., the first professor of"political
nomY. We have rarely read a more masterly and entertaini_, performance thw
proiet_er
tl dl_eusgloll of the mei'eantile theory of. wealth, wHch occuuies three vf
•

present
TheEmperor Nichol_
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other; _which ,on the one •side will tm't_
"" rally' induce less
oppression, and on the otlrer b oegetmore confidence.
eat preseWt, authors who venture to write upon politics,
history, and d forliori upon finance, commerce, and:the
m'ts, without any previous knowledge of the principles of
political eeofiomy, only produce works of temporary success, that do notsucceed.in fixing public attention.
But what has chiefly contributed to the advancement
of political economy,, is the grave posture of affairs in the
civilized world during the last thirty years. 'The expenses
of governments have risen ton scandalous height; the
a:ppe'a!swhich they have been obliged to make to their
subjects, in order to relieve their exigencies, have disclosed to_hem their own importance. A concurrence of
public sentiment, or at least the semblance bf it, has been
almost everywhere called for, if not brought about. Th_
enormous contributions drawn from the people, under pretexts more or less specious, not even having been found
suti_cii_nt,recourse has been had to loans; and to Obtain
credit, it%ecame necessaryTor governments to disclose
their wants as well as their resources. Accordingly, the
publicity of the national accounts, and the necessity of
virldic_/fing to the world the acts of the administration,
have in the science-of politics produced a moral revolution, whose coursecan no longer be impeded.
The disarders and _:alamities incident io the same period, have also produced some important _experiments.
The abuse of paper money, commercial and other restrictions, have made us feel the ultimate effects of almost all
excesses.
And the sudden overthrow of the most imposing bulwarks of society, the giganti_ invasions, the
destruction of_ old governments and the 'creation of new,
the formation of rising empires in another hemisphere,
the colonies that have become independent, the general
impulse given to the human mind, so favourable to the
development of all its facult!es, and the great expectattons
and the greatmistakes, have all undoubtedly very much
enlarged our views ; at first operating upon men of calm
6bservation and reflection, and subsequently upon all
mankind.
"
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It is to the facility of,tracing the ]inks m_the chum of
causes and effects that we must ascribe the great improvement m the kindred b_aaches of moral and _poli.tica|
science ; and hence it is, wl_en once" the manner in which
political and economical facts bear upon each othe'r is well
J-understood, that we are enabled to decide what course of
conduct will be most advantageous in.any given situation.
Thus, for example, to get rid of mendicity, that w_l not be
done which only tends to multiply pampers ; and, in order
to procure abUndance, the only measures ' calculated to
prevent it will not be adopted.
.The certain road to national prosperity and happiness being known, it can and
will be chosen.
For a tong time it was thought that the-.science of political economy could only possibly be useful-to the very
limited number of persons engaged in the administration
of public affairs.
It is undoubtedly of importance that
men in public life should be more enlightened than others ;
in private life, the mistakes of individuals can never ruin
but a small number of families, whilst those of princes
and ministers spread desolation over a whole country.
But, is it possible for princes and ministers to be enligh'tened, when private individuals are not so? This is a
question _hat merits consideration.
It is in the middling
classes of society, equally secure from the intoxication
of power, and the compulsory labour of indigence, in
which rare found moderate fortunes, leisure united with
habits of industry, the free intercourse of friendship, a
taste for literature, and the ability to travel, that knowledge originates, and is disseminated amongst the highest
and lowest orders of the people. For these latter cla'sses,
not having the leisure negessary for meditation, only adopt
truths when presented to them in the form of axioms, requiring no further demon_ration.
And although a monarch and his principal miaisters
should be Well acquainted with the principles upon which
national prosperity is founded, of what advantage would
this knowledge be to them, if throughout all the different
departments of administration,
their measures were not
supported by men capable of comprehending and enforcing
fliem ? The prosperity of a city or province is sometimes
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dependent
upon the official acts of a single individual;
and the'head of a subordinat, e department of government,
by provoking, an important decision, often exercises an
influence even superior to that of the legislator himself.
ha countries blessed with a representative
form of governmeat, each citizen is under a much greater obligatiol! to
make himself acquainted with .the principles of political
economy i for there every man is called upon to deliberate
upon public affairs.
Finally,'in supposing that every person i_ any way conneeted with government,
from the highest to the lowest,
could be wall acquainted with these principles, without
the nation at large being so, which is wholly improbable,
what resistance would not the execution of their wisest
plans experience?
What obstacles would they "not enqouater in the prejudices of those even who should most
favour their measures ?
A nation, in order to enjoy the advantages
of a good
System of political economy, must not only possess statesmen capable of adopting the best plans,, but the population must be in a situation to admit of their application.*
. It is also the way of avoiding doubts and perpetual
eh/lnge's of principles_ which prevent our profiting even
from whatever may be good in a bad system.
A steady
and consistent policy is an essential element of national
prosperity;
thus England has become more opulent and
powerful than would seem to comport with her territorial
extent, by an Uniform and steadfast adherence "to a system,
even in many respects objectionable to her, of monopoiizingthe maritime commerce of other naticms. But to
fQtiow for any length Of time the same route, it is necessary to be able to choose one not altogether bad ; unforeseen and insurmountable difficulties would otherwise have
• I here suppose the higher orders of society to be actuated by a sincere desire to pro
mote the public _oocL When this feelirig, however, does not exist, when the governmen_
is faithless and cor¢llpt_ it is of still greater importance that the people should become
acquainted with the real state of things, and comprehend their true interests.
Oth¢r
wise, they suffer without knowing to what causes their distresses ouglit to be attributed,
or indeed, hy attributing them to erroneous cauls, the views of the public are distracted.
their'efforts disunited; and individuals, thus d¢prlved of general support, fail in resold
tion, and despotism is strengthened ; or what is still worse, where the people are st,
badly _over_ed a_ to heeoine desperate, flaey listen to pernicious counsels, and e,.zchang¢
a vicious order of things for one still worse.

INTRODUCTION.

to be encountered, which would oblige us to changed.our
course, without even tlie reproach-of versatility.
It is, perhaps, to this cause we rhust attribute the evils
which, for two centuries, have tormented France; a period during which she was Within reach of that state of
hi_h_ pros peyrit she was invked., to. by the_ fertility, of her
soil, her geographical posmon, and the gerflus of her inhabitants.
Withno
_ixed opinions in rOlation to the
causes of public prosperity, the nation, like a ship wil_hout
chart or compass, was driven about by the caprice of the
winds and the folly of the pilot,'alike ignorant of the place
of her departure or destination.*
A consistent policy in
France would have extended its influence over many successive administrations ; and the vessel of the state would
at least not have been in danger of being wrecked, or exposed to the awkward mana_uvres by which she has so
much suffered.
Versatility is attended with such ruinous consequences,
that it is impossible to pass even fi'om a bad to a good
system without serious inconvenience.
The exclusive and
restrictive system is without _doubt vastly injuriou s to tile
development of industry, and to the progress of national
wealth; nevertheless, the establishments which this policy
has created could not be suddenly suppressed, without
causing great distress.t
A more favourable state of things
can only be brought about, without any inconvenience, by
the gradual adoption of measures introduced with infinite
skill and care.
A traveller whose limbs have been frozen
in traversing the Arctic regions, can only be preserved
from the dangers of a too sudden cure, and restored to
entire health, by the most cautious and imperceptible
remedids.
The soundest principles are not ,at all times applicable.
The essential object is to know them, and then such _as
are applicable or,desirable can be adopted.
There can
• In how many instances Tlave not great pains been taken_ and considerable capital
expended, to increase the evils mankind have been desirous of"shunning ! How many
regulations are just so far carried into execution as to produce all the injury restrictions.
t_ossibly can effect, arid, at the same time, just as far violated as toretain all the incen.
veniences g,rising from their infringement !
t"This arises from our not being able, without serious losses, to displace the capital
snd talents, which, owing to an erroneous system, have received a-faulty _ion
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be no doubt .that a ne_v community, which in every instance should consult them, would rapidly reach the highest pitch of_pulenee ; but every nation may, nevertheless,.
in_anany respects violate them, and yet attain a satisfac.tory state of prosperity. The powerful action of the vital
principle, causes :the human body. to grow and thrive in
spite of the acoden.ts and excesses of youth, or of the
wounds which have been inflicted on it. Absolute perfection, beyond which all is evil, _and produces only evil, is
nowhere found; evil is everywhere
mixed with good.
When the former preponderates, society declines ; when
the latter, it advances with more or less rapidity in the
road of prosperity.
Nothing, therefore, ought to discourageour efforts towards the acquisition and dissemination
of sound principles. The lea,st step taken towards the
attainment of this knowledge is immediately productive
of some good, and ultimately will yield the happiest fruits.
If, for the interest of the state, it is important that individuals should know what are the true principles of political economy, who will venture to maintain that the same
knowledge will be useless to them in the management of
their own private concerns?
That money is readily
earned without any knowledge of the nature or origin
of wealth, I admit.
Forthat
purpose, a very simple calculation, within the reach of the rudest peasant, is all that
is necessary : such an article will, including every expense.
cost me so much ; I shall sell it for so much, and, therefore,
shall gain so much. Nevertheless, accurate ideas respecting the nature and growth of wealth, .unquestionably
afford us many advantages in forming a sound judgment
of enterprises in which we are interested, either as principals or as parties. They enable us to foresee what these
enterprises will require, and what will be their results; to
devise the means of their success, and to establish our
exclusive claims to them ; to select the most secure investments, from anticipating the effects of loans and other
public measures; to cultivate
the earth to advantage,
from accurately adjusting actual advances with probable
re(urns; to become acquainted with the general want._
of society, anti thus be enabled to make choice of a pro
--
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fession; and to discern the symptoms_f national prosper_ty or decline.
The opinion that the study Of the science of poiiti_:al
economy is calculated to be useful to statesmen only, fallacious as it is, has been attended with other disadvantages. Almost all the authors oa this subject,-nntil the
time of Dr. Adam Smith, had -imagined that _heir principal
object was to enlighten the public authorities ; and as they
were far from agreeing among the.mselves, inasmuch as
the facts, and their connex_n and consequences, were but
imperfectly known to them, and entirely overlooked by
the multitude, i_ is by no means surprising that they s]lould
have been regarded as visionary dreamers in relation
to the public good. Hence the contempt which men in
power ahvays affect towards everything like first principles.
But since the rigorous method of philosophizing, vchich
in every other branch of knowledge leads to truth; has
been applied to the investigation of facts, and to the reasonings founded on them, and the science of political
,_conomy has been thus confined to a simple exposition of
whatever _akes place in relation to wealth, it no longer
dttempts to offer counsel to public authorities.
Should
they, however, be desirous of ascertaining the good or
evil consequences likely to re_tlt from any favourite project, they may consult this science, exactly as they _vould
consult hydraulics upon ,the construction of a pump or
sluice. All that can be required from political economy
is to furnish governments with a correct "representation
of the nature of things, and the general laws necessarily
resulting from it. Perhaps, until such views be more generally diffused, it may also be required, to point out to them
some of the applications of its .principles. Should these
be despised or neglected, the governments themselves, as
well as the people, will be the sufferers. The husbandman
who sows tares can never expect to reap wheat.
Certainly, if political economy discloses the sources of
wealth, points out the means ot" rendering it more abundant, and teaches the aft'of daffy obtaining a still greater
amount without ever exhausting-it; iFit demonstrates,
that the population of a country may, at the same time,
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be more numerous and better supplied with the necessaries
of life ; if it satisfactorily proves that the interest of the
rich and poor_ and of d_fferent nations, are not opposed
to each other, and that all rivalships are mere folly ; and
if from all these dem_onstrations it necessarily results, that
a multitude of evils supposed to be without remedy, may
not only bereckoned curable, but even easy to cure, andthat
we need not sffffer from them any longer than we are willing so to do3 it must be acknowledged that there are
few studies of _greater importance, or more deserving the
• attention of an elevated and benevolent mind.
Time is the great teacher, and nothing can supply its
operation.
It alone can ful!y demonstrate the advantages
to be derived from a knowledge of political economy in
the general principles of legislation and government.
On
the one hand, the custom which condemns so many men
of sense, at the_ same time that they admit the principles
of this science, to speak and act as if they were wholly
ignorant of them,* and on the other, the resistance, which
individual as well as general interests, imperfectly understood, oppose to many of these principles, exhibit nothing
that ought either to surprise or alarm individuals animated
with a desire' of promoting the general welfare. The philosophy of Newton, whigh, during a period of fifty years
was_unanimously rejected in France, is now taught in all
its schools.
Ultimately it will be perceived, that there
are studies of stilt greater importance than this, if estimated by their influence on the happiness and prosperity
of mankind.
Still how unenlightened and ignorant are the very na_ "The Z would WiSh, so to express myself, that I might "be able to demonstrate that
my proofsare conclusive, and that they are not wrong in submitting to them. The
soundness of my reasoning has produced a momentary Conviction ; but they aRerwards
feel the habitual influence of their former opinions return with undiminished authority,
although without any adequate cause, as in the ease of the apparent increase in the
diameter of the moon at the horizon. They would wish to be freed by me from these
troublesome .relapses, of whose delusiveness they are sensible, but which nevertheless
importune them., In a word, they are desirous that I should be .enabled ¢o effect by
rcasop, what time alone can accomplish ; which is impossible. Every cause has an
_efft3ctpeculiar to itself. Re.on may convince, opinions carry us along, and illusions
. perplex us; lint time alone, and the frequent repehtion of the same acts, can produce
that state of, calmness and ease which we call habit. Hence it is_ that all new.opinions
am such a length of time in spreading" themselves. If an innovator has ever had ira.
mediate success, it is only from having discovered and promulgated opinions already.
floating-in every mind."
])ESTUTT-TR.ACY,
Logiqttc,
chap. 8.
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tions we term civilized ! ,Su_ey entire _ovinces of proud
Europe ; interrogate a hundred, a thousand, or even ten
tho_savd individuals, and of this whole number, you will
hardi:_, perhaps, find two emlmed with the slightest tincture
of the improved science of which• th6 present age so much
boasts. This general ignorance of recondite truths is by
no means so remarkable as an utter_ unacquaintance with
the simplest rudiments of knowledge applicable to the
situation and circumstances of every one. How rar e, also,
are the qualifications necessary for one's own instruction,
and how few persons are solely capable of observing what
daily happens, and of questioning whatever they do not
understand !
The highest branches* of knowledge are .th6n very far
from having yielded to society all the advantages
to be
expected from them, and without which they w_)uld be
mere curious speculations.
Perhaps their perfect application is reserved for the nineteenth century.
In moral
as well as in physical science, inquirers of supi_rior minds
will appear, who, after having extended their the6retieal
views, win disclose methods _ of placing important trnths
within the reach of the humblest capacities.
Ira the ordi
nary occurrences of life, instead of then being gut"tied by
the false lights of a transcendental
philosophy, mankind
will be governed by the maxims of common sense. Opinions will not rest on gratuitous assumptions, but be the
result of an accurate observation of the nature of things.
Thus, habitually and naturally ascending to the source of
all truth, we shah not suffer ourselves to be imposed upon
by empty sounds, or submit to the guidance 6f erroneous
impressions.
Corruption, deprived of the weapons of era-:
piricism, Will lose her principal strength, and no longer be
able to obtain triumphs, calamitous to honest me*n, and
disastrous *to nations.
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• lr we take the pains to inquire what that is, which mankind in o
tocial state of existence denominate wealth, we shall find the term
employed to designate an indefinite quantity of objects bearing
inherent value, as of land, of metal, of coin, of grain, ofztuffs, of
commodities of every description.
When they further extend its
sigr_ifie_ition to landed securkies, bills, notes of hand, and the like, it
is evidently because they contain obligations to deliver things possessed of inherent value. In point, of fact, wealth can only exist
where there" are things'possessed of real and intrinsic value.
Weaith is proportionate to the _uantum of that value ; great, when
the aggregate of component value is great ; small, when that aggregate issmall.
The value of a specific article is always vague and arbitrary, so
long as it remains unacknowledged.
Its owner is not a jot the richer,
by setting a higher ratio upon it in his own estimation. (But the
moment that other persons axe willing,, for the purpose of obtai'oing
it, to give in exchange a certain quantity of other articles, likewise
bearing value, the one may then be said to be worth, or to be of
equal valae with, the other.
The quantity of money, which is readily parted with to obtain a
thing,is called its price. Current price, at a given time and place,
is' that price which the owner is sure of obtaining for a thing, if he
is inclined to part with it._
The knowledge of the real nature of wealth, thus defined, of the
difficulties that_must be surmounted in its attainment, of the course
and order of its distribution amangst the members of society, of the
* The n_Imerous and difficult points arising out of the confusion ofpositiv_ ann
relative value a/-e discus_d
in different partu of this work; particularly
iR the
leading chapters of Book II.
Not to perplex tim attention of the reader, I confine myself here toso .much-as is absolutely neceasary to eotaprehend the phe
nomenon of the, production of wealth.
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uses to Which it may be applied, and, further, of the_ consequences
resulting respectively
fi'om these several circumstances,
constitutes
that branch of science now,entitled
Political Economy.
"
• The valu_that
mankind attach to objects originates in the use it
call make of them. _ Some afford sustenange;
others serve for cloth-"
ing; some defend them from the inclemencies
d" the season, as
houses ; others gratify their taste, or, at all events, their vanity, both
of which are species of wants: of this class are aIl mere ornaments
and decorations.
It is universally true, that, when. men attribute
value to any thing, it is in consideration
of its useful properties ; .what
is good for'nothing they set no price upon. * To this inherent fitness
or capability of certain things to satisfy the various wants o1¢ mankind, I shall take leave to affix the name of utility.
And t will_go
on to say, that, to create objects which have any kind of utility, is.to
create wealth;
for the utility of things is the ground-work
of their
value, and their value constitutes wealth.
Objects, however, cannot be created by human means; nor is the
mass of matter, of which this globe consists, capable of increase or
diminution.
All that man can do is, to re-produce existing materials
under another form, which may give them an utility they did not
before possass, or merely _n]arge one they may have before presented.
So that, in fact, there is a creation, not of matter, but of utility.;
and this I call production of wealth.
In this sense, then, the word production
must'be
understood
in
political economy, and throughout the whole course of the present
work.
Production is the creation, not of matter, but of utility. It
is not to be estimated by the length, the bulk, or.the weight of the
product, but by the utility it presents.
A]thongh price is the measure of the value of things, and their
value the measure of their utility, it would be absurd to draw the
inference, that. by forcibly raising their price, their utility can be
augmented.
Exchangeable
value, or price, is an index of the recognised ntilitv of a thing, so long only as human dealings are exempt
from every influence but that of the identical utility: in like manner
as a barometer denotes the weight of the atmosphere,
on]_y while the
mercury is submitted to the exclusive action of atmo_haric
gravity.
In fact, when one man sells any product to another, he sells him
the trtilitv vested in that product ; the buver buys it only for the sake
of its ut]lity, of the use he can make of it. If, by any cause whatever, the buyer is obliged to pay more than the value to himself of
* It would be out of place here to examine, whether or no the value mankind
attach to a. th_ng be always proportionate to its actual utility. _I'he accuracy of "
the estimate must depend upon the comparative judgment, intelligence, habits,
anti prejudices of those who make it. True morality, and the clear perception
of their real interests, lead mankind t9"the just appreciation of benefits. Political economy takes this appreciation as it finds it_as one of the data of its reasanin_'s; leaving to the moralist and t_ne practical man, the several duties of
enlight_nin,_ and of guiding their fellow.creatures, as 'wgll in this_ as in other
vartictilars of human conduct,
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that utility, he-pays for valuethat
has no existence, and consequent
ly which he does' not redeive.*
This is preci,ety the case, when authority grants to a particular
class of merchants.the
e_clusfve privilege of carrying
6n a certain
branch .of trade_ the Jndia trade lbr insta/me;
the price of Indian
imports is thereby raised, without any accession
to their utility or
intrinsic vahie. This excess ofq3ricp, is nothing more or less _han so
much money _ransferred
from the pockets of the consumers
into
those of the privileged traders, whereby the .latter are .enriched exactly as much as the Tornmr are unnecessarily
impoverished.
In
like manner, wben.a
government
imposes on wine a tax, which
ixtises to -15 ,cents the bottle what woula otherwise be sold for 10
cents, what does it 'else, but transfer, 5 cents per bottle from the hands
of the producers
or the consumers of wine to those of the tax-gatherer R The particular
commodit T is here only the means resorted .to
for getting at the tax-payer with more or less convenience
; and it's
current value is composed
of two ingredients,
viz.'.l. Its real value
orighaating in its utility: 2. The value of the tax that the government thinks fit to exact, for permitting its manufacture,
transport,
or consumption.
.Wherefore,
there is no actual production
of wealth, without a
creation or augmentation
of utility. Let us see in what maimer this
utility is to be produced.

CHAPTER
OF THE

DIFFERENT

II.

KINDS OF INDUSTRY, AND THE
CONCUR IN PRODUCTION.

MODE

IN WHICtt

THEY

SoM_ items of human consumption
are the spontaneous
gifts of
nature, o,nd require no exertion o/" man for _heir production ; as a_.r,
water, and light, under certain ci_umstances.
These are desfitufe
of exchangeable'value;
because the want of them is never felt, others
bein_ equally provided with them as ourselves.
Bei_)g neither procura_ble by production,
nor destructible
by consumption,
they come
not within the province of political economy.
But there are-abtmdance
of others equally indispensable
to our
existence and t O our happiness, which man would never enjoy at all,
did not his industry awaken, assist, or complete
the operations
of
*This position will hereafter be further illustrated. For the present it is
enough to' know,'ttmt, whatever be the state of sbciety, current prices a!_proX_mate to the real value, of things, in .proportion to the liberty of production and
m,atual dealing'.
_'It will be shown in Book III. of this work, what proportion of the tax is lmitt
by the producer, and what-by the consumer.
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nature. Such are most of the articles' which serve forJkis food, raiment and lodging.
"
'When that industry is Iimited to the bare collection of natural
'products, it is called a_cultural industry, or sitripby agricultu_'e.
When it is employed in Severing, compounding, or fashioning the
products of nature, so as to fit them to the satisfaction of our various
wants, it is called manufacturing industry.*
..
When it is employed in placing within our reach.objects of want
which would otherwise be beyond reach,, it is called comm_vial
industtT/, or simply commerce. _
It is solely by means of industry that mankind can "be furnished,
in any degree of abundance, with actual necessaries, ahd with that
variety of other objects, the use 9f which_ though not altogether indispensable, yet marks the distinction between a ciyilized community and a tribe of savages. Nature, left entirel) to ilself, would provide a very scanty subsistence to a small number of human beings.
Fertile but desert tracts have been ,found inadequate to the bare
nourishment of a few wretches, cast upon them by the chances of
shipwreck: while the presence of industry often exhibits the spectacle of a dense populatio/_ plentifully supplied upon the most ungrateful soil.
The term products is applied to things that industry furnishes "to
mankind.
A particular product is rarely the fruit of one branch of industry
exclusively.
A table is a joint product of agricultural industry,
which
felled has
the given
tree whereof
is made,is and
of manufacturing
industry,hasx_tfieh
it form. _tEurope
indebted
for its coffee
to the agricultural industry, which has planted and cultivated the
bean in Arabia or elsewhere, and to the commercial industry, which
hands it over to the consumer.
These three branches of industry, which may at pleasure be again
infinitely subdivided, are uniform in their mode of contributing to
the act of production.
They all either confer an utility on a substance .that possessed none before, or increase one which it already
possessed. The husbandman who sows a,grain of wheat that yields
twenty-fold, does not gain this product from nothing: he avails him.self of a powerfid agent ; that is to say, of Nature, and merely,dlrects
an operation, whereby different substances previously scattered
throughout the elements of earth, air, and water, are converted into
the form of grains of wheat.
Gall-nuts, sulphate of iron, and gum-arabic, are substances exi_ing
separately in nature. The joint industry of the merchant and "manufacturer brings them together, and from their compo_md derives the
black liquid, applied to the transmission of useful science. This
joint operation of the merchant and manufacturer is analogous to that
*Since matter can only be modified,compounded, or separated, by means
either mechanical or chemical,all branchesof manufacturingindustry may be
subdivided
into the meelmnicatand the chemie_ arts,a_aordihgto the predomi-"
nangeof the one orthe otherin their several proee_Bs.
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of the husbandman,
who chooses'his object and effects its attainment
by precisely the same kind of means as the other two.
No human being has the faculty of originally creating
matter,
which is more than nature itself can do,
But any one may avai!
himself of the agents offered him by nature, to invest matter with
utility.
In fact, industry is" nothing more or less than the human
employment
oLfiaturalagents;
the most perfect product of ]abom',the one that de_'ives nearly its whole .value from its workmanship,
is
probably the result of the action of steel, a natural product upon
some substance or other, likewise a natural product. _
Through, ignorance
of" this principle, the economists
of the 18th
century,
thou_-h many enlightened
v/'rifers were to be reckohed
amongst them. were b'etrayed into the most serious errors.
They
allowed no industry to be productive, but that which procured th'c
raw materials;
as the industry of the husbandman,
the fisherman an¢]
the miner;
not adverting to the distinction, that wealth consists, not
-in matter, but in the value of matter;
because matter without value
is no item of wealth;
otherwise water, flint-stones, and dust of the
re.ads, would be wealth.
Wherefore,
if the value of matter constl tutes wealth, weal'th is to be created by the annexation
of vahle.
Practically,
the man who has in his warehouse
a quintal of wooi
worked
up into fine cloths, is richer than one who has the same
quantity of wool in packs.
To this position the economists replied, tlmt the additional value
communicated
to a product by manufacture,
was no more than equivalent to the value consumed by the manufacturer
during the process ;
for, said they, the competition
of manufactures
prevents their eve.'
raising the price beyond the bare amount of their own expenditure
and consumption ; wherefore
their labour adds nothing to the total
wealth of the community, because their wants on the one side destroy
as much as their industry produces on the other.J* Alagrotti in his Opuscula, by way of exemplifying the prodigious addition
of the value given to an object by industry, adduces the sp!ral springs that
check the balance-wheels of watches. A pound weight of pig°iron costs the
operative manufacturer about five cents. This is worked up-into steel, of which
is made the little spring that moves the balance-wheel of a watch. Each of these
springs weighs but the tentk part of a grain ; and when completed, may be see
as high as three dollars, so that out of a pound of iron, allowing something for
the loss of metal, 80,000 of these springs may be niade, and a eubstance of five
cents vahm be wrought into a value of 240,()00 dollars.
)$Iercier de la Riviere, in his work entitled "Ordre ZVaturd des 8oci_t_s Politiques," tom. ii. p. 255, while labouring to prove, that manutZacturmg labour is
barren and unproductive, makes use of an argument, which I think it may be of
some service to refute, because it has been oi_en repeated in different shapes,
and some of them specious enough. He says, "that if the unreal products of
industry are considered as realities, it is a necessary inference, that an useless
mu]tl])l_lcation of workmanship is a multiphcation of_ wealth." But because
human labour is productive of value, when it has an useful result, it by no means
follows, that it is productive of value, when its result is either useless or injurious. All labour is notproductive; but such only as adds a real value to any
substance6*or thing.

And the futility oflthis argument of the economists is lint
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But it should have been previously demonstrated
by those who
made use of this argument, that the value, consumed by mechanics
aud artizans, must of necessity barely ecitmt the value produced by
dram, which is not the fact ; for it is unquestionab]_
that more "savings
are made, and more capital accumulated
from the profits of trade and
manufacture,
than f_om those of agrictrlture.(1).
Besides, even admitting that the profits of manufacturing
industry
are consumed in the satisfaction of the nece_ssary wants of the manufacturers
and their families, that circumstance
does not prevent
them being positive acquisitions of wealth.
For ,unless they were
so, they could not satisfy their wants : the profits of the land-owner
and agriculturist
are allowed to be items of positive weakh ; yet they
are equally consumed in the maintenance
(_f those classes.
Commercial.
in like manner as manufacturing
industry, concurs
in production, by augmenting
the value of a product by its transport
from one place to another.'b A quintal of Brazil cotton has acquired
greater utility, and therefore
larger _;alue, by the time it reaches a
warehouse in Europe, than it possessed in one at Pernambpco.
The
transport
is a modification that the trader gives to the commodity,
whereby he adapts to our use what was not before available ; which
modification
is equally useful, complex and uncertain in the result,
as troy it derives from the other two branches
of industry.
He
avails" himself of the natural properties of the timber and the metals
used in the construction
of his ships, of the hemp whereof his rigging
is composed, of the wind that fills his sails, of ail the natural agents
brought to concur in his purpose, with precisely the same view and
the same result, and in the same manner too, as the agriculturist
avails himself of the earth, the rain, and the atmosphere.*
beyond all question by the circumstance, that it may be equally employed
against their own system and that of their opponents. They may be told, "You
admit the industry of the cultivator to be productive ; therefore he has only to
plough and sow his fields ten times a year to increase his productiveness tenfold," which is absurd.
* Genovesi, who lectured on political economy at Naples, defines commerce
to be "the exchange ofsuporfluitms for necessaries." He gives as his reason,
that in every transaction of exchange, the article received appears-to each of the
contracting parties more necessary than that given,_ This is a far-fetched notion,
which I think myself called on to notice, because it has obtained considerable
currency. It would be difficult to prove, that a poor labourer, who goes to the
(1) [Our author, in here asserting, "that more savings are made, and more
capital accumulated from the profits of trade and manufacture, than from those
of agriculture," has faller_ into an error, which it is proper to notice.. In the
absence of "prohibitions and restraints, the profits of agriculture, manufactures
and commerce, will all be on an equality, or always nearly approaching towards
it; ,for any material difference wi],l cause a diversion of capital and industry to
the mere productive channel, and by that means restore the equilibrium. In
overthrowing the hypothesis of the economists, the author has inadvertently, for
a moment, lest sight of his own general principles, which so clearly establish
the equality of profits in all the different branches of industry.]
Ax_alc_ EDvroEi
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Thus, when Ravnat says of commerce, _as contrasted
with agriculture and the arts, that "it proddces
nothing of itself," he shows himself to have had no just conception of the phenomenon
of production.
In th_s instance l_aynal has fallen into the same error with regard to
cQmmerce, as the .economists
made respecting both commerce
and
manufacture.
They pronounced
agriculture
to be the sole channel
of production;
Raynal refers production
to the'two channels of agriculture and' manufacture:
his position is nearer the truth than the
other, but still is erroneous.
Condillac also is confused in his endeavour to explain the mode in
which commerce produces.
He pretends that, because all commodities cost to the seller less than the buyer, they derive an increase
of value from the mere act of transfer
from one hand to another.
But this is not so ; for, since a sale is nothing else but an act of barter,
in which one kind of goods, silvei" for example, is received
in lieu
of another kind of goods, the loss which either of the parties dealing
should sustain on one ,article would be equivalent to the profit he
would make on fhe other, and there would be to the community
no
T
"_
'
"
production
of value whatsoever. _ _,_,hen Spamsh wine is bought at
Paris,,equal
value is really given for equal value: the silver paid,
and the wine received, are worth one the other; but the wine had not
the same vaitie before its export from Alicant:
its value has really
increased in the hands of the trader, by the circumstance
of transport, and _ot by the circumstance,
or at the moment, of exchange.
alehouse on a Sunday, exchanges there his superfluity for a necessa_'.
In all
fair tr_ific, there occurs a mutual exchange of two things, which are worth one
the other, at the time and place of exchange. Commercial production, that is
to say, tire value added by commerce to tim things exchanged, is not operated by
the act of exchanffe, but by the commercial operations that precede it.
The Count de Verri is the only writer within my knowledge, who has explained the true principle and ground-work of commerce. In the year 1771, he
thus expresses himself: "Commerce is in fact nothing more than the transport
of goods from one place to another." (Meditazioni sulla economia politica, _ 4.)
The celebrated Adam Smith himself appears to have had no very clear idea of
commercial production. He merely discards the opinion, that there is any production of value in the act of exchange.
* This circumstaltce has escaped the attention of Sismondi, or he would not
have said, "The trader places himself between the producer and the consumer,
t6 benefit them both at once, making his charge for that benefit upon both."
(Nouveaux Principes d'Economie Pol. Liv. ii. ch. 8). He would make it
appear as if the trader subsisted wholly upon the value produced by the agriculturist anlt the_manufacturer ; whereas he is maintained by the real value he himself communicates to commodities by giving them an additional modification, an
useful property. It is this very notion that stirs up the popular indignation
against the dealers i_ grain.
L. Sa_.],'ofNantes, has fallen into the same mistake (Principales Causes de
la Richesse, &c. p. 110). By way of demonstrating the value conferred by
commerce-to be unreal, he alleges it to be absorbed by the charges of transport.
By this incidental process of reasoning, the economist concluded manufactule to
be unproductive ; not perceiving, that in these very charges consists the revenue
of the commercial and manufacturing producers ; and that it is in this way that
the values raised by production at large are distributed amongst the several producers.
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The seller does not play the rogue, nor the buyer the fool ; and I_ondillac has no groun_ for his position, that "if men always exchaaged equal value for equal value, there would be _o ]_rofit to be made
by the traders."*
In some particular
cases the two other bra.nches.of
industry produce in a manner analogous to commerce,
v/_. by giving a value to
things to which they actually communicate
no new quality, but that
of approximation
to the consumer.
Of this description is the industry of miners.
The "coal or metal may exist in the earth, in a perfect
state, but unpossessed
of value.
The miner extracts
them thence_
and this operation gives them a value, by fitting them for the use of
mankind.
So also of the herring fishery,
Whether
in or out of
the sea, the fish is the same ; but under the latter circumstances,
it
has acquired an utility, a value, it did not before possess.'["
Examples
might be infinitely multiplied, and would all bear as
close an affinity, as those natural objects, which the naturalist classifies only to facilitate their description.
This fundamental
error of the economists, in which I have shown
that their adversaries
in some measure participated,
led them to the
strangest
conclusions.
According
to their theory, the traders and
manufacturers,
being unable to add an iota to the general stock of
wealth, live entirely at the expense of the sole producers, that is to
say, the proprietors
and cultivators
of the land.
Whatever
new
value they may communicate
to things, they at the same time consume an equivalent product, furnished by the real producers : manufacturing and commercial
nations, therefore, subsist wholly upon the
wa_es_ they receive from their agricultural
customers;
in proof of
which position, they alleged that Colbert ruined France by his protection of manufactures,
&c_:
The truth is, that, in whatever
class of industry a person is
engaged, he subsists upon the profit he derives from the additional
* See his work entitled, "Le Commerce et te Gouvernment considdrgs rela.
tivement Pun a l'autre." lre. pattie, ch. 6.
_"We may consider as agents of the same class of industry, the cultiva_r of
the land, the breeder of cattle, the woodcutter, the fislmrman that takes fish he
has been at no pains in breeding, and the miner who, from the bowels of the
earth, extracts metal, stone, or combustibles, that nature has placed there in a
perfect state ; and, to avoid multiplicity of denominations, the whole of these
occupations may be called by the name of agricultural indfstry, because the
superficial cultivation of the earth_is the chief and most important of all. Terms
are of little eonsequence, when the ideas are clear and definite. The winegrower, who himself expresses the jmce of his grapes, performs a mechanical
_peration, that partakes more of manufacture than agriculture. :Butit matters
httle whether he be classed as a manufacturer or agriculturist; provided that it
l_ clearly comprehended in what manner his industry adds to the value of the
product. If we wish to give separate consideration to every possible manner of
glwng value to things, industry may be infinitely subdivided. If it.be the object
to generalize to the utmost, it may_be treated as one and the same ; for every
branch of it will resolve itself into this : the employment of natural sul_tanceg
and agents in "theadaptation of products to human consumption.
See the numberless writings of that sect.
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value, or portion of value, no matter'inwhat
ratio, which his agency
attaches to the product he is at work upon.
The total value of products serves in tins way to pay the profits of those occupied in production.
The wants of mankind are supplied and satisfied out ot
the gross values produced and created, and not out o.f the net values
Onlyo

A nation, or a class of a'nation, engaged in manufacturing
or commercial
industry_ is not a whit more or less in the pay of another,
than one employed in agriculfure.
The value created by one branch
is of the same nature
as that created
by others.
Two equal
values are worth one the other, although perhaps the fruit of different branches of industry.: and when Poland-barters
its staple product,
wheat, for the _staple commodity
of Holland, East and West India
roduce, Holland is no morein
the pay or service of Poland, than
oland is of Holland.
Nay, Poland herself, which exports at the rate of ten millions of
wheat annually, and therefore, according to the economists,
takes the
sure road to national wealth, is, notwithstanding,
poor and depopulated : and why ?.--Because
she confines her industry to agriculture,
though she might be at the same time a commercial
and manufacturing state.
Instead of keeping Holland
in her pay, she may with
more propriety
be said to receive wages from the latter, for the
raMng of ten millions of wheat, per ammm.
Nor is she a .jot less
dependent than the nations that buy wheat of her: for she has just
as much desire to sell to them, as they have to buy of her. _*
Moreover,
it is not true that Colbert ruined France.
On the contrary, the fact is that France, under Colbert's administration,
emerged
from the distress that two regencies and a weak reign had involuted
her in. She was, indeed, afterwards
ruined again ; but for this second
calamity, she may thank the pageantry
and the wars of Louis XIV.
Nay, the very prodigality,
of that prince is an undeniable evidence
of the vast resources that Colbert had placed at his disposal. It must,
however,
be admitted
that those resources
would have been stih
more ample, if he had but given the same protection
to agriculture,
as to the other branches of industry.
Thus it i_ evident, that the means of enlarging and multiplying
'wealth within the reach of every community are much less confiued
than the econoinists imagined.
A nation, by their account, was unable to produce armuallv any values beyond the net annual proauce
of its lands ; to which fund alone recourse could be had for the support not only of the proprietary
and tim idler, but likewise of the
merchant, the manufacturer,
and the mechanic, as we/1 as ibr the total
consumptfon
of the government.
Whereas
we have just seen that
the.annual produce of a nation is composed, not of the mere net pro* We shall find in the sequel, that, if any one nation can be said to be in the
service of another, it is that which is the most dependent; and that the most
dependent nations are, not those which have _ scarcity of land, but those w!lich
have 8 scarcity of capital.
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duee of its agriculture, but of the gross prbduce of its agriculture,
commerce, and manufacture united. For, in fact, is not the sum
total, that is to say, the aggregate o_"the gross product raised by the
ffation, disposable for its consumption ? Is value produced less an
item of wealth, because it must needs be consumed ? And does not
vah_e itself originate in this very applicability to consumption.
The English writer, Stewart,who may be rooked upon as the leading
ad_:ocate of the _xclusive sTstem , the system founded on the maxim,
that the wealth of one set of men is derived from the impoverishmeat of another, is himself no less mistaken in asserting, that, "when
once a stop is put to external commerce, the stock of internal wealth
fr
,L,_
cannot be augmented.
. Wealth, it seems, can come only from
abroad ; but abroad, where does it come from ? from'abroad aIso. So
that in tracing it from abroad to abroad, we must necessarily, in the
end, exhaust every source, till at last we are compelled to look for it
berond the limits of our own planet, which.is absurd."
'Forbormais,J" too, builds his prohibitory system on this glaring
fadacy; and to speak freely, on this fallacy are follnded_the exclusive systems of all the short-sighted merchants, and all the governmeats of Europe and of the world. They all take it for granted,
that what one individual gains must needs be lost to another; that
what is gained by one countrv is inevitably lost to another: as i!
the possessions of abundance of individuals and of communities could
not be multiplied, without the robbery of somebody or other. It
one man or set of men, could only be enriched at others' expense,
how could the whole number of individuals, of whom a state is composed, be richer at one period than at another,as they now confessedlv are in France, England, Holland, and Germany, compared with
wh_t they were formerly?
How is it, that nations are in our days
more opulent, and their wants better supplied in every respect, than
they were in the seventeenth century?
Whence can they have
derived that portion of their present wealth, which then had no
existence?
Is it from the mines of the new continent ? They had
already advanced in wealth befl_re the discovery of America.
Be
sides, what is that which these mines have furnished?
Metallic
wealth or value. But all the other values which those nations now
possess, beyond what they did in the middle ages, whence are they
derived ? "Is it not clear, that these can be no other than created
values ?
We must conclude, then, that wealth, which consists in the value
that human industry, in aid and furtherance of natural agents, communicates to ttfings, is _susceptible of creation and destruction, of
increase and diminution, within the limits of each nation and independently of external agency, according to the method it adopts tc
t_ringabout those effects. An important truth, which ought to teach
* Essay on Political Economy,b. ii. ¢. 26.
F_.temcnsde Commerce.
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mankind, that, the objects of rational desire are within their reach,
provided they have the will and inteltigenee to employ the true
means of obtaining them. Ttrose means it is the purpose of this
work to investigate and unfold.
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As we advance in the investigation of tile processes of industry,
we cannot fail to perceive, that mere unassisted it_dustry is insufficient to invest things with value. The human agent of industry
must, besides, be provided with pre-existing products ; without which
his agency, however skilful and intelligent, would never be put in
motion. These pre-existing reqt_isites are,
1. The tools and implements of the several arts. The husbandman could do nothing without his spade and mattock, the weaver
without his loom, or the mariner without his ship.
2. The products necessary for the subsistence of the industrious
agent, _s long as he is occut)ied in completing his share of the work
or productiou.
This outlay of his subsistence is, indeed, in the long
run, replaced by the product he is occupied upon, or the price he
will receive for it; but he is obliged continually to make the advance.
3. The .raw materials, which are to be converted into finished
products by the means of his industry.
These materials, it is true,
are often the gratuitous offerings of nature, but they are much inore
generally the products of antecedent industry, as in the case of seedcorn supplied by agriculture, metals, the fruit of the labour of the
miner and. smelter, driags brought by the merchant perhaps from the
extremities of the globe. The value of all these must be found in
advane, e by the industrious agent that works them up.
The value ot_ all these items constitutes what is denominated productile capital
Under this head of productive capital must likewise be classed the
value of all erections and improvements upon real or landed property.
whica Increase its annual produce, as well as that of the farming live
and dead stock, that operates as machinery in aid of human industry.
Another item of productive capital, "is money, whenever it i_
employed to facilitate the interchange of products, without which
production could never make any progress.
Money distributed
through the whole mechanism of human industry, like the oil that
greases the wheels of "complex machinery, gives the requisite ease
and facility to-its movements. But gold and silver are not produc
tire unless employl_d by industry : they are like the oil in a 'nachlne
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remaining in a state of inaction. And so also of all other tools and
implements of human industry.
.It would evidently be a great mistake to suppose that the capital
of a community consists solely of its money. The merchant, the
zhanufacturer, the culfiyator, commonly have the least considerable
portion of the value comp.o.sing their capital im'ested ha the form of
money; nay, the more active their concern is, Jhe smaller is tlleir
relative proportion of their capital so.vested to the residue.
Tile
funds of the merchant are placed out in goods on their transit by
land or water, or warehoused in difli_ront dtreetions: the_Capital of
the manufacturer chiefly consists of the raw material in different
sta_es of progress, of tools, implements, and necessaries for his workmen: while t]mt of the cultivator is vested in farming buildings, live
stock, fences and enclosures.
The)" all studiously avoid burthening
flmmselves with more money than is sufficient for current use.
What is true of one, two, t]_ree, or four individuals, is true Of
society in the aggregate.
The capital of a nation is made up of the
sum total of private capitals; and, in proportion-as a nation is prosperous and industrious, in' the same proportion is that part-of its
capital, vested in the shape of money, trifling compared to the amount
of the gross national capital. Neckar estimates the circulating
medium in France, in the year 1784, at about 440 millions of dollars, and there are reasons'for believing his estimate exaggerated;
but this is not the time .to state them. However, if account be taken
of all the works, enclosures, live stock, utensils, machines, ships,
commodities, and provisions of all sorts belonging to the French
people or tl.eir government in an)" part of the world ; and, i/" to
these be added the furniture, decorations, jewellery, plate, and other
:terns of luxury or con:'enience, whereof they were possessed, at the
same period, it will be found that 440 millions of circulating medium .
was a mere trife compared'to the aggregate of these united values.*
Beeke estimates the total capital of Great Britain at _300 millions
sterling,t (equal to more than 11,000 millions of dollars.) The total'
amount of her circulating specie, before the estabtishmetat of her
preseni paper money, was never reckoned by the h_ghest estimates
at more than 47 m_tlions sterling ;_ that is to ,say, about 1-50th of
her capital.
Smith reckoned it at no more than 1S millions, which
could not be the 1-127th part.(1).
*Arthur Young,in his "Journey in France," in spite of the unf:avourable
"'iewhe gives of French Agriculture, estimates the total capital employedin
that kingdom,in that branch of industry alone, at more than '2"_00millions of
dollars; and states his belief,that the capital of Great Britain,similarlyemployed, is in the p!'oportmnof two to one.
Observationson the produceof the income-tax.
:_Pitt, who is supposedto have overrated the quantity of specie, states the
._old at forty-four-millions;and Price estimates the silver at three millions,
makinga totalof forty-sevenmillions.
(1) [The _followingsummaryrecapitulatiorrofthe value of propertyin Great
Britair_and Ireland_in the year IS38, is extracted from "Table.XVI. Gr_mrm_
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Capital in the hands of a nationat government
forms a part of the
gross national capital.
We shall see, by-and-by, how capital, which is subject to a continual wear and consumption
in the process of production,
is continually replaced by lhe very operation of production ; or rather, "how its
value, when destroyed
usder one form, re-appears
under another.
At present it is enough'to have a distinct conception, that, without it,
industry could produce _aothing.
Capital must work, as it were, in
concert with industry ; and this concurrence
is what I call the.pro.
ductive agency of capital
_ASTIMATE
of the PUBLICand PRIVATE Property of ENGLAND arid WALES, SCOTLAND and IRE_'_V, (1833)," from "P_1tER on the T_X_TIO._,DusT, CAPXTAL,
RESOVRCES,
&:C.of the whole Baiwmn E_PmE," a work of the highest authority,
publmhed in -London,April, 1833.
SUMMARY
AGGREGATE

VALUE

OF

RECAPITULATION.

PROPERTY

Productive Private Property,
Unproductive
do.

_N

GREAT

- .........
- ......

BRITAIN

-

AND

- •-

3,575,700,000
103,800,000

Public Property, ...............
Total,
Equal to dollars, ................
ENOLANVA.'¢D_VALES:
Productive Private Property,
Unproductive
do.

IRELAND.

-£2,995,000,000
580,700,000

.£3,679,500,000
17,661,600,000

....
- -

-

.£2,054,600,000
374,300,000
2,428,900,000

SCOTLA,_q)

"

Productive Private Property, - - Unproductive
do.
- IRELAND

-

31;3,300,000
51,100,000

-

622,100,000
116,400,000

.'_69,400,000

:

Productive Private Property, - Unproductive
do.
- ' Do.

-

738,.500,1_0
3_,900,000

do. in Great Britain and Ireland,

Public Property in England and W'dles,
]YO.
in Scotland, - Do.
in Ire]/and, - - - Do.
in common to Great Britain
and Ireland, as the Navy, Military, and _
Ordnance Stores, &c.
- - - )

42,000,000
3,900,000
"11,900,000
46,000,000
103,800,ff'0

Grand Total,
Equal to dollars,

7

-

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

"2_3,679,500,000
17,661,600,001_
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SPECIAn£_ OF LAND. ,.
INDEPENDENTLYof the aid ;that industry receives from capital,
that is to say, from products of "her o,wn previous.creation,
,towards
the creation of still further products, she avails herselfof the agency
and powers of a variety of agents not of her own creation, but offered
spontaneously by nature : and from the co-operation
of these natural
agents derives a portion of the utility she communicates
to things.
Thus, when a field is ploughed and sown, besides the science and
the labour employed in this operation, besides the pre-created
values
brought into use, the values, for instance, of'the plough, the harrow,
the seed-corn, the food and clothing consumed
by labourers
during
the process of production,
there is a process performed by the soil,
the air, the rain, and the sun, wherein mankind bears no part, but
wfiich nevertheless concurs in the creation of the new product that
will be acquired at the season of harvest.
This process I call the
productive agency of naturaLagents.
The term natgral agents is here employed in a very extensive
scnse; comprising not merely inanimate bodies, whose agency operates to the creation of value, but likewise the laws of the physical
world, as gravitation,
which makes the weight of a clock descend:
magnetism, which points the needle of the compass- the elasticity of
steel ; the gravity of the atmosphere ; the property of heat to discharge itself by ignition, &c. &c.
The productive Faculty of capital is often so interwoven with that
of natural agents, that it'is difficult, or perhaps,impossible,
to assign,
with accuracy, their respective shares in the business of production.
A hot-house for the raising of exotic plants, a"meadow fertilized by
judicious irrigation, owe the greater part of their productive powers
to works and erections, the effect of antecedent
production, which
form a part of the capital devoted to the furtherance
of actual and
present production.
The same may be said of land ne_vly cleared
and brought into cultivation ; of farm-buildings ; of enclosures ; and
of all other permanent
ameliorations
of a landed estate.
These
values are items of capital, though it be no longer possible to sever
them from the soil they are attached to.*
In the employment
of machinery,
which wonderfully
augments
the productive power of man, the product obtained is due partly to
the value of the capital vested in the machine, and partly to the
* It is for the proprietor of the land and of the capital respectively, when the
ownership is in different persons, to settle between them the respective value
and efficacy of the agency of these two productive agents. The world at large
may be content to comprehend, without taking the trouble of measuring, thoh
respective shares in the productmn of wealfn.
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agency of natural powers.
Suppose a tread, mill,* worked by-ten
men, to be used in place of a wind-mill, the product of the mill
might_ be considered as the fruit of the_'productive
agerrc_y of a capital consisting of.the value of the machine, and of the labour of ten
men employed in t_rning the wheel.
If the tread-mill -be supplanted by sails, it is evident that the wind_ _. natural agent, does tile work
of ten human beings.
tn this instance, the absence of the natural agent might be remedied, by the employment
of another
power;
but there are manv
•uses, in which the agency of nature could not possibly be dispensed
with, and is yet equally positive and real; for example, the vegetative power .of the soil, the vital principle which concurs in the production of the animals domesticated
to our use.
A flock of sheep
is the joint result of the owner's and shepherd's
care, and the capital
advanced in fodder, shelter, and shearing, and of the action of .the
organs and viscera with which nature has furnished these animals.
Thus nature is commonly
the fellow-labourer
of man and his
instruments ; a" fellowship advantageous
to him in proportion
as he
s_cceeds "in dispensing with his own personal agency, and that of
his capit_l, and in throwing upon nature a larger part of the burthen
of production.
Smith has taken infinite pains to explain, how it happens that
civilized communities
enjoy so great an abundance
of products, in
comparison
with nations less polished, and in spite of the swarm of
idlers and unproductive
labourers that is to be met with in society.
He has traced the source of that abundance to the division oflabour ;t and it cannot be doubted, that the productive
power of industry is wonderfully enhanced
by that division_- as we shall hereafter "see by following his steps; but this circumstance
alone is not
sufficient to explain a phenomenon,
that will no longer surprise, if
we consider the power of the natural agents that industry and civilization set at work for our advantage.
Smith admits that human intelligehce, and the knowledge
of the
laws of nature, enable mankind
to turn the resources she offers to
better account : but he goes on to attribute to the division of labour
this very degree of intelligence
and knowledge
to: and he "s ngh
'
a certain degree;
fern man, by the exclusive pursuit ofa_sin_etart
or science, has ampler means of accelerating
its progress towards
perfection.
But, when once the system of nature is discovered,
the
production
resulting from the discovery, is no longer the product of
the inventor's industry.
The man who first discovered the property
of fire to soften metais, was not the actual creator of the utility this
process adds to smelted ore.
That utility results from the physical
* A wheel in the form of a drum, turned by men walking inside, (rove a
marchre.)
_"Take his own words: "It is the great multiplication of the productions ot
all the different a.,'ts,ha consequence of the division of labour, which occasions_
in a well-governed society, that universal opulence, which extends itself to tim
rawest ranks of the people." Wealth of Nations, b. i. c. 1.

76

ON PRODUCTION.

Book L

action of fire, in _zoncurrence,.it
is true, with the labour and capita]
of those who employ the process.
But are there no processes tha'
mankind owes the knowledge of to pure accident ? or that are so selfevident, as to have required no skill to discover ? When a tree, a
natural product, is felled, is society put into possession of no greater
produce than that of the mere labour,of the woodman ?
From this error Smith has drawn the false conclusion, that all
values produced, represent
pre-e_xerted human labour or industry,
either recent or remote ; or, in other words, that wealth is nothing
more than labour accumulated
; from which .position he infers a second consequence
equally ezwoneous, viz. that labour is the sole
measure of wealth, or of value produced.
This system is obviously
in direct opposition
to "that of the
economis{s
of the eighteenth
century, who, on the contrary, maintained.that
labour produces no value without consuming
an equivalent; that, consequently, it leaves no surplus, no net produce; and that
nothing but the earth produces gratuitous
value,--therefore
nothing
else can yield net produce.
Each of these positions has been reduced to system ; I only cite them to warn th_ student of the dangerous consequences
of an error in the outset,* and to bring the
science back to the simple observation
of facts. :' Now facts demonstrate, that values produced are referable to the agency and concurrencc of ,industry, of capital,-_ and of natural agents, whereof the
chief, though by no means the only one, is land capable of cultivation ; and that no other but these three sources can produce value, or
add to human wealth. /
* Amongst other dangerous consequences of the system of the economists, is
the notable one of substituting a land-tax in lieu of all other taxation ; in the
certainty, that this tax would affect all produced value whatever. Upon a contrary principle, and in pursuance of the maxims laid down by Smith,'the net
produce of land _tnd of capital ought to be exempted from taxation altogether, if
with him we take for granted, that they produce nothing spontaneously ; but this
would be as unjust on the opposite side.
_fAlthough Smith has admitted the productive power of land, he has disregarded the completely analogous power of capital. A machine, an oil-mill for
example, which employs a capital of 4000 dollars, and gives an annual net return '
of 200 dollars, after paying all expenses, gives a product quite as substantial ffs'that
of a real estate, that cost 4000 dollars, and brings an annual rent or net produce
nf.'2_ dollars, all charges deducted. Smith maintains, that a mill winch has cost
4000 dollars, represents labour to that amount, bestowed at sundry times upon the
different parts of J_sfabric ; therefore, that the net produce of the mill is the net produce of that precedent labour. But he is mistaken: granting forargument sake, the
value of the mill itself to be the value of this previous labour ; yet the value daily
produced by the mill is a new value altogether just the same as the rent of a
_anded estate is a totally different value from the value of the estate itself, and
may be consumed, without at all affecting the value of the estate. If capital
centained in itself no productive faculty, independent of that of the labour which
crea¢ed it, how is it possible, that capital could furnish a revenue in perpetuity,
independent of the profit of the industry that employed it ._ The labour that
created the capital would receive wages after it ceased to operate--would h_tve
interminnble value; which 5s absurd. It will be seen by-_md-by, that these
tmtions have not been mere matter of speculation,
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Of natural agents, some are susceptible of appropriation, that is_
to _say ofr becoming the property of an occupant, as a fie!d, a current of water ; others can not be appropriated, but remain liable to
public use, as the wind. the sea, free navigable streams, the physical
or chemical actioo of bodies one upon another, &e. &c.
'_
"
"
" tT
We shall by_and-by
have an opportunity
of convincing,
ourselves,
that this alternative, of productive agents being or not being susceptible of appropriation, is highly favourable to the progress of wealth.
Natural agents, like la_d, which are susceptible of appropriation,
would not_produce nearly so much, were not the proprietors certain
of exclusively gathering their produce, and able to vest in them,
widx full confidence, the capital which so much enlarges their productiveness.
On the other hand, the indefinite latitude allowed to
industry to occupy at will the unappropriated natural agents, opens
a boundless prospect to the extension of her agency and production.
It is not nature, but ignorance and bad government, that limit the
producti.ve powers of industry.
Such of the nat_aral agents as are susceptible of appropriation,
form an item of productive means ; for they do not yield their concurrence without equivalent ; which equivalent, as we shall see in the
proper place, forms an item of the revenues of the appropriators. "
At present we must he content to investigate the productive operation of natural agents of every description, whether already known,
or hereafter to be discovered.
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WE have seen how industry, capital, and natural agents concur in
production, each in its respective department ; and we have likewise
seen that these three sources are indispensable to the creation of
products.
It is'not, however, absolutely necessary that they should
all belong to the same individual.
An industrious person may lend his industry to another possessed
of capital and land only.
The landholder may lend his estate to a person possessing capital
and industry only.
Whether the _thing lent be industry, capital, or land, inasmuch as
all three concur in the creation of value, their use also bears value,
and is commonly paid for.
The price paid for the loan of industry is called wages.
The price paid for the loan of capital is called interest.
And that paid for the loan of land is called rent
7_
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The ownership of land, capital,, and industry is sometimes united
in the sanae hands. A man who cultivates his Own garden at his
own expense, is at once the possessor of land, Capital, and industry,
and exclusavely enjoys the l_rofits of proprietor, capitalist, and
labourer.
The knife-grinder's craft requires no occupancy of 'land ; he carries his stock in trade upon his shoulders, and .his skill and industry
at his fingers' ends ; being at the same time adventamr_.(a) capitalist.
_andlabourer.
It is seldom that we meet with adventurers/in.industry
so-pool,
as not to own at least a share of the capital embarked in their con
eern. Even the common labourer generally advances some portion ;
the bricklayer comes" with his trowel in his hand ; the journeyman
tailor is provided with his thimble and needles-; all are clothed better
or worse; and though it be true, that their clothing must be found
out of their wages, still they find Jt themselves in advance.
Where the land is not exclusive property, as is file case Wkh
some stone-quarries, with public rivers and seas to which industry
resorts for fish, pear]s, coral, &c., products may be obtained by
industry and capital only.
Industry and capital are likewise competent to produce by themselves, when that industry is employed upon products of fi_reign
growth, procurable by capital only; as in the European manufacture of cotton and many other articles. So that every class of
manufacture is competent to raise products, provided there be industry and capital exerted. The presence of ]and is not absolutely
necessary, unless perhaps the area whereon the work is done, and
which is commonly rented, may be thought to come under this
description, as in extreme strictness it certainly must. However,
if the ground where the business of industry is carried on, be
reckoned as land used, it must at least be admitted, that, with aid of
a large capital,an immense manufacturing concern may he conducted
upon a very trifling spot of ground. Whence this conclusion may be
drawn, that national industry is limited, not by territorial extent,
but by extent of capital.
A stocking manufacturer with a capital say of 4000 dollars, may
keep in constant work ten stocking frames. If be manages to double
his capital he can employ twenty ; that is to say, he may bu_:ten more
frames, pay double ground-rent, purchase double the quantity of
silk or cotton to be wrought into stockings, and make the requisite
advances to double the number of workmen, &c. &e.
But that portion of agricultural industry, devoted to the titlage of
(a)Theterm entrepreneuris difficultto render in English; the corresponding
word, undertaker,being already appropriatedto a limited sense. It signifies
the master-manufacturerin manufacture,the farmer in agriculture,and the merchant in commerce; and generally in all three branches,the person who takes
upon himself the immediate responsibihty,risk, and conduct of a concernof
industry,whether upon his own or a borrowedcapital. For want of a better
word,it will be renderedinto English by the termadventurer.
T.
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land, is, in the course of nature, limited by extent of surface, l_either
individuals nor communities can extend or fertilize their territory,
beyond what the nature of things permits ; b_t they have unlimited
power of enlarging their capital, and consequently, of-setting at
work a larger body of industry, and thus of multiplying their products; in other words, their wealth.
There have been instances of "people, like the Genevese, who wit'h
a territory that has not produced the twentieth part of the necessaries of lit*e,have yet contrived to live in affluence. The natives of
thebarren glens of Jura are in easy circumstances because many
mechanical arts arethere practised.
In the ISth century,4he world
beheld the republic of V.enice, ere it held a foot of land in Italy,
derive wealth enough from its commerce to possess its'elf of Dalmatia, together with most of the Greek isles, and even the capital of
the Greek empire. The extent and fertility of a nation's "territory
depend a good-deal upon its fortunate position. Whereas the power
of its industry and capital depends upon its own good management ;
i_r it is always competent to improve the one and augment the
other.
Nations deficient in capital, labour under great disadvantage in the
sale of their produce; being unable to se],t at 'long credit, or to
grant time or accommodation to their home or foreign customers. If
the deficiency be very great indeed, they may be unable even to
make the advance of the raw material and their own industry. This
accounts for the necessity, in the Indian and Russian trade, of remitting the purchase-money six months or sometimes a year in
advance, before the time when an order for goods can be e_ecuted.
These nations must be highly favoured in other respects, or they
never could make consideral)le sales in the face of such a disadvantage.
Having informed ourselves of the method in which the "three
great agents of production, industrv, capital and natural agents, concur in the creation of prod_cts, that is to say, of things applicable
to the uses of mankind, let us proceed to analyze more minutely the
particular operation of each. The inquiry is important, inasmuch
as it leads imperceptibly to the knowledge of what is more and what
is less favourable to production, the true source of individual affluence,
as woll as national power.
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Iv we examine closely the workings of human industry, it will be
found, that, to whatever object it be applied_ it consists of three distinct operations.
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The first step towards the attainment of Cany specific pi'oduct,.is
the study of the laws and course of nature regarding that product.
A lock could never have been constructed without a previous knowledge of the properties of iron, the. method of extracting from the
mine and refiniag the ore, as well as of mollifying and fashioning
the metal.
The next s_p is the applicationof this knowledge.to an useful tmrpose: tbr instance, the conclusion, or 6onviction, that a particular
form, communicated to the metal, will thrnish the means of closing a
door to all the wards; except to the possessor of the kev.
The last step is the execution of the manual labour, suggested and
pointed out by the two former operations; as, for instance, the
forging, filing, and putting together of the different component parts
of the lock.
These three operations are seldom perforn_ed by one and the same
person. It commonly happens, that one man studies the laws arid
conduct of nature; that is to say, the philosopher, or man of science,
of whose knowledge another avails himself to create nsefal products,
being either agriculturist, manufacturer, or trader; white the third
supplies the executive exertion, under lhe direction of the former
two ; which third person is the operative workman or labourer.
All products whatever will be found, on analysis, to derive existenee from these three operations.
Take the example of a sack of wheat, or a pipe of wine. The first
stage towards the attainment of either of these products3a.as, the
discovery by the natural philosopher or _eolo_ist, (a) of the conduct and course _gfnature in the production of the_grain or the grape ;
the proper season and soil for sowing or plan'ting ; and the care requisite to bring the herb or plant to maturity.
The tenant, if not the
proprietor himself, must afterward have applied this knowledge to
his own particular object, brought together the means requisite to
the creation of an useful product, and removed the obstacles in the
way of its creation.
Finally, the labourer must have turned up the
soil, sown the seed, or pruned and bound up the xine. These three
distinct operations were indispensable to the complete production of
the product, corn or wine.
Or take the example of a product of external commerce: such as
indigo. The science of the 'geographer, the traveller, the astronomer, brings us acquainted with the spot where it is to be met with,
and the means of crossing the seas to get at it. The merchant equips
his vessels, and sends them in quest of the commodity; and the
mariner
duction. and land-carrier perform the mechanical part of this proBut, loooking at the substance, indigo, as a mere primary material
or a further or secondary product, of blue cloth for instance; we all
(a; AF.ronome: I am not aware of ariycorrespondingEnglish term,denoting
the student in that branch of _'eoloffyconversantwith the propertiesof the sur.
face of the earth ; in pther words;the scmntificagriculturist.
T,
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know that the chemist is first
appliedto for information,
as to the
nature of the substance, the method of dissoIdng-it,
and mordants
requisite for fixing the colour;
the means of perfecting
the process
of dyeing are then collected by the master manufacturer,
under
whose orders the labourer executes the manual part of the process.
Industry
is, .in all case's, divisible into theory, .application,
and
execution.
Nor can it approximate
to perfection in arty nation, till
that nation excel in all three branches.
A people, that is deficient
in one or other of them cannot acquire prodtlets, which are and
must be the result of all three.
And thus we may .learn to appreciate the vast utility of many sciences, which, at first sight, appear to
be the objects of. mere curiosity and speculation.*
-The negroes of the' coast of Africa are possessed of considerable
ingenuity, and excel in all athletic exercises and handicraft oecupati_or_s; but they seem greatly deficient in the two previous operations
of industry.
Wherefore, they are under the necessity of purchasing
from Enrepe the stuffs, arms, and ornaments, they stand in need of.
Their country
yields so few products, notwithstanding
its natural
fertility, that the slave traders
are obliged to lay in their stock of
provisions beforehand,
tO feed the slaves'during
tl{e voyage.t
In qualities favourable
to industry, the moderns have greatly surpassed the ancients; and the Europeans
outstrip all the other nations
of the globe.
The meanest inhabitant
of an European
town enjoys
innumerable
comforts unattainable to the sovereign of a savage tril_e.
The single article, glass, that admits light into his apartment,
and, at
the same time, excludes the inclemency
of the weather, is the beautiful result of observation
and science, aecumulmed
and perfected
during a long course of ages.
To obtain this luxury, it was necessary previously to know what kind of sand was convertible
into a
substance possessing extension, solidity, and transparency
; as well as
by the compound of what ingredients,
and by what degree of hea,.
tl-_esubstance was obtainable:
to ascertain,
besides, the best form of
furnace. The very wood-work, that supports the rot_f of a glass-hondo.
requires, in its construction,
the most extensive
knowledge of the
strength
of timber, and the. means of employing
it to advantage.
Nor was the mere knowledge of these matters sm_eient ; for that
knowledge might tSossi_ly have lain dormant in the memory of one
or two persons, or in the pages of literature.
It was further requi*.Besides the direct impulse, given by science to progyessive industry, and
which inileed is indispensable to Its success, it affords an indirect assistance, by
the gradual removal of prejudice; and by teaehinff mankind to rely more ut_m
their own exertmns, than on"the aid of superhuman power. Iznoranee is the
inseparable eoncomitffnt of practmal habits, of that slavery of custom whmh stands
in the way oFM1 improvement ; it is ignorance that _mputes to a supernatnrai'
cause the ravages of an epidemical disease, whmh miffht perhaps be easily prevented or eradicated, and make_ mankind recur to superstitious observances,
when precaution, or the appheation of the remedy, is all that is wanted. Sciences, like facts, are hnked, to_ether by a chain of general connexion, and _ield
one anther mutual mtpport 'and eorroboration.
_"See (:Euvres de PO_vre, p. 77, 78.
L
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site, that a mm_ufaoturer should have been found, possessed of the
means of reducing the knowledge into practice; who should have
at first made himself master of all.that was'known
of that particular branch of industry, and _/fterwards have ace.umutated, or
procured fl_e requisite capital, cxllleeted drtificel-s ahd labourers, and
assigned to each his respectix'e Qceupation.
Finally, the work rnus_ h_ve been eompleted by the manual 'skill
of the workmen employed ; some Jn 'constructing the.buildings and
thrnaces, some in k6eping ut; the fire, mixing up the 'ingredients,
blowing, cutting, rolling ont, fitting and fixing the pane of glass.
The utility arid beaut._ of the resulting product, are ineoneeivable to
ttmse whd have never beheld this admirable creation of human inttustrv. By means of industry, the vilest matm'ials ha_:e b.een investe_t with the highest degree of utili*y. The very rags and refuse
of wearing apparel have been transformed into the white and thin
sheets, that convey from one end of the globe to the other, the requi2siuonsof commerce and the particulars of art ; that serve as the
depositories of the conceptions of genius, and tt)e vehicles of human
experience from one age to another ; to them we lookTor the'evi:
denee of our properties ; "to them we entrust the- most. notale" and
amiable sentiments of the heart, and by them we awaken corresponding feelings in the breasts of our fellow-creatures. The extraordinary facilities for the communication of human intelligence which
paper a}tbrds, entities it to be considered as one of the products that
have been most etticacious in ameliorating the condition of mm_kind.
Fortunate, indeed, would it haye been, had an engine so powerful
never have been made the vehicle of falsehood, or the instrument
of tw'annv !
It" is worth while to remark, that the "knowledge of the man of
science, indispensable as it is to the development of industry, cireu
lates with ease and rapidity from one nation to all the rest. : And
men of science have themselves an interest in its diffusion ; for upon
that diffusion they rest their hol?es of fortune, and, what is more
prized "by them, of reputation too. For this reason, a nation, in
which science is but little eultivate_l, may nevertheless carry its industry to a vma- great length, b_/"taldng advantage of the information
derivable from abroad. But there is no way of dispetasing with the
other two operations of industry, the art of applying the knowledge
of man to the supply of his wants, and the skill of execution. These
qualities are of advantage to none but their possessors; so that a
country well stocked with intelligent merchants, manufacturers, and
agriculturists has more powerful mSans of attaining prosperity, titan
-ne devoted chiefly to the pursuit of the arts and sciences. At the
period of the revival of literature in Italy, Bologna was the seat of
science; but wealth was centred in Florence, Genoa, and Venice.
In oni" days, the enormous wealth of Britain is less owing to her
own advances in scientific acquirements, high as she ranks io that
department, than to the wonderful practical skill of her adventurers
m the useful application of knowledge, and the superiority of her
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workmen in rapid and master|v execution.
Tile national pride, that
the'English are often charged'with, does not prevent their accommodating Ihemselves with wonderful facility to the tastes of their
customcrs and the consumers of their produce.
They supply with
hats both the north mud.the south, because they have learnt to make
them l_ght for the one market, and warm and thick for the other.
Whereas th'e nation that makes but of one pattern, must be content
with the home market only.
The English labourer seconds vthe _aster manufacturer;
he is
commonly patient and laborious, and does not willingly send out an
article from his hands, without giving it the utmost possible precision and perfection ; not that he bestows more time upon it, but that
he gives it more of hi_ care, attention and diligence, than the workmen of most other nations.
There is no people, however, that need despair of acquiring ti_e
qualities requisite to the perfection of their industrY'.. It is but 150
years since.England herself had made so little progress, that she pro'chased nearly all her woollens from Beigihm ; and it is not more than
SO years since Germany supphed with cotton goods the very nation,
that now manufactures them for the whole -world.*
] have said that the cultivator, the manufactu]'er, the trader, make
it their business to turn to profit the knowledge already acquired.
and apply it to the satisfaction of human wants. I ought further to
add, that they have need of knowledge of another kind, which can
only be gained in the practical pursuit of their respective occupations, and maybe called their technical skill. The most scientific
nataralist, with all his superior information, would probably succeed
much worse than his _enant. in the attempt to improve his own land.
A first-rate mechanist would most likely spin very indifferenthwithout having served his apprenticeship, though admirably skillc_t
in theconstruction
of the cotton-machinery.
In the arts there is a
certain sort of perfection, that results only from repeated trials,
sometimes successful and sometimes ttie contrary.
So that science
alone is not sufficient to ensure the prozress, witt_out the aid of experiment, which is always attended with more or less of risk, and
does not always indemnify the adventurer, whose profit, even when
successful, is moderated by competition ; altfu, ugh society at large
receives the accession of a new product, or, what amounts to the
same thing, of an abatement in the price of an old one.
In agriculture, experiments usually cost the rent of the soil _r a
year o_, more, over and above the labour and the capital engaged
in them.
*The cotton manufacturedid not exist in England in'the 17th century. In
1705, we see by the returns of the English customs,that the raw cottonmanufacturedm that_eountrvthen amountedto no.more.than1,170,_0 poundsweight.
In 17_5,the quantity importedwas 6,706,000]bs.: but in 1790 it had got up tc.
25,941,000 lbs.,'and in 1S17 to as much as 13h951,000lbs., for the English
market and for re-exportation. The quantity of cotton lmpnrtedin 1S31 inu:
the United Kmffdoms,was -2_S,70S,453lbs.
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In manufacture, experiment is hazarded on safer grounds of calculation, capital engaged for a rrmch shorter period, and if s_ecess
ensue, tile adventurer rewarded by a longer period of exclusive advantage, because his process is less open to observation.
In some'
plages, too, the exclusive advantage is protected by patents of invention. For all which reasons, Ihe progress of manufacturing is generally more rapid and more diversified than that of agricultural
industry.
In commercial industrv, the'risk of experiment would be greater
than in the other tvSo branches, if the costs 9f the adventure had no
auxiliary and concurrent objeot. But it is usually in the course of a
reguIar trade, that a merchant.hazards the introduction of a virgin
commodity of foreign growth into an untried market. In this manner it was that the Dutch, about the middle of.the seventeenth century, while prosecuting their commerce with China, with no very
sanguine expectation, made experiment of a small assortment of daSed
leaves, from which the Chinese were in the habit of preparing their favourite beverage. Thus commenced the tea-trade, ;,vhich now occasions the annual transport of more than 45_nillions of hounds wei-ht
that are sold in Europe for a sum of more than 80,000,0'00 of dolla_sfi
In some cases of very rare occurrence, boldness is nearlv'certain
of success. When the'Europeans had recently discovered'the pas
sage round'the Cape of Good Hope and the contindnt'of America,
their world was suddenlv expanded to the East and West ; and such
was the infinity of new objects of desire in two hemispheres, whereof
one was not at all, and the other but very imperfectly known before,
that an adventurer had only to-make the voyage, and was sure of
selling his returns to great advantage.
In all but such extraordinary cases it'is perhaps prudent to defray
the charges of experiments in industry, not out of the capital engaged in the regular and approved channels of production, but out
of the revenue that individuals have to d_spose of at pleasure, -without fear of impairing their fortune. The whims and caprices that
divert to an useful end the leisure and reverme which most men
devote to mere amusement, or perhaps to something worse, cannot
be too highly encouraged.
I can conceive no more noble employment of wealth and talent, A rich ahd philanthropic individual
may, in this way', be themeans of conferr{ng upon the industrious
classes, and upon the consumers at large,.in other words, upon the
mass of mafikind, a benefit far be'vend the mere value of what he ae
tually disburses, perhaps beyond" the whole amounfof his fortune
however princely it mav be." Who will attempt to calculate the value.
conferred on mankind bv the unknown inventor of the plough? t
A government, that knows.and practises its duties, and has large
_esourees at its disposal, does not abandon to individuals the whole
* Voya_edeCommerciel
et Politique aux Indes Orientales, par ,lit. Felix
Renouard
Sainte Croix.
Thenks to the art of Printing, the namesof the benefactorsof mankind will
Imneeforwardbe lastingly recorded; and if I mistake not, with more veneration
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_lorv and merit of invention and discovery in the fib.ld of industry.
The'charges
of experiment, when defrayed by the government,
fire
• not sCbtraeted
from the national capital, but from the national
revenue;
for tax_/tion never does, or, at least, never ought to touch
any thing beyond the revenue of individuals.
The portion of them
ao spent is scarce3y felt at all, because the burthen is divided among
innumerable
contributors;
.and, the advantages
resultin_ from success beiflg a common benefit to all, it is by no means inequitable
that the .sacrifices, by which they are obtai'rted, should fall on the
community
at large.

C,HAPTER VII.
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RESPECTIVELY.

Bx" the term labour" I shall designate that contint_us
action, exert-'
ed to perform any one 9f the operations of industry, or a part only
of ohe of those operdtions.
Labour,
upon whichever
of those operations
it be bestowed,
is
productive, bec'mase it concurs in the creation
of a product.
Thus
the labour of the philosopher,
whether
experimental
or literary, is
productive ; the labour of the adventurer
or master-'manufacturer
is
productive, although he perform no actual manual work ; the labour
of ei_ery operative workman
is productive, from the common daylabourer in agriculture,
to the pilot that governs the motion of a ship.
Labour of an unproductive
kind, that is to say, such as does not
contribute to tile raising of the products of some branch of industry
or other, is seldom undertaken
voluntarily;
for labour, under the
definition above given, implies trotibte, and .trouble
so bestowed
could yield no compensation
or resulting
benefit: wlaerelbre,
it
would be mere folly'or waste in the person bestowing
it. r_Vhen
trouble is directed to the stripping another person uf the goods in
his possession by means of fraud or violence, what was before mere
extravagance
and folly, degenerates
to absolute criminality;
and
there results "no production,
but only a forcible transfer of'wealth
i'rom one _ndividual to another.
Man,

as we have

already

seen, obliges

natural

agents,

and even

than those whieh derive Idstre from the deplorable exploits of military prowess.
Among these will be preserved the naraes of Olivi_.r de 8erres, the father of
French agriculture; the first who established an experimental farm; of Duharnel,
of Malsherbes, to w_aomFrance is indebted fbr many vegetables now naturahzed
ifl her soil and climate : of Lavoisier, whose new system 0f chemistry has effected a still more important revotuti9n in the arts ; and of the numerous scientific
travellers of modern timesi _or travels, with an useful object, may be regarded
as adventures m the field of industry.
8
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_he products of his own previous irldustry, .to work in cbrJcei't with
ilim in the business of production.
There will, therefore, be no,_
difficulty in comprehending the terms labour or productive service
of ron_turo,and labour or Froductive service of capital.
_he labour performed by natural agents, arid that executed by
pre-existenZ products, to which we hav6given the name of capital,
are closely antilogous, and are perpetually confcmnded one with the
other: for the tools and machine_ which form a principal item of
capital, are commonly but expedients more or less ingenious, fol
turning natural powers to account.
The steam engif_e is but a compl_caled method of taking advantage of the alternation of the elasticity of water reduced to vapour, and-of, the weight of the atmosphere. 8o that, in point of ]hct, a steam engine employs more productive agency, than the agency of the capital embarked in it : for
that machine i,_an expedient for forcing into the service of man a
variety of natural agents, whose gratuitousaid may perhfil_s inJ_nit61y
exceed in value the interest of the capital invested in.the machine.
It is in this light that_all machinery must be regarded,'from
the
sil-_aplestt6 the most complicated instrument, from a common file to
the most expensive and complex apparatus. "Tools are but simple
machines, and machines but comp]icated tools, whereby._e enlarge
the limited powers of our hands and fingers ; and both are, in many
respects, mere means of obtaining the co-operation of natural agents. *
Their obvious effect is to make less labour requisite for the raising
the. same quantity of produce, or, what comes exactly to the same
thing, to obtain a larger produce fro,as the game quantity of human
labour._And
this is the grand object and the acme of industry.'
VChenever a new machine, or a new and more expeditions process
is substituted in the place .of human labour previously in activity,
"part of the industrious human agents, whose service is thus ingeniously dispensed with, must needs be thrown out of employ. 'Whence
many objections have been-raised against the use of machinery,
which has been often obstructed by popular violence, and sometimes
by the act of authority itself.
" To give any chance oar wise conduct in such cases, it is necessary
beforehand to acquire a clear notion of the economical effect result.
ing fi'om the introduction of machinery."
A new machine supplants a portions.of human labour, but does
not diminish the amount of the p'roduct ; if it did, it would be absurd
to adopt it. When water:carriers are relieved in the supp/y of-a city
by any kind of hydraulic engine, the inhabitants are equally well
supplied with water.
The revenue of the district is at least as
great, but it takes a different direction.
That of the water-carriers
i_ reduced, .while that of the mechanists and capitalists, who furnish
• Generalizationmay at pleasure be carried still furtlaer;' a landede.-tatemay
be consideredas a fast machinefor.the woduetmn ofgrain, which is refitted and
_ept m repair by cultivation: or a flockof s_eep as a machinefor _e raising of
mutton or wool.
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the funds, is increased.
But, ifAhe superior abundance of the product and the inferior charges of its produetiori,'lower its exchangeable value, the revet)ue of the consumers is benefited; for to them
every saving of expenditure is so much gain.
Tiffs new direction of revenue, however advantageous to the community at large, as we shall presently see, is alxvavs attended with
some painful circumstances.
For the distress of a capitalist, when
his funds are unprofitably engaged,or in a staid _f ,inactivity, is
nothing to that of an industrious'population deprived of the means
of subsistence.
Inasmuch as machinery produces that evil, it is clearly objection 2
able. But there are circumstances that commdnly hc_mpany
its
introduction, alxt wonderfully reduce the mischiefs, while at the
same time they give full play to the benefits of the innovation." For,
1. New machines are slowly constructed, and still more slowly
brought into use ;so as to give time for,those who are interested, to
take fl_eir measures, an¢l for the public administratioll to provide a
•2. Machines cannot be constructed without considerable labour,
which gives occupation to the hands they throw out of employ. For
.nstance, the sui_ply of'a city with water by condoits gives increased
occupation to carpenters, masons, smiths, paviours, &c. in the construatiorr of the works, the laying down the main and branch pipes,
&c. &c.
3. The condition of consumers at large, and consequently,
amongst them, of the class of labourers affected by the innovation,
is improved by the reduced value of the product that class was
occupied upon.
"
B_sides, it would be vai.n to attempt to avoid the transient evil,
consequential upon the inve_ian of a new machine, by prohibiting
its "employment. If beneficial, it is or wiIl be introduced somewhere or other f its products will be cheaper than those of labour
conducted on the old principle; and sooner or later that cheapness
will run a_ay with the consumpti'on and demand. Had the cotton
spinners on the old principle, who destrgved t}le spinning-jennies eli
their introduetio_n into Normandy, in 178i3, succeeded in their object,
France must have aband9ned the cotton manufacture; every body
would have bought tl_e foreign article, or used some substitute ; an_l
the spinners of Normaody, w%, in the end, most of them, found
employment in the new establishments, would have been yet worse
off for employment.
* W_thonthavingrecourse to local or temporaryrestrictionson the rise of new
methodsor machinery,.whichare invaskmsof the property of the inventors or
fabricators,0..benevolentoadministration
can m_ke provisionfor the employment'
of supplante4tor inac_:ivelabour iri"the 6on_tructionof worksof public utility at
i:hepublic expense,as of canals, roads,churches,or the like; in extendedcolonization; in the tnlnsfer of populationfromone spot to another, Employmen"
is the more readily fbund,for the hands thrown out of work by machinery
becausethey are commofilyalready inured to labour.
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So much for the immediate effect of the introduction of macht'nery.
The ultimate effect is wholly in its favour.
Indeed if by its means man makes a conquest of nature, and compels the powers of nature and the properties of natural agents to
_:ork for his use and advantage, the gum is too obvious to need illustration. There must always be art increase of product, or a diminution in the cost of production.
If the sale-price of a product do
not fall, the acquisition redounds,to the profit of the producer; and
that without any loss to the consumer.
If it do fall, the consumer is
benefited to the whole amount of the fall, without any loss _o the
producer.
"
The multiplication of a product commonly reduces its price, that
reduction extends its consumption; and so its production, though o
become more rapid, nevertheless gives employment to more hands
than before. It is beyond' question, that.th.e manufacture of cottou now 9ccupies more hands in England, France, and Geri'nany,
than it did before the introduction of the machinery, that.haft abridged and perfected this branch of manufacture in so remarkable a
degree.
Another stri_-mg example of a similar effect .is presented bv the
machine used to multiplywith rapidity the gopies of a literary; performance,_I mean the printing press.
Setting aside all cons]deratiQn of the prodigious impulse given bv
the ai't of pi'inting to the progress of human knowledge and civilization, I will speak of it merely as a manufacture, and in an economi
cal point of view. When' printing was first brought into _se, a
multitude of copyists were of course immediately deprived of occupation; for it may be fairly reckoned, that-one journeyman printer
does the business of two hundred copyists. We may, therefore,
conclude, that 199 out of 200 were thrown out of work. What
followed ? Why, in a little time, the greater facility of reading
printed than written, boo'ks, the low .price ,to which books fell, the
stimulus this invention gave to authorship, whether devoted to
amusement or instruction, the combination, in short, of all "thege
causes, operated so effectually as to set at work, in a very-little time,
more journeymen printers than there were formerly capvists. And
if we could now calculate with precision, be_ictes the" number of
journeymen primers, the total number of other industrious people
that the press finds occupation for, whether as type-founders and
moulders, paper-makers, carriers, compositors, bookbinders, booksellers, .and the like, we should probably find, that the number of
persons occupied in the manufacture of books is now 100 times what
it was before the art of printing was invented.
It may be allowable to add, that _iewing human labour and machinery _n the agffregate, in the supposition of the extreme case, viz.
that machlner_, should be brought to supersede human labour altogether, yet.the'numbers of mankind would not be thinned; for the
sum total of products would be the same, and there would probab,y
be less suffering to the poorer and labotrring classes to be apprehend-
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ed ;,-for in that case the moment_.ry fluctuations, that distress the
different branches of industry, would principally affect machinery.
wh,ch, and not human labour, would be paralyzed ; and machinery
cannot die of hunger ; it can only cease to yieldprofit to its employers, who are generally farther removed f/'om want than mere
labourers.
But however great may be the advantages, which the adventurers in industry, and even the operative classes, may ultimately
derive from the employment of improved machinery, the great gain
accrues to the consumers, which is always the most important class,
because it is the most numerous; because it comprehends every
description of producers whatever; and because the welfare of this
class, wherein all others are comprised, constitutes the general wellbeing and prosperity of a nation._ I repeat, that it is the consumers
who draw the greatest benefit from machinerv;
for though the
inve,tnr may indeed for some years enjoy the exclusive advantage
of his'mvcntion, which it is highly just and proper he should, yet
there is no instalace of a secret remaining long undivulged. Nothing
can long escape publicity, least of all what peol_le have a personal
interest ia discovering, especially if the secret be necessa.ri}v confided.to the discretion of a humber of persons employed in conStructing or in working the machine. The product is thenceforward cheapened by competition to the full extent of the saving in the cost of
production ; and thenceforward begins the full advantage to the consumer.--The grinding of corn is probably not more profitable to the
miller now than formerly; but it costs infinitely less to the consumer.
Nor is cheapness the sole benefit that, the consumer reaps from the
introduction of more expeditious p_cesses: he generally gai_ in
addition the greater perfection of the product. Painters could undoubtedly execute with the brush or pencil the designs that ornament
our printed calicoes and furniture papers, but the copperplates and
rollers employed for that purpose give a.regularity of pattern, ann
uniformity of colour, which the most sKilful artist could never equal.
The close pursuit of this inquiry through all the arts of industry
would show, that the _dvantage of machinery is not limited to the
bare substitution of it for human labour, but t'hat, in fact, it gives a
positive new product, inasmuch as it gives a degree of perfection
before unknown. The flatting-mill and the die execute products,
that the utmost skill and attention of the human hand could never
accomplish.
In fine, machiriery does st_I more; it multiplies products with
which it has no immediate counbxion. Without taking the trouble
to reflect, one perhaps would scarceh- imagine that the plough, the
harrow, and other _imilar machines, whose origin is lost in the. night
*Paradoxicalas it may appear,it is neverthelesstrue,that the labourin_class
is of all others the-mostinterested in promotingthe economyof human labour;
for that is the class which benefitsthe mostby the general cheapness,and s_f
fers most fi'omthe generkl dearnessofcommodities.
8'
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of ages, have powerfully contributed
to procure for mankind, besides
the absolute necessaries
of life, a vast number of the s_perfluities
they now enjoy, whereof they would otherwise never have had _ny
conception.
_ret, if the different dressings lhe soil requires
could
be no otherwise given, than by the spade, the hoe, and other, such
simple and tardy expedients, if we worn,unable
to ma'ke available in
agricultural
production
those dorriestic aflimats, that, in the eye of
political economg, are but a kind of machines, it is most.likely tb-tt
the whole mass of human labpar; now applicable to the arts of indostrT, would be occupied in raising the bare necessary subsisteHce of
the actual population.
Thus, the plough has been instrumental
it/
releasing a number of lrands for the prosecution
of the arts, even of
the most frivolous kind; and what is of more importance,
for the
cultivation of the intellectual faculties.
The ancients were unacquainted
with water or .wind-mills.
In
their time, the wheat their bread was mazte df, was-pounded
by the
labour of the hand: so that perhaps no less than .t,_rrty individuals
were occupied in pounding as much wheat as one mill can grind.*
Now .a. single milte_, or two at the most, .is enough to feed 'rod
superintend
a mill.
.By the aid, then, of this ihgenidus piece of
mechanism, two persons are as productive as twenty were.in the d.'tvs
of Cwsar.
Wherefore, in every one of our mill_, We make the-wind,
or a current of water, do the work of eighteen persons;
which
eighteen extra persons are just as well provided with subsistence;
for the mill has in no respect diminished 'the general produce of the
community : and whose exertions.may
be directed to the creation of
new products, to be given by them in exchange for the produe6 of
the mill; thereby hugmenting the general _'ealth of the commnnity,_
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WE have already observed that the several _perations,
the combination of which forms but one branch of industry, are not in general undertaken or performed by the same person ; for they commonly
*Homer tells us, in the Odyssey, b. xx., that twelve women were daily ernploye',tin grinding corn for the family consumption of Ulysses, Whose establishment is not represented as larger than that of a private gentleman of fortune of
modern days•
Since the publication of the third edition of this work, M. de Sismondi has
published his ]Vou_eaux Principe$ d'Econom_e Politique. Thi_valuable writer
_eems to have baen impressed with aa exaggarated notion of the trar_i'ent evil8
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require d.ifferent,kinds
of talent ;_and the labour requisite to each is
enough to take up a man's whole time and attention.
Nay, in some
instances, a single one of these operations is split again into smaller
subdivisions, eaGh of them sufficient for one person's exclusive occupation.
Thus, the study of nature
is shared
amongst
the chemist,
the
botanist, the a_ronomer,'and
m_tny other classes Of students in
philosophy.
Thus, too, in the application
of human knowledge to the satisfaction of human wants,
in manufacturing
industry, for instance, we
find different classes of tnanul'acturers
employee[ exclusively inthe
fabric of woollens, pottery, furniture, cottons, &c. &e.
Finally, _in the executive part of each of the three branches of industry, there are often as roam" different classes oP x_'orkmen as there
are: different kinds of ,woi_k. " To make the cloth of a coat, there
must have" been set to work the several classes of spinners, weavers,
dresser_ shearers, dy6rs, and many other classes of labourers,
each
of,whom is constantly
and exclusively occupied upon one operation.
The celebrated
Adam Smith was lhe first to point out the immense increase of produeti0n, and fhe superior perfection of prodtiets
referable to this divisio_ of labour.*
He has elted among other
and,a faint one of the_permanent benefits of machinery, and to be utterly unacquainted, with those princ!ples of the science, which place those benefits beyond
controversy. (a)
* B6cc_r/a, in a public course of lectures on political economy, delivered at
Milan ii_the year 1769, and before the publrcation of Smith's work, had remarked the favourable influence of the division of labour upon the multiplication of
products. These are his words : " Ciaseuno preen cell' esperienza, the, applicando la _i_anoe l'inge£_ne sempre allostesso genere di opere e di prodotti, egli piu
faciUi, pin abondanti e migl_'oT:ine travoi resultati, di quello, chese ciascuno
iso__atamentele cose tutte a se necessarie soltamto facesse : onde altri jaascono
le pecore, altri ne cardano le lane, altri le tessonoe : chi coltiva biade, chi ne fa
il pane : elii oeste, chi fabrica agli agricoltorie la voranti ; crescendo e concatenandosi le art{, e dividendosi in tal maniera, per la commune e privata uqltth
gli nomini in varie classi e cortdizioni." . " We all know, by personal experience, that, by the oontirtaal applicatmn of the corporeal and intellectual faculties
to one peculiar kind of work or prodnct, we can obtain the product with more
ease, and in greater abundance and perfection, than if each were to depend upon
his own exertions for all the objects of his wants. For this reason, one man feeds
sheep, a second cards the wool, and a'third weaves _t : one man cultivates wheat,
another makes bread; another makes clothing or lodging for the cultivators and
mechanics: this multiphcation and concatenation of the arts, and division of
mankind into a variety of classes and conditions, operating to promote both public and private welfare."
-However, I'have given Smith the credi_ of originality in his ideas of the d_rision of labour i first, because, in all probability, he had pubhshed his opinions
from his chair of professor of philosophy at Glasgow before Beccaria, as it is
(a) Out author, in his recent argument with Malthias, upon the subject of the
excess of manufacturing power and p_'oduce,appears to me to have completely
vindicated his own'positions against the attacks of Sismondi-and Malthus ; an4
to have exposed the fallacy of the appalling doctrine, that the powers of human
industry can ever be too qreat and too trroductive.--Vide Letters d M. Malthus
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examples, the manufacture
ofpihs.
The workmen occupied in this
manufacture
execute each but one part of a pin. "Onedraws
the
wire, another cuts it, a third sharpens the points.
The head of a
pin atone requires two or three distinct operations, each performed
by a different individual.
By means of this division, an ill-appointed
establishment,
with but ten labourers employed, could make 48,000
pins per day, by Smith's account.
Whereas,
if each person were
obliged "to finish off the pins one by one, going through ever2¢ operation successively
from fuyst to last, each would probably make but
20 per day, and the ten workmen would produce in the whole :but
200, in lieu of 48,000.
Smith attributes this prodigious difference to three causes :
1: The improved
dexterity, corporeal
and intellectual,
acquiroa
by frequent repetition of one simple operation.
In some fabri6s the
rapidity with which some of the operations are performed
exceeds
what the human hand could, by those who had never seen them, be
supposed capable of acquiring.
2. The.saving
of the time which is commonly lost in p_issing" from
ane species of work to another, and intthe change of place, position,
and tools.
The attenti6n, which is always slowly' transferred,
has
no occasion to transport itself and settle upon a new object.
8. The invention of a great number of machines,.which
facilitate
and abridge labour in all its departments.
For the division, of labour
uaturally limits each operation to anextremely
simple iask, and oile
ttla, is incessantly
repeated;
which is precisely
what machinery
may most easily be made to perform.
Besides, mefi soonest discover the methods of arriving at'a particttlar end, when the end is approximate,
and their attention, excluwell known he did the princi!bles that form the ground-work of his book ; but
chiefly because he has the merit of huvmg deduced from them the most important conclusions. (1)
(1) tAll the fundamental doctrines contained in the Inquiry into the Wealth
0f Nations, were comprehended in 'Dr. Smith's course of political lectures, delivered at Gtas_ow _tsearly as the year 1752 ;- "at a period surely," says DUG_.r_D
S'rEwx_T, 'Vwhen there existed no French (and he might have added, nor
Italian) performance on the subject, that could be of much use to him in guiding
his researches." A short manuscript, drawn up by Dr. Smith in the year 175.5,
fully establishes his exclusive claim to the most impgrtant opinions detailed in
his treatise on the Wealth of Nations, which did not appear until the beginning '
of the year.1776. " A great part of the opinions enumerated in this paper, (he
observes,) is treated of at length in some lectures which I have still by me
-(1755,).and which were written in the hand of a'clerk who lefLmy service six
3ears ago. They have all of them been the constant subject of my lectures,
since I first ,taught Mr. Craigie's class, the first Winter I spent in Glasgow,
down to this day, without any considerable variation.--They had all of them
been the subject oflectares which I read in Edinburgh the winter before I left:it,
mid I carl adduce innumerable witnesses, both from that place and from this,
who will ascertain them sufficiently to be mine." Vide Mr. ,Stewart's Account
of the Life and )Vritmgs of Adam Smith,;LL. D. read before ;tiia Royal Society
_f Edinburgh, January 21 and :March 1S, 1793.]
Ammm_ Errrott 7

C_.

VIIL

ON PRODUCTION.

9_

sively directed to it. Discoveries,
even in the walk of philosoplay,
are tbr the.nmst part referable, in their origin, to the subdivision of
labour; because
it is this. subdivision
that enables men $o devote
fhemselves
to the exclusive pursuit of one branch of knowledge;
which exclusive devotion has Wonderfully favoured
their advancement. _
Thus the knowledge or theory necessary to the advancement
of
commercial
industry for instance, attains a far greater degree of perfection, when different persons engage in the several studies.; one of
geography,
wi'_h the view of ascertaining
the respective position and
pro&acts of different countries;
another of politics, with a view to
inform himself of their oationaj laws and manners, and the advantages and disadvantages
of commercial intercourse with them; a third
of geometry and mechanics,
by way of determining
the preferable
form of the ships, cavriages_ and machinery
of all kinds, that must
"he employed ; a fourth of astronomy
and natural philosophy, for the
purposbs of navigation, &c. &c.
Thus, too, the applica6on
of knowledge
in the same department
of cormnercial
industry will obviously arrive at a higher degree of
perfection, whendivided
amongst the several branches
of intel:iaal,
Mediterranean,
East and West Indian, American,
wholesale
and
_etail, &c. &c.
Moreover,
such.a division is no obstacle to the combination
of
operations
not a_together
incompatible,
more especially if they aid
and a_slst each other.
There is no occasion for two different merchants to conduct, one the trade of import for home consumption,
and the other the trade of export of home products ; because these
operations,
far from clashing,
mutually facilitate
and assist each
other. (a)
The" division of labour cheapens products,
by raising a greater
quantity at the same or less charge of production.
Competition soon
obliges the producer to lower the price to the whole amount of the
saving effected ; so that he derives much less bendfit than the ,consumer ; and every obstacle the latter throws-in the way of that division
is an injury to himself.
* But though many important discoveries in the ;arts have originated in division of labour, we mlast not refer to that source "_heactu_ products that have resulted, _.ndwfll .to eternity result, from those discoveries. The increased product
must flow from the productive power of _ttural agents, no matter what may have
been the occasion .four first becoming acquainted with the means of employing
those agent_r. Vide supra, Chap. IV.
I

(a) The combination of operations which at first sight appears to bedistinct,
is far more practicable in what our author calls the branch of application, than in
either the theoretical or the executive branch. A ffeneral merchant, by means of
clerks and' brokers, will combine a vast variety of different commercial operations, and yet prosper. Why _. Because hts own peculiar task is that of superintendence of commercial dealings ; which superintendence may be extended
over a greater surface of dealing w.i{;houtincongruity, being on a closer in
spection, but a repetition of the _'ae operation.
T.
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Should a tailor try to make his 9wn shoes as well as his coat, he
would infidliblv ruin himself.* _e see every day-people _icti_g as
their own merchants, to avoid paving a regular trader the ordinal T
profit of his business; to use thei_ ownexpression, with the view of
pocketing that profit themselves. , But this is an-erroneous calculation ; for this division of labour enables the regular dealer to execute
the business for them much cheaper than they can do it themselves.
Let them reckon up the trouble it costs them_ the loss of time, ;the
money thrown away in extra charges, which i's always proportionally more in small than in large operations, and see if all these together do not amount to more than the two or three per cesat, that
might be saved on every paltry item of consumption ; even supposing them not to be deprived of what tittle-advantage the 5"might
expect, by the avarice of the e.ultivator or manufacturer they would
have to deal direc@ with,-who will of course impose, if ire can,
upon their inexperience.
I" is no advantage, even to the cultivaior or manufactm:er himself,
except under very particular circumstances, to intrude upo_i the
province of the merchant, and endeavonr to'deal directly wi[h'ghe
consumer without his'intervention.
He would only divert his_ attention from his ordinary occupation, and lo*e time that might be
far better employed in his own peculiar line; besides bei_N under
the necessity.of keeping up an establishment of pc_@e, horses, ear.
riages, &c.'the expenses of which would far exceed [he merchant's
profit, reduced as it always must be by competition.
The advantages accruing from division of labour can be enjoyed
in respect of partiealar kinds of products only; and not in ttiem, until their consumption has exceeded a certain point.of extension.- Ten
workmen can make 48,000 pins in a day; but would hardly do so,
unless where there was a daily consumption of pins to that ahlount ;
for, to arrive at "this degree of divisiotraf labour, one workman must
be wholly and exclusively occupied in shorpening the points, while
the rest are severally engaged, each in a different part of the process.
If there be a daily demand for no more than 24,000, he must needs
lose half his day's work, or change his occupation, in which case,
the division of labour will be less extensive and complete.
For this reason, aSvisions of labour cannot be carried to the extreme
limit, except in products eaFable of distant transport and the consequent increase of consumption ; or where manufacture is carried on
amidst a dense populatiol_, offering an e:qtensive local consumption.
For the same reason, too, man)- kinds of work, the products of which
are destined to instantaneous consumption, are executed by the same
individual, in places where the population is limited. In a small
town or vitlage, the same 'person is often barbe'r, surgeon, doctor,
*The low price of sugar in China is probablyoccasioned,in part, by the circumstanceof the a'rowerleaving to a separate classthe extractionof the sugar
from the cane. This operation is performedby itinerant sugar pressers,who
go fromhouseto house,offering their services,'and providedwith an extremely
*impleappar_*us. Vide5Iacartney's Embassy,vol. iv..p. 1,9_.

C_.

VIIL

"ON PRODUCTION.

95

and 'apothecary;
while in a populous city, and there only, these are
not merely separate and.distinct
occupations,
but some of them are
again-subdivided
into several branches;
that of the surgeon, Ibr instance, is split into tile several occupations _ of dentist, oculist, aceoucher, &c. ; each of which praetitioners,,by
confining his practice
to a sifagle branch of this extensive art; acquires a degree of skill,
which, but for this division, he could never attain.
The same circumstance,applies
equally to commercial
industry.
r
"
¢r
*
rake the villa_,e
grocer ; the consumption..... of his groceries is so limited, as to oblige him to be at the same time haberdasher,
stationer,
innkeeper, and who knows what, perhaps even news-writer and publisher; whereas
in large chief, not only grocery at large, but even
the sale.of a single artiGle of grocery, is a great corrmlereial concern.
At Paris, London, and Amsterdam,
there are shops, where nothing
dlse is sold but the single article tea, oil or vinegar; and it is natural
to su_.ose that sucl_ shops-have
a much better assortment of the single article, khan those dealing ill many different commodities at once.
Thus, in a rich.and populous country, the carrier, the wholesale, the
intermediate,
and the retail dealer conduct each a separate branch of
eomt_ercial
industry, and e6nduct it with greater perfection as we}]
as greater eeonom3,. Yet, they all benefit by this economy ; and that
they. do so, if the explanations
already given are not convincing, experien_ebear_
irrefragable
testimony;
for consumers
always buy
cheapest where commercial
industry is the most suMivided.
Ceteris
paribes, a commodity brought fromthe same distance is sold cheaper at a large town or fair, than in a village or hamlet.
The limited consumption of hamlets and villages, besides obliging
dealers to combine many elsewhere
distinct occupations,
prevents
many articles from finding a _egular sale at all seasons.
Some are
not presented for sale at all, except on market or fair days ; on such
days the whole week's or perhaps year's' consumption
is laid in.
On all other days, the dealer either travels elsewhere with his wares,
or finds some other kind of occupation.
In a very rich and very
populous district, the consumption
is so great, as to make the sale of
one article only, quite as much as a trader can manage, though he
devote every day in .the week to the business.
Pairs
and markets
are expedients of an early stage of national prosperity ; the trade by
earavans is a still earlier stage of international
commerce ; but even
these expedients _are far better than none at all.*
• The country markets'of Prance not only exhibit extreme inertness m particular channels of consumption ; but a very cursory observation is suff_emnt to
show, that the sale of'products in them is very limited, and the quahty of what
are sold very inferior. Besides the locaI products of theMistrmt, one sees nothing
there, except a few tools, woollens, hnens, and cottons of the raost inferior
quahty _. In a more advanced stage of prosperity, one would find some few object_
of gratification of war_tspeculiar to a more refined state of existence: some articles of furmture combinin_ convemence and elegance of fo_m; woollens oflsome
variety of hneness and pattern ; articles of food of a more expensive kind, whe-
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From the necessity of the e_stence of d veLy extended c_ssurnption, before division of labour can be carried to its extrerrre poirit, i_t
follows, that such division can never be introduced in the manufae.
ture of products, which, from their high price, are placed within the
reach of few purchasers. In jewellery, especially of the better kinds,
.t is practised in a very limited degree; arid such division being, as
we have seen. one cause of the invention and application ofin_emous
processes, it is not s_rprising- that such processes are least often met
with in the preparation of products of highly finished workmanship.
In visiting the workshop:of a lapidary, one ]s often dazzled'with the
costliness of the materials, and the skill and patience of the workman; but it is only in the grand manufactories of articles o_ntriversol consumption, that one is astonished with the display of ingenuity
employed to give additional expedition and perfection to the product. In looking at an article of jewellery, it is easy to form an idea
of the tools and processes, by means of which it has been executed ;
whereas fe_vpeople, on viewing a common stav-lace_w_uld suppose
it had been made by a horse or a current of water, which is actually
thecase.
"
"
' "
Of the three branches of industry, agriculture is the one_tha_ admits
division of labour in the least degroe. It is impossible to collect nny
great number of cultivators on the same spot, to use their joint exertions in the raising of one and the same product. The soilthey
Work upon is extended over the whole surface of. the globe, and
obliges them to work at considerable distance from each other. Be.
sides, agriculture does not allow of one person being continuMly
employed in the same operation. One man cannot be all the y'eal
ploughing or digging, any more than another can find constant occupation "ingathering in the crop. _Moreover, it is very rarely that the
whole of one's laud can be devoted _to the same kin_l of cultivation,
or that the same k_nd of cultivation can be continued on the same
spot for many successh'e years. The land would be exhausted ; and,
supposing the cultivation" of the whole property to be uniform, yet
even then, the preparing and dressing of the whole ground, and the
getting in of the whole of the crops, would come on at the same time,
and the labourers be unoccupied at other peviod_ of the year.*
ther on aeeount of their preparationor the distarmethey mayhave been brought
from; a few works of instruction or tasteful amusement; a few booksbesides
mere almanacsand prayer-books. In a still moreadvanced stage, the consumption of all these things wouldbe constantand extensive enoughto supportregular and well-stockedshopsin all these differentlines. Of this de_ee of wealth
examplesare to be found in l_.urope,particularlyin parts of England,Holland,
and German_'.
*It is not commonto meet with such l_ge concerns in a_ieulture, as in the
branchesof commerceand manufacture. A farmer or proprietgrseldom undertakes more than four or five hundredacres; and his concern,in point of capital
and amount of produce,doesnot exceed that of a middlingtradesman/or manufacturer. This differenceis attributable to many concurrentcauses; chiefly to
ti,e extensiveareathis branch of industry requires; to the bulky nature of the
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Morebver, the nature of.his occupation and of agricultural
products makes it highly convenient for the cultivator to raise his own
vegetables,
fruit;,and
cattle, and'even
to manufacture
part of the
tools and utensil_ employed in his house-keeping ; though in the other
channels
of industry,
these items of consmnption
give exclusive
occupation
to a number of distinct classes.
Where
concerns
of industry arq carried on in manufactories,
in
which one and the same master manufacturei" conducts the product
through all its stages, he can never establish any great subdiyision
of the various operations, without great command of capital.
For
such division requires larger advances of wages, of raw materials,
and'of tools and implements;. _Where eighteen workmen manufacture
"bat twenty pins each per.day, that is to say, in all 360 pins, weighing scarcely an ounce of metal, the xlaily ad_,ance of an dunce of
f_sh metal is enough to keep .them in regular work." But if, in consequence ot" division of labour, these same eighteen persons can be
bro0ght,, as we' kno_ they can, to produce 86,400 pins, the daily
supply of raw material
requisite for their regular e_nploy will be
240 ounces weight of metal; consequently
a much more considerable
adwnce
will be called .for. If we further.take
into calculation, that
there.is an interval of probably a month or more, from the purchase
of the metal by the manufacturer
to the period of his reimbursement
by fl_e sale of his pins, we shall find that he must necessarily
have at
all times on hand, in different stages of progressive
manufacture,
30
times 240 ounces of metal ; in other words, the portion o_' his capital
vested in raw material alone wilt'amount
to the value of 450 tbs. of
.metal.
In addition, to which, it must be observed, that the division
of labour cannot be effee_ed without the aid of various implements
and machines, that form themselve_ an important
ile.'n of capital.
Thus, in poor countries, we frequently find a product carried through
all its stages, from .first to last, by one and the same workman, from
mere -,va_t of the capital requisite for a jtidicious division of the different opeI:afions.
We must not however
_uppose, that, to effect this division of
labour, it is necessary
the capital should be placed all in the hands
of a single adventurer, or the busine'ss eon'ducted all within the walls
of one grand establishment.
A pair of boots undergoes a variety of
processes, whereof all are not_xecuted
by the bootmaker alone; the
gra.zier, the tanner, the currier, all others, who immediatel?
or remotely furnish any substance or tool used in the making of boots,
contribute to the raising of the product;
and though there is a very
considerable
subdivision of labour in the making of 4!fis article, tb'_
produce, and consequently &ffieulty of collecting it at one point from the distant
parts of the farm, or sending it to very remote markets'; to the nature of the
business itself, which is not susceptible of any regular and uniform system, and
requires in the adventurer a succession of temporary expedients and directions,
suggested by the difference of culture, of manuring and dressings, and the variety
of each labourer's occupations, according to the seasons, the change of weather
&e.
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igreater part of the joint and concurrent producers may have _e .r_¢"
ittle command of capital.
"
' Having detailed the advantages of the subdivision of the'various
occupations of industry, and the extent to which it. may be carried,
the view of the subject would ho, incomplete, were we to' omit"
noticing, on tile other hand, the inconveniendes that inseparably
attend it.
A man, whose whole hie is devoted to the execution of a singld
operation, will most assuredly acquire-the faculty of executing "it
better and quicker than oth'ers; but he wi!l, at the same time, be
rendered less fit for every other occupation, corporeal or intellemual;
his other faculties will be gradually blunte'd or extinguished ; and the
man, as an individual, will degenerate irt con_quon_e.
To h_ve
never done any thing bur make the eighteenth part of a pin, is a
sorry account tbr a human being to give of his existence..Nor
isit
to be imagined that this degeneracy from-the dignit)? of human
_nature is confined to the _la'beurer, that pliesatl his life at the file or
the hammer ; men, whose professional duties call into playthe finest
faculties of the mind, are subject to similar de_adation.
This division of occupations has given rise to the profession of attorneys,
wh'ose .sole business it is to appear in the courts of justice instead of
the principals, and to follow up the different steps of the process on
their behalf. These legal practitioners are, confessedly, seldom
deficient'in _eehnical skill and ability; yet it is not unoommon to
meet with men, even of eminence _n this profession, wholly ignorant of the most simple processes of the manufactures _hev every"
dav make use of; who, if they were set to work to mend the simplest
ar{icle of their furniture, would "scarcely know how to begin, and
could probably not drive a nail, without exciting the risibility of
every carpenter's awkward apprentice; and if placed in a situation
of a greater emergency, called upon, for instance, to save a drowning
fl'iend, or to rescue a'felldw-townsman from a hostile attack, would
bc in a truly distressing perplexit.v ; whereas a rough peasant, inhabiting a se_ni-barbarour, thstrict, would probably eXtridate h_mself
fl'Oln a similar situation with honour.
With regard to the labouring class, the incapacity for any other
than a single occupation, renders the eondilion of mere labourers
more hard and wearisome, a, well. as less profitable. They, have
less means of enforci.ng their own rig'hts to an equitable portmn of
the gross value of the product. °I'he workroom, that carries about
with him the whole implements of his trade, can change his locality
at pleasOre, and earn his subsistence wherever he.pleases_ in the
other case, he is a mere adjective, without individua't capacity, independence, or substantive importance, when separated from his fellowlabourers, and obliged to accept whatever terms his employer thinks
,fit to impose,
On the whole, we may conclude, that division of latxmr is a skilful mode of employing human agency, that it consequently multiplies
the productions of soc!ety; in other words, the powers and the enjoy-
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ments o'f m_mkhad,, but thaV it in s6me degre_
of man in hi_ individual capacity. (a) (1)
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COMMODITIESare nbt all to "be lqad in all places indifferently.
The immediate
prod_ucts of the earth depend upon the local varietie, of soil and climate ; and even the prodacAs of industry are met
with only in such places as are most favourable.to-their-production.
Whence
it follows that, where products, whether of industry or
of the earth, do not grow naturally, they can not be introduce_t or
produced in a perfect state, and fit for Gonsumption, without undergems a cleF.rain modification ; that is to say, th'at of transport or con,
veyaace.
Tl_is transfer gives occupation W _ahat has been called commercial
industry.
External
commerce
consists of the supply of the home market
with foreign, and of foreign markets with home products,*
"Whole_ale commerce
is the buying of large quantities and reselling to inferior dealers.
Retail commerce is the buying of wholesale dealers, and re-selling
to consumers.
* Products that are"bought to be xe-sold',are called merchCndise; and merchandise bought for consumption is denominated commodities. (b)
(a) This consideration makes it peculiarly iru/umbent upon the government
of a manufacturing nation to diffuse the benefits of early edueauon, and thus
prevent the degeneration from being intellectual as well as corporeal. " T.
(b) This distinetiort has been discarded i,a the translation, for the sake of
simplification; the general term products being suifieiently intelligible and
specific.
T.
(1) ["The extensive propagation of light ar,d refinement," says DWA.LD
STEW._RT,"arising from the influence of the press, aided "by the spirit of commerce, seems to be the remedy__o be provided by nature against the fatal effects
which would otherwise be produced, by the subdivision of labour accompanying
the pro_ress of the mechanical ar_s: nor is any thing wanting to make the
remedy effectual, but wise institutions to facilitate general instruction, 8,ud to
adapt the education of individuals to the stations they are to occupy. The miml
of the artist, which, from the limited sphere of his actlvity, weald' sink below
the level of the peasant or the savage, might receive ila infancy the means of
intel[ectual enjoyment and the seeds of moral improvemeot ; and even the insipid
uniformrty of his professional engagements, by presenting no object to awakel:
his ingenuity el: to distract his attention, might leave him at liberty to employ
his faculties on aubjccts more interesting to himself, and.more extensively useful
to others."]
A._tERICAN
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The commerce of mone.y or specie is conducted -by the banker,.
who receive_ or pays on account of other people, or gives bills, orders, or letters of credit, payable elsewhere than at the place where
they are given. This is sometimes called.the banking trade,.(a) ,
The broker brings buyers and'_ellers together.
The persons engaged in these several brgnches are all agents of
commercial industry, whose agency tends to approximate products
to the hands of the ultimate consumer.
The agency of the retailer
of an ounce of pepper is quite as indispensable to the consumer, as
that of the merchant, who despatches his vessel to the Moluccas for
a cargo; and the only reasonwhy thi_se different functions are not
both performed by one and the same iffdividual is, because they can
be executed with' more dconomy'and convenierice by two. To enter
minutely into an examination of the lit-pits and practices of these
various departments of commercial indus'try, would be to write a
treatise on commercd. _* All we have to_ do in this wgrk is, "to inquire in what manner,and degree they influence' the produ/ztion' _f
values.
I'n Book II., we shall seehow the actual demand for a'product
originating in its utility, is lirhtted by the amount of the cost of
production, and upon what principle its relative value is determined
in each particular place. At present it is sufficient for the clear coriception of commercial production, to consider the value of a product
as a ziven quarrtitv or datum. Thus, without examining the reason
@by oil of.olives'is worth at Marseilles thirty, and at Paris forty
sous per lb., I shall contepCmyself_,vith simply stating, that'whoever effects the transport of that article from Marseillesto Paris,
thereby increases its value to the amount of ten sons per lb. l'_'or
is it to be supposed, that its intrinsic value has received no accession
by,the transit. The value has positively augmented. The intrinsic
value of silver is greater at Paris than at Lima; and the cases are
precisely similai'.
In fact, the transport of igroducts can not be effected without the
concurrence of a variety of means, _'hich have e_ich an intrinsic
value of their own, and of which the actual transpbrt itself, in the
literal and confined sense of the term, is commonly not the most
chargeable.
There must be one commercial establishment at the
*A completetreatise on commerce is still a desideratum .in literature, notwithstandingthe labours ofMelon and Forbonrtais,"forhitherto the principles
and consequencesofcommercehave been little understood:(1)
(a) The banker's businessis not confinedto'dealings in metal, coined or uncoined,but is extended to dealings in paper-money,and dealings in credit, as
we shall see wlien we come to the chapterflponmoney, infra,
T.
(1) The Society for the Diffusionof Useful Knowledge,in London,in 1S38,
publisheda Treatise o,a Commerce,by J. R. M'Culloch, Esq. the eminent poll.
tmal economist,in which the grand principles, practice and histo_ of Com,nerce, are unfolded'and explained.withgreat ability. It is a work that should
be read by every well-educatedmerchant.
AJ_mc_u_Ev_om
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p|ace wh6r6 theLproducts are collected; another at the place it is
transp0rted.to ; besides package and warehousing.
There mustbe an advance of capital equivalent to the value transported. Moreover, there'are agents, insurers, and brokers, to be
pliaid. All these are really proituctive occupations, since, without
eir agency, the cor_sumer can neV,er enjoy the product; andsupposing their remuneration to be reduced ,by competition to the lowest
rate possible, he can be in no way che_per supplied. " "
of Inncommercial,
as Well
as manufacturing
industry,"the
themore
discovery
more eoonomical,
or more
"expeditious process,
zkilful
employment of natural agents, the substitution, for instance, of a canal
in place of a road, or the removal of a difficultv itaterposed by nature "
or by human institutions, reduces the cost qf production, and procures a gain to.the consumer, without any consequent loss to the
producer, who can louver his t_rice whhout prejudice to himself,
because his own outlay and advance are likewise reduced. . •
"l_e same principles govern both extert_al and internal commerce.
The merchant that expert,s _lks to Germany or to Russia, and sells
at :Petersburg for 40 cents pc1"yard, stuffs that have cost but 30
cents at Lyor_, cfeales a value of 10 cents pc: yard. If the same mer:
chantbrings a return cargo of peltry from.Russia, and sSlls at Havre
for 240dollars what cost him at Riga but 200 dollurs: or a value equivalent to 200 dotl'ai's, there will be anew value oral0 dollars, created and
sh_red. £mongst the different agents engaged in this production of
value, whatever laation they may belong to, and whatever be the relative impoi'tance of their raspective productive agency, from the firstrate merchant to the ticket-porter inclusive, s And by this creation
of value, the weMth of the French nation' i's enriche(1 to'the amount of
all the gains of French itadustry and of F'_eneh capital, in the course
of this production; and the Russian nation to the amount of those of
Russian ihdu_try and Russian capital. Nay, pel_haps-a third nation,
independent both of Franc_ and of Rtlssia, _nay get the _t-hole profit
accruin_r
from the .....mutual commercial intercourse bet_'een these
•
'-4
natmns; and yet neither of them loses any thing, ff their industry and
capital have other e_lually lucrative employments at home. The
very circumstance of the existence of an actik,e external conimeree,
no matte_"what agents it be conc_ucted by, is averv powerful stimulus to internal industry.
The Chinese, _-ho abanclon the whole ele
their external commerce to other nations, must rmvertheless raise an
enormous gross product, otherwise they could never support, as they
do, a population twice as la:rge as that of all Europe, upon a surface
of nearly equal extent. A shop-keeper in good business is quite as
well off as a pedlar that travels the country with his wares on his
back._- Comfiaercial jealousy is, after all, nothing but prejudice : it
is a wild _fruit, that will drop of itself when it has arrived at maturi_v.
*The ordinaryproportitrasof this divisionWill _be expl_ined,infrd, :BookIL
Chap. 7..
It has been often asked.,Why not.combinecommercialwith agricttlturaland
9*
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The external commerce
of all countries is inconsiderable,
compared witli ihe internal.
To convince ourselves of the truth of this
position,.it will be sufficient to' take note at -all numerous or even
sumptuous
entertainments,
how.very
small is the proportion
of
values of foreign growth, in c0mparison.with
those.of home production; especiglly, if we take into.the account, as we.ought
to do, the
valtle of buildings and habitagons,
which is necessarily
of home
production.* (a)
The internal commerce
of a ,country, though, from its minute
ramification,
it is tess obvious.and
.striking, besides being the most
considerable,
is likewise the most advantageous.O)
For bo{h tha
remittances
and returns of this commerce
are necessarily home products.
It sets in motion a double production,
and the profits of it
are not participated
with foreigners.
For this reason, roads, canals,
bridges, the abolition of irrternal duties,(b) tolls, duties on transit', (c)
which are in effect tolls, every measure, ir_ short, which promotes
internal cireulation, is"favourable, to national wealth.
manufacturing productions? Why, for the same reason that makes a wholesale cot,ton spinner, if he have a stirplus of time and eap_tal_more apt to extend
tu_ spinning concern, than to employ his labo.nr and capital iff the working Up
of his own fihature into muslin and printed oalicoes.
* It would be impossible to estimate the proportion ,with any tolerable accuracy, even in countries _,here calculations of this kind are most in vogue.. Indeed, the attempt would be a "sad waste of time. To say the truth, statistical
statements are of little real utihty ; for,'be their accuracy ever so well assured,
hey can onLy be correct.for the moment. The only knowledge reaJ'ly useful is,
the knowledge of general principles and laws, that is to say, 'the kaowledge of
the connexion between eau_ and effect, which alone can safely teach us what
measures it is best to adopt in every possible emergency. Th'e sole use of sta_tisties in political, economy is, to supply examples and illastrahons of genei'al
principles. They can never he the basis of princip]_es,whmh are grounded upon ,
the nature of things ; wJaereas statistics, in the most fmproved state, are only an
inde._ of their quantity.
(a) This position may'be correct er not, aebording to circumstances. The
national wants must always, in the long rtlm be supplied by the national industry and exertion_ : but what is there to prevent a _aation from exchanging the
larger portion of its domestic products for the products of other nations ? The
people of Tyre probably 'consumed .more product_ of external than ®f domestic
industry, although indeed those external must have been purchased with domestic products. Tyre, it is true, was rather a city than a "natiort. Holland resembled her in many particulars. The observation apphes to every community, the
chief part of whose produetmn is, the modification of external products. • T.
(b) Donanes.
(c) Octrois.
(1) [The author has here, in common with "Dr.Smith, fallen into an error.
Capital, whether employed in the home or foreign trade, is e_lua]lyproductive.
If. tbr example, the home trade realized greater profits than foreig_a Commerce,
every cent of capital employed in the latter would, in a very httle time, be withdrawn from so comparatively disadvantagoous an investment. Capita] will flow
into the foreign, ilastead afIbe home trade, only because-it will thereby yield a
larffor profit. The internal commerce of a country cannot therefore be said to be
" the most advantageous."]
•
A_m_
Ea_rro,,_.

C_m'. IX.

i

ON PROD.UCTION.

103

There isa furtherbra>nchof commerce, calledthetradeof sl,ecutloi/, "which consists in the purct{ase 'of goods at one time, to be
re_-sord ]n the same place and condition at another "time, when thq.y
are. expected to be dearer.
Eve_ this tra_te is productive ; its utility
consists in the employment'
of ca.pltal, warehouses,
care in the preservation, in short, human industry, in the withdrawing-frgnl
cirmulatiou a commodhy
depressed
in valueby-temporary
superabun/lance, and thereby reduced .in price belox_the eMrges of pi'oduction,
so as to discourage .its production, with the design and purl_e
of
restoring it to cii-eulation when it _tmll become inore scarce, and
, when its price shall be raised above the natural price, the charges of
production, so as to thro_¢ a loss upon the eon_umel"s.
The evident
operatio.n.of this_ kind of ti'ade is, to transport commodities in respect
of.time,iuaead
of locality.
If it'larove an unprofitable
or losing
e6ncern,,it is a sign that it was useless in'the particular instance, and
. that the commodity
was not redundant
at tile time of purchase, and
sdaree at the time of r.e-sale. This operation has also been denominated, with much propriety, the trade of .reserve. (_t) Xghere it is
directed, to the bw,'ing up of the whole of an article, for the sake of
exacting
an e_xo_biiant monopoly
price, _tis called forest(zlling,
which is h@pily diffmul.t, in proportion as the nationalcommerce
is
extensive, and, .consequently,
the commodities it circulation
both
abundant and various.
The carrying
trade, as Smith calls it, consists in the purchase of
goods ,in one foreign market for re-sale in another foreign market.
This branch o'f industry is beneficial' not only to themerchant
that
practises
it, but also to the t.w-o nations bet;_veen whom it i_ practised ;
and that for rea_olls whidh have been explained while troating of external commerce.
The e'arrying trade is but little suited to*nations
possessed of small capital, whereof the whole is Wanted to give activity' to internal industry., which is always gl_titled To the preference.
'I_he Dutch earry it on in ordinary times_xvith advantage, because their
population and capital are both redundant. (b) The French, in peace
time, have carried_on a lueraitive carrying
trade between the different
ports of the Levant; because adventurers
could procure advances of
capital on befter terms in Prance than iri the Le_,ant, and were perhaps less exposed to the oppression of the dete_able government
of
that country.
They have since been supplanted
bv other n,_ions,
"whose possession of i.he carrying trade is so far from'being an injury
to the subjects of'the Porte, that it actually keeps alive the little
remaining industry of its territories.
Some governments,
less-wise
in this particular
than the TtlrkSsh, have interdicted
their carrying
trade to foreign adventurers.
If tile native traders can carry on the
_a) CommErce de reserve. There is no corresponding term in English; Jt is
intelligible enough.
(b) The carrying trade of Holland is now almost extinct. In fact, whether ol
no it be suited to a given nation at a given time, depends upon a great variety of
eircfimstaxces. The advantage of the neutral ctfah'acter gave a very. large pro_
portion of it far some years to tire American .Unioni though notoriously deficient
in capital _r the purposes of internal cultivation.
T.
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transport.to greater profit than .foreigners, there "is nD oe6asion to
exclude the latteri and, if it can l_e conducted cheaper by foreigners,
their exclusion is a vohmtary sacrifice of the profit of emp4oyi_g
them. An example will serve to elu_date this position. The freight
of hemp from Riga to Havre costs a Dutchskipper, say7 dellars per
ton. It v0ust be taken for grante_, that no other but the Dutah_nan can
carry it so cheap. .He makes a tender "tothe Fxeneh government,
whieh-is-a eonsu01er of Rctssiar_hemp, to _rovide tblSnage at 8 dollars
per. ton, therebypbvious]y securing to'himself a profi¢ of 1 dollar per
ton. Suppose then, that the French government, with a view:to favour
the rlational dripping, prefers to employ _rench tonnage, which can
not be z_avigated for less than 10 dollars per ton, or _11 dollars, allowing the same profit to 1he ship-owner_What
is the consequeace ? .The
government will be out of podket'3 dbl]ars pegton, for the mere ptlr.-pose of giving, a profit of_l d_lar to _he national ship-owners. And,
as none but tho individuals of the naEton contfibttte towards _he national exl_/nditure, this operation will have cost to one class of Frenc hmen 3 dollars for the purpose of giving to'another class of Frenchmen
a profit of 1 dollar onh'. However the nutnbers may var_;, the mstflt
musf be similar; for there is but'bne fair way of starit_g the account. '
It is hardly necessary to caution the reader, that,I have throughout been considering maritime industr:# solely in its relation to
national wealth. Its influence upgn national security is'another thing.
The art of navigation is an expedient of war, as well as ofcomtnerce.
The working of a vessel is a military mart_uvre'; and the nation
containing the Larger proportion of .sea.mc_, is, therefore, ,c6_teris
paribus, the more powerful in a mititorv point of view; con_quently, political and militarT consideratfons have always iaterfered
with national '_iewsof commerce, in matters of navigation.; and England, ha passing her celebrated: Navigation Act, interd_ting her car- ,
vying hade to all vessels, the owners and at least three-fourths of the
crews whereof were not British subjects, had in view, not so much
the profits of the carrying trade, as tile increase of her own'military
marine, and the diminution of that of the other powers, especially of
Holland, which then enjoyed an immense carrying trade, and was
the chief object of ,English jealousy.
Nor can it be dented, that th6se views may actuate a wish national
administration; assuming always, that it is an advantage to one
nation to domineer over others. Bat these political dogmas are fast
growing obsolete. Policy will some' day ot other be field io consist
in coveting the pre-eminence of merit rattier "than of force. The
love ofdomina_.ion neve_ attains more than a factitious elewitio_, that
is sure to make enemies of all its neighbours. , It is this that engenders national debt, internal abuse, tyranriy and revolution; x_hi/e the
sense of mutual interest begets international kindness, extends the
sphere of )ase_'ulintercourse, and'leads to a prosperity, permanent,
because it' is natural. (1)
(1) [The operationof the _ritish N_,vigation-aets,
like eli other restrictiveregulations,has been prej6ffieialto the growth of nationalwealth, without,at the
manetime, ha_,ingcontributedin any degree to the eatablishmeatof 'tile naval

C_

_L

ON PRODUCTION.

-

105

,f

OF

THE

TRA_FORM_.TIONS

cHAPTER

X.

UNDERGON]_

BY

OF

CAPITAL

IN

THE

PROGRESS

"PRODUCTION

WE have seen above (Chap; tII.) of what the productive capital of
a nation consists, and to what uses _it is applicable.
So much it was
necessary to specify, in enumerating
the various means of production. V_e now come to consider and examine, what becomes of
capital in the progress of production,
and how it is perpetuated
and
increased.
To awid fatiguing the reader ivith abstract
speculation,
I shall
begi n with giving exam_)les, which I. shall take from every day's
experience
and observation.
The general principles will foUow of
themselves, and the reader will immediately
see their applicability
to-all other cases, which he may have occasion to pronounce a judgment upon:
When the land-owner
is himself the cultivatdr,
he must posse_s a
Capital over.and
above the value of his land ; that is to say, value to
some amount or other consisting, in .the first place, of clearance of the
ground, together 'with works -and erections
thereon, which mav at
pleasure be looked t_pon.as part of the value of the estate, but wl_ich
prep(mderance of Great :Britain. "" If it can be made to appear," says a highly
&s_inguished .l_litmal economist, "that the greater wealth which we should, in
the absence of these lawa, have possessed, would have supplied a revenue adequate to)the ma_jatenance oF an equal number of se_n_en in ,tim navy, it would
follow that we are no gainers by these acts; and if it ff'u:ther appear that this additlonal reCenue_would have been equal to "the maintenance of twic_ or three
times as many seamen, it would be clear that we are losers by,hem, rt is ackno'x.
led$ed by many of the advocates for these laws, that their tendency has not been
to increase the national revenue, but in some degree the reverse.
"Ou_ national pr.eperu]erance," says, we believe, Mr. Homer, "rests on a very
different basis. Our national energy" and wealth originate in our freedom, and
in that security of _property'which is its happy consequence. The number of
our seamen in raetchant shipping is owing to the spirit and capital of our traders, and to our great extent of coast. The magnitude of our navy is due neither
to navigation-acts, nor to colonial monopolie_ but to the resources of an i_ldustrious country.
• "How different are the ideas su_ested by. such observations, from the narrow
theories of those w_aotrace ou_ naval, superiority to the operation of a few acts
of Parliament !' They remind 'us of the technical philosophy of the j,udge, who
e'ravely ascribed tile la_nentahle prevalence of duelling, not to the wolence of
hmnan passions, but to a misapprehension of the law of the land ! Besides, our
naval greatness, as it is"well remarked by Dr. Smith, was conspicuous before
our navigation laws were framed. It -existed then, as it had done before, and
has done since, in a deg_'ee co_nmensurate with our cdmme'rce, and with the extent of our national- prosperity. These circuinstances, and not navigation laws,
will be found the regdlatols of naval p(_wer m all countries. TheN determine
its extent among the Dutch, )_owhom, even in the season o["the_r _'reatest'strength,
navigation laws were entirely unkno_n_'_ Vide Edinburgh Review, vol. xiv.
page 95.J
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are, nevertheless, the result of previous human ex_r, tioh, and an accession to the original value of the land. *
Tliis portion of his capital is little subject to wear and tear ; trifling_
occasional
repairs will preserve
it entire.
If 'the cultivator o_tait'_
I_om the annual produce wherewithal
to effect these repairs, this
item of capital is thereby preservable in perpetuity.
Ploughs,
and other farming implements, and utensils, together
with the animals employed in tillage, form another item of the cultivator's capital, and an article of much quicker.consumption,
which,
however, may in like manner be kept up and renovated, as occasion
mav require, a! the expense of, the annuaI produce
of the concern,
and thus be maintained
at its full original amount.
Finally, he nmst have stores of various kinds; seects for his ground,
rOVisions, fodder for his cattte, and food as well as money for his
bourers' wages, &c. t Observe, that this branch of capita(is totally
decomposed once in the course of the year, at least ; and sometimes
three or four times over.
The money, grain and pro'visions of every description disappear altogether;'_out
so it must necessarily be,
and yet not an atom of the capita]" is_ lost, if the cultivator, after
abstracting
from the:produce
a fair hllowanc_
for the ,producti.ve
service of his land (rent) for the productive service
of the capital
embarked (interest) and for the .'productix;e service "of the- personal
labour that ha..s set the whole in motion (wa_es), contrive to make the
annual produce replace 'the outlay of money, seed, live'stock, &c.,
even to the article df manure, so as to put himself in possession of a
value equal to what he started with the preceding year_
Thus we find, that capital may vet be kept up, though "almost
every part of it have undergone s6me change, and many parts be
completebr annilxilated;
for, indeed, capital consists not- in this or
that commodity or substance, but in its value.
Nor is it difficult to conceive, that if the estate l_e st_ffieienflv
extensive, and managed with order, economy, and intelligence, the
profits of the cultivator may enable him to lay by a" surplus, after
replacing the entire value of his capital, and defraying the expenses
of himself;and family.
The mode ofdi4posing
of'this sarplus is of
the utmost importance to the eommmaity, and will be treated of in
the next chapter.
All that is at present neeessar.y is, to impress a
• Arthur Young, in his View qfthe Agriculture of France, makes no estimate
of this item of capital permanently vested in the land of France within its old
limits ; but merely reckons it to be less than the capital so vested" in England, in
the proportion of 36 livres tournois per English acre. So that, in the very moderate supposition, that half as much capital is vested in permanent amelioratmn of
the land in France as in England, the capi.ml so vested in Old France, reckoned
at 7 dollars per acre, woul(t amount, upon 131 .millions of acres, to 617 millions
t_fdollars for this item of Frefich capital alone.
•_rThe same writer (Young) estimates, that in France. tke_e tv,;olast items of
capital, viz, implements, beasts of husbandry, stores of provisions, &c. may be
set down at 9 dollars per acre, one acre with another; making an aggregate of"
1179 millions of dollars; which, added to the former estimate, shows a total of
1996 millions of dollars, capital engaged in the agricultural industry of Old
Franc_.. He estimates the same items of capital in England at twice as muck
per acre.
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clear conviction, that the vahm of capital, though consumed, is not
yet des,tr_yed, wherever it has been consumed in such way as to reproduce itself; and that a concern thay go oa forever, and annually
render a new product with the sanve capital, although that capital be
in a perpetual course of copsumptiorr.
&tier tracing capital-through
its various tra.nsformations in the
department of agrioulture, it _;ill be easy to"follow its 'transformations in the other tXvodepartments of manufacture and commerce.
In manufacture, as well as agriculture, there are some branches of
capital that last for yeaf_ ; buildings and fixtures for instance, machinery and some kinds of tools; others, on the colatrary, lose their
form "entirely.; the 9_ and pot-ash used by soap-makers cease to be
oil and pot-ash when they assume the.foran of soap. In the same
manner, the. drugs .employed in" dyeing indigo cease to be Brazil
wood or annatto, as the case may be, and are incorporated with the
fabric 1hey are employed in colouring." Al_ so of the wages and
maintenance of"the labourers.
In commerce, almost the whole chpital undergoes complete transmutation, and many items of it several times in the course of a year.
A merchant exchauges his_specie for woollens or jeweller)r, which is
ofie change of fo_m. He ships them for Turkey, and on the voyage,
some more of his money is converted[ into the wages of the crew.
The chr__o arrivez a't Constantinople, where he sells the investment
to the w_olesale dealers, who.pay him in bills upon Smyrna, which
is a second metamorphosis ; the capital embarked, is now in the shape
of bills, Which he makes use of in Ihe purchase of cotton at Smyrna ;
a third transformatioh.
'The cotton is shipped for France and sold
the're, which completes the fourth change of form ; thus reproducing
the capital, most probably with profit, under its original shape of
French coin.
It is obviou's, that the objects capable of acting the part of capital
are innumerable.
If, at any given period, one wishes to know
what the capital of a nation consisted of, it would be found composed
of an infinity of ohjects,.eommodities and substances,.of which it
would be impossible to guess the aggregate value with any tolerable
accuracy, and of which some are situated many'thousand
leagues
from its frontiers. At the same time, it appears that the most insignificant and perishable, .articles are. a part, and oftena very importanv part, too, of the national capital ; that although the items of
capital are in a continual course of consumption and decomposition,
it by no mefi.ns follows, that the capital itself is destroyed and consumed, provided _ihat its value be pre_rved in some other shape;
consequently, that .the introduction or import of the vtles_tand most
perishable e'ommodrties may be ju_t_s profitable as that of the most
costly and durable_gold
or silver; that, in fact, the former,,are
more profitable the instant they are more sought after; that the producers themselves are the only competent judges of the transformation, export, and import, offthese various matters and commodities;

and that everygovernment wl_ich interi_res_ every system calculatod
to influence production, can o_3/do ,mischief.
There are concerns, in which the capital is completely renovated,
and the work of production begun afresh, seyeral times in the year.
An operation of manufac'ture, that can _ perfected and the product
sold in three months, will admit of the capital being turned to
account annually four times. It may be supposed that the profit
each time is tess than'when the capital is'turned but once in twelve
months. Were it otherwise, there wouldbe four times the profit
gained ; an advantage that would soon _ttract aia overflow of capita]
in ihis particular channel, and lower the profit by competition.
On
the other hand, products that it requires more than a year to perfect,
such as leather, must, over and above the original capital, yield the
profits of more than one year; otherwise, who could undertake to
raise them ?
In the trade of Europe with China and the East Indies, the capital embarked is two or three years bofore its -return. Nor is it necessary in commerce or in ma_ntrfacture, anymore than in agricultnre, which has been cited as an example, that the.capital shonld be
rea}ized in the form of money, to be entirely repI_ced. Merchants
and manufacturers, for the most part, realize in this way the whole
of.their capital but orice in their lives, and that is when they wind
upand leave off business. -Yet they. are at no loss to discover at nny
time whether their capital be enlarged or diminished, by referring to
the inventory of their assets for the time beitJg.
The capital employed on a productive operation is alw_iys a mere
advance made for payment of productive services_ and reimbursed
by the value of their resulting praduct.
The miner_ extracts the ore from the bowels of.the earth; the
iron-founder 1hays him for it. Here ends the miner's production,
which is paid for by an advance out of the capital of the iron-founder. This latter next smelts the ore, retirees and makes it into steel,
which he sells to the cutler: thus is the production of the fou0der
paid, and his advance reimbursed by a second advance on tltc part
of the cutler, made in the price for the steel. ' This ._gain the cutler
works up into razor-blades, the price for which replaces his advance
of capital, and at the same time pays for his productive agency.
It is manifest, then, tl_at the value of the ultimate proot_ct: razorblades, has been sufficient to replace all the capital supcessivelv employed in its production, and, at the same time, to pay for tn_ production itself; or rather, that the successive advances of capital have
paid for the productive services, and "the price oT the product ha_
reimbursed those advances ;which is preoisely the same thing as if
me a_regate or gross value of the product had gone immediately
tc defray the charges of its production.
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CHAPTER XL
¢

OF THE FORMATION ._D
.

MULTIPLICATIONOF CAFITAI_

IN'th_ foregoing chapter, I'have shaven how productive

capit.'il,

though'kept,
during
progress
of production,
a continual
of emplo);meht,
and the
subject
to Iperpetual
changein and
wear, isstate
yet
ultimately reproduoed in full valug, when the b'usiness of production
is at an end. Sincd, then,' _;e.alth consists in the value of'matter oi"
substance, not in the substance or matter itself, I trust my readers
ha're clearly comprehe'nded, tha_ the productive capital employed,
notwithstanding its frequent transmutations, is all the whiae the same
capital.
' 'It will b_ conceived with equal facility, that, inasmuch as the value
roduced has replaced the value consumed, that produced value may
e equal, infarior, or superior in amount, to the value consumed,
according to circumstances.
If equal, the capital has been merely
replaced and kept up ; if inferior, the capital has been encroached
upon ; but if superior, there has been an actual increase and accession
of capital. This is precisely the point to which we traced the cultivator, cited by ivay of an example in the preceding chapter. We
supposed him, after the complete re-establishment of his capital, so
as to put him. in a condition to-begin the new year's cultivation with
equal means at his disposal, to have netted a siarptus produce beyond
his c'onsumption of some value or other ; say of 1000 dollars.
Now, let us observe the various methods, in which he may dispose
of his surplus of 1000 dollars ; for simple as the matter may appear
to be, there is fi'o point upon which more error has prevailed, or
which has greater influence upon the condition of mankind.
Whatever kind of produce this surplus, Which we have valued at
1000 dollars, may consist of, the owner may exchange it for gold or
silver specie, and bury it in the earth till he wants it again. Does
the national capital suffer a loss o£ 1000 dollars by this operation ?
Certainly not; for we h_t_e just seen, that the value of that capital
was before completely replaced.
Has any one been injured to that
amount ? By no means ; for he has neither robbed nor cheated any
body, and has received no value whatever, without giving an equivalent. It may be said, perhaps_ he has given wheat in exchange .for
"the dollars he has thus buried, which" wheat was very soon consumed; yet the 1000 dollars still continue withdrawn from the
capital of the community.
But I trust it will be recollected, that
wheat, as well as silver or gold, may compose a part of the national
capital ; indeed, we have seen that national capital must necessarily
consist, in a great measure, of wheat and such like substances, liable
to either" pa_'tial or total consut_aption, without any diminution of
capital thereupon ; for, in short, that reproduction completely replaces
the value consumed, including the profits of the producers, whose
10
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productive agency is part of tl_ value' consumed. Where/ore, the
instant that-the cultivator has Mly replaced his'capital, and begins
again with the same means as belbre, the 1000 dollars may be
thrown into the sea without reduding the national capital.
' But let us trace the disposal of this surplus of "i000 dollars to
every imaginable destination. Suppose, for instanbe, that instead of
being buried, they have been spent by the.cultivator upon an elegant
entertainment.
In this case', this whole value has,.been destroyed in
an afternoon; a sumptuousfeast,
a ball, and fireworks, will have
swallowed up the whole. The value thus destroyed exists no longer
in the community : it no longer'forms an i'_em in the aggregate of
wealth ; for those persons, into _vhose hands the identical pieces of
silver have come, have given an equivalent in wines, refreshments,
eatables, gunpowder, &e., all which valaes are reduced to nothing;
the gross laational capital, however, is no m'ore diminished in this
case than in the former. A surplus value had been produced'; and
this surplus is all that has been destroyed, so that things remain just
as they were.
Again, suppose these 1000 dollars to have been spent in the purchase of furniture, plate, or lin.en._ Still there is no reduction of
national productive capital ; although it must be allowed there is no
accession ; for in this case, nothing more is gained than th'e additional
comforts the cultivator and his thmily derive from the ne_ ly pur
chased moveables.
Fourthly and lastly, suppose the cultivator to add this excess ot
lO00 dollars to his productive capital, that is to say, to re-employ it
in increasing the productive powers of his farm as circumstances
may require, in the purchase of more beaets of husbandry or the
hire and support of more labourers; and in consequence, at tim end
of the 3,ear, to gather produce enough to replace the full value of the
1000 dollars, with a profit, in such manner, as to make them capable
of yielding a fresh product the )-ear after, and so on every year to
eternity. It_is then, and then only, that the productive capital of the
community is really augmented to that extent.
It must on no account be overlooked, that,.in one way or other, a
saving such as that we have been speaking of, whether expended
productively or uupmductively, still is in all cases expended zno
consumed ; and this is a truth_ that must remove a notion extremel_y
false, though very much in vogue--na.mely, that saving ]Jmits and
injures consumptio n. No act of saving subtracts in the least from
consumpnon, provided the thing saved be re:invasted 'or restored to
productive employment.
On the contrary, it gives rise t_ a consumption perpetually renovated and recurring; whereas there is no
repetitior_ of an unproductive consumption. (a)
(a) On the subjectof'saving, ,Sismondi,and after him our own-Malthus,have
adopteda differentopinion. According to them, the proversof produet'ionhave
alreadyoutrun the desire and the abihty to consume; consequently,every thing
that tendg to reduce that desire is injurious,becauseit is alreadytoo ir_ertfor
the interests ofproduction. Wherefore, inasmuchas the desire ofaccumulation
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It must be.observed,
too; that t_ form in whichthe value saved
is' so saved and re-employed
productively,
makes no essential dffibrante.
The saving is made _'ith more or less advantage,
accx_rding
to the eirc_umstanees
and intelligence of the person maMng it. Nor
is there any reason why this portion of capital should not have been
accumulated,
without ever having for a moment assumed the form of
specie; .It may be that an actual i_rodudt of the farm has'been saved
and resownor planted, without having undergone any transmutation
;
perhaps the waod, that might have been used as firing to warm superfluous apartments,
may have been converted into palings or other
carpenter's
work ; atld what was cut down in the first instance as aft
item of revenue, be so.employed,
as to become an item of capital.
Now, the'only way of augmenting
the productive capital of individuals, as well as the aggregate productive capital of the community,
is by this process of saving ; in other words, of re-employing
in produatibn more products created'than
have been consumed n their ereatian. Productive
capital cannot be aqcumulated
by the mere scraping together of values without consuming them; nor m\v otherwise,
than by withdrawing
them fl'om unproductive,
and devoting them to
reprodhetive
eonsmnption:
There' is nothing odious in the real
picture of the aeeumulation
of capital;
we shall presently see its
happy consequences.
is the direet opposite of that of consumption, it must of neeessity be injtrrious in
the highest deg.ree. On these princ@es, it might be proved without difficulty,
that the prodigahty of pubhc authority, war, or the poor "law of England, is a
national.benefit: for all of them stimulate con,sumptmn. Indeed they leave their
readers to draw this inevitable conclusion ; for they maintain in plain terms, that
the enlargement of the. productive powers of man, by the use of machinery or
otherwise, makes the existence of unproductia,e consumers a matter, not of mere
possibfirty or probability, but of actual necessity and expedience. (Vide Sismondi, Nowv. Prin. liv. ii. c. 3. and liv. iv. c. 4. Malthus, Prin. @Pol. Econ.)
These maxinhs would justify the prodigality of Lores XIV. of France, and of the
Pitt system of.England. Rut fortunately they are, erroneous ; and if the contrary
princi.ples ,laid down by ol_r author here and infrd, Chap. J_V., needed further
illustration or support, they have, been rendered still more clear and convincing
by his recent Le'_tres 8 M. Malthus.--It _s true, that the enlargement of product,lye power naturally lead_ to the multiplication of unproduchve consumers:
why _.because the desire of barren consumption, instead of being inert, is always
active in the human breast. But that multiplication is not necessary ; f(r the
consumer may be made a producer, if not of material, _ least of immaterial products, which latter are capable, of infimtely more multiplication and variety, as
well as of more general d_ffusionthan material products. While this field remains open, a national administration ne,ver need despair of finding occupation
for-tl_e human labour supplanted by machinery. And v;hat is the parsimony of_
modem days _. It is not the hoarding of eom or other valuables, winch, though
as our author observes, it subtracts nothing from the national capital, is vet a
social misctuef, because it suspends the uuhty of an existing product, or a}.any
rate, prevents it from yielding the human graUfication, which its barren consumption would afford. "The accumulations of the miser are now either vested in
r.eprodaetion which is beneficial, or m the ownership of the sources of produc
tion, land, &c. &e. which it matters not to public wealth who marc be possegsed
tff,or in the incumbrances of those sources, mortgages, national funds, &c. &c.,
_vhieh are but portion§ of that ownership,' and to which the same observation
applies. T.

112

ON PRODUCTION.•

Booz I.

The form under which natid]_ltl capital is accumulated, is commonly determined by the r0speetive geographical position, the moral
character, and Ihe peculiar wants of each naUon. The a.ccumulations of a society in its early stages consist, for the most part, of
buildings, implements of husbandry, live stock, improvements of
land; those of a manufacturing people chiefly of raw materials, or
such as are still in tile hands of its work_'fl'en,in a .more or.less
finished state; and in some part, of the necessary manufacturin_
tools and machinery.
In a nation devoted to commerce, capital.i_
mostly accumulated in the form of wrought or unwrought goods,
that have been bought by the merchant for the purpose of re-sale.
A nation that at the same time directs its energies to all three
branches of industry, namely, agriculture, manufactures, and commerce, has a capital compounded of all three different forms of product'ion; of that amazing quantity of stores of every kind, that we
find civilized society actually pos_ssed of; and whic,k, by the'intelligent use that is made of them, are constantly renovated, oreven
increased, in spite of their enormous consumption, provided that the
industry of the community produces more than is destroyed by its
consumption.
I do not mean to say, that each nation has produced and laid by
the identical, article that composes its, actual capital_: Value._,'_
m some
shape or other, have been produced and laid by ; and these, through
various transmutatiofis, have assumed the form most convenient for
the time being. A bushel of wheat saved will feed a mason as well
as a worker in embroidery. In the one case, the bushel of wheat
will be reproduced in the staape of the masonr3_ of a house; in the
other, under that of a laced suit.
Every adventurer in i_dustry, that has a capital of his own embarked ]n it, has ready means of employing his saving productively, ;
if.engaged in husbandry, he buys fresh'parcels of la_d ; or, by judicious outlays and improvements, augments the productive powers of
what alre.ady belongs to him ; if in trade, he buys and sells a greater
quantit,¢ of merchandise.
Capitalists have nearly'the same advantage: they invest their whole savings in the same manner as their
former capital is invested, and increa'se it pro facto, or look out for
new ways of investment, which fhev are at no loss to discover; for
the moment they are known to be possessed of loose funds, they
seldom have to wait for propositions for the employment of them ;
whereas the proprietors of lands let out to farm, and individuals that
live upon fixed income, or the wages of their personal labour, "have
not equal facility in the advantageous disposal of their savings, and
,'an seldom invest them till they amount to a good round sum.
5Ianv savings are therefore consumed, that might otherwise have
sxvelled the capitals of indMduals, and conseque0t]v of the nation at
large. Banks and as_ciations, whose object is to receive, collect,
and turn to profit the small savings of individuals, are consequently
very fi_vourable to the multiplication of capital, whenever they are
'_ert'ectly secure.

-_l)be ine_a_,_f
capitfi_ rS nat_Lal_y slow of l_'bgress : for'it can
eever'va'k_ pla_)erwitho_ aeiua| production (_f val_e, arid the cYeation
of value is _he work' of. timo and tabour,, besides other ingi'edie0ts. _
Since the" prod, neers _re _ornpelle_ to eonsm_e _;h-lues all th,e while
,thev _ire:_ed
ha the creation of fresh 6n-es_,the _utmost_they can
acc.tnnu_te,
t-l_a_is t6 say,/_dd _o reprodudtiye
Jzapital,. i_ the valile
.they produce 'beyond. wjmt they eobsume ;. and the sum of this sur-"
plus is all the.additional.wealSh
that tho public or individuals can
acquire, "The more*values
_fe'sa_ed
and rbproduetivety
employed
in, the year, the more" rap_d is the national pr6gress towards p_'os,
perity. " .Its dapt_l js, sw_tled, a larger quantity of ind_try'is
set I,
motion, and •saving beco .r0es mpre and more practieabh_, hacause the
additional, capital" and'indus_y
awe additional means of I_'o0uction.
'Ever_'_/tCi'fig ,'or iwOx-da_e of capital lays 'the grourglwol_k of a
perpetual a_n_h_'p, rofit, not only to the saver himself, but likewise to
all' those wflos¢ inc]ustry _S sei _'fimotion by this item.of new capi.'ta].
It is-for th.is reasori that the ceh_brated Adam Smith likens the frugal."
man, who efilhrges his produ_c_i_,e'eapital b_tt in a solitary instance,
to the founder of an almshouse for the perpetual SUl_Ort of a body
of labouring, persons tjpon the fruits of their ,own-labour ; and on the
othe1" hand, comparOs the _rodigal that encroaches
upon his capka],
to t4_eroguish steward.t'hat
should squander the funds _f_.a charitable
institution, and leave destitute, no.t merely those fhfft der_ve'd_reseut
subsistence from it,but
likewise all'=who might derive it _herbafle_'.
_
pror'_unee's, w_thout reserve, every p_dignl
to be a public" pe'_t,
anti every carefuland
frugal pe_:son to be a bene'factor of so_iety.-_
It i_ fortuhate, that,self-ir_tere_t is always on the w_teh to p'msorve
the capital of individuals;
an'd. that cap'itaLcan at no time be with'dra_vn ,f_om.produotive
employment, 5without a proportionate
loss of
reve_iue.
Smith is of'opini(n_: that, in ,every countrv,.lhe
profusion and ignoranee of indi*idua'ls and of the pCa_lie author/ties, is more than eorhpensate4 by the' p re{-a!ent frugality of the peop|e at {a/'ge, and by
* The savingd _f a 'rich"eontr'aetor, of k swi "_Mleror chea% of _ ro3talfavourite,
saturated with a,raht_ pon'sibns, and unmerited emohmaents; are actual accumulations of capital, and are .sonaetimes made with fid_ilityenough. Bu_ the val.u_s
thus aina_l_d by a prtvilegad_ few, _tce, _ reality, th_ prodimt qf the laboulh
capital, and'land, of'mimlJers, who might th_gaselves have _a_le tile sao"ing,,.and
turned ,it to 'their own,account_ but "for the sl:mliation of injustice, _'rfiud_or violer_e
" ,,
*
_
"
"
,
Wealth of',_atO_r_,'b, ii. e. B. Lord.'Lauderdale, in a work entlt]_," En.gulry
into the,N_ture, and O_izin of l*.ublic Wealth," has prove_, to hrs ovenconcretion,
in opposition to _mtth, *,.hat"theaccmnulation of capital is adverse to the mcreasf
of weakh: gro_lflding.hm argumerit on the position that such,accamulation withdraws from cir_flation values: which Would be serviceable to indus_}r. B_it (_h_s'
position i's untenable. Neither prb(luCt_vecap,tat, _aorthe addrhons ma_le t_ _t, .
are w_thdra_'n from:circulation ; 5ther_c_sethey would'remain inacbive, _tnd_ield
no profit whatewer. ,Oh the contrary, the adventdrer in tndtlstry, who anakes
use _fm, employs, disposes of, and whdll:y consumes _t, but in a v_.a_'that"reWoduces it, _nd that-with profit. I huve noted this error of his lor.d_l/ip,"beeauso
it hast bee,,_ma_e the&a_is of o_er works on "political economy, which abound
in fa]_ eonch_sion_,ha_ing set out on this fats_eprin4ciple_ .
10"
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their careful atttentlon to their o_n interests.*
At least it" seems
undeniable, ?hat almost-all the nations c4"Europe are at this 4noment
advancil_g in opulence; which could not ,be the case, utdess'each of
them, taken in the aggregate,
I_l:oduced more than it consnmed
unproduetive]y, t Even tile revolutions of modern times 'appear to
have been rather favourable than otherwise to-the progress of opulence; for Key are no longer, as {n:ancient day¢, tbllowed-by
continued hostilq invasion, or unix,ersal ,And protraated'pill/_ge
; whereas,
on the other .hand, the)' have 'e.otmnonly :o_:erthro_n.tim
bai'riers of
prejudice, and opened a wider field for talent, awd enterprise.
.But
it is still a-question, whether this frugaliIy, w_fich Smith gives individuals' credit.for, he riot, in the mostnumerous
classes oLsocjeiy, a
forced cdnseqnence.of
a vicious political orgariization.
I_ it:true.,
that those classes receive their fair proportio_ of the gro_s produce,
in return for their produetwe
exertions?
Holy _marly. individuals
'tive in constant
penury, in tJa¢ countries considered
as the most
wealthy!
How manvfami!ies
are there, both in-t'own and cout_tl_y,
whose whole existence is a succession of pri_"ativns ; ,_'ho, with every
thing around them to awaken their desires,.are
reduced, to-the satis_ct_on of the_very lox_est wants, as if they lived in an age o£ the
.grossest barbarism
and national poverty !
Thus I am forced to infer, that, tlmugh unquesfionably there.is an
annual savimq of produce in a}most all the -nations 6f ]_urope, this
saving is extortddmuch
more commonly from urgetlt and natu{'al
wants, than from the consumption of superfluities, to which policy
and bud_nity would hope to trace_it. Whence
arises a strong suspie.ion of some radical defect in the policy and iniernal economical
systems of most 9f their government_.
Again, Smith thinks that the moderns are indebted f0r_their comparat!ve opulence, rather to the prevaldnee
of .individual frugality,
* Wealth of Nations, b. it. e.'3.
_fExcept during the coniinuanee of ruinous wars, or excessive public extrava,._ance,such as oecured in France under tb.e domination of Napoleon.- It cannot be doubted, that, at thug disastrous period of her history, even m the moments
of. he_most brilliant rqilitary successes, the ambunt of capital di,lapida.tedexceed, e_l the aggregate of savings. Requisitions and the havoc of war, in addition to "
-tile compulsory expenditure of indwiduals, and fhe pressure of exorbitanl_ taxatmn, must unqt/_stiolmbly have destroyed more values-than the exertions of
individual economy could devote to reproductive invegtment. Tfiis sovexeign,
wholly ignor'ant of political economy himself, ,and conseq_mntly affecting to
despise its suggestions, encouraged his courtiers, like Eimself, to squander the
enormous revenues derived from his favour, m .the apprehension that wealth
might make them independent. (1)
."
(1) [_V,eare told by I)i:.Bov;'ring and Mr. Villiers, in their valuable report on
the Commercial Relations between France and Great Britain, publi_e.d during
the present year (1834), that the best.authorities a_ee in_leelaring" that_the
rmtiona.1riches ,f l_¢ance were" greatly diminished by XheImperial Rd_'irrle,and,
probably, a ranch.larger amount was _acrifieed in increased prices aml. dir_ini_hed trade than was lost by the moi'e direct operation of Napoleon's policy.]
.Mm_m___E nn'om
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than to'the'enlargement
of.productive
i)ower,
i admit, thai some'
absurd kinds of profusion are more rare now-a-days than formerly ;*
but it should be recollected_ that such profusion can never be practised, except by a very sinai! number-of
persons i and if we take
the pains t6 consider how' widely the enjoyment of a more abundant
and varied consumption
is diffused, particularly'
among the,middle
classes _ society, !'tbink)t
will b_ found, that consumption and frugality have increased both together; for they are.by no mean_ incom,
patibte.
How marry concerns are there in _very brahch of industry,
that, in times of prosperity, yield cn6ugh' produce to the adventurers
to enable them to.enlarge
both their expenses and their savings ?
What is'true of ot_e particular concern, may possibly be true of the
national pt'oduction
in the a_gregate.
The wealth of France was
progressively
increasiflg
during tire first forty years of the reign of
Louis.XIV,
in spite of the profusion, public and private, that the
splenttot_r of the court occasioned.
The stimulus given to production _oyColbert, nmltiplied her resources faster than the cdart squ_ndered fl)em. Some people supposed, that this very prodigality was
the cause of- their multiplication
; the gross fallacy of which notion
is demonstrated
'by the circumstance,
that after the death of thai
minister, the exU:a_"agancies of the cour_ continuing at the same rate,
and the progress of production being unable to keep pace withthem,
the kin_,rlom -was reduced to an'alarming
state o l" exhaustion.
The
close' of that reign was, the most gloomy that can be imagined.
After the death of Louis XIV., the public and priva'te expenditure of France hay6 been still further increasing ;t _nd to me it ap*It is not, howler, to be supposed, that the internal eeor_my of'ancient and
of modern, states is.so widely dlfferant as _ome may "beled to imagine. There
is a striking similarity "between the rise and t:allof the opulent cities -of Tyre,
Carthage; and Alexindria, and those of the V_netian, Florentine, Genoese, and
Dutch rcpublic_. The same cause must ever be attended with'the same effect.
We re_d of"the wonderful riches of Croesus, king of Lydm, even before his
conquest of some neighbouring states : whence we m_y infer, that the Lydians
were an industrio_ and fr_I_o,
al people ; for a kink can draw his resources solely
from his subjects., The dry study of political ec9nomy would lead to thi_ _i_ference; but it happen_ to be also confirmed by the historical testimony of Justin,
who calls the Lydiana a peopleonce" powerfi_lin the resources of industry ; (zeus
industritt quattdam potens ;) and gives a hotlon of their enterprising character,
When he tells us that Cyrus did not complete l:heii subj,ffation, until he had
habituated them to indolence, gaming and debauchery. (Jassique cauponlas et
ludicras artes et lenocinia exerccre.) It is clear, therefore, tha_ they must have
before l_e_n laossessedof the vpp0site qualities. Had Crmsus not 'taken a turn
".for pomp and military renown, he would probably have remained a powerful
monarch, instead of ending his d_ys in misfortune. The art of connectinF cause
with effect, and the.stu_, of political econemy, are probably as 'conducive to the
personal weir'are of kings, a_ to that of their, subjects.
This increa_seof expendtture has not been altogether nominal, and con_eq_entml upon the.reduction in the standard of the silver coinage of France ; a greater
quar!.titv and varie_ _ products were consumed, and those era better-and more
_expens{vequality.. And though refined silver is now intrinsically-worth nearly,
as"Ii_u'ehas-in the days of' Lores XIV., since the same weight of silver _s ,given
for the samequantity, of wheat; yet the same ranks of society now actaatly ev
l_ead more silver in weight as well as in denomination.
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pears indisputable, that her n_ttional wealth has advaia6ed likewise:
Smith himself admits that it did ; and what is true of France is so of
most of the other states of Europe in some degree or other.
Turgot_ falls in with Smith's opinion. He expresses his belief,
that frugality is mot9 generally weva_ent now than in former limes,
and gives the following reasons : _hat, irt most Enropean countries,
the interest of money was, on the average, lower th_a it had.ever
before been, a clear proof of the ga'eater abundance of capital ; th6refore, that greater frugality must have been exerted.in the accumula.
tion of that capital than at any_former period ; and, certainly, the
low rate of interest proves the existence of more abundant capital ;
but it proves nothing with regard to the manner of its aoquirement ;
in fact, it may have been acquired just as well by enlarged production as by greater frugality, as I have just been demonstrating.
However, I am far fi'om denying, that in many particulars, the
moderns have improved the art of saving _s well as that of produelng.
A man is not easily satisfied with less gratifications tharrhe has been
accustomed to: but there are many which he Jaas learnt to .proCure
at a cheaper rate. For instance, what can be more beautiful than _e
coloured furniture papers that adorn'the walls of our apartments,
combining the grace of design with thd freshness of colouring ? Formerly, many oi_those classes of society that now make use of paper
hangings, were content with whitewashed walls, or a coarse ill-executed tapestry, infinitely dearer than the modern paperings.
By. the
recent discovery of _he efficacy of sulphuric acid-in destroying the
mucilaginous a'rticles of vegetable oils, they have bcen rendered
serviceable in lamps on the Argand principle of a double current of
air, which before could only be lighted whh fish oil, twice or thrice
as dear. This discovery has of itself placed the rise of those lamps,
arid the fine ligl_t they g_ve, within reach of almost every class.t
For this improvement in.frugality, we are indebted to the advances
of industry, which has, on the one hand discovered a greater number
of economical processes; and. on the other, everywhere sol_cited
the loan of capital, and tempted the holders of it, great or small, by
better terms and greater security. In times when little industry
existed, capital, bem_ unprofitable, was seldom in any other shape
than that of a hoard of specie locked up in a strong box, or buried in
the earth as a reserve against emergency : however co_iderable in
" amount, it yielded no sort of benefit whatever, being in fact little
else than a mere precautionary deposit, great or small. But the
moment that this hoard was found capable of yielding a "profit proportionate to its magnitude., its possessor had a double motive for
increasing it, and that not of remote or precautionary, but of actual,
* Reflex sur la Form. et IaDistrib. des Rich. _ 81.
_It is,to be feared,that taxation will ultimatelydeprive the consumerof the
adrantage of such improvements. The increase of the internal taxes (droits
reunis), of t|re stamps on patents, of _he taxes and lmpedhn'entsaffecting the
internal transportnf commodities,have alreadybroughtthe price of these veg_
_Jble oils almost to a par with the article they hod so beneficiallysupplanted.
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immediate
i_enefit;, since the profit yielded by the. ca.pital might,
without the-least diminution of it, be consumed
and procure
additional gratifications.
Thenceforward
it became an object:of g_eater
and' more general solicitude than before, in those, that had none to
create, and ia those that had one to augment, productive capital; and
a capital bearing interest bdgran to be regarded as a property equally
lucrati_e, and sometimes equally _ubstantial with land yielding rent.
To such as regard theaccumulationof
capital as an evil, insomuch as
it tends to aggravate-the
inequal, itv of human tbrtu_e, I would suggest, that, if accumulation
has a constant tendency to tile multiplying
of.large fortunes, the course o'f nature has an equal tendency to dl%'ide
them again.
A man, wh'ose life has been spent in augmenting
his
own capital and that of his country, must die at last, and the successtun rarely devoh_es upon -a sole [leir or legatee, except where the
nanonal laws sanction entails and the right of primogeniture.
In
countries
exempt from the banefuVinfluence
of such institutions,
where rmture is left to itg own t?ce and beneficent action, wealth is
naturally diffused by subdivision through all the ramifications
of the
social tree, carrying
health algt life to the furthest
extremities.*
'I_he total capital of the nation is enlarged at the same time that the
capital of individuals is subdivided.
Thus, the growing wealth of an individual;when
honestly acquired
and reproductively
employed,
far from being viewed with jealous
*eyes, ought to be hailed as a source of general prosperity.
I say
honestly acquired, because a fortune amassed- by rapine or extortion
is no addition to the national stock ; it ,is rather a portion of capital
transferred
from the hands of due man, where it already existed, to
those of another', who has exerted no productive industry.
On the
contrar_, it is but too eommo_i, that wealth ill-gotten is ill-spent also.
The i'aeulty of amassing capital, or, in otlier words, value, I appi'ehend'to be one cause of the vast superiority of man over the brute
creation.
Capital, taken in the aggregate,
is a powerful engine consigned to the use. of man alone.
IiIe can direct towards any one
channel o_ employment the successive accumulations
of many)cuerations.
Other-animals
can command, at most, no more than_their
* It is to be regretted, that people should be so little attentive to merit in thmr
testamentary dispositions. There is always a degree of discredit throw_nupon
the cnemory of a testator, by his bounty to an umvorthy object; and, on the contrary, nothing endears him more to the _earvivorsthan a bequest chetated by pubhc
spirit, or the love of private virtue, The foundation of a hospital, of an establishment fi_rthe eduea'tion of the poor,.of a perpetual premium tbr good actmns, or a
bequest to a writer of eminent merit, extends the influence of the wealthy beyond
the hmlts of mortality, and enrols his name in the records of honour.,(a)
(a) Thts laudable ambition is always proporttonate to 'the wealth, the ciwl
gberty, and t}le mlelhgence of a nation. In Englanff, scarcely a_year passes
over our head_ Without more than one instance of useful and extensive ml,mficenee. The beque¢ts to the elder Pitt, to W_Iberforce, and other public men,
the frequent foundatmns and enlnrgements of institutions of relief or'education,
reflect
vidNals.equal
T, honour on the character-of the nation, and the memory oT the in,ti-
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respective, individual' accumt_]ations,
scraped-tbgether
iia the course
of a l_xv da ,s, or a _eason at the qtmost, .which c_p' never amount
•
.
•
.
-(_
*
tO any thing ebnslderable:
so that, granting them a de_ree of intelligence thev db not seem possessed of, that lnte]hgence evould yet
remain inefibctua], for want of the maleJ'ials to set it in motion.
"Moreover, it may be remarked, ttia_ the p_wers of man, resuking
from the faculty of amassing
eapital, are absolutely
indefinable)
because there is no assignable limit to the capital he may acdumulate. with the aid of time,, industry, and fi'ugality
7

CHAPTER.XII.
OF

UNPRODUCTIVE

CAPITAL

'_

Wn have seen above, that values once pr0duoed may be devoted,.
either to the satisfaction
of the wants of those who have acquqred
them, ()r to a further act of _roduction.
They may also be withdrawn both from- unproductive
consumption and from reproductive
employment, and remain buried ox concealed.
The owner of values, in so disposing- of them, not only deprives
himsel(of
the sell:gratification
he might have derived li'om their.
consumption,
hut also of the advantage
he might draw from th 0
productive :/gency of the value hoarded.
He furthermore.withholds
from industry the profits it might make by the employment
of that
value.
Am_lgst
abundance of other causes of the misery and weakness
of the countries subjected to the Ottoman
dominion, 4t cannot be
doubted, that one of the principal is, the vast quantity of c_pita|
remaining
in a state of inactivity.
The g'eneral disirust and uncertiring- of the future induce people of every rank, :fr9m the .peasant
to the pacha, to withdraw a part of their property fi'om the greedy
eyes of power: and value can never be invisihJe, without being inactive. This misfortune is c_)mmon to all cc,_lrtrJes_ _ here the government is arbitrary,
though in diflhrent degrees p_'opctrtionatc 1o the
severity of dbspotism.
For,the same reason, during the violence of
political convu}sions, there is always a sensible cotitl_ction of capital,
a stagnation of industry, a disappgarance
of profit, and a general depression avhile the alarm continues: and, 6n the contrary,, ata instantaneous energy and activity highly favourable
to ]a_bli.c prosperity,
upon the re-estabhshment
of c(nfidence.
The saints and mr_donnas
of su_rsfftious
notions, thc'spldndid pa_eantrv and l'ichlv deez, rated
_ols of Asiatic worship, _ve life to no agricultural
or manufacturin_
enterprise.
The riches ()f the fine and. the time lost in adoration
would really purchase ¢he blessing,_ that barren prayers can never
extort from the object of idoJa_y.
There is a great deal of inert
capital in eotlntries, where the national habits lead to the extended
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use. of tho precious metals m furniture,_ctothes,
and decorations.
The silly admirffdoff bestowed
by the lower orders.on
the display
of such idle and unproductive
finery, is hostile to their.own interests.
For the opulent _dh'idual,
who _'ests 20,000 de/liars, in gilding,
plate, and the sptendput" of his establishmem,
has it not to lay out at
interest, and withdraws
it from the support of induhtrv of any kind.
The nation loses file annualrevenue
of so mudh capital, End the
annual profit of the industry it might have kept in a(_tivity.
Hitherto we have l_eu considering that kmdof value only, which
is capable, after its creation, of being, as it were; incorporated
with
matter, and [)eeserved_for
a longer or shorter period.
But all the
values producible by human industry, have not this quality.
Some
there are, which must have reality, because they are in high estimation, and purchased by-the exchange of costly and durable proddcts,
which nevertheless
have themselves
no durability,
but perish the
moment/)f
their production.
This class of values I.shall define in
tim ensqlng chapter, and denominate immaterial products.*

CHAPTER
OF

IM_eIATERIAL

PRODUCTS,

XIU.

OR VALUES
CONSUMED
PRODUCTION.

AT

THE

MOMENT

OF

A PltrsiclA_ goes to visit a sick person, observes the_-mptoms
of disease, prescribes a remedy, and takes his leave without depositing any product, that the invalid or his family can transfer to a third
person, or even keep for the consumption
of a future day.
ttas the industry of the physician been unproductive _., Who can
for a moment suppose so ? The patient's life has l_een saved perhaps.
Was this product incapable of becoming an otgject of barter ?. By
no means: the physician's
advice has been exchanged for his fee;
but the want of" this advice ceased the moment it was given.
The
act of giving was its' production,
of hearing its consumption,
and
the consumption and production were simultaneous.
This is what I call an immaterial
product.
The industry of a musician
or an actor yieids a product (>f the
same kind :-'it gives one an amusement, a pleasure one can not possibly retain or weserve
for future consumption,
or as the object of
barter for other enjoyments.
This pleasure has its price, it is true.
* k was my first- in'tention to call these perishdble products, but this term
_ould be equally applicable to products of a material kintL IntranaferaMe
would be equally incorrect., for this class of woducts does pass from the producer to the consumer. The word trausient does not exclude all idea of dura
tiau whatever, neither doea the word momentary.
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but it has_o further existence, except perhaps in the _orv,
ana
no exchangeable value, after 1be instant of its production.
Smith will not allow tim name of producfs 1;othe results of theseb:ra_hes of industry., Labour so begtowed he calls *.giprodtlctive;
an error he was lad.into by his definition of ,wealth, which heAefines
*o.consist of things bearii_g a value dal:_.abloof being preserved,
•instead of extending the laame, to all Sings :bearing exchangeable
value: consequently, excluding products consumed as soon a'screated.
The industry of the physician, however, as well as that of tho public
]hnctionary, the advocate or the judge, _ hich are all of the_mof the
same class, satisfies wants'of so essen6al a _aature, that whhout those
_rofessions no society could exist. Are not, then, the fruits of their
abour real ? They are so far'so, as to, be ptJrchasckt at the price of
other and material products, which Smith allows .to be wealth ;. and
by the repetition of this kind of barter, 'the producers of immaterial
products acquire ]brtunes.*
To descend to items of pure amusement, it cannot be denied, that
the representalion of a good comedy gives as solid a pleasure as.a
box.of comfits, or a ,discharge of fire-_,v3rk,, which are producls,
even within Smith's definition. N_ can I discover any sound'rdason, why the talent of the painter should be deemed productive,
and not the lal_nt of the musician, t
Smith himself has exposed the e'rror oflhe economist in confining
._heterm, wealth, to the mere value of the raw material conlained
in each prodlact ; he advanced a great,step ig political economy,_by
demonstrating wealth to consist of fhe raw material, plus the value
;_dded to it by industry; _but, having gone so far as to promote to
the rank of wealth an abstract commodity, va[tt_ why reckon it as
nothing, _ho_vever real and exchangeable,'when
not incorporated in
matter_
This i.sthe more surprising, because he _-ent so far as to
treat of labour, abstracted from the matter wherein it is erhplbyed ;
to examhae the causes which operate upon and ififluence its value;
and even to propose that value as the safest and least variable mea- .
_ure of all other values._:
The nature of imtnaterial products m_kes it impossible ever to
accumulate them, so as to render them a part of the national capital;
A people containing a host of musicians_ wiests, and public functionaries might be abundantly a_msed, well verfed in religious
doctrines, and admirably governed; but that is all. Its capital
would receive no direct' ac:cession fi'om the total labour' of all these
:ndi_:iduals, though induarious enongh in thehr respeciive _'oeatiotJs,
because their products would be consumed as fast as produced.
* Wherefore de Yerri is wrong in asserting,'that the oeeupatmrrsof the sore.
_ei_'n,the ma_'istrate,the so]dier,nnd the wlesh.do'notfall withinthe cognizance
_f pohtlealeeonom):.(Medita_io_ sulla Ecnn6raiaPolitica, "_24.)
"1"
This errorhas alreadylinenpointedout by M. Germai_ Garnier,_nthe'notes
to his French translation _ Smith.
1:Some writers, whohave probablytaken but a cursoryview of .the p_sitions
here laiddown,still persistin setting down the produeeraof,immaterialproduet_'
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Consequently,
nothing is gained on the score 'of public prosperity,
by ingeniously creating an unnatural demand for the labom; of any
_of these professions ; the labour diverted into that charm6l of production can not be increased, without increasing the consumption
also.
If this consumption
yield a gratification
then indeed we may console
ourselves for the sacrhfiee; but when that consumptioh
is itself an
evil, it must be confessed the system which ' cruses it is deplorable
enough.
This occurs in practice, whenever
legislation is too complicated.
The study of th_ law, becoming more intr_icate and tedious, ocetipi_
more persons, whose labour.must
likewise be better paid. What does
society gain by this ? Are the respective rights of its members better pl_otected? Undoubtedly
not: the intricacy of law, on the contrary, holds out _ great encourageanent
to fraud, by mtrltiplying the
chances of evasion, and very rarely adds to the solidity of title or of
right. The only advantage is, the greater frequency and duration of
suits.
The same reasoning applies to superfluous offices in the public admini_ration.
To create an otfice for the administrationof
what
ought to be left' to itself, is to do an injury to the subject in the
first instance, and make him pay for it afterwards
as if it were a
benefit.*
Wherefore it is impossible .to admit the inference c_" M. Garnier,
that because the labour of ,physicians, lawyers, and the like, is productive, therefore a nation gains as much by the multiplication
of that
class of labo_ar as of any other. This would be the same as bestowing upon a material produc't more manual labour than is necessary
for its co#lpletion.
The labour productive of immaterial
products,
like every other labour, is productive so far only as it augments the
utility, and thereby the value of a product : beyond this point it is a
purely nnproductive
exertion.
To render the laws int¢icate purposely to give lawyers full business in expounding
them, would be
equally absurd, as to spread a disease that doctors may find practice.
Immaterial
products are the fruit of human industry, in which
term _ye have comprised every kind of productive labour.
It is not
so easy to understand 4low they can at the same time be the fruit of
capital. Yet tl/ese products are for the most j_art the result of some
talent or other, which always implies previous study ; and no study
can take place without advances of calfital.
Before the advice of the physician can be given or taken, the phyamongst the unproductive labourers. But it is vain to struggle against the
nature of things. Those"at all conversant with the science of political economy,
are compelled t_yield involuntary homage to its pr,.nciples.-" Thus Sismondi,
after h_ving spoken of the values expended m the wages of unproductive
labourers, goes on to say, "Ce sent des Consummations rapidcs qui suivent immcdlat.*ment la production," 2Your. Princ. tom. il. p. 203 ; admitting a production
6y those he had pronounced to be unproduetw_ !
* What, then, are we to think of those who assert in substance, if not in
words, that such a formahty or such a tax is productive of one benefit at leks4
namely, the maintenance of such or such an establishment of clerks and oflieema
- _rTradn_eion de 8mitk, .note 20.
11
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sician or, his relations must first have defrayed the charges of an edu_
cation of many years' &Jrntion Lira must |rave subsisted while a st_
dent ; professors must have been paid ; books puFchased;
journeys
perhaps have been performed ; alt .which implies" the di.sbursement
of a capital previously accumulated._
So likewise the lawyer's opinion, the musician's song, &c, are products, that can never be raised
_'ithout the concurrence
of indus:try and c_pitaL
Even the ability
of the public functional'3, is an accumulated
capital.
It requires the
same kind of outlay, for the education of a eivil or military engineer,
as fo'r that of a pt]ysieiaff.
Indeed we may take it tbr granted, that
the funds expended in the training of a young man for the public
service, are found by experience to be a fair investment
of capital,
and that labour of this-description
is well paid; for we find xfi6re
applicants than offices in almost every branch of administration,
even
in countries where ofliees are unnecessarily
multiplied.
The industry productive
of immaterial
products will be found to
go through exactly the same process, as, in the analysis made in the
beginning of this work, we have sho_i-n to be followed _ industry
m general.
This may be illustrated
by an example.
Befi_re an
¢,rdinary song can be executed, the arts of the composer,and
the
practical musician must have been regular and distinct callings ; and
the best mode of acquMng skill in them must haw been discovered ;
this is the department
of the man of science, or theorist] The application of this mode and of this art, has been left to the composer and
singer, who have calculated, the one in composing his tune, the others
in the execution of it, that it would aflbrd a pleasure, to which the
audience-would
attach some value or other.
Finally, the execution
is the concluding operation of industrv.
There are, however, some immaterial
pr9ducts, with respect to
_vhich the two first operations are so extremely trifling, that one may
almost account them as nothing.
Of this description is the service
of a menial domestic.
The art of service is little or nothing, and
the application of that art is made by the employer"
so that nothing
"is left to the servant, but the executive business of service, which is
the last and lowest of industrious operations.
It necessarily follows, that, in this class of industry, and some few
others practised by the lowest ranks of society, that'of the porter fdr
instance, or of the prostitute, &e. &c. : the charge of training being
little or nothing, the j_roducts may be looked upon not on!y as the
fruits of very coarse and primitive industry, but like, vise as products,
to the creation of which capital has contributed
ngthing;
for I can
not think the expense of these agents' subsistence frown irrfaney, till
the age of emancipation "from parental care, can be considered as a
* I will not here anticipate the investi_o'ationof the profits of industry aaadca.
pltal, but confine myself to observe, en passant, that capital is thrown away upon
the physician, and his fees improperly hmited, unless, besides the recompense of
his actual labour and talent, (whmh latter is a natural agent__rr'atuitously given
to him,.) they defray the ilaterest of the "capital expended in his education, and
not the common rate of interest, "butcalculated at the'_te of an anmiity.
-
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capital, the 'interest of"which
is paid by'the subsequent profits.
I
shall give my reasons for this opinio_a when I come to speak of
wages.*
The _pteasures one enjoys at lhe price of any kind of personal exero
tion, are immaterial
products, consumed at the instant of production
by the xnery person'_hat
has created them.
Of 'this description
are
the pleasures
derived fi'om arts studied solelwfor self-_musement.
In learmng music, a man devotes to that study some small capital,
some time and personal labour;
all which t_)gether are the price
paid for the pleasure of singing a new air or taking, part in a concert.
Gaming,
dancing, and fie!d-sports, are labours of the same kind.
The amusement
derived from them is instantly consumed
by the
persons who have performed
them.
When a man executes a painting, or makes any article of smith's or joiner's work for his amusement, he at the same time creates a durable product or value, and
an immatei'ial product, yiz. his personal amusement, t
In speaking of capital; we have seen, that part of it is devoted to
the production
of fnaterial products, and part remain_ wholly unproductive.
_There is also a further part productive of utility or pleasure, which, can, therefore,
be reckoned as a portion neiti]er of the
capital engaged
in the production
of material objects, nor of that
absolutely inactive.
Under this head may be comprised dwellinghouses, furniture
and decorations,
that are an addition to the reere
pleasores of life. The utility the)- affoa,d is an immaterial
product
When a young couple sets up house-keeping
for the first time, the
plate they provide themselves with cannot be considered
as absolutely inactive capital, for it is in constant domestic ose; nor can it
be reckoned as capital engaged in the raising of material products ;
for it leads to the production
of no one object capable of being reserved for future consumptiofi ; neither is it an object of annual con
sumption, for it may last, perhaps, for their joint lives, and be handed
down to their children;
but it is capital productive
of utility and
pleasure.
Indeed, it is so much value accumulated
or in other _'ords
withdrawn
from reproductive
consumption;
consequently,
yielding
neither profit nor interest, but productive,of
some degree of benefil
or utility, which is gradually
consumed and incapable of being realised, yet it is possessed of real and positive value, since it is ocea* The wages of'the mere labourer are limited to the bare necessaries of life,
without which his agency cannot be continued and renewed ; there is no surplus
for _he interest on capital. But the subsistence of his children, until old enough
to earn their livelihood, is comprisedfin the necessaries of the labourer.
_"Aaa indolent and inert people is always little addicted to amusemer/ts result
ing _'rom the exercise of personal faculties. Labour is attended wlth so much
pain to them, as very few pleasures are intense enough to repay. The Turks
thir_k us mad to find pleasure in the _ziolentmotions of the d_nce ; without ze
fleeting, that it causes to us infinitely less fatigue than to themselves. They
prefer pleasures prepared by the fatigue of others. There is, perhaps, as much
industry expended dn pleasures in Turkey as with us ; but it is exerted in genera_
byslaves,
who do notparticipate
intheproctuct.
*
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sionally the object of purchase : as in the instance of the rent of a
house or the hire of furniture, and the_like.
Although it be a sad.mistake of personal interest to vest the smallest particle of capital in/t manner wholly unproductive, it is by no
me,ms so to lay out, in a way productive of utility or amusement, so
much as may.be not disproportionate to the circumstances of the
individual. There is a regular gradation of the ratio of capital so vested by individuals respectively, from the rude furniture of the poor
man's hovel, up to the costly ornaments and dazzling jewels of the
wealthy. When a nation is rich, the pool:'est family in it possesses a
capi'ral of this kind, not indeed of auy great amount, but still enough
tosatisfy moderate and limited, desires. The prevalence of .general
wealth in a community is more strongly indicated by meeting tmiversalh, with some useful and agreeable household conveniences in
the d_rellings of the inferior ranks, than by the splendid palaces and
cz,stly magnificence of a few favourites of fortune, or b.y the casual
display of diamonds and finery we sometimes see brought together
in a large city, where Ihe whole weahh of the place is often exhibitcd at one view, at a fdte or a theatre of pnblic resort; but which,
after all, are a mere trifle, compared with the aggregate value of
tile household articles of a great people.
The component items of a capital producing bare utility or amusement, are liable to wear and tear, though in a very slight degree;
and if that Wear and tear be not made good out of the savings of
aunual revenue, there is a graduatdissipation and reduotion of capital.
This remark may appear trifling ; yet how many people think they
are li_'ing upon their revenue, when the)" are at the same time partiallr cousumin'g their capital ! Suppose, for instance, a man is the
proprietor of the house he lives in ; if the house be calculated to last
100 years, and have cost °0,000 dollars in the building, it costs the
proprietor or his heirs 200 dollars per annum, exclusive of the
interest upon tile original cost, otherwise the whole capital will be
extinguished, or nearly so, by the end of 100 years. The same rea"souing is applicable to every other item of capital devoted to the
production of ut!lity or pleasure ; to a sideboard, a jewel, every .imaginable object, in short, that comes under the same denon_rration.
And, vice vers& when annual revenue, arising from whatever
source, is encroached upon for the purpose of enlarging the capital
deroted to the produehon of useful or agreeable objects, there is an
actual increase of capital and of fortune, though hone ot" revenue.
Capital of this class, like all other capital, without exception, is
lbrmed b_' the partial accumulations of annual products.. There is
no other way of acouirin__ capital, but by personal accumulation, or
by succession to accumulation of others. Wherefore, the reader is
referred on this head to Chap. XI, w_ere I have treated of the accutnulation of capital.
A public edifice, a brid_e, 't htgt_wn_, are savings or accumulations
of revenue, devoted to tile fo,-matlt.n of a capi'tal/whose'returns
ar_,
an immaterial product consumed by the public at large. If the con
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struction
of a bridge, or high,ray,
added to tile purchase
of the
ground it stands "upon, have cost 200,000 dollars, the use the public
makes of it may be estimated t9 cost 10,000 dollars per.annum. _*
There are some immaterial
products, towards which the laiad is a
principal contributor.
Such is the pleasure ddri'ved from a 15ark o7
pleasure-g_arden.
The pleasure is aflbrded by the continual and dai_y
agency of the natural object, and is consumed as fast as produced.
A
ground yielding pleasure must, therefore,
not be confounded with
ground lying waste or in fallow.
Wherein
again appears the analogy of land to capital, of which, as we have seen, some part is producfive of immaterial
products, and some part is altogether inactive.
Gardens and pleasure-grounds
have generally cost some expense
in embellishment_
in which
case, capital and land unite their
agency to yield an immaterial product.
SoI_e pleasure-grounds
yield likewise timber and pasturage : these
are productivd of both classes of products.
The old-fashioned
gardens in France yielded no material product;
those of_aodern
times
are somewhat
improved
in -this particular,
and would be more so,
if culinary herbs and fruit-trees were oftener introduced.
Doubtless,
it would l_e Mrsh to find fault with a proprietor in easy circumstances,
for appropriating
part of his freehold to the mere purpose of amusement. The delightful moments he there passes with his family around
him, the wholesome
exercise
he takes, the spirits he inhales, are
among the most valuable and substantial
blessings of llfe. Bv all
means then let him lay out on the ground as he likes, and give fifll
scope to his taste, or even caprice ; but if caprice caJa be directed to
an useful end, if he can derive profit without abridging enjoyment.
his garden will have additional merit, and present a two-fold source
of delight to the eye of the statesman and the philosopher.
I have seen some few gardens possessed of this double faculty of
production ; whence, although the lime, horse-chestnut
and sycamore
trees, and others of the ornamental
kind, were by na means excluded, any more than the lawns and parterres ; yet at the same time
the fruit-_rees, decked in the bloom of vernal promise, or weighed
down by thematurity
of autumnal wealth, added a variety and richness of colouring to the other local beauties. The advantages
of distance-and
position were attended to without violating the eonvenien'ce of division and inclosure.
The beds and borders, planted
with vegetables, were not provokingly
straight, regular, or uniform,
* If it entail a further charge of 800 dollars for annual repairs and maintenange,_the public'consumption of pleasure or utility may be set down at 10,200
aollars per annum. This is the only way of taki_i_ the account, with a view to
compare the advantage derived by lhe payers of public taxes, with lhe sacrifices
imt_osed on them fi_r the acquisition of such conveniences. In the case put
above, the pubhe will be a framer, if the outlay of 10,_00 dellars have efl_,ctet;
an annual saving in the charge of national production, or, whaf is the same
thing, an ann_ml increase of the ilational 'ffroduct, of still lar_er anaount. In tbe
contrary supposition, the national adn_inistration will have led the nation into
losing concern.
11"
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but, harmonised,with
the,undulations
of'the surface,' and of vegetation
of larger gro_vth ; and the wMks were so disposed- as to serve both
for pleasm'e and cultivation.
I_ver¥ thing _as arranged with a view
to ornament, even to the vihe-trelli_ed
well for filling the watering
pots. The whole, in short, x_'as so ordered, as if designed to impress
the conviction, that utility m_d beauty are by no memos incompatible,
and that pleasure may grow up by the side'of wealth.
A whole country may, in like manner, g'row rich even upon its
ornamental
possessions.
Were trees planted whero_:er they eould
thrive without injury to other produets,_
besides the accession
of
beauty and salubrity, and the additional
m_i_ture attracted
by the
multiplication
of timber-trees;
the value of the timber alone would,
in a country of nmeh extent, amount to something considerable.
There is this advantage, in the cultivation of timber-trees,
that they
require
no human industry beyond" }.he first planting, after which
nature is the sole agent of their production.
But it is not,e_nough
merely to plant, we must cheek the desire of cutting down, until the
weak and slender stalk, gradually imbibing the juices of the earth and
atmosphere,
shall, witho.ut the "hand of cultivation,
have acquired
bulk and solidity, and spread its lofty fcliage to the heavens.'{"
The
best that man can do for it is, to fm_et it for some years: and even
where it yields no annual product, it will recompense his forbearance
when arrived at maturity, by an ample sutgdy of firing, and of tim.
ber for the carpenter,
the joiner, and the wheel-wright.
In all ages, the love of trees and their cultivation has been strongly
recommended
bv the best writers.
The' historian of Cyrus records,
among his chief titles to renown,
the merit of having planted all
Asia Minor.
In the United States, upon the birth of a daughter, the
cultivator
plants a little wood, to gr.ow up with he_, and to be her
portion -on the day of marriage. (1) Sully, whose views of policy
were extremely
enlightened,
enriched
most of the provinces
.of
Fr,mce with the plantation
he directed.
I have seen several, to
which public gratitude
still affixes his name; and the}, remind me
of the saying of Addison, who was wont to exclaim, whenerer
he
saw a plantation, "A useful man has passed this way."
* In many countries, an exaggerated notion seems to prevail, of the damage
done by t,mber-trees, to other products of the soil; yet it should seem, that _hey
rather enhance than diminish the revenue of" the landholder; for we find those
countries most productive, that are the best clothed with timber: witness_'or.
mandy, England, Bel#um and Lombardy.
t The leaves of' trees absorb the carbonic-acid gas floating in the atmosphere
we breathe, and which is so injurious to respiration. When this gas is su!_ra0undant, it brings on asph_txia, and occasions death. On the contrary, vegetation iner6ases the proportioii of 'oxygen, which is the gas mo_ favourable to respiration and to health.
Ceteris paribus, those towns are the healthiest, which
have the most open spades ebvered w_th trees. It would be welt to plant alj
ant spacious quays.
(1) The American Cultivator might be said, with much greater semblance of
trnth, on the birth of a daughter, to cut down "a little wood," instead of plant
_g one
AHEaIo_ EDIT'o_.
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As yet we'have been taken up with the eonsideration_gf
the agents
e_ential to production ; withotit whose" agency mankind _'ould have
no other subsistence or_enjoymeln,
than the scanty and limited sup<
uly that nature aflbrds spontaneously.
We .first investigated
the
mode in which these agents, each" ill its resIlective'department,
and
all in "concert, co-operate
in the work of production,
and ha*e aftetk
wards examined in detail the indivi_tual action of each, for the further_eludidation
(if the subject.
We mu'st now proceed to examine
the intrinsic and aeeidenta|
causes, which act upon production, and
clog or facilitate the exertion of productive
agents.

CHAPTER
OF THE

RIG'HT

OF

XIV.
PROPERTY.

IT is the province of speculative
philosophy to trace the origin of
the right of property;
of legislation to regulate its transfer ; and of
olilical science to devise the shrest means of protecting
that right.
olitical economy recognises
the right of property solely as the most
powerful of all encouragements
to the multiplication
of wealth, and
is satisfied with its actual stability, wifltout inquiring about its origin
or its safeguards.
In fact, the legal inviolability of property is obviously a mere mockery, where the sovereign power is unable to make
the laws respected, where it either practises
robbery itself,* or is
impotent to repress it in others: or where possession is rendered
perpetually
insecure, by the'intricacy
of legislative enactments,
and
the subtleties of technical nicety. Nor can property be said to exit,
where it is not matter of reality as well as of right. Then, and then
only, can the sources of production, namely, land, capital, and industry, att.ain their utmost degree of fecundity. _(1)
* The strength of aa individual is so little, when opposed to .that of the _-overnment he lives under, that the subject can have no security against the exactit)ns and abuses of authority, except m those countries where the guardmnshtp
of the laws is entrusted to the all-searching vigilance of a.free press, and their
violation checked by an efficient national representation.
(1) Although, according to our author, it is the province of speculative philosophy to trace the origin of property, the existence of which, in_ll pohtico-economical iSqu]ries, is assumed as the foundatidn of national wealth, it may not here be
improper to introduce a few observations on the Right _fProperty, illustrating
its historical origin, and pointing out its true charactex. _Iost writers on natural law, among whom may be named Grottos, Puffendorff, Barbeyrac, and Locke.
a_cribe, m general, the origin of property to priority of occupancy, and have muc_
perplexed themselves m attempting to prove how this act should give an exclusive right of individual enjoyment "to what was previously held in comm6n
Blackstvne, although he does not enter into the dispute zibout the manner, as haw
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been remarked, in which occupancy conveys a right of property, expresses no
doubt about its havm_ this effectj independent of posltrce inst_tuti_ns., Later writers on jurisprudence
have adopted uther theories on the subjedt of property, which beifig altogether unsatisfactory, we will not notice, except to remark
that the most refined and ingenious speculations, although equally inconclusive,
respecting
the nature an_ origin of property, are those of Lord Kames, in the
Essay on Property, in his Hlstormal Law Tracts.
DUOALB
STE_'ART,
however, is the first inquirer who has taught us to think
and reason with accuracy on this subject, and it }s _o his observations on tbe
Rieht qfProperty
contained in the supplement to the chapter, "OfJu_iOe,"
in
his work on the "Phdosophy
of the Active and Moral Powers of Man," that we
must refbr the reader who "is desirous of possessing jost and unanswerable arguments for the true foundations on which property rests.
We must here content
oursebces with extracting a few passages, which will exhibit this illustrious philosopher's views of the origin of the acquisition 6f property, which'he traces to
two distract sources.
"It is necessary," says Stewart, " to distinguish carefillly the complete right
of property, whmh is fbimticd on labour, from the transient rTght of possession
whmh is acquired by mere priority of occupancy ; thus, before the appropriation
of land, if any individual bad occupied a .partmular spot, for repose or shade, it
would have been unjust to deprive him of possession of it. This, however, was
only a transient right.
The spot of ground would again become common, the
moment the occupier had }eft it ; that is, the right of possession would remain no
longer than the act of possession.
Cmero illustrate_ this happily by the similitude of a theatre. ' Quemadmodum theatrum, cure commtme sit, recte tureen dici
potast ejus esse cum locum quem quisque occt_parit.'
The general eonclusior_
which I deduce are these :--1, That in every state of society labour, wherever it
is exerted, is understood "to found a right of property.
2. That, according to
natural law, labour is the only original way of acqmring
property.
3. That,
according- to natural law, mere occupancy founds only a right of possession _ and
that, whenever it founds a complete r_ght of property, it owes its lbrce to positlvo
instatutions."
,
After premising these leading" propositions, he proc_eds w;th what he terms a
_light historical sketch of the different systems respectin F the origin of property,_
from which we have only room to colby the following passage, which, however,
contains this eminent author's vmws of the right of property, as recognised
by
the law of nature: and the right of Tro]_ertTj, as created by ttte municipal regulations, and demonstrating the futility of the attempts hitherto made to resolve
all the different phenomena into one general principle.
*' |n such a state of things as that with which we are connected, the right.of
property must be understood to derive its origin i'rom two distinct sources; the
one is, that natural sentiment of the mind which establishes a moral connexion
between labour and an exclusix*e enjoyment of the fruits of it ; the other is the
municipal institutions of the countD- where we live.
These institutions everywhere take rise partly from ideas of natural justice and partly (perhaps chiefly)
from ideas of supposed utility.--t_'6
principles _hich, when properly understood, are, I believe, always in harmony ,with each other, and which it q_ght to
oe the great aim of eve_- le__isIator to reconcile to the utmost of his po_:e'r. "_mong
tho_e questions, however, which fall under the coumzance of positive laws, there
are many on which natural 3ustme is entirely silent, and whmh, of consequencv,
may be discussed on principb.s of _ttility solely.
Such are most of the questions
concerning the regulatmn of the succession to a man's property _it_er b_s death ;
of some of which _t perhaps may be found that the determination
ought to vary
with the circumstances of the society, and which have certainly, in.fact,
been
frequently determined by the caprice of the }e_slator, or by some prin_ipleulti-
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laud, _apital and labour, is the.most powerful inducement to render
them productive?. Or who is dafll enough to doubt, that no one
knows so well_ as the proprietor, how to make thebest use of hie
property?. Yet how often in prhctice is that iflviolability of.property disregarded, Which, in theory, is allowed by all to be so
immensely advantageous ?. How often is it brdken in upon for the
most insignificant purposes; a/ld its violation, that should naturalh"
excite indignation, justified upon the most flimsy pretexts ? So few
persons are there who have a lively sense of any but a direct injury,
or, with the most lively feelings, have firmness enough to act up to
their sentiments! There is no security of property, where a despotic
authority can possess itself of the property of the subject against his
consent. Neither is there such security, where the consent is merely
nominal and delusive. In England, the taxes are imposed by the
national representation; if, then, the minister be in the possession of
an absolute majority, whether by means of ele_ioneering influence,
or bv the over_;helming patronage foolishly placed at his disposal.
taxation would no longer be in reality imposed by the national representatives ; the body bearing that name wotfld, in effect, be the representatives of the minister; and the people of EnglanU would be
forcibly subjected to the severest privations, to further projects that
possibly might be ever)- way injurious to them J*
It is to be observed that the right of property is equally invaded,
by obstructing the free employment of the means of production, as
by violently depriving the proprietor of the product of his land.
capital, or industry: for the right of property, as defined by jurists.
is the right of use or even abuse. Thus, landed property is violated
by arbitrarily prescribing tillage or plantation; or by interdicting
particular modes of cultivation; the property of the capitalist is
violated, by prohibiting particular w_vs of employing it ; for instance,
by interdicting, large purchases of corn, directing all bullion to be
carried to the mint, forbidding the -proprietor to build on his own
soil, or prescribing theform and requisites of the building. It is a
further .viotation of the capitalist's property to prohibit any kind of
industry, or to load it with duties amounting to prohibition, after he
has once embarked his capital in that way. It is manifest, that a
prohibition upon sugar would annihilate most of the capital of the
sugar refiners, vested in furnaces, utensils, &c. &c. _"
The property a man has in his own industry, is violated, whenever
matMyresolvableinto an accidentalassociationof ideas. Indeed,various ease_
may be supposedin which it is not only useful,but necessary,that a rule shoula
be fined; while, at the same time, neitherjustice nor utdity seem to be much
interested in the part,ieular decision."--AMm_rcxr_
E_ivo0a.
* Adam Smith has asserted,that the securityaffordedto propertyby the law._
of Enfflan4has morethan counteracted the repeated _ults and blunders of its
government. It may be doubted,whether he wouldnow adhere to that opinio_
_rIt wouldbe vain to say to him,why'not employyour works in some other
way? Probably,neither the spot nor the worksof a refinerycould be othelwi_e
employedwithoutenormous16ss.
R

he is forbidden the free exercise of his faeutfi_
and talent_, except
insomuch as they-would
inte_'fere with the rights of third parties.
A similar violation is corfimitted when aman's _ahour is put in requisition for one purpose, though designed
by himself for another;
as
when an artisan or tradei" is forced into the military
life, whether
permanently
or merely for the occasion.
I am well aware, that the importance
of maintaining social order,
whereon the security of property depends, lakes wec_dence
of properry itself; for which very reason, nothing short of the necessity of
defending that order from manifest danger carl authorise these or
similar violations of individual right. And this it is which impresses
upon the proprietors
the necessity of r_uiring,
in _he eonstitmion of
the brady politic, some guarantee
or other, that the public service
shall never be made a mask to the passions and ambition of those in
power.
Thus taxation, when not intended as an engine of national depression and misery, must be proved indispensable
to the existence of
social order; every step it takes beyond these ]imits_ ,is an actual
spoliation ; for taxation, even where levied by national consent, is a
violation of property;
since no values can be levied, but upon the
produce of the land, capita], and industry of individuals.
But there are some extremely
rare eases, where interference
between the owner and his property is even beneficial to production
itself.
For example, in all countries that admit the detestable right
of slavery, a right standin_ in hostilitv to all others, it is found expedmnt to hmlt the master s power over his slave. (a) Thus also, if a
* The indastrious faculties are, of all kinds of property, the least questionable ; being derived directly either from nature, or from personal assiduity. The
property m them is of higher pretensions than that of the land, which may
generally be traced up toan act of spoliation ; for it is trardlypossible to show an
instance, in which its ownership has been le_itlmately transmittod from the first
occupancy. It ranks higher than the right of the capitalist a'l_o; for even taking
it for granted, that this latter has been acquired without any spoliation whatever,
and by the gradual accumulations of ages, yet the succession to it could not have
been estabhshed without the aid of le_lslatmn, which aid may have been granted
on conditions. Yet, sacred as the p_roperty in the faculties of industry is, it is
eonsta_ly infringed upon, not only m the flagTant abuse of personal slavery, but
in many other points of more frequent occurrence.
A government _s ffuilty of an invasion upon it, when it appropriates to itself a
particular branch of industry, the business of exchange and brokerage for example ; or when Jt sells the exclusive privilege of conducting it. it is still a greater
violation to authorize a gendarme, commissary of police, or judge, to arrest and
detaiu_individuals at discretion, on the plea of public safety or security to'_e
constituted authorities ; thus depriving the individual of the fair and reasonable
certainty of having his time and faculties at his own disposal, and of being able
to complete what he may begin upon. What robber or despoiler could commit
n more atroemus act of invasion upon the public security, certain as he is of being
_peedfly put down, and counteracted by private as well as public opposition I
.
_a) This is merely an instance of the necessity of counteracting one poison
byanother.
"T.
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society stand in urgent" need of timber for the shipwright or carpenter, it must reconcile _itsetfto st_me regulations respecting the felling
of private woods ;* or the fear of losing the veins of mineral that
inter_ect the soil, may sometimes oblige a government to work the
mines itself. It may be readily conceived, that, evenif there were
no restraints upon mining, want of skill, the impatience of avarice,
or the,insulticierrcy of capital, might induce a proprietor to exhaust
the superficial, which are commonly the poorest loads, and occasion
the los_ of superior depth and quality. (1) Sometimes a vein of
mineral passes through the ground of many proprietors, but is accessible only in one spot. tn this case, the obstinacy of a refractory
proprietor must be disregarded, and the prosecution Qf the works be
compulsory_ though, after all, I will not undertake to alarm, that it
would not be more advisable on the whole to respect his rights, or
that the possession of a few additional mines is not too dearly purchased by this infringement upon the inviolability of property.
. Lastly, public safety sometimes imperiously requires the sacrifice
of private property; but that sacrifice is a violation, notwithstanding
an indeJnnity given in such cases. For the right of property implics
the free disposition of one's own; and its sacrifice, however fully
indemnified, is a forced disposition.
When public authority is not itself a spoliator, it procures to the
nation the greatest of all blessings, protection from spoliation by
others. Without this protection of each individual' by the united
force of the whole community, it is impossible to conceive any considerable development of the productive powers of man, of land, and
of capital ; or even to conceive the existence df capital at all ; for it
is nothing more than accumulated value, operating under the safeguard of atrthoritv.
This is the reason why no nation has ever
arrived at any degree of opulence, that has not been subject to a
regular government.
Civilized nations are indebted to political
organhation for the innumerable and infinitely various productions,
that satisfv their infinite wants, as well as for the fine arts a_ad the
opportunities of leisure that accumulation affords, without which the
* Probably, also, were it not for maritime wars, originating, sometimesm
uuerile vamty,and sometimesin nationalerrors of self-interest,commercewould
be the best purveyorof timberfor shlp-buildirr_.
; so that, in reality, the abuse of
the interference ofpubIicauthority,in respect to the growthof private hmber,is
only a consequenceof a previousabuse ofa more destructiveand less excusable
character.
(1) [If no one knows so well as the proprietor,how to make the best use of
his property, as our author has just remarked, what advantage can res,rlt to
societyfromthe interference,in anycase, pf public authority,with the rights of
individualsin the businessof production. Nothingbut the absolutemaintenance
of the social order shouldever be permitted,for an instant, to violatethe sacred
right of private property. Qmte as specious,though equally unsoundreasons
may be assi_rmed
for imposingrestraints upon a variety of other emp[ovmel_ts
besidesmining.]
AMra_mA._
EDX'TO_
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faculties of the mind could never be cultivated, or man by their
means again the full dignity, whereof his nature is susceptible. •
The poor man, that can call nothing his own, is equally interested
with the rich in upholding the inviolability of property. His personal
services would not be available, without the aid of accumulations
preri6usly made and protected, Every obstruction to, or dissipationl
of these.accumulations, is a material injurz¢ to his means of gaining
a livelihood ; and the ruin and spoliation of the higher is.as'certainly
followed by the misery and degradation of the louver classes. A
confused notion of the advantages of this right of property has been
equally conducive with the personal'interest of the wealthy, to make
all civilized communities pursue and punish every invasion of propetty as a crime. The study of p91itical economy is admirably
calculated to justify and confirm this act of legislation; inasmuch
as it explains why the happy effects, resulting from the right of property, are more striking in proportion as tliat right is well guarded
by political institutions.

CHAPTER XV.
OF THE DEMAND

OR MARKET FOR PRODUCTS.

IT is common to hear adventurers in the different channels of
industry assert, that their difficulty lies not in the production, but in
the disposal of commodities; that products would always be abundant, if there were but a ready demand; or mai'ket for them. Whea
the demand for their commodities is slow, difficult, and productive
of little advantage, they pronounce money to be scarce; the grand
object of their desire is, a consumption brisk enough to quicken sales
and keep up prices. But ask them what peculiar causes and circumstances facilitate the demand for their products, and you will soon
perceive that most of them have extremely vague notions of these
matters; that their observation of facts is imperfect, and their explanation still more so; that they treat doubtful points as matter of
certainty, often pray for what is directly opposite to their interests,
and importunately solicit from authority a protection of the most
mischievous tendency.
To enable us to form clear and correct practical notions in regard
to markets for the products of industry, we must carefully analyse
the best established and most certain facts, and apply to them the
references we have already deduced from a similar way of-proceeding ; and thus perhaps we may arrive at new and important truths,
that may serve to enlighten the views of the agents of industry, and
to give confidence to the me'asure_of governments anxious to afford
:hem encouragement.
_
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A man who _pplies' his labour to the investing of objects with
value by the ci'eation_of utility of.some sort, can'not expect such a
value to be appreciated and paid for, nnle_s where ethel" men have
the means 6fpurehasing it. _Now, of what_do these means consist?
Of other values of other products, likewise the fruits of iMustry,
capital, and land. Which leads us to a conclusion that may at first
sight appear paradoxical, nan_ely, that it is production which opens
a demand for products.
Should a tradesman say, "I do not want other products for my
woollens, I want money," there could be little dilficulty in convincing him that his customers could not pay him in money, without
having first procured it by the sale of seine other commodities of
their own.
Yonder farmer,
he ma be told, will bu) )our
woollens, if his crops be good, and wilt buy more or less according
to their abundance or scantiness ; he can buy none at all, if his crops
fail altogether.
Neither can you buy his wool nor his corn yourself,
unless you contrive to get woollens or some other article to buy
withal. You say, you only want money; I say, you want other
commodities, and not money. For what, in point of fact, do you
want the money? Is it not for the purchase of raw materials or
stock for your trade, or victuals for your support ?* Wherefore, it
is products that you want, and not money. The sil'ver coin you
will have received on the sale of your own products, and given in
the purchase of those of-other people, will the next moment execute
the same office between other contracting parties, and so from one
to another to infinity; just as a public vehicle successively transports
objects one after another. If you can not find a ready sale for )'our
commodity, will you say, it is merely for want of a vehicle to transport it ? For, after all, money is but the agent of the transfer of
values. Its whole utility has consisted in conveying to your hands
the value of the commodities, which your customer has sold,for the
purpose of buying again from you ; and the very next purchase you
make, it will a_ain convey to "a third person the value of the products you may_nave sold to others. So that you will have bought,
and every body must buy, the objects of want or desire, each with
the value of his respective products transformed into money for the
moment only. Otherwise, how could it be possible that there
should now be bought and sold in France five or six times as many
commodities, as in the miserable reign of Charles _,rI.? Is it not
obvious, that five or six times as many commodities must have
been produced, and that they must have'served to purchase one or
the other ?"
Thus, to say that sales are dull, owing to the scarcity of money,
is to mistake/he means for the cause; an error that proceeds from
the circumstance, that almost all produce is in the first instance
* Even when moneyis obtained with a view to hoardor bury it, the ultimate
obiect is aiwa:_sto employit in a purchaseof somekind. The heir of the lucky
finder uses it in that way',if the miser do not; for money,as money,has noothe_
use than to buy with.
12

184

ON PRODUCTION.

B_

L

exchanged
for money, before it is ultimately converted
into other
produce:
and the comhaodity, which recurs so repeatedly
in use,
appears to vul_ar apprehensions
the most important of commodities,
andthe
end and object of all tran_ctions,
_hereas
it is o_aly the
medium.
Sales cannot be said.to be dull because money is' scarce,
'but because other products are so. There is always money enough
to conduct the circulation
a_d mutual interchange
of other values,
when those values really exist. Should the increase of traffic require
more money to facilitate it, the want is easily supplied, andis
a
strong ;ndication of prosperitv--a
proof that a great abundance of
_alues has been created, which it is wished to exchange for other
- values.
In ,such cases, rrmrchants
know well enough how to find
substitutes
for the produet serving as the medium of exchange or
mone)r: * and money itself soon pours in, for tliis reason, that all
produce naturally gravitates to that place where ii is-most in demand.
It is a good sign when tl_e business is too _reat for the money ; just
in the same way as it is a good sign when the goods are too plentiful
for the warehou_s.
When a s/_perabundant
article can find no vent, the scarcity of
money has so little to do with the obstruction of its_sale_ that the
sellers would gladly receive its value in goods for their own consumption at the current price of the day: they would not ask for
money, or have any occasion
for that product, since the only use
they could make of it would be to convert it forthwith into articles
of their own e.ousumption, t
This observation
is applicable to all cases, where there is a supply
of commodities or of services in the mai'ket. They will universally
find the most extensive demand in those places, where the most of
values are produced ; because in no other places are the sole means
of purchase created, that is, values.
Money performs but a momentarv fimetion in this double exchange;
and when the _ransaction is
finally closed, it will always be foond, that one kind of commodity
has been exchanged for another.
It is worth while to remark, that a product is no sooner created,
than it, from that instant, aflbrds a market for other products to the
full extent of its own value. When the producer has put the finishing
hand to his product,'he
is most an-xious to sell it immediately,
lest
its value should diminish in his hands.
Nor is he less anxious to
dispose of the money he may ,get for it ; for the value _of money is
also perishable.
But the only.way
of getting rid of money is in
the purchase of some product or'othel_
Thus, the mere dircum• By hills at sight, or after date, bank.notes, running-credits, write-ot_s, &e.
_tsat l_ondon and Amsterdam.
speak here of their a__m'e_o'ate
eonsumptlon, whether unproductive nnd des_'ned to _,_tisfythe personal wants of themselves and their families, or expen_ed
in the sustenance of reproductive industry. The woollen or cotton manufacturer
operates a two-fold consumption of wool and ei_tton: 1. For hts per-onal wear.
2. For the supply of" his manufaettlro ; but, be the purpose of his consumption
what it may, whether personal gratification or reproduction; he must needs buy
vhat he consumes with what he produces.
s
I
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stance of (he creation of one product immediately
opens a vent for
other products.
For this reason, a good harvest is favourable,
not only to the
a_riculturist,
bat ]ikewiseto the dealers in all commodities.generally.
Tile greater the" crop, the larger are the purchases of the growers.
A bad harvest, on the contrary,
hurts the sale of commodities
at
large. And so it is also with the products of manufacture
and commerce.
The success of one branch of connneree
supplies more
ample.means
_,f purchase,
and consequently
opens a market for the
products of all the other branches;
on the other hand, the stagnation
of one channel of manufacture,
or of commerce,
is felt in all the
rest.
But it may be asked, if this be so, how does it happen, that there
is at times so great a glut of commodities in the market, and so r_ch
difficulty in findin_ a vent for them ? Why.cannot
one of these superabundant commodities
be exchanged for another ? I answer that the
glut of a.particular
commodity arises from its having outrun the total
demand for it in one or two ways ; either because it has been produced in excessive
abundance, or because the production of other
commodities
has fallen short.
It is because the production
of some commodities
has declined,
that other commodities are superabundant.
To use a more hackneyed
phrase, people have bought less, because they have made less profit ;*
and they have made less profit for one or two causes; either they have
found difficulties in the employment
of their productive means, or
these means have ,them_etves been deficient.
It is observable, moreover, that precisely at the same time that one
commodity makes a loss, another commodity is making excessive
profit, t And, since such profits must operate as a powerful stimulus
to the cultivation
of that particular
kind of products,
there must
needs be some violent means, or some extraordinary
cause, a political or natural convulsion, or the avarice or ignorance of authority, to
perpetuate this scarcity on the one hand, and consequent glut on the
other. No sooner is the cause of this political disease removed, than
the means of production
feel a natural impulse towards the vacant
channels,
the replenishment
of which restores
activity
to all the
others.
One kind of production
would seldom outstrip every other,
and its products
be disproportionately
cheapened,
were production
left entirely free._
* Individual profits must, in every description of production, from the general
merchant to the common artisan, be derived from the participation in the value_
produced. The ratio of that participation will form the galbjeetof Book II., infrd.
JfThe reader may easily apply these maxims to any time or country he is acquainted with. We have ha(t a striking instance in France during the years
1811, 1S12, and 1813; when the high prices of colonial produce of wheat, and
other articles, went hand-in-hand with the low price of many others that could
find no advantageous market.
I These considerations have hitherto been almost whollyoverlooked, though
fdrming the basis of correct eouctusions in matters of commerce, and of its regulation bT the national authority. The right course where it has, by good htak
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Should a producer imagine;,thar
many other classes, yielding no
material products, are his customers and consumersequatly
with the
classes that raise themselves a product of their own ; as, tbr example,
_public functionaries, physicians, lawyers, churchmen,
&c., and thence
infer, that there is a class of demand, other than, that of the actual
roducers, he would but expose the shallowness and superficiality of
s ideas.
A priest goes to a shop to buy a gown or a surplice;
he
takes the value, that is to make 'the purcfaase, in the form of money.
Whence had he that money?
From some tax-gatherer
who has
taken it from a tax-payer.
But whence did this latter derive it ?
From the value he has himself produced.
This value, first produced
by the tax-payer, and afterwards
turned into money, and gi_'en to
the priest for his salary, has enabled him to make the purchase.
The priest stands in the place of the producer, who might himself.
been pursued, appears to have been selected by accident, or, at most, by a confused idea of its propriety, without either self-conviction, or the abihty to convince other people.
8ismondi, who seems not to have very well understood the principles laid down
in this and the three first chapters of Book IL of this work, instances the immense quantity of manufactured products with which England has of late inundated the markets of other nations, as a proof, that it is impossible for industry
to be too productive. (Nouv. Prin. liv. iv. c. 4.) But the glut thus occasioned
proves nothing more than the feebleness of production in those countries that
haw been thus glutted with Enghsh manufactures. Did Brazil produce wherewithal to purchase the English goods exported thither, those goods would not
glut her market. Were England to admit the import of the products of the
United States, she would find a better market for her own in those States. The
English government, by the exorbitance of its taxation upon import and consumption, virtually interdicts to its subjects many kinds of importation, thus obIiging
the merchant to offer to foreign countries a higher price for those articles, whose
import is practicable, as sugar, coffee, gold, silver, &c. for the price of the precious
metals to them is enhanced by the low price of their commodities, which accounts
for the ruinous returns of their commerce.
I would not be understood to maintain in this chapter, that one product can not
be raised in toogreat abundance, in relation to all others ; hut merely that nothing
is more favoL_rableto the demand of one product, than the supply of another; that
the _mport of-English manufactures into Brazil would cease to be excessive and
be rapidly absorbed, did Brazil produce on her side returns sufficiently ample;
to which end it would be.necessary that the legislative bodies of either country
should consent, the one to free production, the other to free importation. In
Brazil every thing is grasped by monopoly, and property is not exempt from the
invasion of'tl_e government. In England, the heavy duties are a serious obstruction to the foreign commerce of the nation, inasmuch as they circumscribe the
choice of returns. I happen myself to know of a most valuable and scientific
collection of natural history, which could not be imported from Brazil into England by reason of the exorbitant duties. (a)
(a) The views of 8ismondi, in this particular, have been since adopted by our
own Malthus, and those of our author by Ricardo. This difference-of opinion
has given rise to an interesting discussion between our author and Malthus, to
whom he has recently addressed a correspondence on this and other parts of the
science. Were any thing wanting to confirm the arguments of this chapter, it
would be supplied by a reference to his Lettre 1, d M. Malthus. Sismondi has
vainly attempted to answer Hicardo, but has made no mention of his original
antagonist. Vide Aunales de legislation, No. 1. art. 8. Geneve, 1820. .T.
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have laid the value of his product on his own account, in the purchase, perhaps, not of a gown or surpliqe, but of some other more
serviceable
product. The consumption
of the particular
product, the
gown or surplice, has-but supplanted that of some other product.
]t
is quite impossible that the purchase of one product can be aiibcted,
otherwise than by the value of another._
From this important truth may be deduced the following important
conclusions "-1. That, in every community
the more numerous
are the producers, and the more various their productions,
the more prompt.
numerous, and extensive are the markets for those productions ; and,
by a natural cow,sequence, the more profitable are they to the producers ; for price rises with the demand. But this advantage
is to be
derived from realproduction
alone, and not from a forced circulation
of products ; for a value once created is not augmented in its passage
from one hand to another, nor by being seized and expended by the
government,
instead of by an individual.
The man, that lives upon
the productions
of other people, originates no demand for those productions;
he merely puts himself in the place of the p_roducer, to
the great injury, of production, as we shall presently see.
2. That each individual is interested in the general prosperity of
all, and that the success of one branch of industry promotes that of
all the others.
In fact, whatever profession or'line
of business a
man may devote himself to, he is the better paid and the more
readily finds employment,
in proportion
as he sees others thriving
equally around him.
A man of talent, that scarcely vegetates in a
retrograde
stote of society, would find a thousand ways of turning
his faculties to accouut in a thriving community that couM aflbrd to
employ and reward his ability.
A merchant
established in a rich
and populous town, sells to a much larger amount than one who sets
up in a poor district, with a population sunk in indolence and apathy.
What could an active manufacturer,
or an intelligent merchant, do
in a small deserted and semi-barbarous
town in a remote corner of
Poland or Westphalia ?. Though in no fear of a competitor, he could
sell but little, because little was produced ; whilst at Paris, Amsterdam, or London, in spite of the competition of a hundred dealers in
his own line, he might do business on the largest scale. The reason
is obvious : he is surrounded with people who produce largely in an
infinity of ways, and who make purchases,
each with his respective
products,
that is to say, with the money arising from the sale of
what he may have produced.
This is the true source of the gains made by the towns' people out
of the country peop]o, and again by the latter out of the former; both
* The capitalist, in spend in_ the interest of his capital, spends his portion of the
products raised by the emp]byment of that 'capital. The general rules that. regulate the ratio he receives will be investigated in Book II., infr¢',. Should he ever
spend the principal still he consumes products only ; for capital consists of products, devoted indeed to reproductive, but susceptible of unproductive eonsump.
tion ; to which it is in fact consigned whenever it is wasted or dilapidated.
12"
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•of thenl have wbere_ith
to buy more largely,_the
more amply they
themselves produce.,
A city, standing in the centre of a rich surrounding
country, feels no want of rich and numerous customers;
and, on the other hand, the vicinity of an opulent _ity-gives
additional value to the produce of the c_untry.
_'he division of nations
into agricultural,
manufacturing,
and commercial,
is idle enough.
For the success of a people in agriculture
is a stimulus to its manufacturing and commercial
prosperity;
and the flourishing condition
of its manufacture
and commerce reflects a benefit upon its agriculture also. _
The position of a nation, in respect of its neighbours,
is analogous
to the relation of one of its provinces to the others, or of the country
to the town ; it has an interest in their prosperitv,_, being sure to profit
by their opulence.
The government
of the Umted States, therefore,
acted mo_t wisely, in their attempt, about the year 1802, to civilize
their savage neighbours,
the (reek
Indians.
The design was to
introduce habits of industry amongst them, and make them producers
capable of carrying
on a barter trade with the States of the Union;
for there is nothing to be got by dealing with a people that have
nothing to pay.
It is useful and honourable to mankind, that one
nation among so many should conduct itself uniformly upon liberal
principles.
The brilliant results of this enlightened policy will demonstrate, that the systems and theories really destructive
and fallacious, are the exclusive and jealous maxims acted upon by the old
European governments,
and by them most impudently styled practical truths, for no other reason, as it would seem, than because they
have the misfortune
to put them in practice.
The United States
wi]_ have the horiour of proving experimentally,
that true policy goes
hand-in-hand
with moderation
and humanity, t
• A productive establishment on a large scale is sure to animate the indust+
of the whole neighbourhood. "In Mexico," says Humboldt, "the best ctrltirated tract, and that which brings to the recollection of the traveller the most
beautififl part of French scenery, is the level country extending from Salamanca
as far as 8ilao, Gua_axuato, and ¥illa de Leon, and encircling the richest mines
of the known world. Wherever the veins of precious metal have been discovered
and worked, even in the most desert part of the Cordilleras, and in the most
barren and insulated spots, the working of the mines, instead of interrupting the
brininess of superficial cultivation, has given it more than usual activity. The
opening of a considerable vein is sure to be followed by the immediate erection
of a town ; farming concerns are estabhshed in the vicinity; and the spot so lately
insulated in the midst of wild and desert mountains, is soon brought into contact
with the traets before in tillage." Essai pol. sur. la Nouv. Espagne.
It is only by the recent advances of political economy, that these most
important truths have been made manifest, not to vulgar apprehension alone, but
even to the most distin_maishedand enlightened observers. We read in Voltaire
that "such is the lot of humanity, that the patriotic desire for one's country's
grandeur, is but a wish for the humihation of one's neighbours;
that it is
clearly, impossible
....for one country to gain, except b'¢ the loss of another" (/h,t.
Phd. Art. Patr*e.) By a continuation of the same false reasoning, he _'oes on to
declare, that a thorough citizen of the world cannot wish his country to be
greater or less, richer or poorer. It is true, that he would not desire her to extend
the limits of her domimon, because, in so doing, she might endanger her o_vn

C_-,_. XV.

ON PRODUCTION.

139

8. From this tru(tful-principle,
we may draw this further conclusion, that it is no injury, to the internal or national ifldustry and production to buy and" import commodities
from abroad;
for nothing
can be bought from strangers, except with native products, which
find a vent in this external traffic.
Should it be objected, that this
foreign produce may have been bought with specie, I answer, specie
s not always a native product, but must have been bought itself
with the products
of native industry ; so thal, whether the foreign
articles be paid for in specie or In home products, tile vent for
national industry is the same in both cases.*
4. The same_principle
leads to the conclusion, that the encouragement of mere consumption
is no benefit to commerce ; for the diffieultv lies in supplying the means, not in stimulating
the desire of
consumption;
and we have seen that production
alone, furnishes
those means.
Thus, it is the aim of good government to stimulate
production, of bad government
to encourage
6onsumption.
For the same reason that the creation
of a new product is the
opening of a new market for other products, the consumption
or
destruction of a prod.uct is the stoppage of a vent for them.
This is
no evil where, the end of the product has been answered
by its
destruction,
which end is the satisfying of some human want, or the
creation
of some new product
designed for such a satisfaction.
Indeed, if the nation be in a thriving condition, the gross national
re-production
exceeds the gross consumption.
The consumed
produets have fulfilled their office, as it is natural and fitting they should ;
the consumption,
however, has opened no new market, but just the
reverse.JHaving once arrived at the clear conviction, that the general demand for products is brisk in proportion
to the activity of production,
we need not trouble ourselves much to inquire towards what channel of industry production
may be most advantageously
directed
The products created give rise to various degrees of demand, accord
ing to the wants, the manners, the comparative
capital, industry, and
well-being ; but he will desire her to progress in wealth, for her progressive
prosperity promotes that &all other nations.
* This effect has been sensibly experienced in Brazil of late years. The large
imports of European commodities, which the freedom of nawgation directed to
the markets of Brazil, has been so favourable to its native productions and
commerce, that Brazilian pro(Jucts never found so good a sale. So there is an
instance of a national benefif arising from importation. By the way, it might
have perhaps been better for Brazil if the prices of her products and the profits
of her producers had risen more slowly and. gradually; for exorbitant prices
never lead to the establishment of a permanent commercial intercourse ; it is
better to gain by the multiplication of one's own products than by their incxeased
price.
If the barren consumption of a product be of"itself adverse to re-production,
and a diminution pro tanto of the existing demand or vent for produce, how shall
we designate that degree of insanity, which would induce a government deliberately to burn a_d destroy the imports of foreign products, and thus to annihilate
the sole advantage accruing from unproductive consumption, that is to _v the
gratification of the wants of the consumer _
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natural resources of each country; the article most in request,
owing to the competkien of btJyers, yields the best interest of money
to the capitalist, the largest profit_ to the adventurer, and the best
wages to the labourer; and the agency of their respe(_tive services
is naturally attracted by these advantages towards those particular
channels.
In a community, city, pi'ovince, or nation, that produces abundantly, and adds every moment to the sum of its products, almost all
the branches of commerce, manufacture, and generally of industry,
yield handsome profits, because the demand is great, and because
hlere is always a large quantity of products in the market, ready to
bid ibr new productive services. And, vice v*rsa, wherever, by
reach of the blunders of the nation or its government, production is
stationary, or does not keep pace with consumption, the demand
gradually declines, the value of the product is less than the charges
of its production ; no productive exertion is properly rewarded ; profits and wages decrease; the employment of capital becomes less
advantageous and more hazardous; it is consumed piecemeal, not
through extravagance, but through necessity, and because the sources
of profit are dried up.* The labouring classes experience a want of
work ; Pamilies before in tolerable circumstances, are more cramped
and confined ; and those before in difficulties are left altogether destitute. Depopulation, miscry, and returning barbarism, occupy the
place of abundance and happiness.
Such are the concomitants of declining production, which are
only to be remedied by frugality, intelligence, activity, and freedom.

CHAPTER XVI.
Ut"

THE

BENEFITS

RESULTING
MONEY

FROM
AND

THE

QUICK

CIRCULATION

OF

COMMODITIES.

I1 is common to hear people descant upon the benefits of an active
circulation ; that is to say, of numerous and rapid sales. It is material to appreciate them correctly.
The values engaged in actuai production cannot be realized and
employed in production again, until arrived at the last stage of completion, and sold to the consumer.
The sooner a product is finished
and sold, the sooner also can the portion of capital vested in it be
applied to the business of fresh production.
The capital being
engaged a shorter time, there is less interest payable to the capi* Consumptionof this kind gives no encoura_'ementto future production,but
devours products already in existence. No additionaldemand can be created
until there be new productsraised; there is only an exchange qfone product for
an*'..her. Neither can one branch of industrysuffer without af_ting the rest.
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talist; thero is a saving in the charges of production ; it is, therefore,
an advantage, that the successive .operations performed in the course
of production should be rapidly executed.
By way of illustrating the ettbcts of this activity of circulation, let
us trace them in the instance of a piece of printed calico.'_
A Lisbon trader imports the cotton from Brazil. It is his interest
that his factors in America be expeditious in making purchases and
remitting cargoes, and likewise, that he meet no delay in selling his
cotton to a French merchant ; because he thereby gets his returns
the sooner, and can sooner recommence a new and equally lucrative
operation. So far, it is Portugal that benefits by the increased
activity of circulation; the subseque_ht advantage is on the side of
France.
If tile French merchant keep the Brazil cotton but a short
time in hiswarehouse, before he sells it to the cotton-spinner, if the
spinner after spinning sell it immediately to the weaver, if the
weaver dispose of it forthwith to the calico printer, and he in his turn
sell it without much delay to the retail dealer, from whom it quickly
passes to the consumer, this rapid circulation will have occupied for
a shorter period the capital embarked by these respective producers ;
less interest of capital will have been incurred; consequently the
prime cost of the article will be lower, and the capital will have been
the sooner disengaged and applicable to fresh operations.
All these different purchases and sales, with many others that, for
brevity's sake, I have not noticed, were indispensable before the
Brazil cotton could be worn in the shape of printed calicoes. They.
are so many productive fashions given to this product ; and the more
rapidly they may have been given, the more benefit will have been
derived from the production. But, if the same commodity be merely
sold several times over in a year in the same place, without undergoing any fresh modification, this circulation would be a loss instead
of a gain, and would increase instead of reducing the prime cost to
the consumer. A capital must be employed in buying and re-selling,
and interest paid for its use, to say nothing of the probable wear
and tear of the commodity.
Thus, jobbing in merchandise necessarily causes a loss, either to
the jobber, if the price be not raised by the transaction, or to the
consumer,' if it be raised.t
The activity of circulation i_ at the utmost pitch to which it can
be carried with advantage, when the product passes into the hands
* The term circulation,as well as many others employed in the scienceof
political economy,is daily made use of at random,even by personsthat pride
themselves upon their precision. "The more equally circulation is diffused,"
says La Harpe, in one of his works,"the less indigence is to be foundin the
community." With great deference to the learned academician,what possible
meaning can the word circulationhave in this passage?
_-The trade of speculation,as we have beforeobserved,(su/vrtt,Chap.IX.) i_
sometimes,of use in withdrawingan article from circulation,whenits price t_
so low as_ discouragethe producer,and restoring it to circulation,when tha*_
price is unnaturallyraised upon the consumer.
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of a new productive agent the instant it is fit to receive a new.modification, and is ultimately handed over to the consumer, the instant
it has recei_:ed the Jast finish. All kind of activity, and bustle not
tending to this end, far from giving additional activit'y to circulation,
is an imwdiment to file cour-se of production_an
obstacle to circulation by all means to be avoided.
With respect to the rapidity of production arising from tile more
skilful direction of industry, it is an increase of rapidity not in circulation, but in productive energy. The advantage is analogous ; it
abridges the amount of capital employed
I have made no distinction between the circulation of goods and
of moncy, because there really is none. While a sum of money lies
idle in a merchant's coffers, it is an inactive portion of Iris capital,
precisely of the same nature as that part of his capital which is
lying in his warehouse in the shape of goods ready for sale.
The best stimulus of useful circulation is, the natural wish of all
classes, especially the producers themselves, to incur the least possible amount of interest upon the capital embarked in their respective
undertakings.
Circulation is much more apt to be interrupted by
the obstacles thrown in its way, than by the want of proper encouragement. Its greatest obstructions.. are, wars, em'bargoes, oppressive
dtrties, the dangers and dttIicultles vf transportation.
It flags in
times of alarm and uncertainty, when social order is threatene_ and
all undertakings are hazardous. It flags, too, under the general dread
of arbitrary exactions, when every one tries to conceal the extent of
his ability. Finally, it flags in times of jobbing and speculation,
when tile sudden fluctuations caused by gambling in produce, make
people look for a profit from every variation of mere relative price:
goods are then held back in expectation of a rise, and money in the
prospect of a fall ; and, in the interim, both these capitals remai.n
reactive and useless to production.
Under such circumstances,
there is no circulation, but of such products as cannot be kept without danger of deterioration; as fruits, vegetables, _rain, and all articles that spoil in the keeping. With regard to them, it is thought
wiser to incur the loss of present sale, whatever it be, than to risk
considerable or total loss. If the national money be deteriorated, it
becomes an object to get rid of it in any way, and exchange it for
commodities. This was one of the causes of the prodigious circulation that took place during the progressive depreciation of the
French assignats. Everybody was anxious to find some employment for a paper currency, whose value was hourly depreciating ; it
was only taken to be re-invested immediately, and one might have
supposed it burnt the fingers it passed through.
On that occasion,
men plunged into business, of which they were utterly iffnorant:
manufaclures were established, houses repaired and (urn'ished, no
expense was spared even in pleasure; until at length all the valuo
each individual possessed in assignats was finally consumed, invest
ed or lost altogether.
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XVII.

REGULATIONS

INTENDED

TO

INFLUEN_I

PRODUCTION.

STRICTLY speaking, there is no act of government
but what has
some influence
upon production.
I shall confine myself in this
chapter to such as are avowedly aimed at the exertion of such influence; reserving the effects of the monetary system, of loans, and
of taxes, to be treated of in distinct chapters.
The object of governments,
in their attempts to influence production, is, either to prescrihe the raising of particular
kinds of produce
which they judge more advantageous
than others, or to prescribe
methods of production,
which
they imagine preferable
to other
methods.
The effects of this two-fold attempt upon national wealth
will be investigated in the two first sections of this chapter ; in the
remaininc, two, I shall appl the same principles to the particular
cases of i_rivileged compani_,
and of tile corn-trade,
both on account
of their vast importance,
and for the purpose of further explaining
and illustrating
the principles.
We shall see, by the way. what
reasons and circumstances
will require or justify a deviation from
general principles.
The grand mischiefs of authoritative
interference
rOeeed not from occasional
exceptions to established
maxnns, but
om false ideas of the nature of things, and the false maxims built
upon them.
It is then that mischief is done by wholesale, and evil
pursued upon system;
for it is well to beware, that no set of men
are more bigoted to system, than those who boast that they go upon
none.*
SECTm_I.
Effect of Regulations prescribing the Nature of Products.
The natural wants of society, and its circumstances
for the time
being, occasion a more or less lively demand for particular kinds of
products.
Consequently,
in these branches of production,
productive services are somewhat better paid than in the rest; that is to say,
the profits upon ]and, capital and labour, devoted to those branches
of production,
are somewhat larger. This additional profit naturally
* The greatest sticklers for adhering to practical notions, set out with the
assertion of general principles: they begin, for instance, with saying, that no
one can dispute the position, that one individual can gain only what another
loses, and one nation profit only by the sacrifices of another. %Vhatis this but
system _. and one so unsound, that its abettors, instead of possessing more practical knowledge than other people, show their utter ignorance of many thcts, the
acquaintance with which is indispensable to the formation of a correct judgment
No man, who understands the real nature of production, and sees how new wealth
may be, and is daily created, would attempt to advance so gross an absurdity
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attracts producers, arid thus the nature of the products is always
regulated by the wants of society. We have seen in a preceding
chapter (XV.,) that these wants are more ample in proportion to the
_um of gross production, and that society in the aggregate is a larger
purchaser, in proportion to its means of purchasing.
When authority throws itself in the way of this natural course of
Lhin,,s,and says, the _roduct you are about to create, that which
yields the greatest profit, and is consequently the most in request, is
by no means the most suitable to your circumstances, you must
ut,dertake some other, it evidently directs a portion of tlle productive energies of the nation towards an object of less desire, at the
expense of another of more urgent desire.
In France, about the year 1794, there were some persons persecuted, and even brought'to the scaffold, for having converted cornland into pasturage.
Yet the moment these unhappy people found
it more profitable to feed cattle than to grow corn, one might have
been sure that society stood more in need of cattle than of corn,
and that greater value_could be produced in one way than in the
other.
But, said the public authorities, the value produced is of less
. _mportance than the nature of the product, and we would rather
have you raise 10 dollars worth of grain than 20 dollars worth of
butcher's meat. In this they betrayed their ignorance of this simple _ruth, that the greatest product is always the best ; and that an
estate, which should produce in butcher's meat ,wherewith to purchase twice as much wheat as could have been raised upon it, produces, in reality, twice as much wheat as if it had been sowed with
rain
; since
twice tthe
to bedoes
got not
for its
product.
his way
of wheat
getting to_xheat,_l
hey amount
will tell isyou,
increase
its
total quantitv. True, unless it be introduced from abroad; but
nevertheless,_this article must at the time. be relatively more plentifull than butcher's meat, because the product of two acres of wheat
is given for that of one acre of pasture._ And, if wheat be sufticientlv scarce, and in sufficient request to make tillage more profitable tl{an grazing, legislative interference is superfluous altogether;
for self-interest will make the producor turn his attention to the
former.
The only question then is, which is the most likely to know what
kind of cultivation yields the largest returns, the cultivator or the
governmcn.t_ and we may fairly take it for granted, that the cultivator, residing on the spot, making it the object of constant study
and inquiry, and more interested in success than anybody, is better
informed in this respect than the govenament."
* At the disastrous period in q,mstion,there was no actual want of wheat;
the _rowers merely felt a disinclinationto sell for paper money., Wheat was
_ld forreal value at a very reasonablerate ; and, though a hundred thousand
acres of pasture land had been converted into arable, the disinclinationto
exchange wheat for a discredited paper-moneywould not have been a jot
"_.dueed.
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Should it be insisted upon in argument, that the cultivator
knows
only the price-current
of the day, and does not, like the gove.rnmem.
provide for the future wants of the people, it may be answered,
that
one of tile talents of a producer, and a talent his own interest obliges
him assiduously to cultivate, is not the mere knowledge, but the tbreknowledge,
of human wants. *
An evil of the same description was occasioned,
when, at aimther
period, the proprietors
were compelled
to cultivate
beet-root,
or
woad in lieu of grain:
indeed, we may observe, en passant, that it
is always a bad speculation
to attempt
raising the products
of tl_e
torrid, under tile sun of the temperate
latitudes. The saccharine
and'
colouring juices, raised on the Em'opean soils, with all the forcing m
the world, are very inferior in quantity
and quality to those that
grow in profusion in other climates ;t while, on the other hand, those
soils yield abundance
of grain and fruits too bulky and heavy to be
imported fi'om a distance.
In condemning
our lands to the growth
of products ill suited to them, instead of those they are better ealcnluted for, and, consequently,
buying very dear wl]at we might have
cheap enough, if we would consent to receive them from pla-es
where they are produced
with advantage,
we are ourselves
the
victims of our own absurdity.
It is the very acme of skill, to tm'n
the powers of nature to best account, and the height of madness to
contend against them ; which is in fact wasting part of our strength,
in destroying those powers she designed for our aid.
Again, it is laid down as a maxim, that it is better to buy products
dear, when the price remains in the country, than to get them cheap
from for eign gro='ers.
On this point I must refer my readers to that
analysis of production
which we have just gone through.
It will
there be seen, that products
are not to be ob,'ained without some
sacrificc,--without
tile consumption
of commodities
and productive
services in some ratio or other, the value of which is in this way
as completely lost to the community,
as if it were to be exported._
• Of course, in extraordinary cases, like that of a siege or a blockade, ordinary
rules of conduct must be disregarded. However irksome the necessity, vMent
obstructions to th+ natural course of human affairs must be removed by eounteractin_ v_olence; poison is in dangerous cases resorted to as a medmine ; but these
remedies require extreme care and skill in the application.
3L de Humboldt has remarked, that seven _quare leagues of land in a
tropical climate, can furnish as much sugar as the utmost consumption of France,
in its best days, has ever reqmred.
In the sequel of this chapter, it will be shown, that values exported give
precisely the same encouragement to domestic industry, as if they are consumed
at homo. In the instance just eked, suppose that wine had been grown instead
of the sugar of beet-root, or the blue dye of woad, the domestic and agricultural
industry of the nation would have been quite as much encouraged. And, since
the product would have been more congenial to the climate, the _:ine produced
from tlw same land would have procured a larger quantity of eolomal sugva"
and indigo through the channel of commerce, even if conducted by neutrals or
enenne_. The colonial sugar and indNo would have been equally the product
of our own land, though first assuming the shape of wine ; only the same space
of land would have produced them in superior quantity and quality. And the
encouragement to domestic industry would be the same, or rather would be
1_
T

_"
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I can hardly suppose any government
will be bold enough to
object, that it is indifferent about the profit, which might be derived
from a r_,re advantageous
production,
because it would fall to the
tot of individuals.
The worst governments,
those which set up their
,own interest in the most direct opposition
to that of their subjects,
have by this time learnt, that the revenues of individuals
are the
regenerating
source of public revenue; and that, even under despotic
and military sway, where taxation is mere organized spoliation, the
subjects can pay only what they have themselves
acquired.
The maxims we have been applying to agriculture
are equally
applicable
to manufacture.
Sometimes
a government
entertains a
notion, that the manufacture
of a native raw material is better for
the national industry, than the manufacture
of a foreign raw material
It is in conformity to this notion, that we have seen instances of
preference
given to the woollen and linen above the cotton manufacture.
By this conduct we contrive, as far as in us lies, to limit the
bounty of nature, which pours forth in different climates a variety
of materials adapted to our innumerable
wants.
Whenever
human
efforts succeed in attaching to these gifts of nature a value, that is to
say, a degree of utility, whether by" their import, or by any modification we may subject them to, a useful act is performed,
and an
item added to national wealth.
The sacrifice we make to foreigners
in procuring
the raw material is not a whit more'to be regretted,
than the sacrifice of advances and consumption,
that must be made
in every branch of production,
before we can get a new product.
Pers,nal
interest is, in all cases, the best judge of the extent of the
sacrifice, and of the indemnity we may expect for it ; and, although
this guide may sometimes mislead us, it is the safest in the long-run,
as well as the least costly.*
But personal

interest'is

no longer

a safe criterion,

if individual

greater; because a product of superior value would reward more amply the
agency of the land, capital, and industry, engazed in the production.
"*One is obliged every moment to turn round and combat objections, that
ne_er could have been started, if the science of political economy had-been more
widely diffused. It will here, for instance, in all probability, be saidr--granting
that dm sacrifice made in the purchase of the raw flax for manufacture, and that
made in the t_urchase of cotton, is to the manufacturer or merchazlt equal in the
one case and the other,--still, in the one case, the amou_ of the sacrifice is expended and consumed in the nation itsdf, and conduces to the national advantage ; in the other, the whole advantage goes to the foreign grow.er. I answer,
the advantage goes to the natron in either case; for the foreign raw material,
cotton, cannot be purchased, except with a domestic product, N'hich must be
bought of the national grower before the merchant can go to market : whether
flax or any thin_ else, it must be some value of domestic creation. Why may
he not buy with money _. Money itself must have been originally purchased
with some other product, which must have employed domestic industry, as much
as the growth of flax. Turn it which way you will, it comes to the same thin._
in the end. Wealth can only he acquired by the produclJon of va_ue, or lost
by its consumption ; and, ptjtting absolute robbery out of the question, the whole
consumption of a nation must always be supplied from its internal resources, its
land, capit_l, and industry, even that portion of it which falls upon external
object_
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interests are not left to counteract
and control each other.
If one
individual, or one class, can call in the aid_of authority
to ward off"
the effects of competition, it acquires a privilege.to the prejudice and
at the co_t of the whole community ; it can then make sure of profits
not altogether due to the productive services rendered, but composed
in part of an actual tax upon consumers for its private profit; which
tax it commonly shards with the authority that thus unjustly lends
its support.
The legislative body has great difficulty in resisting the importunate demands for this kind of privileges ; the applicants are tile producers that are to benefit thereby, who can represent,
with much
plausibility, that their own gains are a gain to the industrious classes,
and to the nation at large, their workmen
and themselves
beil}g
members of the industrious classes, and of the nation. _
When the cotton manufacture
was first introduced in France,
all
the merchants
of Amiens, Rheims, Beauvais,
&c. joined in loud
remonstrances,
and represented,
that the industry of these towns
was annihilated.
Yet they do not appear less industrious or rich
than they were fifty years ago; while the opulence of Rouen and
all Normandy
has been wonderfully increased by the new fabric.
The outcry was infinitely greater,
when printed calicoes first
came into fashion ; all the chambers of commerce were up in arms :
meetings, discussions
everywhere
took place: memorials and deputations poured in from every quarter, arid great sums were spent in
the opposition.
Rouen now stood forward to represent
the misery
about to assail her, and painted, in moving colours, "old men,
women, and children, rendered
destitute;
the best cultivated
lands
in the kingdom lying waste, and the whole of a rich and beautiful
province depopulated."
The city of Tours urged the lamentations
of the deputies of the whole kingdom, and foretold "a commotion
that would shake the frame of social order itself."
Lyons could not
view in silence a project "which filled all her manufactories
with
alarm."
Never on so important
an occasion had Paris presented
itself at the foot of a throne, "watered
with the tears of commerce."
Amiens viewed the introduction
of printed calicoes as the gulf that
must inevitably swallow up all the manufactures
of the kingdom.
The memorial of that city, drawn up at a joint meeting of the three
corporations,
and signed unanimously,
ended in these terms : "To
conclude, it is enough for the eternal prohibition of the use of printed
calicoes, that the whole kingdom is chilled with horror at the news
of their proposed toleration.
Kox.populi vox dei."
Hear what Roland de la Platiere, who had the presentation
of
these remonstrances
in quality of inspector-general
of manuth,tures,
says on this subject, "Is there a single individual
at the pre_nt
* No one cries out against them, because very few know r:ho it is that pay_
the _'ains of the monopolist. The real sufferers, tim consumers themselves, ofter.
feel the pres_ure¢without being aware of the cause of it, and are the first m
abuse tl_e enhghtened indiwduals, who are really a,lvocatin_ their interests.
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moment, who is mad en_l_'i;
_m_y, that the fabric of printed calicoes employs an immer_m:hi_,of
hands, what with the dressing
of cotton, the spinning,-_d, dtrg, bleaching, and printing?
This
article has improved the'art-of dying in a law years, more than all
the other manufactures together ,trove done in _t century."
I must beg my
to.:_tm_o
a lItO_
find
reflect, what. firm. readers
.
*_1_ _,
. .
hess and extensive mfo#matio, rem_fi_
_ tources of public prospeaty were necessary to,uptv ana.30_
ait_ml_mlon
against so general
a clamour, supported, amor_. ,'i*e_prineilml agents of authority, by
other motives, besides that of publi_gtili_.
Though governments have too o']_n presumed upon their power
to benefit the general wealth, byprescribing
to agriculture and
manufacture the raising of particular products, they have interfered
much more particularly in the concerns of eommerce, especially of
externa| commerce.
These bad consequences have resulted from a
general system, distinguished by the name of the exclusive or mer.
cantile system, which attributes the profits of a nation to what is
technically called a favourable balance of trade. Before we enter
upon the investigation of the real effect of regulations, intended to
secure to a nation this balance in its favour, it may be as well to
form some notion of what it really is, and what is its professed
object; which I shall attempt in the following
DIGRESSION,
UPON

WHAT

IS

CALLED

THE

BALANCE

OF

TRADE.

The comparison a nation makes between the value of its exports
to, and that of its imports from, foreign countries, forms what is
called the balance of its trade. If it have exported more commodities than it has imported, it is taken for granted that the nation has
to receive the difference in gold and silver ; and the balance of trade
is then said to be in its favour: and when the case is reversed, the
b'alance is said to be against it.
The exclusive system proceeds upon these maxims: 1. That the
commerce of a nation is advantageous, in proportion as its exports
exceed its imports, and as there is a larger cash balance receivable
in specie, or in the precious metals: 2. That by means of dutieS,
prohibitions, and bounties, the government can make that balance
mere in favour of, or less against, the nation.
These two maxims must be analysed minutely in the first place ;
fhen, let us see what is the course of practice.
When a merchant sends goods abroad, he causes them to be there
sold, and receives, by the hands of his foreign correspondents, the
price of his goods, in the money of the country. If he expects to
make a profit upon the return cargo, he causes that priee to be laid
trot in fi_rei_n produce, and remitted home to him. The operation
is with little variation the same, when he begins at the other end;
that is to say, by making purchases abroad, which he pays for by
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remitting
domestic
products
thither
These
operations,
are not
always executed on account
of the same merchant.
"' It sometimes
happens'that
the trader, who undertakes the outward, will not undertake the homeward
adventure.
In that case he draws bills payable
after date, or upon sight, upo,1 h,s ,.orrespondents,
by Whom the
goocls have been sold; thesc bill--',.z .l]s or negotiates, to somebody,
who sends them to the lJlac_ (,ley •
drawn upon, where they are
made use of in the.purchase
of frcods, which the last mentioned person imports himself.*
.In both cases, one value is _..ported, another value is imported in
return ; but we have not to stop to inquire, if any part of the value
either exported
or imported
consisted
of the precious metals.
It
may reasonably
be assumed, that merchants,
when left the free
choice of what goods they will speculate in, will prefer those that
offer the largest profit; that is to say, those which will hear the
greatest
value when they arrive at the place of destination.
For
example, a French
merchant
has consigned brandies to :England,
and has to receive from England for such his consigntnent,
1000L
sterling : he naturally sits down to calculate the difference between
what he will receive, if he import his 1000L in the shape of-the
precious metals, and what he will receive, if he import that sum in
the shape of cotton manufactures, t
• What has been s_/id of one trader, may be said equally of two---three,_m
short, of all the traders m the natron. As tar as concern* the balance of commerce, the operations of the whole will resolve themselves into what I have
just stated. Individual losses may occur on either side, from the folly or knavery
of some few of the traders engaged ; but we may take it for granted, that they
will, on the average, be inconsiderable, m comparison with the total of business
done ; at all events, tlTe losses on the one side will commonly balance those on
the other.
It is of very little importance to our purpose to inquire, by whom the charge
_f transport is borne : usually, the Enghsh trader pays the freight of the gtrods
he buys, and imports from France, and the French trader does the same upon his
purchases from England ; beth of them took for the reimbursement of this outlay
to the value added,to the articles by the circumstance of transport.
JfIt may be well here to point out a mam)_st blufider of some partisans of the
exclusive system. They look upon nothing that a nation receives from abroad as
a natmnal gain, except what is received in the form of stCecie; which is in eft_ct,
to maintain, that a hatter who sells a hat for 5 dollars gains the whole 5 dollars,
because he receives it in specie. But t)ns cannot be ; money, like other things,
is itself a commodity..A French merchant consigns to England, brandies to
the amount of 20,O00fr. : his commodity was eqmvalent in France to that sum in
specie ; if it sell in England for 1000/. sterling, and that sum remitted in _old or
silver be worth 24,00i)fr. there rs a gain of 4000ft. only, although France has
recelved 24,000 Jr. in specie. And, should the merchant lay out ins .10t)0/.
sterhng in cotton goods, and be able to sell them in France for 2_,000 jr. there
would then be a gain to the importer and to the nation of S000 fr., although no
soecm whatever had been brought into the country. In short, the gain is precisely the excess of the value received above the value given for it, whatever be
the tbrm m whict{-the import is made.
It ts curious enough, that the more lucrative external commerce is, the greater
must be the excess of the import above the oxport : and that the very thing,
which the parUsans of the exclusive system deprecate as a calamity, is of _l
13 *
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If the merchant find it more advantageous
to get his returns in
goods than in specie, and if it be admitted, that he knows his own
.nterest better than anybody else, the sole point left for discussion
is, whether returns in specie, though less advantageous
to the merchant, may not be better for the nation, than returns of any other
ard_'le : whether, in short, it be desirable in a national point of view,
that the precious metals should abound, in preference
to any otheI
commodity.
What are the functions of the precious metals in the community 7.
If shaped into trinkets or plate, they serve for personal ornament, for
the splendour of our domestic
establishments,
or for a variety of
domestic
purposes;
they are converted
into watch-cases,
spoons,
tbrks, dishes, eoflbe.pots ; or rolled out into leaves for the embellishment of picture fi'ames, book-binding, and the like; in which case,
they lbrm part of that portion ot_the capital of the community,
which
yields no interest, but is devoted to the p_oduction of utility or pleasure.
It ks doubtless an advantagb to the nation, that the material,
whereof this portion of its capital consists, should be cheap and abundmit.
The enjoyment
they aflbrd in these various ways is then
obtained at a lower rate, and is more widely diffused.
There are
many establishments
on a m(,derate-scale,
which, but for the discovery of America, would have been unable to make the show of plate
thai is now seen upon their tables.
But this advantage must not be
-over-rated ; there are other utilities of a much higher order.
The
things to be desired. I will explain why. When there has been an export of
10, and an import in return of 11 millions, there is in the nation a value of 1 railhun more than before the interchange. And, in spite of the specious statements
of the balance of commerce, this mu_ almost always be so, otherwise the traders
would gain nothing. In fact, the value of the. export is estimated at its value
before shipment, which is increased by the time it reaches its destination: with
this augmented value the return is purchased, which also receives a like accessmalof value by the transport. "The value or'this import is estimated at the hme
of entry. Thus, the result is the presence of a value equal to that exported, plus
the gains outward and homeward. Wherefore, in a thriving country, the value
of the totM imports should always exceed that of the exports. What then are
we to think of the Report of the French Minister of the Interior of 1813, who
makes the total exports to have been 3_3 milhons of francs, and the total imports,
exclumve of specm, but 3;30mflhons ; a statement upon which he feIimtates a
natron, as the most favourable that had ever been presented. Whereas, thin
balance shows, on the contrary, what everybody felt and knew, that the commerce of France was then making immense losses, in consequence of the blunders of her admmtstration, and the total ignorance.of the first _)rmciples of political economy.
In a tract upon the kingdom of Navarre in Npain,(Annales des Voyages, tom.
i. p. 312,) I find i_stated, that, on the comparL-on of the value of the exports with
that of the imports of that kingdom, there is found to be an annual excess 6f the
"onner above the latter of 120,01)0dollars. Upon whmh the author very sagely
_bserves, "that ff there be one truth more indisputable than another, it is this,
_hat a nation which is growing rich cannot be importing more than it is expo_,u_, tbr then its capital most diminish perceptibly. And, since Navarre is in a
state of gradual mlprovement, as appears from the advance of population and
.omibrt, it is elear,"--that I krmw nothing about the matter, he mi_'bt have
_dded ;--" for I am citing an established fact to give the he to aft indisp'utable
prmc_!31e." We are every day witnessing contradictions of the same kind.
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window@ass, that keeps out the inclemency of the weather, is of
much more importance to our comfort, than any species of plate
whatsoever ; vet no one has ever thought of encouraging'its import
or production'by special tavour or exemptions.
The other utihty of the precious metals is, to act as the material
of money, that is to say, of that portion of the national cai_ital,
which is employed in facilitating the interchange of existing values
between one individual and another. For this purpose, is it an_
advantage that the material selected should be abundant and cheap.
Is a nation, that is more amply provided with that material, richer
than one which is more scantily supplied ?
"I must here take leave to anticipate a position, established in
Chap. XXI. of tills book, wherein the subject of money is considered,
namely, that the total business of national exchange and circulation,
requires a given quantity of the commodity, money, of some amount
or other. There is in France a daily sale of so much wheat, cattle,
fuel, property movable and immovable, which sale requires the
daily intervention of a given value in the form of money, because
every commodity is first converted into money, as a step towards its
further conversion into other objects of desire. Now, whatever be
the relative abundance or scarcity of the article money, since a given
quantum is requisite for [he business of circulation, the money must
of course advanee in value, as it declines in quantity, and decline
in value as it advances in quantity.. Suppose the money of France
to amount now to 3000 millions of francs,* and that by some event,
no matter what, it be reduced to 1500 millions; the 1500 millions
will be quite as valuable as the 3000 millions. The demands of
circulation reqnire the agency of an actual value of 3000 millions ;
that is to say, a value equivalent to 2000 millions of pounds of sugar,
"(taking sugar at 30 sous per lb.) or to 180 millions of hectolitres of
wheat (taking wheat at 20 .fr. the hectolitre). Whatever be the
weight or bulk of the material, whereof it is made, the total value of
the national money will still remain at that point ; though in the latter
case, that material wilt be tw.iee as valuable as in the former. An
ounce of silver wilt buy eight instead of four lbs. of sugar, and so
of all other commoditfes; and the 1500 millions of coin will be equivalent to the former 3000. But the nation will be neither rieher nor
poorer than before. A man who goes to market with a less quantity
of coin, will be able to buy with it the same quantity of commodities.
A nation that has chosen gold for the material of its money, is equally
rich with one that has made choice of silver, though the volume of
its money be much less. Should silver become fifteen times as
scarce as at present, that is to say, as scarce as gold now is, an ounce
of silver would perform the same functions, in the character of mqney,
,as an ounce of gold now does ; and we should be equally richin
money. Or, should it fall .to a par with copper, we should not be a
*564 millionsof dollars.
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iot the_richer in the article of money;
we should merely be encumbered with a more bu]ky medium of circulation.
On the score, then, of the other utilities of the.precious
metals, and
on that score only, their abundance
makes a nation richer, because it
extends tim sphere of those utilities, and diflhses their use.
In the
character
of money, that abundance no wise contributes to national
enrichment ;* but the habits of the vulgar lead them to pronounce an
individual rich, in proportion
to the quantity of money lie is possessed of; and this notion has been extended to national wealth, which
is made up of the aggregate
of individuals'
wealth.
Wealth, however, as before observed, consists, not in the matter or substance, but
in tim.value of that matter or substance.
A money of large, is worth
no more than a money of small volume ; neither is a money of small,
of less value than one of large volume.
Value, in the form of commodities, is equivalent to value to the same amount in the form of
money.
It may be asked, why. then, is money so generally
preferred
to
commodities, when the value on both sides is equal ? 'lhis requires
a little explanation.
When I come to treat of money, it will be
shown, that the coined metal of equal value commands
a preference,
because it insures to the holder the attainment
of the objects ofdcgire
by means of one exchange instead of two. He is not,'[ike' the holder
of any other commodity,
obliged, in the first instance, to exchange
his own commodity,
money, for the purpose of obtaining,
by a
second exchange, the object of his desire.; one act of exchange
suffices ; and this it is, combined with the extreme thcility of apportionment, afforded by graduated
denominations
of the coin, -which renders it so useful in exchanges of value.
Every indivi&ml, who has
an exchange
to make, becomes
a eonsu,ner
of the commodity,
money;
that is to say, every individual in the community;
which
accounts for the universal preference
of money to commodities
at
large, where file value is equal.
* It is a neees_ry inference from these positions, that a nation gains in wealth
by the partial export of its specie, because the residue is of equal value to the
total previous amount, and the nation recmves eaaeqmvalent for the portion exported. Haw is this tobe accounted for ! By the peeutiar property of money
to exhibit _ts utility in the exercise, not of its physical or material quahtaes, but
tho._ of its value alone. A less quantity of bread will less satisfy the cravings
of hunger ; but a less quantity of money may possess aa equal amount of utility;
for its value oaigrnents with the diminution of its volume, and its value is the
sole ground of its employment.
Whence it is evident, that governments should shape their course in the opposite direction tothat pursued at present, and encourage, instead of discouraging,
the export of specie. And so they assuredly will, when they shall understand
their business better: or rather, they will attempt neither, the one nor the other,
tbr it is impossible that any considerable portion of the national specie can leave
the country, without raising the value of the residue. And when it is raised.
less of it is given in exchange for commodities, which are then low in prme, so
a_ to make it advmltageous a_oxinto import speeib and export commodities, by
_.hich action and reactmn the quantity of the precious metals is, 'in splte of all
r%gulations,kept pretty nearly at the amount required by thowantsof the nation.
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But this superiority of money, in the interchange between individuals, does not extend to that between nation and nation. In the
latter, money, and, tlfortiori, bullion, lose ali the advantage of their
peculiar character, as money, and are dealt with as mere commodities. The merchant, who has remittances to make from abroad,
looks at nothing but the gain to be made on those remittances, and
treats the precious metals as a commodity he can dispose of with
more or less benefit. - In his eyes, an exchange more or less is no
object; for it is his business to negotiate exchanges, so as to get a
profit upon them. 'An ordinary person might prefer to receive
money instead of goods, because it is an article, whose value he is
better acquainted with: but a merchant, who is apprised of the
prices current in most of the markets of the world, knows how to
appreciate the value he receives in return, whatever shape it may
appear under.
An individual may be under the nee.essity of liquidating, for the
purpose of giving a new direction to his capital, or of partition, dr the
like. A nation is never obliged to do so. This liquidation is eflbeted
with the circulating money of the nation, which it occupies only for
the time; the same money going ahnost immediately to operate
another act of liquidation or of exchange.
We have seen above (Chap. XV.) tha_ the abundance of specie is
not even necessary for the national facilitation of exchanges and
sales; for that buyers really buy with produets,--each
with his
respective portion of the products he has concurred in creating : that
with this he buys money, which serves but to buy some further produet; and that, in this operation, money affords but a temporary
convenience; 1Ne the vehicles employed to convey to market the
produce of a farm, and to bring back the articles that have been purchased with the produce. Whatever amount of money may have
been employed in the purchase of liquidation, it has passed for as
much as it was taken for: and, at the close of the transaction, the
individual is neither richer nor poorer. The loss or profit.arises out
of the nature of the transaction itself, and has no reference to the
medium employed in the course of it.
In no one way do the ?auses, that influence individual preference
of money to commodities, operate upon international commerce.
When the nation has a smaller stock than its necessities require, its
value within the nation is raised, and foreign and native merchants
are equally interested in the importatNn of more: wheia it is redundant,
its relative value to commodities at large is reduced, and it becomes
advantageous to export to that spot, where its command of commo:
dities may be greater than at home. "1"oretain it by compulsory.
measures, is to force individuals to keep what is a burthen to them.*
No one but an entire stranger to these matters wouldhere be inclined re.
object,that moneycan never be burfllensome,and is gtways _tisposedof easily
enough. ,So4t may be, indeed, by such as are content to throw its value away
altogether, or at least, to make a disadvantageousexchange. A eonfeetioaer
U
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And here I,might, perhaps, now dismiss the, subject of the balance
of trade; but such is the prevailing
ignorance on this topic, and so
novel are the views I have been taking, even to persons of the better classes, to writers and statesmen of the purest intentious and well
informed on other points, that it may be worth while to put the
reader •on his rmard
actainst
some fallacies which are often set up in
e:)
,_,
opposition to liberal principles,
and are unfortunately
the groundwork of the pre_:ailing policy of most of the European
States.
I
shall_uniformfy
reduce the objections to the simplest terms possible,
that their weight may be the more easily estimated.
It is said, that, by increasing the currency through the means of a
favourable balance'of trade, the total capital of a nation is angmented.
and, on the contrary, by diminishing it, that capital is reduced.
But
it must be always kept in mind, that capital consists, not of so much
silver or gold, "but of the values devoted to reproductive
consumption, which yalues necessarily
assume an infinite variety of successive fbrms.
When it is intended to vest a given capital in any
concern, or to place it out at interest, the first step is undoubtedly to
reolize' the amount, by converting*
into ready money the different '
_ay give away his sugar-plums, or eat them himself; but in that case he loses
he value of them. It should be observed, that the abundance of specie is comoatible with national misery ; for the money, that goes to buy bread, must have
veen bought _tself with other products. And, when productiorr has to contend
with adverse circmnstances, individuals are in great, distress-for money, not
because that article is scarce, which oftentimes it is not, but because the creation
of the products, wherewith it is procurable, can not he effected with advantage.
* A merchant's le_er for two successive years may show him richer in the
end of" tbe secured,than at the end of the first, although possessed of a smaller
amount of specm. Suppose the first year's amount to stand thus :_
DollarL

Ground and bmld.51gs..............
Machinery and mz_ahles .............
Stock in hand ................
Balance of good credits ............
Cash ...................
Total .......
And the second year_s thus :_
Ground and buildings ..............
Machinery and movables
.............
Stock in hand ................
Balance of good credits .............
Cash ...................
Total ...............

SO00
4000
8000
-' 1000
4000
_ ........

20,000
Dollar_,

8000
5000
6000
" 2000
1000
'2'2,000

Exhibiting an increase of 2000 dollars, although his cash be reduced to _,e
lluarter of the former amount.
A similar account, differing only in the ratios of the different items, mighL be
made out for the whole of the individuals in the community, who wou]d then be
evidently richer, though possessed of much tess specie or cash.
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values one has at command.
The value of the capital, thus assuming
the transient form of money, is-quickly transmuted by one exchange
after another into buildings, works, and perishable substances _equisite for tile projected enterprise.
The ready money employed for
the occasion passes again into other hands, for the purpose of facilitating fresh exchanges, as soon as it has accomplished
its mvmentarv
duty; in like manner as do many other shbstanees,
the shape of
which this capital successively
assumes.
So that the value of capital is neither lost nor impaired by parting with its value, whatever
material shape it happens to be under, provided-that
we part with it
in a way that ensures its renovation.
Suppose a French dealer in foreign commodities
to consign to a
foreign country a capital of 10,000 dollars in specie for the purchase
of cotton ; when his cotton arrives, he possesses 20.000 dollars value
in cotton instead of specie, putting his profit out of the question for
the moment.
Has anybody lost this amount of specie?
Certainly
not: the adventurer
has come honestly by it. A cotton manufacturer gives cash for the cargo;
is he the loser of the price ? No,
surely: on the contrary, the article in his hands will increase to twice
its value, so as to leave him a profit,after
repaying all his advances.
If no individual capitalist has lost the °0,000 c]o]]ars exported, how
can the nation have lost them ? The loss will fall on the consumer,
they will tell you : in fact, all the cotton goods bought and consumed
will be so much positive loss; but the same consumers might have
consumed linens or wooliens of exactly the same value, without one
dollar of the 20,000 being sent out of the country, and yet there
would equally be a loss or consumption
to that amount of value.
The loss of value we are now speaking of is not occasioned
by the
export, but by the consumption, which might have taken place without
any export whatever.
I may, therefore, say, with the strictest truth,
that the export of the specie has caused no loss at all to the nation.
It has been urged, with much confidence, that, had the export of
20,000 dollars never been made; France would remain in possession
of that additional value; in fact, that the nation has lost the amount
twice over; first, by the act of export;
secondly, by that of consumption : whereas, the consumption of an indig_enous product would
have entailed a single loss only.
But I answer as before, that the
export of,specie
has occasioned
no loss; that it was balanced by
equivalent value imported ; and that it is so certain, that nothing has
been lost except the v20,000 dollars worth of imported commodities,
that I defy any one to point out any other losers than the consumers
of those Commodities.
If there has been no loser, it is clear thet:e
can have been no loss.
Would you put'a stop to the emigration of capital?.
It is not to
be preventedby
keeping the specie in the country. A man resolved to
transfer his capital elsewhere
can do it just as effectually by the con.
signment of goods, whose export is permitted.#
So much the bet* The transfer of capital by bills on foreign countries, comes precisely to the
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ter, we may be told; for our manufacturers _iU bengfit by the
expQrts. True; but their value exists no longer in the nation(since
they bring back no return wherewith to make new purchases ; there
has been a transfer of so much capital from amongst you, to give
activity not to your own, but to some other nation's industry. This
is a real ground of apprehension.
Capital naturally flows to those
places that hold out security and lucrative employment, and gradually retires from countries offering no such advantages : but it may
easily enough retire, without being ever converted into specie.
If the export of specie causes no diminution of national capital,
provided it be followed by a corresponding return, on the other
hand, its import brings no accession of capital. For, in reality,
before specie can be imported, it must have been purchased by an
equivalent value exported for that purpose.
On this point it has been alleged, that by sending abroad goods
_nstead of specie, a demand is created for goods, and the producers
enabled to make a profit upon their production.
I answer, that,
even when specie is sent abroad, that specie must have been first
obtained by the export of some indigenous product; .for, we may
rest assured, that the foreign owner of it did not give it to the French
importer for nothing; and France had nothing to offer in the first
instance but her domestic products, tf the supply of the precious
metals in the country be more than sufficient for the wants of the
country, it is a fitter object of export than another commodity; and,
if more of the specie be exported than the excess of the supply above
"the demand for-the purposes of circulation, we ma 7 calculate with
certainty° that, since the value_of.specie must have been necessarily
raised by the expdrtation, other specie will be imported to replace
what has been withdrawn; for the purchase of Which last, home
products must have been sent abroad, which will have yielded a
rofit to the home producers.
In a word, everr value'sent out of
ranee, for the purenase of foreign retm'ns for tf_e French market,
may be resolved into ,a product of domestic industry, given either
first or last, for France has nothing else to procure them with.
Again, it has been argued, that it is better to export consumable
articles, as, for instance, manufactures, and to keep at home those
products not liable to consumption: or, _at least, not to quick consumption, such as specie. Yet objects of quick consumption, if more
in demand, are more profitable to keep than objects of slower consumption.. It. would, often be doinc_a rnr°dueer..a very. rn°°r serv;ce,,
to make him subshtute a quantity of commodltms of slow consumption, for an equal portion of his capital of mdre rapid consumption.
If an ironmaster were to contract for the delivery to him of a
,ltmntity of coal at a day certain, and when the day came the coal
couldnot be procurable, and he should be offered ti;e value in money
,n its stead, it would be somewhat difficult to convince him of the
same thinff. It is a mere substitute in the place of the indi_ridualmaking the
export of eommoditiOs,who transfers his right to receive their proceeds,the
valueof which remains abroad.
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service done him by the delivery of money ; which is an object of
much slower consumption
than the coal he contracted
for. Should
a dyer .send -fin order for dying woods from abroad, it would be a
positive injury to send him gold, on the plea, that, with equal value,
it has the advan.tage of greater din'ability.
He had no oeb.asion for
a durable article whatever ;,what he wanted was a substance, which,
though decomposed
in his vats, would quickly re-aplbear
in, tire,
colours of his stuffs.*
If it were no advantage
to import any but the most durable items
of productive capital, there are other very durable objects, such as
stone or iron, that ought to share in our partiality with silver and
gold. But the point of real importance
is, the durability, not of any
particular substance, but of the value of capital. Now the value of
capital is perpetuated,
notwithstanding
the repeated change of the
material shape in which it is vested.
Nay, it cannot yield either
interest or profit, unless that shape be continually
varied.
To confine it to the single shape of money would be to condemn it to remain unpwduetive.
But I will go a step further, and, having shown that there is no
advantage
in importing gold and silver more than any other article
of merchandise,
I will assert, that, supposing it were desirable to
have the balance of trade always in our favour, yet it is morally
nnpossible it should be so.
Gold and silver are like all the other substances that, in the aggregale, compose national wealth ; they are useful to the eommunity no
longer than while they do not exceed the national demand for them.
Any such excess must make the sellers more numerous
than the
_uyers;
consequently
must depress the price in proportion, and thus
create a powerful
inducement
to buy in the home market, in the
expectation
of malting a profit upon the export. "This may be
illustrated bv an example.
Suppose t'or a moment the internal traffic and national weahh of a
_iven country to be such as to require the constant employ of a
thousand
carriages
of different kin(ts.
Suppose, too; that, by some
peculiar
system of commerce,
we sllould succeed in getting more
carriages anhually imported, thah were annually destroyed by wear
and tear; so that,'at the yeaffs end, there should be 1500 instead of
1000 ; is it not obvious, that there would be in that case 500 lying
by in the repositories
quite useless, and that the owners of them,
rather than suffer their value to lie dormant, would undersell each
other," and even smuggle them abroad if it were.practicable,
in the
hope of turninE them to better account ? In vain would the govern* In Book III., which treat_ of consumption, it will be seen, that the slowel
kinds of unproductive consumptmn are preferable to the more rapid ones. But,
in the reproductive branch, the more rapid are the better; because, the more
quicMy the reproduction is affected, the less char_'e of interest is incurred, and
the oftener the same capital can repeat its productive agency. The rapidity of
consumption, moreover, does umt affect external products in particular ; its disadvantages are equal, whether the product be of home or foreign gro,wth.
14
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merit conclude commercial
treaties for {he encouragement
of their
import:
in vain would it expend its efforts in stimulating the export
of other commodities,
for tthe purpose of getting returns in the shape
of carriages;
the more the pubhc authorities favoured the import,
the more anxious would individuals be to export.
As it is with carriages,
so is it with specie likewise.
The demand is limited ; it caa_ form but a part of the aggregate
wealth of
the nation. That wealth'can
net possibly consist entirely of specie;
for other things are requisite besides specie.
The extent of the demand for that peculiar article is proportionate
t6 the general wealth;
in the same manner, as a greater number of carriages
is wanted in a
rich than in a poor country.
Whatever
brilliant or solid qualities
the precious" metals may possess, their value depends upon the use
made of them, and that use is limited.
Like carriages,
the)- have a
value peculiar to them ; a value that diminishes in prgportion to the
increase of their relative plenty, in comparison with the objects of
exchange, and increases in proportion to their relative scarcity.
One is told, that ever)- thing may be procured with gold or silver.
True; but upon what terms ? The terms are less advantageous,
whe_
these metals are forcibly multiplied beyond the demand ; hence their
strong tendency to emigration_under
s_ch circumstances.
The exOurt of silver from Spain was prohibited;
yet Spain supplied all
rope with it. In 1812, the paper money of F_mgland having
rendered superfluous all the gold money of tI_at country, and made
that metal too'abundant
for its other remaining
u_es, its relative
value fell, and her guineas emigrated
to France, in spite of the ease
with which the coasts of an island may be guarded, and of the de,
nunciation of eapital punishment against the, exporters.
To what good purpose, then, do governments
labour to turn the
balance of cor_nerce
in favour of their reepective
nations?
To
none whatever;
unless, perhaps, to exhibit the show of financial
advantages,
unsupported
by fact or experience. _ How can maxims
so clear, so agreeable to plain common sense, and to facts attested by
all who have-made commerce their study, have yet been rejected iv,
practice by all the ruling powers of Em'ope, t nay, even have been
* The returns of British commerce from the commencement of the 1Sth ce_:tury down to the estabhshm.ent of the existing paper money of that nation, show
a regular annual excess, more or less received by G"eat Britain in the sbape of
specie, amounting altogether to the endrmous total of 347 n_illions sterling
(more than 1600 milhons of dollars.) If to this be added the specie a'.ready in
Great Britain at the outset, England ought to have possessed a eirenlating medium of very near 400 milhons sterling, ttow,-happens it, then, that the most
exaggerated ministerial calculations have never given a larger total of specie
than 47 milhons, even at the period of its greatest abundance? Vide Suprd,
Chap. IIl'.
"fAll of them have _eted under the conviction, 1. That the precious metals
• are the only desirable kind of wealth, whereas they perform but a secondary
part m its productmn : 2. That they have it in their power to cerise their regular
,nflux by compulsory measures. The example of England (l_de. note p'reeedln_',) will show the little success of the experiment. The pre.eminent wealth
t_f that nation, then, is derived from some other cause than the favourable bal.

G

CmLe. XVII.

ON" PRODUCTION,

159

attacked
by a number of writers,
that have evinced both genius
and information
on other subjects ?. To speak the truth, it is because
tlie first winciples of political economy are as yet but little koown ;
because ingenious systems and reasonings have been built upon hollow foundations, and taken advantage
of, on the- one hand, by interested rulers, who employ prohibition _as a weapon of oflbnce oi
an instrument of revenue ; and', on the other, by the ,persona] avarice
of merchants
and manufacthrers,
wko have a private interest in exclusive measures, and take but "little pains t'o inquire, wlmther their
profits arise from actual production,
or from a simultaneous
loss
thrown upon other classes of the community.
A determination
to rlaaintain a favourable balance of trade, that is
to say, to export goods and receive returns of specie, is, in fact, a
determination
to have no foreign trade at all; for the nation, with
whom the trade is to be carried on, can only give in exchange what
it has to give.
If one party will receive nothing but the_l.reeious
metals, the other party may come to a similar resolution ; and, when
both parties require the same commodity,
there is no possibil'ity of
any exehan__e
Were
it nracticable
to monopolize
the precious
metals, there are few nations in the world that would not be cut off
from all hope of nmtual commercial
relations.
If one country afford
to another what the latter wants in exchange, what more would she
have ? or in what respect would gold be preferable ? for what else
can it be wanted, than as the means of subsequently purchasing
the
objects of dedee'?
The day will come, sooner or later, when people will wonder at
the necessity
of taking all this trouble to expose the t;.]lv of a
system, so childish and abshrd, and yet so often enforced'at
the
point of the bayonet.(1)
[END
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ance of her commerce. But what other cause _. Why from the immensity of
her production. But to what does she owe that immensity _. To the frugality
exerted in the accumtilatmn of individual capital; to the national'turn for industry and practical application ;" to the security of person and property, the
l_acilityof internal circulation, and freedom of individual agency, 'winch. hmlted
and fettered as it _ i$ yet, on the whole, superior to that of the other European
states.
(1) In a note, here inserted, irt the earlier editions _f this work, the American
editor referred to the laudable e_cernons i-oade by Mr. Ituskisson, with the support of Mr. Canning and ether then pron_ment members of the' British governmerit, to expose the impohcy and" injustice of restrictions and prohlbmons on
commerce, and to the success of some of their measures to Ielieve the, industry
of the country from the shackles imposed in a less enlightened age. XVe also
then quoted the observations of the Edinburgh Review, "that Mr. Iluekisson,
in particular, against whom every 'species of ribald abuse had been cast, had
done
more
England
durm_
the short
period
that he
wasto'improve
President the
of commercial
thd Board of,[_licy
Trade,of than
all the
ministers
who
had
preceded him fqr the last hundred years. And rt ought-to be reff_embered to hi_
honour, that the measures he suggested, and the odmm thence arising, were not
proposed and incurred by him in'_he view of serving any narty purpose, but solely
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resume
our subject.--_Ve
have seen, that ,the very advantages
at bv the means bfa favourable
balance
of trade, are altogether
_nd thal,

supposing

lhem

real,

it is impossibla:tbr

a nation

perma'nenfly
_o enjoythem.
Itremains
to be shown,
what
is the
actual
operation
of regulations
framed
with this object in view.
]Jv the absolute
exclusion
of specific
mauufaetures
of foreign
fabric,
a government
establishes
a monopoly
in fayour
of tile home
producers
of these articles,
and in prejlMi&
of the home consumers
;
that is to say, those classes
of the nation
which t_roduee
them, being
entitled
to'their
exclusive
sale, can raise their prices
above _he natural rate;
while the home consumers,
being unable
to purchase
elsewhere,

al"e compelled

to

pay

for

them

unnaturally

dear.*

If

the

_"Ricardo, in h i_ Essay on the Principles of Political Economy and Taxation,
published in 1917, has justly remarked on this passage, that a government
c_n
not. by prohibition, elevate a product beyond its natural rate of price: for in that
case, the home producers would, betake th'emselves m greater numbers to its production, and, by competition, reduce the profits upon it to the general level.
To
make myself b_ter understood, I must therefore explain, that, by natural rate
of price, I mean the lowest rate at which a commodity is procurable, whether
by commerce or other branch of industry•
If commerical can procure it cheaper
than manufacturing
industry, and the government
take upon itself to compel its
production by the w_y of manufacture, it then imposes upon the nation a more
chargeable mode of procurement.
Thus, it wrongs the consumer, without giving
to the,domestic producer a profit, equi,'alent test _ extra charge upon the consumer ; for competition soon bring_ that profit down to the ordinary level of profit,
and the monopo]y is thereby rendered nu_o'a'tory. So that,-alth6ugh
Ricardo is
thus far correct in his criticism, he only shows the measure I am reprobating to
be more mischievous ; inasmuch as it augments the natural &fficulties in the
way of the satisfaction of hnman wants, Without any counteracting
benefit to
• any class or any individual whatever.
because he believed, and most justly, that these measures were sound in principle, and caleu]ated to promote the real and lasting interests of Ins country."
Since that time all the successive administrations
in England, both Tory a_d
Whiff, have at least uniformly recognized the soundness of the doctrines of free
trade, and some of them, by various important cbmmetcial enaetm.ents, have given
a still wider applicatiotl to these beneficml truths ; and such, too, has been the
effect of their liberal measures upon the state of opinion and-of legislation
throughout Great Britain, that both in and out of parliament, a most grati_-mg
change has taken place.
Commercial questions
everywhere
now occupy a
large share of attention, are discussed with the greatest ability and acuteness in
almost all tbe public .journals, and must therefore lead to the emancipation
of
commerce from the fetters which have so long and so perniciously bound it.
In France, however, and other countries .which might be named, the state of
knowledge, and the state of opinion, arS.not yet in favour _f liberal commercial
views.
"For thirty years," we are told by the English Commissioners, Messrs.
Vflhers and aBowrin_: "nearly every law passe_ on' Custom House matters had
been mtendeu either to estabiish or'to- consolidate the'system ot" protection and
prohibition.
Under the encouragement
of the legislatt_re, mucl7 capital has been
invested in the establishment and extension of protected manufactures,
whose
"row tottering and ubcertam position (tbe natural and necessary consequence of
'_e _'stem .itself) h_ made their proprietors most feelinRJy alive to any change
,_'nich might affect them."
A_ICX_
EvlTog.
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articles be hot wholly prohibited, but merely saddled with an import
duty, the home producer can then increase their price by the whole
amount of the duty,-and the consumer will have to pay the. difference. For example, if an import duty of 20 cents per dozen be [aid
upon earthenware plates-worth 60 cents per dozen, the importer.
whatevercouutrfhe
may belong to, must charge the c'6nsumer 30
cents; and the home manufacturer of that commodity'is 6nabled tt,
ask S0 cents per dozen of his customersfor plates of the same quality; which he could not do without the intervention of the duty ;
because the consumer could get the same article for 60 cents : thus,
a premium to the whole extent of the duty is given to the home
manufacturer out of the consumer's pocket.
Should arty one maintain, that the advantage of producing at home
counterbalances the hardship of paying dearer for almost every article ; that our own capital and labour are engaged in the production.
and the profits pocketed by our own fellow-citizens; my answer is.
that the ibreign commodities we might import are not to'be had
gratis : that we must purchase them with values of home production.
which would have given equal employment to our industry and
capital; for we must never lose sight of this maxim, that products
are always bought ulthnately with products.
It is most for our advantage to employ our productive powers, not in those branches i_
which tbreigners excel us, but in those which we excel in ourselves :
and with the product to purchase of others. The opposite course
would be just as absurd, as if a man should wish to make his own
coats and shoes. What would the world say, if, at the door of every
house an import duty were laid upon coats and shoes, Tor the laudable purpose bf eomt_lling the inmates to make them for themselves ?
Would not people say with justice, :Let us fc,llow each his own pursuits, and buy what we want wi'th what we produce, or, which comes
to the same thing, with what we get for our products. The system
would be. precisely the same, only carried to a ridiculous extreme.
Well may it be a matter of wonder, that every nation sho'uld
manifest such anxiety, to obtain prohibitory regulations, if it be true
that it can profit nothing by them ; and lead one to suppose the two
cases not parallel, because we do not find individual householders
solicitous to obtain tl_esa_ne privilege. But the sole difference isthis, that individuals are independent and consistent beings, acluated
by no contrariety of will, and more interested in their character of
consumers of coats and shoes to buy them cheap, than as manufacturers to sell unnattwally dear.
Who, then, are the classe_ of the community so importunate for
prohibitions or heavv import duties? The producers, of the particular commodity,'tlaat applies for protection from competition, nor,
the consumers of that commodity. The public interest is their plea.
hut self-interest is evidently their object. Well, but, say these
aentry, are they riot the same}hing ? are not our gains national gains _,
By no means: whatever profit is acquired in this manner ;s so
14"
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much taken otrt of tile pockets,of a neighbour and fel_w-citizen.
and, if the excess of charge thrown upon consumers by.the monopoly could be correctly computed, it would be found, that the loss of
the consumer exceeds the gain of the monopolist. Here, then,
individual and public interest are in direct opposition to each other;
and, since public interest is understood by the .enlightened few alone,
is it at all surprising, that the prohibitive system should find so
many partisans and so few opponents ?.
There is in general far too little attention paid to the serious mischief of raising prices upon the consumers. The evil is not apparent
to cursory observation, because it operates piecemeal, and is ]blt in a
very sligfat degree on every purchase or act of consumption : but it
is really most serious, on account of its constant recurrence and
universal pressure. The whole fortune of every consumer is affected by every fluctuation of price in the articles of his consumption ;
the cheaper they are, the richer he is, and _ice versa. If a single
articlc ri_ in price, he is so much the more poor in _espect of that
article; if all rise together, he is poorer in respect to the whole.
And, since the wt_e nation is comprdhended in the .class of the
consumers, the whole nation must in that case be che poorer. Besides'which, it is crippled in the extension of the variety of its enjoyments, and prevented from obtaining products whereof it stands
m need, in exchange for those wherewith it might procure them.
It is of no use to assert, that, when prices are raised, what one gains
another'loses.
F_r the position is riot true, except in the case ol
monopolies; nor even to the full extent with regard to them; fol
the monopolist never profits to the full amount of the loss to the
consumers. /.f the rise be occasioned by taxation or import-duty
under any shape whatever, the producer" ffains nothing by the in
crease of price, but just the reverse, as we snail see;by and b_¢(B_k
iII. Chapter VII. :) so that, in fact, he is no richer in his capacity of
producer, though poorer in his quality of consumer. This is one
of the most efl5ctive causes of national impox:erishment, or at least
one of _he most powerful checks to the progress of Irational wealth.
For this reason, it may be perceived, that it is an absurd distinction
to view with more jealousy the import of foreign objects of barren
consumption, than that of raw materials fo_ home manufacture.
_hether
the products consumed be of domestic or of foreign
growth, a portion of weMth is destroyed in the act of consumption,
and a proportionate inroad made into the wealth of the community.
But that inroad is the result of the act of consumption, not of the
act of dealing with the foreigner; and the resulting stimulus to
national production, is the same in either case, For, wherewith
was the purchase ofthe foreign product made7 either with a domestic prodt_ct or with m,mey, which must itself have been procured with a domestic product. In buying of a (oreigner, the nation
really does no more than send abroad a domestic product in lieu of
consuming it at home, and consume in its place the foreign product
received in exchange.
The indhidual consumer himself, probably,
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does not conduct this operation; commerce conducts it for him.
No one country'can buy of another, except with its own domestic
products.
In d_feiace of import duties it is often urged, "that whenthe iraerest of money is lower abroad _han at home, the lbreign has an advantage over the homeproducer, which must be met by a countervailing duty." The low rate of interest is, to the foreign producer,
an advantage, analogous to that of the superior quality of his land. It
tends to cheapen the products he raises ; and it is reasonable enough
that our domestic consumers should take the benefit of that cheapness. The same moiiye will operate here, that leads us rather-to
import sugar and indigo from tropical climates, than Io raise them
in our own.
"But capital is necessary in every branch of production i so 'that
the foreigner, who can procure it at a lowm: rate of interest, has
the same advantage in respect to every product ; and, if the free importation be permitted, he will have an advantage over all classes of
home producers."
Tell me, then, how lns products are to be paid
for. "Why, in specie, and there lies the nlischief." And how is
the specie to be got to pay for them ? "All the nation has, ,will go
in that way';'and when it is exhausted national mi_ry will be complete." So then itqs admitted, that before _irriving at this extremity,
the constant efltux of specie will gradually render it more scarce at
home, and more abundant abroad; wherefore, it will gr'adually rise
1, 2, 8, per cent higher ha value at home than abroad; which is fully
sufficient to turn the tide; and make specie flow inwards faster titan
it flowed outwards. But it Will not do so without some returns ; and
of what can the returns b6 made, bu_ of products of the land, or the
commerce of the nation ? For there is no possible means of purchasing from foreign naffons, otherwise than with the products ot
the national land and commerce; and it is better to buy of them
what they eaan produce cheaper than ourselves, because we may rest
assured, that they must take in payment what we can produce
cheaper than they. This they must do, else there must be an end of
all interchange.
Again, it is affirmed, and what absurd positions have not been
advanced to involve these questions in obscurity ? that, since almost
all the nation are "at the same time consumers and producers, they
gain by prohibition and monopoly as nmch in the one capacit3"'as
they lose in the other : that the producer, who gets _t monopoly-profit upon the object of his own production, is,-op the other hanfl, the
sufferer by a similar profit upon _he objects- of his consumpti_,n ; and
thus that the nationqs made up of rogues and fools, who are a match
for each other. It is Wor.th remarking, that every brady thinks himself more rogffe than fi_ol; for, although all are consumers as welt
as prdduc.ers, the 6normous profits made upon a single article are
much more striking, than reiterated minnte.l¢_sses upcm the numberless items of consumption. If'ml impc_rt duty be laid upon calicoes,
the additional annual charge to each person ot"moderate fortunc, may.
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pc'rhaps, not exceed 2_ dollars or 3 dollars at most; and probably he
does not very well comprehend
the nature of'the
loss, or feel it
much, lhough repeated in some degree or other upon every thing he
consumes;
whereas, possibly, this consumer is himself a manufacturer, say a hat-makei" ; and should a duty be laid upo_ the import
of foreign hats, he will immediately
see that it will raise the price
of his own hats, and probably increase his annual profits by several
thousand dollars.
It is this delusion that makes private interest so
warm an advocate for prohibitory
measures, even 'where the whole
community
loses more by them as consumers,
than it gains as
producers.
But, even in this point of vie@, the exclusive system is pregnant
with injustice.
It is impossible that every class of production should
profit by the exclusive s3,stem, supposing it to be universal, which,
:in point of fact, it never is in practice, though possibly it may be in
law or intention.
Some articles can never, from the nature of things,
be derived from abroad;
fresh fish, for instance, or horned cattle;
as to them, therefore, import duties would be inoperative "in raising
the price.
Tile same may be said of masons and ca'rpenters' work,
and of the numberless
callings necessarily
carried on within the
community;
as "those of shopmen, clerks, carriers,
retail dealers,
and man)" others.
The producers
of immaterial
products, public
functionaries,
and fundholders, lie under the same disability.
These
classes can none of them be invested with a monopoly by means of
impbrt
duties, though they are subjected to the hardship of many
monopolies granted in that way to other classes of producers. _
Besides, the profits of monopoly are not equitably divided amongst
the different classes even of those that concur in lhe production
of
the commodity,
which is the subject of morropoly.
If the masteradventurers, whether in agriculture, manufacture,
or commerce, have
the consumers at their mercy, their labourers and subordinate
productive agents are still more exposed to their extortion, for reasons
that will be explained in Book IL So that these latter classes parficipate in the loss with consumers at large, but get no share of the
unnatural gains of their superiors.
Prohibitory
measures,
besides affecting the pockets of the consumers, often sfibject them to severe privations.
I am ashamed
to
* There is a sort of malicious satisfaction in the discovery, tlmt those who
impo_ these restrictmns are usually among the severest sufferei's. ' Sometimes
they attempt to indemnify themseqves by a further act of injustice; the public
functmnaries augment their ow_nsalaries, if they have the keeping of the public
purse. At other times they abolish a mbnopoly, when they find it press p_!euliarly on themselves. In 1599, the manufacturers of To0rs petitioned Henry IV.
to prohibit the import of gold and silver sdk stuffs, which had previously been
entarely of foreign fabric. They cajoled the government by the statement, that
they could furnish the whole consumption of France with that article. The king
_rantod their request, with his characteristic facility ; but the consumers, who
were chiefly the eoumers and people of eondltqon, were loud 'in their remonstrances at the consequent advance of pace ; and the edict was revoked in six
months. Memoires,de Sulltt, liv. ii.
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sag, that, within these few years, we ha_'e had ihe hat-makers
of
M'arseilles petitioning
for the _rohibition
of the import of foreign
straw or chip hats, on the plea that they injured the sale of their own
felt hats ;* a measure that would have deprived the country people
and labourers in husbandry,
who are so,much exposedto
the sun, of a
light, a cool, and cheap covering, admirably
adapted to fheir wants,
the use vf which it was highly desirable to extend and encourage.
In pursuit of what-it mistakes for profound
policy, or t'o gratify
feelings it supposes to be laudable,
a government
will sometimes
prohibit or divert the course of ff particular
trade, and theccby do
irreparable
mischief to the productive powers of the nation.
When
Philip II. became master of Portugal,
and forbade all intercourse
between his new subjects and the Dutch, whom he detested, what
was the consequence _. The Dutch, who before resorted to Lisbon
for the manufactures
of India, of which they _ook off an immense
quantity, finding this avenue
closed against, their _adustry, went
straight to India for what tt]ey wanted,
and,-in the end, drove out
the Portuguese
from that quarter;
and, what was meant as the
deadly blow of inveterate
hatred, turned out the main seurce of
their aggrandizement.
"Commerce,"
says Fenelon,
"is like the
native springs of the rock, which often cease to flow altogether,
if
it be attempted
to alter their course."J"
Such are the principal evils of impediments
thrown in the way of
Import, which are eaa'ried to the extreme point by absolute prohibition. There tiave, indeed, been instances of nations that have thriven
under such a system ; but then it was, because the causes of national
pro@erity were more powerful _han the causes of national impoverishment.
Nations resemble the human frame, wh{ch contains a vital
principle, that incessantly labours to repmr the inroads of excess and
dissipation
upon its health and constitution.
Nature
is active in
closing the wounds and healh_g the bruises inflicted by our own
awkwardness
and intemperance.
In like manner,
states maintain
themselves, nay, often increase in prosperity, in spite of the infinite
injuries of every description, which fi'iends as welJ as enemies inflict
upon them.
And it 'is wx)rth remarking,
that the most.industrious
nations are those, which are the most subjected to such outrage,
because nohe others could survive them.
The cry is then "our system must be the true one, for the national prosperity
is advancing."
Whereas,
were we to take an enlarged view of the circuinstances,
that, for the last throe eertturies,
have combined
to dcvelope
the
power and faculties of man; to survey with the eye of intelligence
* Bulletin _e la ,_ocietd'd'Encouragement pour l'Industrie 2Vationale, No. 4.
_fThe national convention of Franee prohiNted the import o_ raw IridesTrom
Spain, on the plea that they injured the trade m those of' Prance ; not observing,
that the self-same hides went back to Sp_tin in a tanned state. The tanneries of
France being obliged to proeure-t21e raw amcle at too dear a rate, were qmek]y
abandoned ; and the mamafaeture was transferred to Spain, along with great part
of the eapital, and many ot_the hands employed. It is next to impossible for a
government, not only to do any good to national production by its interferemm,
but even to avoid doing mischief.
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the progress of.navigation
and discovery,
of'invention
in every
branch of' art and science ; to take account of the variety of useful
animals and vegetables that/lave
been transplanted
from one hemisphere to the other, and to give a due attention to the vast augmentaden and increased scope both of science and of its practice!
applications, that xve are daily witnesses
ot, we could not resist the
conviction, that our actual' prosperity is hothing to what it might
have beeal_ that it is engaged
in a perpetual
struggleagainst
the
obstacles and impediments
thrown into its way; and that, even in
those parts of the world where mankind is deemed the most enlightened, a great part of thbir time and exertions
are, occupied
in
destroying
instead
of multiplyil_g
their resources,
in despoiling
instead of assisting each other; and all for want of correct knowled_-e and information
respecting
their real interests.*
]_ut, to return to the st_bject, we have iust been examining,
the
nature of the iujury tlmt a comn_unity suffers by difficulties tfirown
in the way of the introduction of tbroign commodities.
The mischief
occasioned
to the country that produces
the prohibited
.article, is
of the same kind and description;
it is prevented
f_om turning its
capital and industry to the best account.
But it is not to be supposed
that the fi_reign nation can by this means be utterly ruined and
stripped of all resource, as Napoleon seemed to imagine, when he
exc4uded'the
products of Britain from the markets of the continent.
To sav nothing of the impossibility of efr.eeting a complete and actual
blockade of a whole country, OH_osed as it must be by th'e universal
motive of self-interest, the utmost effect of it can only be to drive
its p_'oduction into a different channel. A nation is always competent
to the purchase and consumption of the whole of its own products,
for products are always bought with other products.
Do you think
it possi'bte to prevent Engtanct fi'om producing value io the am6unt
of a million, by preventing her export of woollens to that amount ?
You, are much mistaken -if you do, England will employ the same
capital and the same manual labour in the preparation
of ardent
spirits, by the distillation of grain or other domestic
products,
that
were before occupied in the manufacture
of woollens for the French
market, and she will then no longer bring her woollens'to" be bartered for French brandies.
A country, in one way or other, direct or
indirect, always consumes the values it produce's, and can consume
nothing more. ]fit cannot exchange its products with_ fts neighbours,
it is compelled
to produce values of such kinds only as it can consume at home. This is the titmost effect of prohibitions ; both parties
are worse provided, and neither is at all the richer.
* It is not nay design to insinuate by"this, that it is desirable that all minds
t_houldbe imbued with all kimts of knowledge ; but that every one should have
just and correct notions of-thak in which.he is more immedmtely concerned.
Nor is the _r,
eneral and complete diffusion of information requisite For the benelicml ends of science. The good resulting from it is lSroportionate to the extent
ot' its progress: and the welfare, of nations differs in degree, according" to the
correctness of their ideas upon those points, whmh most intinmtely concern them
-espectively.
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Napoleon,
doubtless, occasioned
much injury; both to England
and to the continent,'by
cramping
their mutual relations of commerce as far as he possibly could.
But, on the other hand, he did
the continent of Europe the in_',Auutary service of.facqlitating
tile
eonmmnieation'belwee_
its diflbrent parts, by the universality
of
dominion, which his ambi, tian had well-nigh achieved.
The frontier
duties between
Holland,
B'elgimf_, part of Germany,.
Italy, and
Fro'nee, we're de'nolished ; find those of fl_e other powers, with the
exeep'fion of England,
were Tar from oppressive.
"g'e may form
some estimate of the benefit thence resulting to commerce, from the
discontent
and stagnation
that have.eusued
upon the establishment
of the present system of lining the frontier of each state with a
triple guard of douaniers.
All the eontinental
states so guarded
have, _-ndeed, preserved their former means of produe.tion;
but that
production has been made less advantageous.
It cannot be denied, that Frm,ce has gained prodigiously by the
suppression of the provincial barriers and custom-houses,
consequent
upon her political revolution.
Europe had, in like manner, gained
by the partial removal of the international
barriers between its different political states; and the world at large would derive similar
benefit from the demolition
of those, which insulate, as it were, the
various communities, into which the human race is divided.
I have omitted to mention other very serious evils of the exelusi.ve
system ; as, for instance, the erea_ion of a new class of crime, that
of smuggling; whereby an _fietion, wholly innocent in itself, is made
legally criminal:
and persons, who- are aetuatly labouring
for the
general welfare, are subjected to punishment.
Smith admits of two circumstances,
that, in his opinion, will justify
a government
in resorting to import-duties:--l.
When'a
particular
branch of industry- is neces._ary to the public security, and the external supply cannotbe
safely reckoned upon.
On this account a
government
may vary wisely prohibit the import of gun-pow_der, if
such prohibition
be necessary to set the powder-milts
at home in
'activity;
for it is better to pay somewhat
dear for so essential an
article, than.to run the risk of being unprovided in the hnur of need.*
2. Where a similar commodity
of home produce is already saddled
with a duty.
The foreign article_ if wholly exempt from duty.
would in this case have an actual privilege;
so that a duty imposed
has n.ot the effect of destroying,
but of restoring
th'e natural equilibrium and relative positlon oi" the different branches of production.
Indeed, it is impossible to find any reasonable ground for exempting th_ production
of \-atues by the'channel
of external
commerce
from the same pressure of taxation that weighs upon the production
effeeted in those of agriculture and:manufacture.
'Taxation is, doubt
* There is no great, weight i_ this plea of justification. For experience ha_
shown, that saltpetre is stored _2amst the moment of need, in the largest quantity, when it is most an article of habitual import. Yet tke legislature of Fraace
has _addlod it with duties amounIing to prohibition.
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,ess, an.e_:il, arid one which should l_e reduced, to the ]owes t possible
,tegree; but when once a given amount of taxation is admitted to be
necessary, it is but" common justice to lay it equall.y on all three
branches of industry.
The'error
I wish to expose to reprobation
is
the notion, that "taxes of this kind are favourable
to production.
A
tax can fiever "be favourable
to the_ publ_-w_lfare,
except by the
good use that is made of its proceeds.
.
..
These points should never be lost sight of in the framing of commercial treaties, which are r6ally good for nothing but to protect
ix)dustry and capital, d_verted into improper channels by the blunders
of legislation.
These it would be far wiser to remedy than to perpetuate, ,Tile healthy state of industry and werdth is the state of
absolute liberty, in _vhich each-interest
is left to take care of itself.
The only useful protection autho,rity ca n aflbrd them is that against
fraud or violence.
Taxes and restrictive
measures never can be.a
benefit : they are at the best a necessary evil ; fo suppose themuseful
to the subjects at large. is to mistake the ibundation of national prosperity, and to set at naught the principles of political economy.
Import duties and prohibitions
have often been .resorted to as a
mea_qs of retaliation : ' Your government
throws impediments
in the
way of the introduction
of our national products : are not we, then,
justified in equally impeding the introduction
of ),ours ?" This is
the favourite plea, and the basis of most commercial,
treaties ; but
pebp[e mistake their object : granting that nations have a right to do
one an-other as much mischief as-possible, which, by the way, I can
hardly admit; I am not here disputing
their rights_ but discussing
their interests.
Undou,btedly,
a nation that,excludes
you .from all commercial
intercourse
with her, does you an injury ;_ro.bs you, as far ns in her
lies, of the benefits of external commerce
; if, therefore, by the drea41
of retaliation, you can induce her to abandon he'r exclusive measures,
there is no question about the expediency of such retaliation,
as a
matter of mere policy.
But it must not be-forgotten, that retaliation
hurts yot_rself as well as ),our rival ; that it operates, not defensively
against her selfish measures, but offensively against yourselt:
in the
first instance, for the purpose of indirectly
attacking her. The only
point in qtrestion is this, what degree of vengeance you are animated
by, and how much will you consent to throw a_vay upon its gratification. * I will _ot.undertake
to enumerate
all the evils arisit_g from
_r_aties of commerce,
or to apply the principles enforced throughout
* The transatlantic colQnies,that have within these few years thrown off their
colonial dependence, amongst others, the provinces of L_ Plata, and St. Domingo
or Haiti, have opened their port§ to foreigners, without any demand of reciprocity,
_nd are .more rich and prosperous than they ever were under the operation of the
_'xclusive system. We are told that the trade and prospecity of Cuba have
doubled since its'ports have been opened to the flags of all nations, 'by a concurrence of imperious circumstances, and in violation of the system of the mothercountry. The elder states of Europe go on li_e wrong-headed farmers, in a
bigoted attachment to their old prejudices and metlfi)ds, while they h_tve exam
pies of the good effects of an improved system all around them,
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_his work to all the clauses and provisio_ls usually, contained in them.
I will confine rnyself to the remark, that al,most everyffiodern
treaty
of commerce
has had for its basis the" imagihary
advantage and
possibility of th_ _liquidation of ,a favourable balance of' trade by an
import of specie.
If these turn out t.o be chimerical,
wbatever
advantage
.,may have resulted from such treaties must be wholly
referrea to_the additlonal freedom.and
facility of international
communicatiori
obtaine_t by them, and not at all to their restrictive
clauses or provisoes,
unless eifiaer of. the contracting
parties has
availed itself of its superior power, to exact conditions savouring of
a tributary character;
as England has done in relation to Portugal.
In such case, it is mere exaction and spohation.(1)
(1) Mr. Villiers and Dr. Bowring, in their very valuable report on the commercial--relations between France and Great Britain, presented to both Houses
of Parliament, during the present year, (1S34,) m remarkit_g upon the disappointments which had been expermneed from.,treatms of commerce between France
and Great Britain, point out the true causes of the failure of these arrangements,
laowever usefully they were intended ; and as it is of importance in other court-'
tries to gaard against a recurrence to simdar extieriments which .might present
a formidable barrier ag'ainst any permanent or solid change to a more hberal international intercourse, we cannot do better, in this place, than to copy their excellent observattgns on this head.
'"Ttiese arrangements, however usefully intended, were productive of so much
inconvenience and suffering from the sudden shifting of capital, as to reduce an
unwillingness to await patiently for their ultimate but somewhat remote advanrages. Every treaty of commercial change must, it is certain, affect some interest
or other, and by thes_ treaties, p_.rticularly the treaty of 1786, so many interests
were suddenly and severely affbcted, ttrat they were enabled, bv combining
together, to overthrow all the'expectations'of future good which would have inewtably followed the removal of restrmti_ns and prohibitions."
"It may also be observed, that treaties of commerce are generally agreqknents
for mutual preferences ; and in so fitr_are encroaehments upon sound commercial
principles. They are intended to benefit the contractlna" parties by common
intereotrrse; to the"exclusion (and consequently to the detrimeht) of other nations.
They ordinarily propose exclusive advantages, which, _f they open seine channels of commercial profit, necessarily ctose others, and prevent the negotiating
nations from availing themselves of the Improvements or accommodating themselves to the changes w]_mh the "fluctuations of ag'rmulture, mahuftlctures, or
trade demand. The Methuen treaty, for example, bound Great Britain to take
the produce of a particular country at diminished duties, whatever superior advantages any other country might chance to offer; wh!le Portugal was, at the
same time, compelled to receive the manufactures of England, whether or not she
might have supphe.d"herself more profitably elsewhere. A treaty, therefore, with
France, proffering_reciprocal advantages, that is to say, giving to France peculiar
privileges in the English m_rket, or obtaining peculiar privdeges for England in
the markets of France, did not appear to oflbr any prospect of permanent_utility ;
but, if it were possible that each country should, lor itself, and, with a special
view to its own interests,' remove those impediments to intercourse whmh had
grown out of hostile feelings or erroneous calculations, and by comparing the facts
which each government was enabled to furnish for the elucidation of the mqmry,
each should find that it cptrld safely and jmhclonsly prepare for.more extended
transactions; if, in u wor_, it could be shown that each possessed sources of wealth
which might be rriad.eproductive'to the other, whiie they 1,Jst nothing of tlmtr
productiveness to the nation that-possessed them, we belig_ced that, in selecting
, such topics for our examination, and such object_ for their result, we were b_
discharging the duty whmh had devolved on us."
A_,amA,,_ .F_mrro_
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Again, I would observe, that the offer of peculiar ad_ araages .by
one nation to anolher, in the'way of a treaty of eomnlerce, if not an
act of hostility, is at'least oue of extreme odium in the eyes of other
nations.
For the concession to one can onty,be'i'otgtered
effectual
by refi_sal to others.
Hence the germ of discord and of war, with
ail its mischiefs.
It is irlfinitelv more simple, and'I hope to have
shown, mpre profitable "also, to treat all nations as friends, and
impose no highm: duties on the intl_oduetion of their pro,duets, than
- what are necessary to place thetg on the s/lm'e footing as those of
domestic growth.
Yet,notwithstm_ding
all tile mischiefs resulting from the e_x_lusion
of foreign products, which t have been depicting, it would I_e an act
of unquestionable
rashness suddenly to change even so ruinous a
-policy.
Disease is not to be eradieated
in a motimnt; it requires
nursing and management
to dispense even national benefits. Mono,_oties are an abuse, but an abuse in which enormous capital is vestei:l,
nd numberless industrious
agents employed, which deser_:e -to be
.treated with consideration;
I.or This mass of' _apital
and industry
_'cannot .all at once find a more advantageous
ehmmel af national
production.
Perhaps the eurdof
all the partial distresses'that
must
follow the downfall of that colossal monster in politics, the.exclusive
system, would be as much as the talent of any single statesman could
accomplish;
vet when one eonsMers ealmly the wrongs
it entails
_41en it is established, and the distresses consequent
upon its 'overthrow, we are insensibly led to the reflection, thfit, if it be so difficult
to set shackled industry at liberty again, with what camion ought
we not to,receive
any proposition for enslaving her!
But governments
ha_e not been eonteni with checking the import
of foreign products.
In the firm conviction, that national prosperity
consists in selling without buying, and blind to the utter imigossibility
of the thing, the)" have gone beyond the mere imposition of a tax
or fine upon purchasing
of fareigners, and have in many.instances
offered rewards in the shape of bounties-for setlirrg lo them.
This'expedient
has been employed to an extraordinary
degree by
'the BritNh government,
which until recently
always evinced the
greatest anxiety to enlarge the market for Brhish ex3mmereial and
manufactured
produce.,
It is obvious, that a merchant,
who re* ;]'he pohtical circumstances of England, during the late wttr, and her Ibrae.rice of supporting and subsidizing military operations on the continent, furnished
her with a more plausible excuse for attempting to export, in the shape ofmanufactured.,produce, ttmse values, which she thus expended without return. :But
she had no treed to be at any expense for that purpose, ttad England charged
aseignorage upon the coinage of'gold and silver, as she ought to have done, she
needed not to have given herself any trouble about the form of the values she
exported to meet her foreign subsidms and expenditure: guineas would themselves have been an object of manufacture.(a)
(a) So they were without the imposition of a seignorage, which, however,
Emuld have been ehar_'ed. But England had.no occasion to give bounties with
It view to facilitate h& foreig-a expenditure." The discount of her bil!s was a

CrouP: XVII.

ON PRODUCTION.

171

ceives a bounty'upon
export, can, without persodaI toss, afford to se.l
his goods in a fOreigfi*market
at a lower rate than plqme cost.
In
the pithy language
of Smith, "We cannot force foreigners
to buy
the go.ds of our own workmen,
as we may our ow_.eountrymen
;
the next best expedient, it has been thought, therefore, is to .pay them
for buying. '_
_"
" "
In Jaet, if a partieularcommodity,
by'the time it has ,cached the
French
market, costs the English exporter 20 dollars, his tronble,
&e. included, and the same commodity
could be bou)ht in France
at the same ,or a less rate, there is nothing to give him exclusive '
.possession of the market.
But if the British goverr_ment
pays a
bounty of 2 dollars upon the ex],wt, and ttiereby enables' him to
lower his demand fi-om 20 to 18 dollars, he may safely reckon upon
a preference.
Yet what is this but a fred gift of tWO dollars from
the British government
to the French
consumer?.
It may be conceived, th'at the merchant has no objection to this mode of dealing ;
for his profits are the same as if the French consumei paid the full
value;or
cost price, of the commodity.
The British nation is the'
loser in this transaction,
in tim ratio of 10 per cent. upon the French
consumption;
and France
remits in return a value ofbut
18 for
what has cost 20 dollars.
When a bounty is paid, not at the moment of export, but at the
commencement
of pi'oduetive creation, the home consumerpartiei-pates with the foreigner {n the aflvantage
of the botmty; for, in that
case, the article can be sold below cost price in the home as well as
in the forej_m3 n4ark6t. And if, as is sQmetimes the case, the producer
pockets the bounty, and yet keeps up the price of the commodity,
the bounty is then a present 0f the government
to the" pr6ducer, over
and above the ordinary profits of his industry.
• When,.by
the means of a bounty, a product is raised either for
home or foreign consumption, which would not have been raised
Without one, the eflbet-i's, an injurious production,
one that costs
more "than it is worth. Suppose an article, when completely finished
off, to be saleable for 5 dollars and no more, but its'prime el, st, ineluding of course the profits of productive industry, to amount to 6
dollars, it is quite clear "that nobody will volunteer
the ]3roduefion,
for fear of a loss of 1 dollar.
But, if the _overnment,
with a view
to encourage
this branch of industry, be willing to :defray this loss-in other words, if it offer a bounty of 1 dollar to the producer, the
production can then go on, and the pubfie reven,._, that is to say, the
nation at large, will be a loser of 1 dollar. " And this is preeisel.v
the kind of actvantage that a nation gains by encouraging
_ branch
sufficient premium to the manu_Cacturer; and, where that expenditure was laige,
greatly exceeded either'drawba_zks or bounties, ttad,specie been dxreetly procurable, perhaps it might have saved'something to the government, in the reduced profit payable to the merchants upon u. mere complex operatmn. But the
merchants must have made their profit upon bullion. The sole difference,occasioned by the absurdity of gratuit6us coinage was, the expense incurred in that
coinage; but the imposition of a seignorage would neither have promoted tim
maportof bullion, nor facilitated its transport to the scene of expenditure. T.
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of production
which carmut au£port
itself: it is in fact urging, the
prosecution of a losing concern, the produce of which is exchanged.
not for other produce, _)ut for the bounty givert by the state.."
Wherever
there is any thing 4o be mate by a particular
employment of industry, it _:ants no encouragement;
where there is-nothing
to be made, it deserves none.
There is no truth in the argument,
that perhaps the.state may gain, though individuals earmo_ _ ibr -how
can the state gain, except through the medium of individuals ? Perhaps it may be said, that the state receives more i_ _luties than it
pays in bounties; but suppose it does, it merely receiyes-with
one
hand and pays with the other : let the duties be lowered to the whole
amount of the bounty_ m_d production will stand precisely where it
did before, with this difference in its favour, viz. that the state will
saw the whole charge of management
of the.bounties,, and part of
that of the duties.
Though
bounties 'a:e chargeable,
and a dead loss to the gross
national wealth, there are cases in which it is politic to incur that
loss;(1) as when.a particular
product is necessary to.public security,
and must be had at any rate, however
extravagant.
Louis XIV.,
with a _iew Io restore t}_e marine of Franee, granted
a" bounty of 1
dollar per ton upon everyship
fitted out in France.
His objeet was
to.train t_p sailors. So likewise when the bounty is the mere refunding of a duty previously exacted.
The bounty paid by Great Britain
upon the export of refined sugar is nothing more than the reimbursement of the import duties upon museovado
and molasses.
Perhaps, too, it may be wise in a government
to grant a premium
on a particular
product, which, though it make a loss in the out_et,
holds out a fair prospect of profit in a few yeats'
time.
Smith
thinks otherwise : hear what he says on the subject..
"No regula- ,
tion of commerce
can'increase
the quantity of industry in any
society, beyond what its capital can mainlain.
It can only divert a
part of it into a direction, into which it might not other,[vi._e have
gone ; and it is by no means certain, that this artificial direction is
likely to be more advamageous
to the society, than that into which
it would have gone of its own accord.
The statesman, who should
a}te-mpt to direct private people in what manner they ought to employ their, capitals, would not only load himself wilh a rrit)st unnecessary attention, but assume an authority,
which could safely be
(1) VCe already have had occasion to remark (note 1, page 104) that there can
be few _)rno eases m which ,it would ever be oolitic to jpct_r a loss by the payment of bounties, even with the expectation of insuring the production of objects
necessary to the public safety. For the end aimed at never can be attained by
such means. The naval preponderance of England, as we before observed, was
not (Jwing to any act of parhament, but .can satisthetorily be traced to those
cauves we have menVionedin the note referred to. HoIland_ besides, rose to the
highest point of European maritime power, withont any navigation la_vs, or
bounties to her shipping ; andFrance, it must he l'emenIbered, notwithstanding
Ihe famous Ordonnanee in 1664, of'Louis XIV., "to engage builders and merchants to construct French vessels," never obtained the so much desired superionty in ships and in seamen.
A_m,c_cAr_Er_Iroa.
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trusted, hot only to no single person, but to. no '_council or senate
whatever;
and whi_ch would nowhcTe be so dangerous,
as in the
hands of a man who had folly and presumption
enofigh to fancy
himself fit to exercise it. 'Though for want of such regulations,
the
society sheu!_l never" acquire the proposed manufactm'e,
it would not
upon that account _ecessafily
be the poorer in any one period ef its
duration.
In _every period of _ts duration,
its whole _ap_tal and industry might still have been employed,
1hough upon different ol5=
jects, in the m_aner that was most advantageous
at the t_me. ''_
And Smith is certainly right in the main ; though perhaps there
are circumstances
that ma, y ibrm exceptions to the general rule, thai
every one is the best _udge how to employ his industry and capital.
Smith wrote at a period and in a country, where personal ihterest is
well understood, and where any profitable mode of investing capital
and industry is not likely to be long overlooked.
But every nation
is not so far advanced
in intelligence.
How many countries
are
there, where many of the best employments
of capital are altogether
excluded
by prejudices
that the government
alone can remove!
How many cities and provinces, where certain established
investments of capital have prevailed
from thne immemorial
! In one
place, every body invests in landed property, in another, in houses,
and in others still, in public offices or national funds. Every unusual
application
of the power of capital is, in such places, contemplated
with distrust or disdain ; so that partiality shown to a profitable mode
of employiiig
indust.ry or ca'pital may possibly be productive
of
nat4onal advantage.
Moreover,
a new channel of industry may ruin an unsupported
speculator,
though capable of 3_elding enormous
profit, when the
labourers shall have acquired practice, and the novelty has once been
overcome.
France at preseot contains
the most beautiful manufactures of silk and of woollen in the world, and is probably indebted
for them to the wise _encouragement
of Colbert's
administration.
He advanced to the. mar_ufacturers
2000fi'. for every loom at work;
and, by the way, this species of encouragementhas
a very peculiar
advantage.
In ordinary cases, whatever the gov¢_rnment levies upon
the product ,of individual exertion
is wholly lost to future production ; but, in this instance, a part was 'employed in reproduction
; a
portion of individual
revenues was thrown into the aggregate
productive capita] of the nation.
This was a degree of wisdom one
could hardly have expeated, even from personal self-interest._- (1)
* Wealth of Nations, book iv. e. 2.
JfI am far from equally approving all the enco_lragements of this kind held
out by this minister ; particularly the sums lavished on several estabhshments of
pure ostentation, whicht like that of the Gobelm tapestry, have constantly cost
more than they have produced.
(1) Our author, here, has permitted, although with some slight quahfication,
an observation to escape from'his pea, in direct contradiction with his own general 'principles, and which, therefore, it is necessary to point out and refute
"France," he remarks, in speaking of her manufactures of silk and'woollen, "iJ
15"
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It would be out of l_]ace here to inquire, how wide.a field bounties open to pecuJati0n_ partiality, and the wJbole tribe of. abuses .in_
cident

to the

management

of

public

affairs.

The.most

erdightened

probably indebted for them to'f be wise encourage_rtent of-Colbert's
admRristration." _Vhat is this but admitting that beneficial cdnsequenees
to mamrfactures
necessarily flow from a protecting
system ? Now, this we deny, and, .in support
of this denial, fortunately can at present i_voke the higho_t autlmyity.
In. the
report on the commereial relations between France and GrgatJBritain,
",/'hioh we
cannot too often _reefer to in support of sound principles, Mr. Vilhers and Dr.
Bowring, both on this point, _.nd regarding the merits find.character
of Colbert_s
administration,
supply us with the following admirable
strmtur.es, which we
have great satisfaction in presenting to our _eaders. They will be foun_i to contain a complete answer to the gratuitous assumption of )I. Say, of the wisdom
herein displayed by Colbert " by this _pecies of- encoura_,ement
_'
" to manuTactures.
"France
thus became the_country which adopted and still exhibits the consequences of a protecting system bn a large scale. Its introdhction may be traced,
or rather its exteosion "as far as possible, to Colbert, a minister to whose name
and admir_i_:ration a great portion of applause has been given, but whose system
of encouragement
was based,on a complete ignorance of the true prmm.p]es of
commercial
legislation.
How small an amount of manufacturing
prosperity
Colbert produced, and how great an amount of agricultural,
commercial, afi,d
manuf_ctrmng
wealth he eithdr de_troyed or checked in its natural progress, will
be obvious to any observer who looks at the immense natural resources and the
active intelligence of France.
It may be safely assei'ted, that the whole of the
beunties_ by whmh he reduced adventurers
to enterdnto
remote speculation.?, as
well as the excessive duties which he imposed on cheaper foreign articles, were
almost uncompensated
se/crifices ; while, on the other hand, of the manofactu_'es
which he transplanted
into France', and which_he protected by the exclusion of
rival productmns, scarcely one took permanefit
root; and of those which still
exist, and which he intended to support, there is perhaps none which would not
have been more prosperous and extensive, but for those regulatmns with which
his zeal encumbered tim early march of manufacturing
Industry. The popularity
in _France of Colbert's commercial
legislation,
and the erroneous deductions
dra.w.n from the consequencos of his interference, have produced a most:prejud]cial effedt on the minds of a large portion of the French pub]_ic. Colbert's system was a vain atterppt to force capital in n_w directions.
Thus, in order to
compel the establishment
of a trade with the:_est
Indies, he made the French
people pay a premium of thirty francs upon every ton of goods exported, and of
fifty francs _)r every ton of goods imported, indepcnderftly of other encouragements. In the same spirit, he incited manufacturings_ttlers,
by large rewards, to
establish themselves
in different -parts of France, and boasted of his having set
tip moi'e.than 40,000 looms, )vhose produce was protected byqegal enactments ;
and no one was found _to estimate the counterbalance
of loss, while-the most flattering picttrres were drawn of enormous gain. He began in miscalculat|on
; he
brought the most despotic interference
to support his errors ; and, if their consequences be faithfully traced, they will be found little creditable to hi_ own saga.
city, _'hile greatly r_inous to the nation for whose benefit t_ey were intended.
The French Revolution broke down many of the absurd and pernicious re_'ula.
tions_which
Colbert had introduced, but the vestiges'of
others remain;
and
although they have become hkbitual, they interfere with improvement, and give
superiority to countries where the action of'industry and capital is unfettered."
"Having
stated thus much, it woui_d be unjust to witb];old from Colbert the
credit to which he is entitled fi_r the admirable
order he estabtished in the
quances, the efforts which he made to improve, in many particulars, the" system
af taxation,' and his opposition to the inconsiderate
plan of funding adopte([
by Ldu_ois.
The commercial and maritime legislation of l_rance owes to him
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statesman'i_often
0bligedto
abandon a-schbine of evident public
utility, by the un.avoidable
defects -and. abuses in the execution..
Among these, one of die most frequent and prominent i*, the risk of
paying a premium, or granting
_i favour tb the pretensions,
not of
merit; bm of impormnit3".
-In oOaer ?espects, I hav_ no fault t6 find
with the honours, or even pecuniary
rewards publicly
given to
artists or mechanics,
in.Tecompense
of some extraordinary
achievemerit of genius or address.
I_ewards of this kind excite emulation,
and enlarge tim stock of general _knowledge, without diverting
industry or caphal f]'om their, most beneficial channels.
Besides, they
cost nothing in'comparison
of hounties of another descriptic,n.
"T_[e
bounty on the export of _vheat has, by Smith's account, cost England
in some years as much as a million and a half of dollars.
I do not
believe t]aat the British or any; ether government
ever spent the
fiftieth pm't of that sum upon agriculture
in any one year.

S_mN

II.

Of the Effect of Regulatlons flc¢ing the Manner of Production.
The interference of the public authority, with reg'ard.to the details
of agricukural
production,
has generally
been of a -beneficial kind.
The.impossibility
of int6rmeddling
in the minute and various de(oils
of agriet-dture, the vast number of agents it occupies, often widNv
' separated in locality and, pursuits, fi'om the largest farming c°ncerns
to the tittle garden of the cottager,
the small value of the produce in
comparison
with its volume, are .so many obstacles that nature has
placed in the way of authoritative
restraint and interference.
3_11
governments,
that" have pretended
to the feast regard for the public
the compilation of the ordonnance of 1681, a body of maritime law uuriva!led to
this moment."
As there is, also, another error, in the same paragraph, we must be allowed
briefly to notice it. By.advancin_ to the manufacturers _000 frmaes for every
loom at work, our authoi thinks Colbert displayed a degree of "_-isdomhardly to
be expeeted, inasmueh, as in this instane$, "a part of the advance would be
employed in reproduction," whereas, aeeordm_ to him,"' in ordinary _ases, whatever the government levies upon the products of individual exertion is wholly
lost t6 futt_re-production." Now, nothirrg_can be more cle_, than that the tax
levied, for the payment of this advance, is a pure loss to the tax-paym:c, people,
and with this peculiar aggravation, that a large class of the taX-payers are not
even the consumers of th_ "encouraged" product. Nor is'it exaetly"_rue, that in
"ordinary cases whatever the government levies is wholly lost to future productiolb" for whether the tax be advanced for every loom at v_'ork,or for the work of
the looms themselves, is pr_e'eiselythe same'thlng ; and, as to the destination o.f
the tax, a portion of it is quite as likely to be employed in reproduction in the
latter as in the former ease. °FmaIly, wh_.re the tax is sirn.plyan " encouragement" to the products, the amount of it will be lira,ted by the effective demand
for them, whereas, when the advance is made for-every loom at work, there is no
such limit to a useless tax.
A_r_IOAN EDITOR
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welfare, have Consequently c'on'fined themselves to, the gra,ntin_ of
premiums
and encouragements,,,
and to the _iflbsion,..of know|edge
which l_as often contribut .ed largely to ff_e progress 6f this ,art. The
veterinary
college of Alfort, &e experimental
farm of Ramboullet,
the .intr.otluctio.-of
the Merino breed, arc real benefit_ to the agriculture of France,
tile enlargement
and perfection
of which she
owes to the prmqdence
of. fl_e diflbrent
rtilers that her political
troubles have successively
brought into power,
A nationat administration
that guard.s With vigilance the faciIi_y
of communication
and the quiet prosecution
of the labours of husbandry, or punishes acts of cu!pable neglig_nce, as the destroying
of care
and other noxious insects, does a service analogous
to the preservatioia
of civil order and of proi_rty,
without which
production
must cease altogether.
The regulations
relative to the-felting of trees in France,
however
.indispensable
ibr the preservation
of their growth, at least in many
of their propulsions, appear in others rather to operate as a discourage.
,
• ,
. .
•
.
o
.
.
_pher.ie moisture, vet seems to be daily on :the decline.
But ther6 is no branch of industry that has suffered so muc'h from
the officious interference' of authority in i/s detail_, as that of manufacture.
•"
Much of that interference
has been directed towards limiting the
number of producers, either by confining tlmm to one "trade 'exelu:
sively, or by exacting specific terms, on x_-hich they shall carry on
thei>business.
Tbis system gave rise to the establishment
of char r
tered companies and incorporated
trades.
The effect is always the
same, whatever be the means cmployecl.
An e.xelusive p_'ivilege, a
s_ecies of monopoly, is creat6d, _hich the consumer pays for, and of
which the privileged
persons derive all the benei]t.
The monopolists can proseoqte their plans of self-interest wilh so mlxch the more
ease mrd concert, because they have legal meetin_gs and a regular
organization.
At-such
ir_eetings, the prosperity
olthe
corporation
is mistaken'for that of commerce
and of the nation at large ; and the
last thing considered
.is, whether the proposed
advantages
be the
result of hctual'newproduction,
or merely a transi_er _'rom one pocket
to another, from the consumers to the privileged producers.
This
is the true reason why those engaged
in any particular
branch of
trade are so a!axious to have themsel;-es made the subject of regula• Under the old rizime of the canton of Berne, every p_oprietor of land was
required to lhrnish, m the proper'_eason of the year, so manjr bushels of c0ckchafers, in proportiomt_ the extent of his property. The rich landholders were
in the habit of buying thmr contingents frqm the poorest sort of people, who
made _t their b_siness to _ollect them, and did it so effecthally, that the district
w'as ultimately cleared of tkem. But-the extreme di_eu]ty, that even the most
provident government meets witl_ in'doing good by its interference in the business of production, nmy he judged of by a fact of whidh I am credibly assured,
viz. that this act of paternal care gave rise to the singular Tvaud of transporting
• ese insects in sacks from _hc:Savgy side of tha Leman lake into the _Pays de
Vaud.
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tion ; ,and the public authorities a_e commonly, on tl_eir part, _very
ready to indulge _em in what offers so fair an opportunity of raising
a revenue.
".
,
Moreos, er, arbitrary regulations are extremely flatt_)ring to the
vanity of men in power, as Riving them an air of wisdom and foresigh_, and con_irmiug their authority, which seems to derive additional importance from the frequency of its exercise.
There is, perhaps, at this time, iao country in Europe Where a man is free to dispose of his industry and capital in what manner he pleases ; in most
ptaees he cannot even'change his'occupation or place of residence
at pleasure. It is not enough for a man to have the necessary qualifications of ability and inclinatio K to become a manufacturer or
dealer in the woollen or silk line, in spirits or 'calicoes; he must
besides have served his time, or been admitted to the freedom of the
craft.* Freodoms and apprenticeships are likewise expedients of
police,, not of that wholesome branch of police, whose object is tile
maintenance of public and private security, znd which is neither
costly nor vexatious; but of that sort of police which bad governmen{s employ-to preserve or extend their personal authority at any
expense. By the dispensation of honorary or pectmiary advantagesauthority can generally influence the chiefs and superiors it has
appointed to the eoFporations, who think to earn those honours and
emoluments by their subservience to the power that confers them.
These are the ready tools for the management of the body at large,
and volunteer to denounce the individuals, whose firmness may be
formidable, and report those whose servility may be reckoned upon,
and all under the prete_ of public good. Official harangues and
public addresses are never wanting in plausible reason_ for the continua_ce of old restrictions on liberty of action, or for the establishment of new ones ; for.there is no cause so bad as to be without some
argument or other m its favour.
The chief advantage, and the one most relied upon, is, the ins,_rance of a more perfect execution of the products raised for consumption, and of.a SUl3eriority in them highly favoiarable to the national commerce/and calculated to secure the continued demand of
foreigners. But does this advanta_o'e result fffom the system in question ? What security is there tha?tthe corporate body" itself will aIways be composed of men not merely of integrity, but of scrupulous
delicacy, such as would never be disposed to take in either their own
countrymen or foreigner_ ? We are told that this s3;stem facilitates
the errforcement of rezulations for the warranty and verification of the
quality of products; l_ut are n6t such regulations illusory in practice,
* When industry made its first start in the middleages, and the mercantile
classes were exposedto the rapacltyof a grasping,and ignorant nobility,incorporated trades and-crafts were useful in extending to individualindustry the pro
tection of the associationat large. Their utility has ceased altogether of late
years: for governments have, in our days, been either too enlightened to
encroachupon the sources of fiffanciaiprosperity,or too powerfulto stand in
aw_ of such associations.
X_
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even under the corporate system ? and, supposing them absplutely
ueces_rv, is there no more simple way of enforcing them ?
Neither will the length of apprenticeship be a better guarafiteg of
the perthction of Che'work ; the only thing to _oedepended upan for
lhat perfection is file-skill of the workman, and that is best attained
by pay-ing him irt proportion to his superiority.-,4 To teach 'any
young man," says Smith, ..,"in the completest manner how to 'apply
the instruments, and how tcr construct the machines of the common
mechanic trades, cannot well require the lessons of more than a few
weeks, perhaps_,those- of a few.days might be sufficient. The dexterity of hand, indeed, even in common trades, canoot be acquired
without.
. much practice _md experience, but a yotmg_man would _prac"
use with much more diligence and attention, if. from the beginni.ng
be wrought as a journeyman, being paid in proportion to the little
"work which he could execute, a_d °paying in his turn for the materials which he might sometimes spoil through awkwardness and inexperience."*
Were apprentices bound _out d year later, and the inte_'val spent
in schools conducted on the plan of mutual instruction, I c_tn hardly
think the products would be worse executed; and, beyond all dour,
the labouring class would be a'dvanced a stage in civilization.
"Were apprenticeships a sure means of obtaini.ng a greater perfection of products, those of Spain would be as good as those of Britain.
I__was not before incorporated trades and compulsory apprenticeships had been abolished in France, that she aitai'ned that superiority of execut_n she has now to boa-st of.
Perhaps there is no one .mechanic art nearly so difficult as that
of the gardeq,er or field labourer; yet this 'is almost the only one that
has nowhere been subjected to apprenticeship. Are vegetables and
frtfits produced in tess abundance or perfection ? Were cultivators
a corporat_ body, I suppose it would soon be asserted, that high:
flavoured peaq_e_ and white-heart lettuces could not be raised with,rot a code of_ome hundred well penned-articles.
After all, regdlations of this nattire, even admitting their utility,
must be nugatory as soon as evasion is a]lowed} now it is notorious
that there is no manufacturing towns where money will not purchase exemption. So that they are more than merely useless as a
warranty of quality ; inasmuch as they are the engine of the mosl
odious injustice and extortion.
In support of these opinions, tim advocates for the corporate'system appeal to the example of Great Britain, where industry is well
known to be greatly shackleff, and.yet manufactures prosper. But
in this they expose their ignorance of the real causes of that prosperitv. "These causes," Smith tells us, " seem to be the general
liberty of trade, which, notwithstanding some restraints, is at least
equat: perhaps superior, towhat
it is in any other eountrr; the
liberty of exporting, duty free, ahnost alt sorts of goods, whi'(:h are
the produce of domestic fndustry, to almost any for_-ign country •
Wealth qf Nations, booki. c. 10.
J
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and; what'perhaps
is of still gremer
iinportanqe,
the unbounded
liberty of transporting
them fi'om any one part of our own country
to any other, without_ein_
olfiiged to give any accbunt to any publie etfice,'without
bein_ liable to questien or examination
of any
kind," &e.*
Add to these, the complete irlviolability of gll property
whatever, either by public or private attaek_ the enormous
capita|
accumulated
by h0r industry and frugality, and lastly, the habitual
exercise of. dttention and judgment, to which her popul_ation is trained
from the ea*rliest years; and_ there]s no need "of looking farther for
the causes of the manufacturing
prosperity of-Britain.
Those who cite her example in justification
of their desire lo
enthral the ex¢rtions
of industry, are _ot perhaps _aware that the
most thriving towns in _hat kingdom, those on which he.r character
for manufacturing
pre-eminence
is _Mn]y. built, are the re@ places
.where there arano incorporations
of crafts and trades'; h tanchester,
Birmingham;.and
'Liverpoo];_ _re
mere xdJlages a century or two
ago, but now rank in point of wealth and population next to London,
and much before York, Canterbury,
and even Bristol, cities of the
greatost antiquity and privileges, m{d the eapitals of her most thriving provinces, but still subjected
to the shackles of these.Gothic
institutions.
" The town and parish
of ,Halifax,"
says Sir John
Nickols,_ a writor of acknowledged
local information,
"'has, within
these forty yeal's, seen the number of its fnhabitants
quadrupled:
whilst lnanv .other towns, sul_jeeted to eorporations,,
have..-tex _erieneed a sdnsible diminution of theirs.
Houses situated w_thm.the
precincts of the city of London hstrdly find tenants, and-numbers
of
them remain empty ; whilst Westminster,
Southwark, and the other
suburbs are continually increasing.
These strhurbs are free, whilst
London supports within itself four-score and twelve exelu'sive companies of all kinds, of which we may see the members
annually
adorn, with a silly pageantry,
the tumultuous triumphal
procession.
of the Lord l_Iayor." .
The prodigious manufacturing
activity og some of the suburbs of
Paris is notorious ; of the Faubourg
St. Antoine, in particular,
where •
industr)- en'oved,
j.
many. exemptions. . Some produe_s were made nowhere else.
How happened it, thai without apprenticeships,
or the
necessit9 of being free of the craft, the manufacturer
acquired a
greater degree of skill, than in the rest of the city. which was subject
to those institutions that are held up as so in_tispensable ? For a
very simple reason : because self-interest isthe best of all inslruetors.
An example or two will serve better than all reasoning
in the
world, to show the impediments thrown in the way of the develop* Wealth of Nation_,_book iv. e. 7.
Remarks on the A-dvanta_e_ and Disadvantages
Britain, 12too. 1754, _ 4, p. 142. (a)

a¢Baert. vol. 1. p. 107.
of France and of Great

(a) This work was ori_instly'0ublishedfn French m 17.%2,With __reat success,
under the fictitious name of Sir John Niekols, and as sutoose& td liave been-the
production of a foreigner employed about the court of Versailles. It contain_
many ]udicmus remarks upon the intex;_l pohey of Britain. T.
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merit of industry by incorporations
of.trades and crafts.
Argand,
the inventor of the lamps, that go by his name, arid yield, aVthe same
vxpense, triple the amount
of light, wa_ dragged before _dae Parlement de Paris, by the company of tinmen, locksmiths,- ir0nmongers_
and journeymen
farriers, who claimed the e_clusive right bf making
.k_'ps.*
Lenoir, the celebrated
Parisian philosophical
and matheri'mtical instrument maker, had set up a small furnace for the convenience of working the' rheta_used
in" his busi/m_,.
The syndics
of the founders' company came in person.to
demolish .it; _ and he
was obliged to apply to the aking for protoction.
_I'hus was talent
dependent upon court favo_ar. The manufacture
of japanned
hard
ware was altogether excluded from France until the era Of the.taro- tution, by the Circumstance
of its requiring the skill and implements
of marly different trades, and the necessity of being admitted to the
freedom of them al_before an individual could carry it on. It would
be easy to fill a' voluine _-ith the recapitulation
of the disheartening
vexations that personal industry had to encounter in the _city of Paris
alone,uffder
the corporate system ; and another" with that of,the successfulefforts made, since that system was abolished by the revolution.
FDr the same reason that the free suburb of a chartered
town, or
a free town in the midst of a country embarrassed
by the officiousness of a meddling government,
wilt exhibit an unusual degree, of
pro_erity,
a nation that ehjoysthe
freedom of industry, in the midst
of others following the corporate
system, would probably reap simila)r advantages.
Those have thriven the most, that have been the
least shackled by the.observance
of formafities, provided, of course,
that individuals he socured from the exactior/s of power, the chicanery of law, and the attem_)ts of dishonesty pr violence.
Sully,
whose whole life was spent in the study and practice
of measures
"for improving the prosperity
of France,
entertained
this opinion._"
In his memoirs, he notices the multiplieity of useless laws and ordinances, as a direct barrier to the national progress..$
* "Why not'get himself made free of the company?" say those who are ever
ready to palliate_or justify official abuse. The corporation, which had the eon-¢
trol over admissions, was _tself interested in thwarting a darigerous competitor.
Besides, why eom_ tha ingenious inventor to waste in a personalrcanvass, that
time which would be so much more profitably occupied in hi, calling !"
_"Liv. xix.
Colbert's early education in the counting-house of the Messrs. Mascrani, of
Lyons, a very considerable mercantile establishment, Very early imbued him
with the principles of the manufacturers. Commerce and manufacture thrived
prodigiously under his powerful and judicious patronage ; but, though he liberated
them from abundance of oppression, he was himself hardly sparing enough of
ordinances and regnlations ; he encourKged manufactures at.the expense of agriculture, and saddled the people at large with the extraordinary profits of monopolists. We eann_ shut our eyes to t,qe fact, thag to this system, acted upon ever
since the days of Colbert, France owed, the striking inequahties of private fortune, the overgrown wealth of some, anffthe superlative misery bf others ; the
contrast of a few splendid establishments of industry, with a wide waste ol
poverty and degradation. This is no ideal picture, but one of sad reality, which
• tae study ofpnnciples will help us to explain.
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tt majz, perhal_s,.be alleged, that, wore all occupations quite free,
a large ,proportion of those who engaged ifi them would fall a sacrifice to tho eagerness of competition.
Possibly they might, in some
few instances, although it is not very likely there should be a great
exedss of candidates in a line, that held out but little prospect of gain;
yet, admitting the casual, occurrence of this evil i! would be of
infinitely less- magnitude, than permanently keeping up the prices, of
produce at a rate 'that must limit its consumption, and abridge'.the
power of purchasing in the great body of consumers..
If the measures of authority, levelled against the free disposition
of each man'_'respecti,e
talents and capital,' are criminal in the eye
of soundpolicy,
it-is still more diltlct_lt'to justify them ttpon the
principles bf natural right. "The patrimony of a poor man," says
the author of tbe Wealth of Nations, "ties _n the strength and dex•terity of his hands : "and to hinder him from employing this strengtland dexterity in what manner he thinks proper, without inju'ry tc
his neighbour, is a plain violation of his most'sacred property."
However, as society is possessed.of a natural right to regulate the
exercise of any class of industry,'that without regulatiofi might prejudice the rest of the community, physician,t su:r.goons, and apothe•caries, are'with perfect justice subjected to an,xamination irrto their
professional ability. The tive_ of their fellow-citizens are dependent
Ul_On.their skill, and a test of that skill may fairly be estalSlished ;
but it does not seem advisable to limit the number of practitioners
flor the plan of their education, Society has no interest further than
to ascertain their qualification.
On tile same grounds, regulation is useful and proper, when aimed
at the prevention of fi'aud or contri_'a0ce, manifestly injurious to
other kinds of production, or to the public safety, and not at presci,ibing _the nature of the prtduets and the methods of fabrication.
Thus, a'manufacturer must not be allowed to'advertise his goods to the
public as of .better than their actual quality; the home cot_sumer is
entitled to the public protection against suck a breach of faith ; and
so, indoed, is the mercaritile character of the nation,, which must.suffer in the estimation and dem_ind of foreign customers from such
practices. And tl_is is an exception to the general rule, that the best
of all guarantees is the personal interest of the manufacturer.
For,
possibly, when about to give up busihess, he may find it answer to
increase his profit by a breach of faith, and sacrifice a future objec'
he is abotrt to relinquish for a present benefit, A fraud of this kind
ruined the French cloths in the Levant market, about the year
1783; since when 1he German and British have entirely supplanted
them. * We may go still further. Aft m,tiele often derives a value
from the name, or from the place of rts rrianufacture.
When we
judge from long experience, that cloths of _udh a' denomination, and
• The los_ of thia"tracle haabeen erroneouslyimputedto the liberty or"com.
merce, consequentupon the revolution. But Felix Beaujour, in his Tableau du
Commerce.de1£ C1rdee,
has shownthat it must be referred to an earlier perir_l,
when restrictionswere _titl in force.
16
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made at such a-place, will be of a certain breadth and substance, it
is a fraud to fabricate, ujader the "same name and at,the_same place,
a commodity of inferior substance and quality to the orair_ary standaid, and thus to send it into the world under o, false certificate.
Hence we may form an opinion of the extent to which government may carry its intert_rence with benefit. -The corres"pondenee
with the sample of conditions, express or imp'Iidd, mast be rigidly
enforced, and go_'ernmenti should _reddte with productior_ no further.
I would wish to imp_'ess upon my readers, that the mere-interibrence
is itself an evil, even where it is of use :*first, because it harasses and
distresses individuals; and, secondly, because it costs mone_', either
to the nation, if it be defrayed by government, that is to say, charged
upon. the p.ublic purse, or to the consumer, if it be charged upon the
specific article ; in the latter cgse, the charge must of course enhance
the price, thereby laying an additional tax upon the home consumer,
and pro tanto disco'ura_ng.the _reign demand.
If inter[erence be an e_:il, a paternal gover0ment will-be most
spaciug of its exercise. It will not trouble itself about the certLficati,,t_ of such commodities, as the purchaser must'understand better
than itself; or of such as cannot well, be certified _ its agents ; for,
unfortunately, a goverrm_ent must ahvays reckon upon the negligence,.incapacity, aud miscondoct of its retMners. But some articles may well admit of certification ; as gold and silver, the standard
of which can only be ascertained, by a complex operatiorf of ehemi_tJ'v, which few purchasers know how to execute, and which, if
they did, would cost them infinitely more" than it can be executed
for by the government in their stea_l.
In Great Britain, the individual inventor of a new product or eta
n_w process may obtain the exclusive right to it, by obtaiuing_what
is c_illod a patent. While the patent remains in force, the absence el
competitors.enables him to raise his price far above the ordiuary
return of his or,tiny with interest, and the wa_,es ,of'his own industry. Thus he receives a premium from the government, charged
upon fl_e consumers .of the new article ; and this premium.is often
very large, as may be supposed in a com_try so immed4a_ely.pro0uctire as Great Britain, where there are consequently abundance of
affluent individuals, ever on the look-out for .some new .bject of
enjdvment. 8ome years ag8 a man invented a spiral or worm spring
for:_nsertion bet,_/een the leather braces of carriages, to ease their
lnotion, and'made his fortune by the patent for so trifling an invention.
Pr_vileges_of this kind no one can reasonably object to ;"for they
neither interfere with, nor cramp any branch of industry, previously
;n operation.
M:oreover, the expense incurred.is purely voluntary;
and those who choose to incur it, are not oLliged to renounce the satisthetion of any,previous wants, either of necessity or of amusement.
/

* "Every restraint, imposedby legislation,upon the freedomof human action
must ine,cltablyextingt_isha .portion of the enerffies of the e.ommu-nity,
and
abridgeits annual produet."--TVerrl,l_efl, sur l'Econ PoL e: 12.
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"Honvever, as it is the duty bf every government to aim at the
i_'onstant amelioration of its subjects' condition, it cannot _leprive dther
producers to eternity of the right to employ part of their i/Idustry
and capital in this particular t:hamM, which perhaps they might
sooimi" or lu'ter have themselves diseove_'ed, or preclude the consumer for a very. long period from the ad_'anmges-of a eompetitioflprice. Forgi_n nations being out, of its jurisdiction, wouId of course
g,rant no privilege to the inventor, -and would, therelbre, in this partieular, during the operation of the patent, be better off than die
nation whore the invention originated.
France* htts imitated the wise example of England, in assigning a
limit to the duration of these"patent rights, after which the invention
is "free for all the world to avail themselves of. It is also provided,
that, if the process be capable of concealment, it shall be divulged.at
the expiration of the term. And the patentee, who in this ease, it
may be supposed, could do without the patent, hag" this' advantage:
that if his secret be discovered bv-a_y body Jn the interim, it cannot
be made avmlable lill the expiration of tt_e term.
Nor is it at all necessary that the government shored inquire into
the novelty or utility of the invention ; for, if it be useless, so much
the worse for the inventor, and, if it be already known, every body
is competent to plead and prove that fact, and the previous right o}"
the public; so that the :only sufferer is the inventor, who has been
at the expense of a patem (or nothing.. Thus the public is no loser
by this species of encouragement, but, on the contrary, may derive
prodigious advantage.
The regulations tending to direct either the object or the method
of production, which have been above observed tipon, by no mes.ns
e.omprise all themeasures
adopted by differenf nations with those
wews. Indeed, were I to specif}, them all, my catalogue would
soon be incomplete ; for new ones are every day brought into practice. The great point is, to lay down ee_:tain principles, that may
enable us beforehand to judge of their consequences. But there are
two other branches of commerce, that have been the subject of-more
than usual regulation, and are, therefore, worthy of more special
investigation.
I shall devote the t_vo succeeding sections to their
exclusive examination.
_Eormr_ 1II'
• Of Pr:2vilegedTrading Companies.
A government sometimes grants to individual merchants, and
mtleh oftener, to trading, eom panie%_the exclusive, privilege of buying..
and selhng specific articles, tobacco for example._, or of trafficking
with a particular country, as with India."
* Vide the laws dated .Tth Jan. and 25th May, 1701, and 2{)thSept. 1792
Also the a_r_.tof the _overnzaeat,dated 5 Vandemaire,an. ix.
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The privileged traders, being' thus exempted from all compeUta_
by the.exertion of the public authority, can raise their prices ab(_ve the level that could be maintained under the operation of a free
trade. This Tunnatural ratio of prico _s sometimes fixed by* the
gsvernment*ita_lf, which thus assigns a hmit to _ partiality it exercises towards the producers, and the injustice it practises upon the
consumers : otherwise, the avarice of the privileged company wouId
bebounded only by the drea.d of losing more by the reduction of
the gross amount of its sales, .in consequence of increased prices,
than it would gain by their unnatural elevation. At all events, the
consumer pays for the commodity more than its worth; and government generally contrives to share in the profits of the monopoly.
•It has been said, for the most ruinous expedient is sure to find
some plausible a_urnent or other to support it, that" the commerce
with certain nations i'equires precautionary measures, which privileged companies only can erfforce..At
one timi_ the plea is, that
forts must be'built, and marine establishments kept up ; as if in truth
it Lwere worth while to traffic sword in hand_ or an arnff were necessary to protect plain dealing ; or as if the state did not already maintam at great charge a military tbrce for the protection of its subjects !
At another, that diplomatic address is indispensable.
The Chinese,
for instance, are a people_o bigoted to form and.prone to suspicion-so entirely independent of other nations, by.reas0n of ,thqir remote
position, the ext_t of.their territory,.and the peculiar character of
their wants, that is a matter of special, and precarious favour to be
allowed to deal with them. We mu_t, therefore, elect either to go
without their teas, silks, and nankeens, or be content to submit tc
reCautions,'which can alone insure the continuance of the trade;
r the dealings of individuals might endanger, the contintmnce of
that good humour, without which, the mutual intercourse of the two
nations would be at an end.
But, let me ask, is it so certain that the agents of a company, who
are too apt to presume upon the support _f the military power,
either of the nation or at least of the company,---is it quite certain,
that such agents are more likely to keep.alive an amicable feelifig
than private traders, in w.laom more deference to local institutions
might be expected, and who would have an immediate interest in
keeping clear of any misunderstanding that should endanger both
their persons and their property ?_
But, supposing the worst that could happen, a*nd granting, fo*r
argument's sake, that the trade with China can not be conducted
otherwise than by-a privileged company, does it fol(ow, that with
,_ut one .we mast needs give up the taste for Chinese productions ?
* This has been exemplifiedin the Commercialrelationsof"the United States
with China. The AmeriCantraders conduct themselves,at Cantonwith more
discretion,and are regarded by the Chineseauthori[ieswith less jealousy than
".heagents of the English company. The Portuguese, for upwardsof a century,
carriedon the trade with the-Eastern seas, without,the intervention of a corn.
pray, andwith greater success than any of their contemporaries.
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Certainly not, The trade- in-Chinese goods'will always _xist. for
this plain reason, that it su_ts ,both "parties, theChinese aod their
customers. /But shdll "we not pay dearer for those Roods? There is
no ground for thinking so. Three-fourths of the _European sta/es
havenever sent a single ship to China, and yet are abundantly supplied with_teas, with silks, and with nankeens, and that too at a very
cheap rata.
There is an6tiaer argument of more general application, and still
more frequently Urged; .viz. that a company, having the exclusive
trade of any given country, is exempt from the efffeets of competition, and, therefore, buys at a less price. But, in the first place, it
is not true that the exclusive privilege exempts from 1_ effect of
competition: the only competition it removes, is that of the national
traders, which would be of the utmost benefit to the nation ; but it
excludes neither She competition of foreign companies, nor of foreign
pri_ate traders.
In the next place, there are many articles that
would'not'rise
in price'in consequence of the competition, which
some .people affect to be alarmed at, though in truth it is a mere
bugbear.
• _uppose Marseilles, Bordeaux, L'Orient, were all to fit out vessels
to bring tea from China, we have no reason to believe that all their
ventures tog_her would import more tea into France, than Fra_ace
.could consume or dispose of. All we hare to fear is, that theyshould
not import enough. Now, if they were to import no more than other
merchants would daave imported for them, the demand for tea m
China will have been just the same in both cases ; consequent_-, the
commodity will not have become more scare there. Our merchants
wguld hardly have to pay dearer for it, unless the price should rise
in China itself; and what sensible effect could the purchases of a few
merchants of Frartce have upon the price of an.article consumed in
China itself, to one hundred times the amount of the whole consump.
tion of Europe ?
But, granting that European competition would operate to raise
the price of some commodities in the eastern market, is that a sufficient motive for excepting the trade to that part of the world from
the general rules that are acted upon in all other branches of commerce ? Are we to invest an exclusive company with the sole conduct of the import or export trade between Germany and France, for
the 'sole purpose of getting our cottons and woollens from Germ_.ny
at a cheaper rate? If the commerce of the East were put upon_tbe
same footing as foreign trade in general, the price of any one article
of its produce could never long remain much above the cost of production in Asia; for the rise of price would operate as a stimu,us to
increased production, and the competition of sellers would.soon be on
a par with that of purchasers.
But, admitting the advaotage of b_uyingcheap to be as substantml
as it is represented, the nation at large has a right to participate in
that cheapness _ the home .consumers ought to buy nheap as well as
the company. Whereas in practice it is just the reverse, and, for a
16 _*
Y
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very simple reason: the company is not exempt from competition as
a purcha,ser, ibr other nations are its c9mpetitors : but as a seIler it i_
exeanpt; for the rest of.the nation can buy the articles if de.Ms, in nowhere else, the import by foreigners
being wholly' prohibited.
It
asks its own price, and can command the market, especially if it-be
ttttentive to-keep the market always understocked,
as the English
cM1 it; that is, if the supply be'_ust so far short of ihe-demand,
as to
keep alive the 9ompetition of purchasers. _-- . "
In this manner,
trading
companies
not (rely extort exorbitant
profits from the eonsumer,
but moreover
saddle him with all the
fraud and mismana_ement
inseparable
from the conduct of, these
unwieldy bodies, with their cumbrous organisation
of directors
and
factors without end, dispersed from one extremity of_e globe to the
other.
The only check to the gross abuses of these privileged
bodies is the smuggling or contraband
trade, which, in this.p0int of
view, may lay claim to some degree of utility.
This analysis brings us to the point in question ;are
the gains of
the privileged company, national gains ? Undoubtedly
not ; for they
are wholly taken from the pockets of. the nation itself.
The whole
excess of value, paid bv the consumer, beyond the rate ht which free
trade could afford the article, is not a value produced, but sO,much
existing value presented by the government
to the trader at the con. sumer's expense.
It will probably be urged, that it must at least be
admitted, that this profit remains and is spent at ;home.
"Granted.
but by whom is it spent ? that is the poin£
Should one member of
" a family possess himself of the whole family income, dress himself
m fine clothes, and devour the best of every thirtg, what consolation
would it be tO the rest of the family, were he to say, what signifies
it whether you or I spend the money ? the income spent is the satne,
so it can make no difference.
The exclusive as well as excessive profits of monopoly would soon
glut the privilege d cons)antes with wealth, could the), depend upon
tfte good management
of their, concerns ; but the cupidity of agents,
, the long pendeney of distant adventures,
the difficulty of bringing
thctors abroad to account, and the incapacity of those interested, are
causes of rut 0 in constant activity.
Long and delicate operations of
eo/nmercv-require
superior exertion and intelligence' in the parties
interested.
And how can such qualities be expected in shareholders,
amoanting sometimes to several hundreds, all of them having other
matters of more personal importance
to look after ?t
Such are the consequences
of privileges granted to trading eompa* It is well known, that, when the Dutch were ,in possession of the Moluccas,
they were in the habit of burning part of the spices they produced, for the sake
of 'keeping up the price in Europe:
The answer of La BouTdonnais to Qne of the directors of the French East
India Uompany, who asked how it was, that he had managed his own inte_:ests
so much better than' those of the company, will lor_ be remembered :---:"Because," said.he, "I mana_'e my own affairs according to the dictates of my own
judgment but am obliged to follow your instruotioas in regard to those of the
Company."
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hies : and .these consequences,
it must be observed+ are in _e nature
of thing_ inseparable ; circumstances
may reduce their efficacy, but
can never remove them altogether.
The English East India Company has met witia more success than the three or four French ones
that at 'diflhrent _imes made the experiment. + This company
is
sovereign as weltas merchen_ ; and we'know, by experience, that the
most detestable' governments
may last for several generations
; witJaess that of the Mamelukes
in Egypt.(1)
There are some minor evils-also incident to commercial
privileges.
The grant of exclusive •rights .frequently exiles from a country a
branch of industry and a portion of capital that would readily have
taken root there, but are compelled to settle abroad.
Towards
the
close of the reign of Louis XIV. the French East'India
Compnny,
being t]nable t6 "support itself, notwithstanding
its exclusive rights,
transferred
the exerdise of its privileges to some speculators
at St.
Malo, in consideration
of a small share in their profits.
The trade
began to revive under the influence of this comparative
liberty, and
would, on the expiration
of the company's
charter,
in 1714, have
been as active as the then melancholy condition of France would
have permitted:
but the company petitionod for a renewal,
and obtained one, pending the ventures of some private trader+s.
Sbon
afterwards,
a vessel of St. Malo, commanded
by a Breton of the
name of Lamervitle,
appeared upon the French coast, on its return
from the East Indies, but was rdfused permission
to enter the harbour, on the plea, that it was- in contravention
of the company's
rights.
Consequently,
he was compelled
tO prosecute his voyage to
the nearest port in Belgium, and carried his vessel into Ostend,
where he disposed of the cargo.
The governor of the Low Countries, hearing of the enormous profits he had made, proposed to the
captain a second voyage, with a squadron to be fitted out for'the
express purpose ; and Lamerville
afterwards
performed
many simi+ The first French East India Company was established in the reign of Henry
IV. A. D. 1604, at the instance of a Fleming of the name of Gerard LeroL It
met with no success.
(!.) The comme;cial+anonopo]y of the English East India Company was finally
abolished by ttrre.e acts of Parliament, passed during the year 1S33, namely,
chapters 85, 93, and 1_)1of the 8d and 4th William IV. The first is entitled', an
act tor effecting an arrangement with the East India Company, and for the better
government of His:Majesty'§ Indian territories, till the 80th day of April, 1854;
the second, an act to regulate the trade 6f China and India ;_and the third, an act
to provide for the collection and management of duties on tea.
By these acts the trade with both China and India is thrown open, for the first
time, to British enterprise alad capital, and British subjects are also permitted to
take up their residence in these countries. It is needless to point out the vast
importance of these enactments, and the great advantages that must result from
them, not only to British subj6cts, but to the whole commercial world. -The
resohrces of regions of rich countries that.have hitherto Jam dormant will now
be called into activity, and.the general wealth of the country, and its capacity of
• absorbing foreign comm_it!es, immensely increased.
' ,
Ammm._,F_,_zvo_.
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._r voyages for different employers, and laid the foundation Of _he
Ostend Company.*
"
Thus, the French consumer must necessarily have suffered by
this monopoly : and so, in fact, lm ¢lid. But, at any rate, it will be
supposed, "the company must have benefited. Just th_ contrary:
the company was itself ruined ; in spite of the monopoly of tobacco,
the lotteries, and other subsidiary grants bestowed on them by the
governmen_t
"In short," .says V_ltaire,:_ "all that _'emained to
France in the East was the regret of having, in the course of forty
years, squandered enormous sums, to bolster up a company that
never made a six-pence profit, never made any dividend from the
resources of its commerce, either to ils share-holders or creditors ;
and supported its establishments i:a India, solely by the underhand
practice of pillage and extortion upon the natives."
Y
The only case in which the establishment of an exclusive company is justifiable, is, when there is no other way of _ommencing a
new tratlc with distant or barbarous nations. In that case,.the
charter is a kind of patent of invention, and confers an advantage,
commensurate to the extraordinary risk and expense of the first
experiment.
The consumers have no reason to complain of the
dearness of products, which, but for the grant of the charter,' they
would either not have enjoyed at all, or have enjoyed .at a still
dearer rate. But such grants should, liI_e patents, be limited'to such
duration only, as will repay and fully indemnify the adventurers for
_he advances and risk incurred.
Any thing further is.a mere free
gift to the company, at the expensepf the nation at large, who h_ve
a natural right to get what _they want wherever they can, and at the
lowest possible price.
What has been said with respect to commercial is equally applica.
ble to manufacturing privilege_
The reason why governments are
so easily entrapped into measures of this kind is, partly because they
see a statement of large profits, and do not trouble themselves to inquire whence they are derived; and partly because this apparent
profit is easily reduced to numerical calculation, no matter whether
wrong or right, correct or incorrect ; whereas the loss and mischiet"
resulting to the nation are infi_ite|y subdivided amongst the members of the community, and operate a(ter all in a very indi!_t, complex, an_t general way, so as to escape and e]efy calctilation. Some
writers maintain arithmetic _o be the only stir¢ guido in political
economy; for my part, I see so many demstable_systems built upon'
arithmetical statements, that I am "rather inclined to regard that
science as the instrument of national calamity.
* Taylor's Letters on India.
4 Ra.ynal.Hist. phil. et polit; des Establ. des Ettrop_ens,dartsles deux Indes
.iv. iv. _ 19.
8i_cle'deLouis XV.
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S_-noN I½
Of regnlations affecting the Corn 7_'_le.
IT would seem that the general l_6nciples, which govern the commerce of all other commodities, snould be equally applicable to the
commerce of grain. But grain, or whatever else may h_ippen to be
the staple _trticle of human subsistence to"any people, deserves more
particular notice.
It is universally found, that the numbers of mankind increase, in
proportion to the supply of subsistence. The abundance and cheap•mess of provisions are favourable to _he advance of population; their
scarcity _s productive of the opposite effect ;* but neither cause operates sQ rapid!y as the annual succession of crops. The crop of one
year may, perhaps, exceed or fall short of the usual average, by as
much as orie-fifth or one-foui"th ; but a country, that, like France, has
thirty m_llions of inhabitants one year, cannot have thirty-six millions the next; nor" could its population be reduced to twenty-four
millions in the space of ono year, without the most dreadful degree
of suffering. Therefore it is the law of nature_ that the population
shall/one year b_ superabundantly, supplied with subsi,stenc6, and
a6other year be subjected to scarcity in some degree or other of
intensity.
And so, indeed, it is with all other objects o_f consumption; but,
as the most of them are _ot absolutely indispeasabl e to existence, the
temporary prN'ation of them amount_ not to the absolute extinction
of life. The high price of a product, which has wholly or partially
failed at home, is a powerful stimulus to commerce to import it from
a greater zlistance and at a greater expense. But it is unsafe to leave
wholly to the providence of individuals the care of supplying an
article of such absolute necessity : the delay of which, but for a few
days, may be a national calamity ; the transport of which exceeds
the ordinary means of commerce; and WhOSe weight and bulk
would make its distant transport, especially by land, double or triple
its average price. If the foreign supply of corn be relied upon, it
may happen to be scarce and dear in fhe exporting and importing
country at the same moment. The government of the exporting
country may prohibit the export, or a maritime war may interrupt
the transport.
But the article is one the nation cannot do without ;
or even wait for a few days longer. Delay is death to a part of the
population at least.
Foi" the u_ose' ot_ equalizin_ the average consumption to the
P--_, "
" l t
average crop, each family ought literally to lay by, m years oI pen y
for the deficiency of years of scaregty. But such providence canno"
be reckoned upon in the bulk of the population. A grea_ majority, to
say nothing of their utter want of foresight, are destitute of the
means of keeping such a store in reserve sometimes several vear.q
* Vide infrd. BookII. chap. 11.
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together; neither have they the accommodations for housinz it, or
" the ineans of taking it along wit.h them on a casual change of_-abode.
Can speculative commerce be ,depended upon for this reserve
against a deficiency ? At first sight it might appear that it could,
that sell:interest vcould be an adequate motive ; ior the difference of
the price of corn in years of abundance and those ofscarcity is very
gleat. But the recurrence of the oscillation is too irregular indistance of time, and too infrequent also, to give rise to a regular traffic,
ol one that can be repeated at pleasure. The purchase of the grain,
the number and size of the storehouses, require a'very large advar/ce
of capital and a heavy arrear of interest: it is an article that must
be repeatedly shifted and turned, and is much exposed to fraud and
damage, as well as to popular violence. All these are to be coveredby a profit of.rare occurrence.
Wherefore, ir is possible, that the
article may not bold out sufficient "temptation to the speculator,
ahhough this would be the most commendable kind df speculation,
being ti'amed upon the principle of buying from the producer when
he is eager to sell, and selling to the consumer when he finds it diffi_eult to purchase.
""
In dethult of the individual providence of the consumer, and of
speculative aceumulatiol! and reserve, neither of which it would _eem
can be safely depended upon, can the punic authority, as reRresenting the aggregate interest, undertake.the charge of providing against
a scarcity with any prospect of success ? I am aware, that,'in a few
very limited communities, blessed with a very economical'government, like some of the Swiss cantons, public granaries for storing a
casual surplus have answered the purpose well enough. But I should
pronounce them impraetleable in large and populous countries. The
advance of c@ital and its accruing interest would affect tbe government in the same manner as private speculators, and even in a
gleater degree; for there are few governments, that ean borrow on
such low terms as individuals in good credit. The difficulties of
managing a commercial concern, of buying, storing, and re-selling
to so large an extent, Would be still more insuperable.
Turgot, in
his letters on the commerce of grain, has clearly proved, ttiat, in
matters of this kind, .a government never can expeet-ta be served at
a reasonable rate ; all its agents having an interest in swelling its
expenditure_ and none of'the_ in curtaiIing. It would be utterly impossible to answer for the tolerable conduct of a business,left to the
discretion of agents without any adequate control, whose actions are,
for the most part, governed by the st_perior dignitaries of the state,
who seldom have either the knowledge or condescension requisite
for such details. A sudden panic in the public authorities might
prematurely empty the granaries; a political measure, or a war,
Jivert their contents to quite a different destination.
Generally speaking, it'appears that there is no safe dependence for
a reserve of supply against a seasoh of scarcity, unless the business
be confided to the discretionary management of mercantile houses of
the first capital, credit, and intelligence, willing to undertal_e the
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purchase, and the filling and replenishment
of the granaries
upon cer.
tain stipulated terms, and with thd prospect of such advantages,
as
may fairly recompense
them ibr all their trouble.
The operation
would then be safe and eflbctual, for the con'tractors would g_ve security for due performance;
and it would also be cheaper executed in
th_s Way than in any .other.
Different establishments
might be contract ed with for. the "different cities of note; and these being thus
supplied in times of scarcity from the stores in reserve, would no
longer drain the country of the subsistence destined to the agricultural population. (a)
Public stores and granaries are after all but au_liary
and temporary expedients
of supply.
The most abundant
and advantageous
supply will always be that furnished by the utmost freedom of commerce, whose duties in respect to grain consist chiefly in transporting the produce
from the farmyard
to the princip'al markets,
and thence in smaller quantities fi'om the markets of the districts
where it is superabundant
to those of others that may be scantily
supplied ; or in exporting
when cheap, and importing when dear.
Popular prejudice
and ignorance have universally regarded
with
an evil eye those concerned
in the corn-trade i nor'have
the depositories of national authority been always exempt from similar illiberality.
The main-charge
against them is, that they buy up _orn with
the express purpose of raising its price, or at least of ran'king an
unreasonable
profit upon the purchase and re-saIe, which is in effect
so much gratuitous
loss to the producer and consumer.
First, Iwould
ask, what is meant by this charge ? If it he meant
to accuse the dea[ers of buying in plentiful seasons, when corn is
cheap, and laying by in reserve against seasons of scarcity, we have
just seen that this is a most beneficial operation, and the sole means
of accommodating
the supply of so precarioias an article to the regularity of an unceasing demand.
Large stores of grain laid in at a
,ow'price
contribute powerfully to place the subsistence of the population beyond risk of failure, and deserve hot only the protection,
but the encouragement
of the public authorities.
But; if it be meant
to charge the corn-dealers
with buying up on a rising market and
on the approach of scarcity, and thereby enhancing
the scarcity and
the price, although I admit that this operation has not the "same
(a) It is sin.o'ular, that, after the very carefu ! revision which this section has
under_one in the last editmn, this t)ara_raph should .have been suffered to stand.
Ir/dee_, one would almo'st suspect'that=our author had left it rather in compliment to the popular notions of his own country, than from personal conwctlon of
the propriety of the measure he suggests; which is impugned by the whole context of the remaiuin¢ part of the section. The best security affain_ famine is,
the total absence of all ofilcml interference whatever, whether permanent or
temporary, as the example of Great Britain will testiS-. There the government
has at all times abstained from taking a personal part in the supply either ol_
town or country, and has limited its interference to the mere export and _mport,
whwh have only been cramped and impeded by ill-advised operations. Another
important ground of security is, the variety of the national fo&l. Upon this our
author has observed.--Vide, infra. T.
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recommendation of utility, and that the consumer is saddled with
the additional cost of the_ operation without any direct equivalent
benefit, for in this instance.the deficiency of one year is not made
good by the hoarded surplus of a preceding one ; yet' I cannot think
it has ever been attended with any very alarming or fatal consequences. Corn is a commodity of most extended production; and
xts price cannot be arbitrarily raised, without disarming the competition of an iofinity of sellers, and without an.extent of dealing and of
agency scarcely practicable to individuals. It is,-besides_ a most
cumbersome and inconvenient article in comparison with its price,
and, consequently, most expensive and troublesome in the carriage
and wa]:ehousing. A store of any-considerable value can not escape
observation._ And its liability to damage or decay often makes sales
compulsory, and exposes the larger speculators to immense loss.
Speculative monopoly is_ therefore, extremely difficult, and little
to be &bade& The kind of engrossment most prejudicial, as_we]l
as most difficult of prevention, is that practised bv the domestic prudence of individuals in apprehension of a scarcity_ Some, fi'om
excess of precaution, lay by rather more.than they v_ant; while farmers, farming proprietors, millers, and bakers, who habkually keep a
stock on hand, take Care somewhat to swell that stock, in the idea
that they shall sell to a profit whatever surplus there may be ; and
the infinite number of these petty acts of engrossment makes them
greatly exceed, in the aggregate, all the united efforts of speculation.
But what if it shohld turn out, after all, that even the selfish and
odious views of such speculators are productive of some good ?
When corn is cheap, it is consumed with less providence and frugality, and used as food for the domestic animals. The distant
prospect of scarcity, or even a slight rise of price, is insuftieient to
cheek this improvidence betimes. If the great holders shut up their
stores, however, the consequent anticipation of a rise of price immediately puts the public on their guard, and awakens the particutal
frugality and care of the little consumers, of whom the great mas_

t

Thus, the avarice of one part of mankind operates as a salutary
check upon the improvidence of the rest ; and, when the stock withheld at length appears in the market, its quantity tends to lower the
price'in favour of-the consumer.
With regard to the [r_bute which the dealer is supposed to exact
from both producer and consumer, it is a charge that will attach with
equal justice upon every branch of commerce whatsoever.
There
would be some meaning in it, could products reach the hands of the
consumer without an3, advance of capital, without warehouses, trou
* Lamarre, who was a great advocateforthe interferenceofa_athorityin these
matters, and wa_ commissionedby the government,in the scarcities of the years
'1699---1709,'to
discoverall concealedhoards,and brin_ to light the monopolists,
_
frankly confesses,that he was not able to make seizure ofso much as 100 quar
mrsaltozether._Trai_ de la Police, Supplemeat au tome 11.
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• ble, combination, or any kind Of difficulty. But_ so ,long as dlfficul- +
ties shall exist, nobod 3 _v.illbe able to surmount them so cheaply, as
those who make it their .special" business. Legislatiqn should take
an enlarged view of commerce in the aggregate, small and great;
it will find its agents busied in traversihg the whole sin.face of the
territorY, Watching every fluctuation of demand andsupply, adjusting
the casual or' local deficiency'of price to meat _he charges of pro- .
ducfion and excess of.price above the capacity of consumption. Is
it to the cultivator, to _die consumer, or to the ,public -administratiOn
that we can safely 1oo1_for so benefidial ana powerful an agency ?
_Extend, 5f you plda_e, tile facility of intercourse, and particularly
the capacities of internal navigation, which alone is suited to the
transport of a commodily so cumbi'ous and bulky as grain; vigilantly
watch over the personal sedurity of the trader; and then leave him
to follow his own track.
Commerce cannot make good the faibare
of the crop; but it can distribute whatever there may be to _listribute,
in the m_nner be_t suited to the wants of the communit._', as well as
to the interests of production.
And doubtless it was for this reason
that Smith pronounced the labour of the corn dealer to l_efavourable
to the 'production of c6rn, in the next degree ta that of the cultivator
himsel£
The prevalence of erroneous views of the production and eommerce of, articles of human subsistence, has led to a world of mischievou_ and contradictory laws, regulations, and ordinances, in all
countries, suggested bv the exigency of the momerrt; and often extorted by popular importunity. The'danger and odium thus heaped
upon the dealers in grain ha_:e frequently thrown the business into
the- ha0ds "of inferior persons, qualified neither by information nor
ability, for the business; and the usual consequence has followed;
namely, that the same traffic has been carried on in secret, at far
greater expense to the consumers; the dealers to whom it _'as
abandoned being of course obliged to pay themselves ibr all the risk
and"inconvenience of .the occupatiom
Wbenever a maximum of price has been affixed to grain, it has
immediately beeJl withdrawn or concealed.
The next step was to
compel the farmers to bring their grain to market, and prohibit the
private sales. These violations of property, with all their usual
accompaniments of inquisitorial search, personal violence, and injustice, have never afforded any,considerable resource to the government employing them. In politic as well as morality¢ the grand
secret is, not to constrain the actions, but to awaken the inclinations
of mankind. Markets are not to be supplied by the terror of the
bayonet or the sabre. _
When the national government attempts to supply the population
The Prench minister of the interior, in his report, presented in December. 1817, admitsthat the markets were never so ill supplied as immediatelyafter
the decree of May 4, +1812,prohibitingall sales out of open market. The consumers crowdedthither, having nowhere else to resort to ; while the farmer_
being,obligedto sell below the current price, pr_etendedto have nothing+forsale.
17
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t)y becoming it_ a dealer, i{.is sure to fail in satisfyir_g the nationm
wants itself, and at tbe same time to extinguishall
the resources that
freedom of commerce wo_Id offer ; 'for -nogo&,.etse will knowingly
embark in a losing trade, though the government
may.
:During the scarcity prevalent throughout
many..parts
of France,
in the year l"/75, trig municipalities
of Lyons and some other tozvns
attempted to relieve the wants 6f the inhabitants,
by buying up corn
in the country, and re-seltirig it at a loss in the to_vn's. _ To defray
the expense of this operation, they at the same time obtained an increase'of
the octroi or tolls upon" goods entering their gates.
The
scarcity g_"ew worse and worse, for a very obvious reason ; the ordinary dealers naturally _b_.nd0ned markets where godds were sold
below :the cost price, and wbieh they could not resort to without
paying extra toll updn entry.*
'
•
The rr_re necessary an article is, the more dangerous
it is to
reduce its"price below the natural level. An acciden.tal dean_ess 6f
corn, though doubtless a mo_t unwelcome
occurrence,
is commonly
brought aNout by causes out of all human power to remove.]- There
is no wisdom in heaping one ca'.amity upon another,
and passing
bad laws because there has been °a bad season.
Governments
have met with "no better success in the matter of
importation,
than in the conduct of internal commerce.
The enormous sacrifices made bv the commune of-Paris
and the general
go_'ernment, to provision" the metropolis in the winter of 1816-,17
with grain imported from abroad, did not protect the consumer from
an exorbitant advance in the p_iee of bread, which was besides deficient both in weight and quality; .and the supply was found inadequate after all.,
* In all ages and in all places this effect will follow. The Emperor Jnliaq,
A. D. 362, cause_l to be sold at Antioch 420,000 modii of wheat imported from
Challis and Egypt for the purpose, at a price lower" than tile average of the
ma/ket ; the supplies of private, commeme were irmnediately stopped in cons_
quence, and the famine was aggrava_d. Vide Gibbon, e. 24. The principles of
politmal economy are eternal and immutable ; but one nation is acquainted with
them, and another not.
The metropolis of the Romim emIiire was always destitute 'of subsistence,
when the_go_ernment withheld the gratuitous largesses of grain drawn from a
tributary3vorld : and these very largesses were the real cause of the scarcity
felt and complained of.
One of the most frequent can_s of famine is, indeedl of haman creation,
_nd that is war, Whmh both interrupts production, and wastes existing products.
This cause is, therefore, _:ithin human control; but we can hardly expect it to
be effectually exerted, until governments shall entertain mere accurate notions
of their own, as well as of the national interests; and nations be weaned ofth'e
puerility of attaching sentiments of 'admiration and g!ory to perils encountered
without necessity or reason.
I It is mere moc'ke_:yto talk of the petern_t _care,solicitude, or beneficence
of 'governmenL which are never of any avail, either to extejttt the po_'ers oi"
authority, or to diminish the suffering of the people. The solicitude of the
government can never be dQnbted; a serL_._of intense personal interest will
always guide it to th¢ censer'ration of social order, by which it is sure 1_obe tl_e
principal gainer. _nd its beneficence can have little merit ; for it can exert
none, but at the expense of its subjects.
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On the su_j'ect of bounlies on ih_ort,
it is hardly necessary to
touch.
The most effectual bounty is the high price o'f the article ill
the uountry whera the scarcity occurs, amounting
sometimes
to as
much as 200. or 800 per cent.
If this be not sufficient to tempt the
importer, I'know of no adequate
inducement
that the government
could hold-ottt to him.
'Nations. wbuld be loss subject to famine, were they to employ _a
greater variety of aliments.
When the whole population depends
upon a s_ngle product for subsistence,
the misery of a scarcity "is
extreme.
"J( deficiency of corn in France is as bad as one of rice in
Hindostan.
When tlMr diet consists ofmany
article_, as ,butcher's
meat, poultry, esculent roots, vegetables,
fruits, fish, _e., according
to total circumstances,
the supply is less precarious;
.for these articles seldom fail all at a time.*
Scarci W would also be of less frequent occurrence,
if more a_tentioh were paid to the dissemination
and perfection
of the art of
preserving,
at tt cheap rate, such kinds of food, as are offered in
superabtmdance
at particular
seasons and places ; fish, for instance ;
their periodical excess might m this way be-made to serve for times
of scarcity.
A perfect fi'eeddm of in_ernationnl
maritime intercourse
would etmble the inhabitants
of the temperate
latitudes to partake
cheaply of those productions,
that nature pours forth in such profusion under.a tropical sun.t I know not how fareit "would be possible to preserve'and
transport the fruit of the banana; but the expe* Custom, th_ tyrant of weak minds, and of sue.h, unfortunately, 'is the great
mass of mankind, and of the lower classes in partmular, is always a formidable
opponent to the.introduction of a new article of food. I have observed in some
provinces of France, a decided &stasie for the paste prepared in the Itahan
method, although _tmost nutmtious substance, and well calculated for keeping the
flour sound and good.. Probably, nothing but the frequent recurrence of scarcity
during the political agitations of the nation could have extended the cultivation
and consumption of the petatoe, so as to have made it a staple-article of food in
many districts. The appetite for that vegetable would be still more general,
were a little more attention bestowed upon preserving and ameliorating the
species, and the practice of raising it from the seed rather than the root more
strictly obserTed.
Humboldt tells us, in his Essai pol. sur la No_vetle Espazne, e. ix. tl_at an
equal area of land in that country will produce ba3zmtas, potatoes, and wheat, m
the following propgrtions of weight :-:7Kilogrammes.
Bananas ..............
106,000
Potatoes '- .............
" 2,4110
Wheat - - ".............
800
The product of bananas is_therefore, in,weigh;, 133 times that of wheat, and
44 times that of potatoes. But a large dednctmn must be made for the aque_s
particles of the banana.
"A demi-hectare of fertile tan_din Mexico, bv proper cultivation of the _r'ger
species of banana, may be made to feed more [han 50 individuals ; whereas _e
rome extent of surface in Europe, supposing it to ymld eight-fold, will give .an .
annual product of no mo_e than 576 kils. of wheat flour, which is not en_u,ah fi_r
the sustenance of two persons. It is natural that Europeans, on their first arrrra_
in a rropieat region, should be surprised at the very limited extent of cultivated
groum!, encirchng the crowded cabins of.the native _pulation.
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rtment has in a great measure succeeded with respect to the sugarcane, which furnishes, in a thousand shapes, an agreeable .and
wholesome article of'diet, and is produced so abufidantly by all parts
of the world, lyihg within 88 ° of latitude, that, but for our present
_absurd legislative provi_ons, it might be had much cheaper than
butcher's meat, and for the same price as many _digenous fruits
and vegetables._"
To return to the corn-trade, I must protest against the indiscriminate and universal application of the arguments I have adduced to
show the benefits of liberty: Nothing is more dangerous "inpractice, than an obstinate, unbending adherence to system, particularly
in its application to the wants and errors of mankind. The wiser
course is, to approximate invariably to .the _tandard of sound and
acknowledged principles, to lead towards them by the never-failing
influence of gradual and .insensible a_traction. It is well to fix
beforehand a maximum of price beyond which exportation _f grain
shall either be prohibited, or subjected to heavy duties ; for, as smuggling cannot be prevented entirely, it is better that those who are
resolved to practise it should pay the insurance of the risk to the
state than to individuals.
We have hithertoregarded
the inflated price of grain as the only
evil to be apprehended.
But England, in 1815, was alarmed by a
prospect of an opl_osite eril; viz. that its price would be reduced too
lowby the influx of foreign grain. The production of this article
. is, like that of every other, much more cosily in England than in the
neighbouring states, owing to a variety of causes, which it is immater,al here to explain ; amongst others, chiefly to the exorbitance
of her taxation. Foreign grain could be sold in England at twothirds of its cost price to the English grower. It, therefore, became
a most important question, whether it were better to permit the free
_mportation, and thus, by exposing the home [_roducer to a ruinous
compethion with the foreign grower, to render him incapable of
paying his rent and taxes, to divert him from the cultivation of
wheat altogether, and place England in a state of dependence for
subsistence upon foreign, perhaps hostile nations; or, by excluding
foreign grain from her market, to gwe a monopoly to the home producer, at the expense of the consumer, thereby augmenting the diffic,ulty of subsistence to the labouring classes, and, by the advanced
price of the necessaries of life, indirectly raising that of all the
manufactured produce of the cour)try, and proportionately disabling
it to sustain the competition of other nations.
This great question has'given rise to the most afiimated contest
both of the tongue and the pen; and the obstinate contention of two
parties, each of which had much of justice an its side, leaves the by* The same author informsus, that, in St. Domingo, a superfic-ialsquare of
:_403toises, ,s reckoned at an avera_'ecapable of producing"10,000lbs. weigh_
of sugar; and that the total consumptionof that commodityin France, taking'
it at the fair average of 20,000_000kils. might be raised upofia superficialarea
of seven square leagues. _-
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standers to infer, that neither has .chosen to notice the grand cause
of mischief; that is to say, 'the necessity of supporting the arrogant
pretensions of England to universal h_fluence and dominion, by sacrifices out of all' proportion to her territorial extent. At _allevents,
the grea t acuteness and intelligence, displayed by' the combatants on
either side, have thrown new light upori the interference of authority
in the business of the supply of grain, and ha_'e tended to strengthee.
• the conclusion in favour of commercial libertw.
Tile substance of the argument of the prol_ibitionists may, he reduced to this ; that it is expedient to encourage domestic agriculture,
even at "the expense of th.e consumer, to avoid the risk of starvatio_
by external, means; which is seriously to be apprehended on two
occasions it/particular ; first, when the power or influence of a betligermat is able to intercept or check the import, which.might become
.necessary; secondly, when the corn-g'rowiug conntries themselves
elcpefienee a scarcity, and are obliged to retain the whole Of their
erop._.for their own subsistence.*
It was replied by the partisans of free-trade, that if England were
to become a regular and constant importer of grain, not one, but
many foreign countries would grow into a habit of supplying her :
the raising of corn for her market in Poland, Spain, Barbary, an_
North America, would be more extensively practised, and the sale of
their produce would become equa]ly indispensable to them, as the
pureh'ase would be to England :'that even Bonaparte, the most bitter
enemy England had ever encountered, had taken _her money for the
license to export corn: that crops never fail at the same time all over
the w6_rld; and that-an extensive commerce of grain would lead to
the formation of large stores and depots, whicli will offer the best
possible security against the _ecurrence of scarcity; and that, accordingly, as they asserted, there are no countries less subje.ct to that
calamity, or even to violent fluctuations of price, than those that
grow no corn at all; for whi.ch 0aev cited the ex-ample of Holland
and other nations similarly circu&stanced.t
However, it cannot be disputed that, even in countries best able
to reckon on commercial supply, there are many serious inconveniences to be apprehended from the ruin of internal tillage. Subsistence is the primary want of a nation, and it is neither prudent
nor safe to beeome_lependent upon distant supply. Admitting that
laws, which, for the protection of the agricultural p]'ohibit the import of gra!n to the prejudice of the n_anufacturing interest, are both
unjust "and impolitic, it should be recollected that, onthe other hand,
excessive taxation,'loans, overgrown establishments, civil, militaay,
• or diplomatic, are equally impolitic and unjust, and fall more heavily
upon agrieult.ure than upon manufacture.
Perhaps one abuse ma_make anbther necessary, to restore the equilibrium of pr_oduction,
* Malthus.---Inquiryinto the Nature a_utDrogress of Rent. Grounds of a_z
•Opinion, &e. on Foreign Corn.
. .
_"R1cardo._E_sag'd;tthe Influence of the Low Price of Corn, &e..
1_
k
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(1) The question of a free tra_e in corn is itself of such magnitude -and importance, that it would not be practicable to discuss it within the compass of a
note. As our author, however, has in thls paragraph intin_ted at least doubts of
the superior advantcges of entire freedom in the trade in grain, and even speaks
.of the "many sorlous mconveuiences
to be apprehended from the ruin of internal
t_llage," and deems it "neither'prudent
nor safe to become dependent upon distant supply," it would not be proper to wkhhold from the reader some n_otm_ of
the labours of the more recent political economists and practical inquire#s, who
hat, e poured a flt_l of light over this whole inqmry, and s_tisfactorfly demonstrated the entire ittexpediency, o_swell' as injustice,
oi_ restrictions and prohiktdons on file importation of foreign corn..
_I'he first work to which we refer, is the "Essay on the External Corn_Trade,
by R. Torrens, Esq. M.P.F.-R. S., fourth edition, London, 1827."
It .is entitled
to distinguished notme, as a profound and mas_terIy investigation of the principles
•r_lating to the trade in grain, and explains the manner in whioh restrictive and
"prohibitive laws on this subject have contributed to _c_'eate r_'ul_ious and embarrassments, from which England has expermnced
so much suffering in her commerce and manufactures.
The doctrines unfolded by Colonel Torreus, in relation
to the foreign trade in corn, have been sanctioned and confirme_l b3" the authority
of all the principal writers on political economy, who have of late directed their
attention to the same important topic. He condeums these laws as_utlwise_ unjus%
and wholl] inexpedient.
Next in order we name Mr. Jame_ Mill, the author of"the "Elements
of
Political Economy," and the "History of British India."
In _ pamphlet, which
he pubJi_ed in London, in 1_23, entitled an "Essay on the Impol_ey o&a Bounty
on the Exportation of"Gram, and on the Principles which ought _o regulate the
Commerce of Grain," tie has given a most "able examination of these questions.
He notices most of the arguments urged m favour of restrictions and prohibitions
in the corn trade, and successfully combats them. He, moreovercpresents
many
new and luminous views, and Gllseusses the whole subject with a fairness and
candour that cannot i_ait to produce conviction-in any unprejudiced mind.
Among the numerous works, to which this important subjoct has given birth iD
England, none has awakened more attentlo_, oi' had a more extensive circulation
than the "Catechism
on the Corn Law% by T. Perronet Thompson, of Queen's
Coltegq Cambridge."
It was first published in 1_27, and we believe has now
passed throuTh ten edition_. The author has given a candid and coaapIete exhibition of the t_.llacies that,, from time to time, havo been advanced by any writer
or .journalist of celebrity in support of the En_bsh corn laws, and h,_s annexed
to them respectively the most triumphant.and
conclusive answers.
No point _t
issue m the controversy has .been left untouched, and every objection to the freedom of trade in grain, we think, removed.
We must not omit to mention the "Address
to the._andow_ers
of England
on the Co_n Laws, by Viscount Milton, 0row Earl F_tzwillmm,)
publ.,shed in London in 1832."
This is _n appeal by Lord'Fitzwilliam
to his fellow proprietors, tbr he is said to be one of the largest ,landowners
in England, against the
course they are pursuing on this great question, and beseeching them, by every
consideration of t_mir country's peace and welfare, to consent to the abolit, iou of
what he so satisfactorilyproves
to be a vicious system.
Passing ove¢ the anticommercial character of the corn laws mad their effects ilpon the expenses Qf
government, he coo.fines himself" to exp_ing the pernicious consequences which
a high price of corn produces upon the population at large, and upon t_he operations of industrious capitalists, abridging the comforts of the former, frustratiog
the exertions of the latter, and not even promoting the welthxe of the agriculturists themselves.
The ifftpart:lal, review this author has taken of the ¢ontrogersy,
the carethl manner in which he has. aired -the arguments on either side, mad the
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T1maz can be no production
of new value,, consequently
no increase'of
wealth, where the product of a productive
concern
does
not exceed the cost of production. * Thus, whether government
or
individuals
be the adventurers
in the losing concern,
it is equally
ruinous to the nation, and there is so much less value in the country.
• It is of no avail to pretend, that, although the government
be a
loser, its agents, the industrious pe_)pte, or the workmen
it employ.s,
have made a profit. If the concern cannot support itself and pay its
own way, the receipt must fall short of the outtav, and the difference
fall upon those, who supply the expenditure
of the state; that is to
say, the tax-payers, t
• It must not'be forgotten, at the consumption of the value of the productive
agency, exerted in tile course of production, is quite as real as that of the raw
material. And under tl_is term, producuve agency, I comprise that of capital as
well as. of hmnan beings.
This is equally true, when the gQvernment speculates with its own private
or peculiar funds, as with the produce of the national lands; for whatever is thus
expended might have gone towards alleviating the pubhe burthens.
known bias of the order to which he belongs in favour of the corn laws, must
convince _every dispassionate and honest inquirer, that the same process which
changed his opinions must change theirs. Years may elapse in England, from
the undue influence of the landed aristocracy in legislation, before these restrictive laws can be repealed ; but the force of truth is too great to be restated very
long, and must ultimately prevail.
The last writer we shall refer to is William ,lacobs, Esquire, F. R. S., the
author of the "Tracts relating to the Corn Trade und Corn Laws : including the
Second Report ordered to be printed by the two Houses of Parliamcnt:," published in London, in 18"28.._Mr. Jacobs has peculiar claims to the reader's atter_tion
on this subject. He ha_ 'been for many years devoted to the examination of the
¢Drn_rade, is the Comptrdller of"Corn Returns, and, from his great knowlodge
and experience, was selected by the English Board of Trade to proceed to the
dontinent, and there carefully examine the actual conditiofl of the agriculture
and trade in,cor_ of the,p_rincipalgrain-growing countries in tim North of Europe.
This work contains the results of his observations and hborioug researches, and
is entirely a practical view of the past and present state of the trade in corn,
supported by a variety of curious and entirely authentm documents. In this
place itwould be impracticable to give any detailed account of its great merits
as a statistical view of the subject ; and this is not its only excdllence. From
the comprehensive and careful.survey the author took of the actual condition of
agriculture and trade in corn, in Europe, he became thoroughly satisfied of the
inexpediency of the corn laves, and declares it to be his_deliberate convicUon
that the fair and honest trade of speculation in corn st/otrld be by law restored, '
as the only means by which the due price between the producer and consumer
can be eqaitab_'adjusted; and he adds, that the destruction of this trade "has
been_the chief cause of the depressmn of the agricultural proprietors beth h,.
England and on l_ae continent of Enrope.
AutrRIC_

SDITOtt

The.manuf'acture bf Gobelin tapestry, carded on by. He government of France, consumes a large-quantity of wooj, silk, and o_eingdlugs; furthermore, it consumes the rent Of the ground and buildlags, as well as the wages of workmen employed ; all wJlich,shouId
be reimbursed by the product, which they are very far fi'om being.
This establishment, instead of a source of Wealth to ,the nation at
larg'e, for the government is fully aware of the loss "to itself, is, on
the contrary, a source of perpetual impoverishment.
The annual"
loss to the nation is the whole excess of the anntial consumption of
the concern, inc!oding wages, which are one Ltem of cpnsumption,
above the annual product. The same may be said of the manufacture of porcelain at Sevcres, and I fear of all manufacturing concerns
c_rried on upon acdount of governments.
We are told, that flJis is a necessary sacrifice ; that otherwise the
sovereign wotrld be unprovided with objects of royal bounty and of
royal splendour. This is no place to inquire how far the munificence
of the monarch,and the splca_dogr of his_laces
contribute to the
of the . peopie.
I take i'Sr granted . that'these things
g ood government
.
are necessary; yet, admattmg them to be so, there _s no reason -why
the national sacrifices, requisite to,support lhls magnificence and
liberality, should be aggravated b3 the losses incurred by a misdirection of the public means. A nation had much better btnT outright what it thinksproper.to
bestow ; it would probably obtain for
less mon%v an object full as precious; for individuals can always
undersell the government.*
There is a further evil attending the productive efforts of the
government; they counteract the individual industry, not of those it
deals with, for they take good care to'be no losers, but ot" its competitors in production.
The state is'too formidable a rival in agriculture, manufacture, and commerce; it has too much weahh and
power at command, and too little care of its own interest. It can
suhmit to the loss of selling below prime c,_ ; it can consume, produce,_ or monopolize in very l_ttle time so lard,
e, _ a quantity of -oral
ducts, as violently to derange the relative prices of commodities : and
every violent fluctuation of price is calamitous. The producer calculates upon the probable value of his product when ready for market;
nothing discourages him so much, as a fluctuation that defies all
calculation.
The loss he suffers is equally unmerited, as the accidental gains that may be thrown into his haz_d_. His unmerited gains,
if any there be, are so much extra charge-upon the consumer.
There are some concerns, I know, which the government must of
necessity keep in its own hands. The building of ships of war can* The same may be observed of commercial "enterprises undertaken by 'th'e
public authority.
I)uring the scarcity of iS16-17, the French government bought
tip corn in folei_'n markets;
the price of coyn rose to an exorbitant rate in the
home market, and the government
resold at a very high rate, altbougti some_chat
below the a_erage of the market.
Irldiwdual traders" would have" found this a
•cry profitable venture ; .but the government
w_s out of pocket 21 millions of
franc, and upwards._Rapport
au Roi du 24 Dec. 1S18.
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•not safely be left to individuals ; nor, .perhaps, the manufacture of
gunpowder.
]_bwever, in France, cannon_ muskets, caissons, and
tumbrils are bought of private makers, and. seemingly with benefit.
Perhaps the same sy_em might be further extended. A government
must act by deputy, by the intermediate agency of a set of people,
whose interest is in direct opposition to its own ; and they will of
course attend to their own in preference. If it be so dircumstanded.
as to be invariably cheated in its bargains, there is no need to multiply the opportunities of fraud, by engaging itself in production and
adventure ; that is to say, embarl_ing in concerns, that must infinitely
multiply the occasions of bargaining with individuals.
But, although the public can scarcely be itself a successful producer; It can at any rate gi_e a powerful stimulus to individual productive energy, by well-planned, well-conducted, and well-supported
puh].ic works, particularly roads, canals, and harbours.
FaciliW of communication assists prodtiction, exactly in the same
way as the machinery, that multiplies manufactured products, and
abridges the labour of production.' It is a means of furnishing the
same product at less expense, which has exactly the same effe6t, as
raising a greater product with the same expense. If we take into
account the itmnense quantity of goods conveyed upon the roads of
a rich and populous empire, from the commonest vegetables brought
daily to market, up to the rarest imported luxuries poured into its
harbours from every part of the globe, and thence difthsed, by means
of land-carriage, over the whole tace of the territory,_ve shall readily
l_rceive the inestimable economy of good roads in the charges of
production. The saving in carriage amounts to the whole value the
article has derived gratuitously from nature, if, without good roads,
it could not be had at all. Were it possible to transplant from the
mountain to the plain the beautifut_'forests that flourish and rot
neglected upon the inaccessible sides of the Alps and :Pyrenees, the
value of these forests would be an entirely flew creation of value to
mankind, a clear gain of'i'evenue both to the landholder and the
consumer also.
Academies, libraries, public schools, and museums, foultded by
enlightened governments, contribute to the creation of wealth, by
the further discovery of wuth, and the difihsion of what was known
before; thus empowering the superior agents and directors of produetian, to extend the application of human science to the supply of
human wemts.* So like.wise of travels, or voyages of discovery,
undertaken at the public charge : the consequences of which have of
late years beefi rendered _articularly brilliant, by the extraordinary
merit of those who have devoted themselves to such pursmts.
It is observable, too, that the sacrifices made for the enlarg_ement
of human knowledge, or merely for its conservation, should not be
reprobated, though directed to objects of no immediate or apparent
utilit-y. The sciences have an universal chain of connexion. One
• Suprd, Chap.6.
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which seems purely speculative
must advancea
step j before aa_other
of great and obvious practical
utili'ty can be promoted,
t?_side_, it is
_mpossible to say What useful properties may: lie dormant in an .object
of mere curiosity.
When the Dutchman,
0tto.Gudricke;
struck out
the first sparks of electricity, "who would have supposed they would
have enabled Franklin to direct the lightning, and divert it from our
edifices ; an exploit apparently
s6 far 'beyond the powers of man 1.
But of all the means, by which a government
can stimulate production, there is none so powerful as the perfect security of person
and property, especially _frqm the aggressions
of arhitrary 'power.*
This security is of itself a source of public prosperity, that more than
counteracts'all
ihe restriction_
hitherto
invented for checking-its
_ogress.
Restrictions
eomp_e_
_he elasticity
of production;
but
_ant of security destroys it altogether. (a)
To convince ourselves
of this fact, it is _ufficient to compare the nations of western Europe
.with those subject to the Ottoman power.
Look at most parts _of
Africa, Arabia, Persia, and Asia Minor, once so tlfickly strewn wida
flourishing cities, whereof, as Montesquieu
remarks,
no trace now
remains but in fbe pages ofStrabo.
Tim inhabitants
are pillaged
alike by bandits and pachas;
wealth and population have vanished;
and the thinly scattered remnant are miserable objects of want and
wretchedness.
Survey Europe on the other hand; and, though she
is still far short of the prosperity
she might attain, most of her kingdoms are in a thriving condition, in spite of taxes and restrictions
innumerable;
for the simple reason, that persons and property are
there pretty generally
safe from violence and arbitrary
exaction.
There is one expedient by which a government
may give its subjects a momentary
accession of wealtla, that I have hitherto omitted
to mention.
I mean the robbery
from another "natioh of all its
moveable property, and bringing l_ome the spoil, or the imposition
of enormous tributes upon its growing produce.
This was the mode
pi'actised by the Romans in the latter periods of the republic, and
under the earli'est emperors.
This is an expedient
of the same
* Sr.aith, in his recapitulation of the real causes of the prosperity of Great
Britain, places at tile head of the list, "That equal and impartial administration
of .justice, which renders the rights of the meanest" Britksh subject respectable
to the greatest; and which, by securing to every man the fruits of his own industry, gives the greatest and most effectual encouragement to every'sort of
In
"
_
• dustry.
--lYealth of Nations, b. iv. e. 7.--Poivre, who was a great traveller,
tells us, that he never saw a country really prospero'us, which did not enjoy the
freedom of industry as well as security of person and property.
(a) This security is in fact the main duty. of all government. Were it not for
the imperfections of human nature_the propensity of mankind to vice--society
might exist without government, for no man would injure an_0ther. It is to .proteet one against the vices of another that the forms an_ institutioias of society
Bre established or supported ; thus arming individual fight with the aggregate
of social strength. But the same moral imperfections _hieh drive mankind into
_ne bonds of society, undermine and vitiate its ins;fitutions. The very engine
erected to protect, is directed to the injury and spoliation of individuMs, a_d
becomes occasionally more dangerous than individual wrong. T.
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nature, as the acquirement
of wealth 'by individual acts of iIlegai
violence or fraud. There is no actual production, but a mere appropriat'ioa of the products of others. I mention this method of acquiring
wealth, once for all, without lneaning to recommend
it as eitt_er safe
or honourable,
t:[ad the Romans followed the contrary
system with
equal perse.vdrance,
had they studied to spread'civilization
among
their .savage neighbours,
and to establish a Triendly intercourse
that
might have engendored
reciprocal
wants, the Roman power would
probably have existed to this day.

CHAPTER
OF COLONIES

AND

XIX.

THEIR

PRODUCTS.

COLONIESare settlements formed in distant countries
by an elder
nation, called the mother-country.
When the latter wishes to enlarge
its intercourse with a country, already populous and civilized, whose
territory it has, therefore, no hopes of getting into its own possession,
it commofily coments itself with the establishment
of a factory or
mer.cantile residence, where its factors may trade, in conformity with
the local, regulations, as the Europeans have done in China and Japan.
When colonies shake off their dependence
upon the mother country,
they become substantive and independent states.
It is common for nations to colonize, when their population becomes crowded in its ancient territorial limits ; and *when particular
classes of society are exposed to the persecution
of the rest. These
appear to have been the only motives for colonization
among the
ancients;
the moderns have been actuated
by other views.
The
vast improvements
in navigation
have opened new channels to their
enterprise,
and discovered
countries
before unl_nown;
they have
found their way to _nother hemisphere,
and to the mosl inhospitable
climates, not with the intention of therefixing
themselves
and their
posterity, but to obtain valuable articles of commerce,
and return to
their native countries, enriched wiCh the fruits of a forced, but yet
very exfensive production.
It is worth while to note this difference of motive, which has mad_
so-marked
a difference in the consequences
of the two systems of
colonization.
I am strongly tempted to call one the colonial system
of the ancients, and the other the colonial system of the moderns ;
although there havre been many colonies in modern times estaSlished
on the ancient plan, of which those of North America are the most
distinguished. (_)
(a) The distinction of the two systems is more imaginary than real[ Most of
the ear].y establishments of the Europeans in the West were made with the vm,a,
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"l_he production of colonies, formed upon the ancient system, is
inconsiderable at the commencement;
but--increases with great
rapidity.
The colonists choose for their country of adoption a spot
where the soil is fertile, the climate genial, or the position advantageous for commercial purposes. The land is generally quite fresh,
whether it have been the scene of a dense population tong since
extinguished, or merely the range of roving tribes, too small in
numbora-nd strength to exhaust the productive qualities of the soil.
Families transplanted from a civilized to an entirety new country, .
carry withthem theoretical and practical knowledge, wllich is one
of tl_e chief elements of productive industry: they carry likewise
habits of indust_'y, calculated to set these elements in activity, as
_well as the habit of subordination, so essential to the preservation of
social order ; they commonly take with them some little capital also,
not in mgney, but in tools and Stock of diflbrent kinds: moreover,
they have no landlord to share the produce of a -virgin soil, far
exceeding in extent what they are able to bring into cultivation for
years to come. To these causes of rap_d prosperity, should, perhaps,
be superadded the chief cause of all, the natural desire of mankind
to better their condition, and to render as comfortable as possible the
mode of litb they have adopted.
The rapid increase of products in colonies, founded upon this plan,
would have been still more striking, if the colonists had carried with
them a larger capital ; but, as we have already observed, it is notthe
families favoured by fortune that emigrate; those' who have the
comma_.d of a sufficient capital to procure a comfortable e_tistenee
in their native country, the scene of their halcyon days of infancy,
will rarely be tempted to renounce habits, friends_ and relations, to
embark in what must always he attended with hazard, and encounter
the inseparable hardships of a primitive establishment. This accounts
for the scarcity of capital in newly-settled colonies; andis one reason
_vhv it bears so high a rate of interest there.
In point of fact, capital is of much more rapid accumulation in
new colonies than in countries long civilized. It would seem as if
the colonists, in abandoning their native country, leave behind them
part of their vicious propensities; they certainly carry with them
little of that fondness for show, that costs so dear-in Europe, and
brings so poor a return. No qualities, but those of util!ty, are in
estimation in the country they are going to; and consumption is
limited to objects of rational desire, which is sooner sati'sfied than
artificial wants. The towns are few and small; the life of agric_tturists, which they must necessarily adopt, is of all others the most
of absolute migration. The French at St. Domingo,the English at Barbadues,
the Spaniardsalmostuniversally_settled without the intentionof returlainghome.
Tee introduction of negro labourwas an aYtef-thought. Slavery was an establishedpractice in all the ancient world,and colonies either .made prize of the
• indigenes,or _mportedslaves fromabroad,as soon as they were rich enough to
buy them. T

t
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economical ; finally, their industry is prop6_tionately more productive, asd requires a smaller capital to work upon.
_rhe character-of the colonial government usually accords with
that of individuals ; it is active in the execution of its duties, sparing
of expense, and careful to avoid quarrels ; thus there fire few -taxes,
sometimes none at all; and, since the government takes little or
nothing from the revenues of the subject, his ability to multiply hi's
savings, and consequently to enlarge his productive capital, is very
great. With very little capitaI to begin upon, the annual produce of
_he colony very soon exceeds its consumption. Hence, the astonish;n_,l,Tranid nroc,ress in its wealth and Dooulation ; for human labour
becomes dear in proporuon to the accumulation of capital, and it is
a well-known maxim, that population always increases according _o
the demand.*
With these data,there is no difficulty in explaining the causes of
the rapid advance of such colonies. Among the ancients we find
that Ephesus and Miletus in Asia Minor, Tarentum and Crotona in
Italy. Svracuse and A_ric, entum in Sicily, very soon surpassed the
pare'nt c'ities in wealth_an_ consequence." The English colonies in
North America, which bear the closest resemblance of any in our
times to those of ancient Greece, present a picture of prosperity less
striking perhaps, but quite as deserving of notice, and still in the
attitude_f advance. •
It is the invariable practice of colonies founded upon this plan, ana
without any thoughts of returning home, to provide themselves an
independent government;
and even where the mother-country
reserves the right of legislation, that right will sooner or later be
dissolved by the operation of natural causes, and matters be brought
to that footing, on which justice and regard to its real interest should
have prompted her to put them originally.
But, to proceed to the colonies formed upon the colonial system
of the moderns ; the founders of them were for the most part adventurers, whose/object was, not to settle in an adopted country,
but rapidly to amass a fortune, and return to enjoy it in their former
homes.t
The early adventurers of this stamp found ample gratification of
their extravagant, rapacity, first in the cluster of the Antilles, in
Mexico and Peru, and subsequently in Brazil and in the Eastern
Indies. After exhausting the'resources previously accumulated by
the aborigines, they were compelled to direct their industry towar_'s
discovering the mines of these new countries, and to turn t'o account
the no less valuable produce of their agriculture. Successive swarms
of new colonists "poured in from time to time, animated for the most
* Videinfrtl, underthe head of Population,BookII. c. 11.
_"There have been many exception_in North Americaand elsewhere. The
coloniesof Spaia_andPortugal in the New World wereorganambiguouscharac
ter. Someof*he colonistscontemplateda return : others went to establishthemt_.lve_and their posterity; but the whole plan of them has been subverted,since
the commencementoFthe struggle fol"emancipation.
18
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part with some hope of return, "with -the desire, rtot of living in
affluence upon file land they cultivated, and leaving behind them a
con_ented posterity and a spotless name, but of making inordinate
gain to be afterwards
enjoyed elsewhere : this mbtive led them to
adopt a_system of compulsory
cultivation, of which negro slavery
was the _principal instrument.
But let
methe
ask,labour
in what
mannerdoes
slavery than
operate
duction
._ Is
of the
slave less costl)
that ofupon
the profree
labourer ? This is an important inquiry,, originating
in the ,influence
of the modern
system of colonization
upon the multiplication
of
wealth.
Stewart, Turgot,
and Smith, al! agree in thinking, that the labour
of' the slave is dearer and less productive
than that of the freeman.
Their arguments amount to this : a man, that neither works nor consumes on his own aeeodnt, works as little antl consumes as wuch as
he can : he has no interest in tile exertion of that degree of c'are and
intelligence, which alone can insure success: his life is shortened by
excessive labour, and his master must replace it at great expense:
besides, the free workman looks after his own support ; but that of
the slave must be attended to by the master; and, as "it is impossible
for the master to do it so economically
as the free workman, the
labour of the slave must cost him dearer.*
This position has been controverted
by the following cal_ulati0n :
The annual expense of a negro in.the West Indies, upon the plantations most humanely administered,
does not exceed 60 dollars:
add
the interest of his prime east, say at ten per cent., for it is a life interest; the average price of a negro is about 400 dollars, so that,
allowing 40 dollars for the annual interest, the whole expense of a
negro to his owner is but 100 dollars per annum, (a) a sum, doubtless,
much inferior to the charge of free labour in that part of the world:
An ordinary free labourer may earn there from a dollar to a dollar
and a half per day, or even more.
Taking the medium of a dollar
and a quarter, and reckoning
about 300 working days in the year,
the-annual wages will amount to 375 instead of 100:dollars._
* Stewart (Sir Jas.) Inquiry into the Prin. of Pal. Econ. book"ii, c. 607.
Turgot. Reflections sur la Formation ct let Distribution des R_chesses, _ 23.
Smith. tI_alth of Nations, book i. c. 8; book ifi. c. 2.
"_It should be observed here, that the free labourers, who are so much 'better
paid, are commonly engaged in occupations _Vhmh,though les_ laborious, require a greater degree of intelhgence and personal skill. Tailor_ and watchmakers are generally freb men. And the mere existence of slavery itself en_an-.
ces the-price of free field labolJr by -driving all competition out of the market.
(a) In this calculation no nccoun_ has been taken of the housing of the negro,
the tools and implements supplmd to him, or the clothing furnished by the
maste_; neither does our author seem to make any altowanc_for the probable
increase of a_o'riculturalproduction, which free negro labour might afford. Free
European labour would doubtless be far more expensive, were it practicable.
The interest of money is also estimated far too low, and the infant and the aged
must be provided for by the master." T.
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' Cbmmon sense will tell us; th.at the eonsump:ion
of a slave must
be less th_in that of a free workman.
The master cares not if hts
sla_'e enjoy tlfe, provided he do but live ;'a pair of trowsers
and a
jacket are the whole wardrobe of the'negro : his lodging a bare hut,
and his ibod the manioc root, to which kind tnasters now and then
add a little dried fish.
A population
of free workmen,
taken one
with another, has women, children, and invalids to support : the ties
of consanguinity,
friendship,
love, and gratitude,
all eontribme
/Eo
multiply consumption_
whereas,
the slave-owner
is often relie_'ed
by the eflbcts of fatigue from. the maintenance
of the veteran : the
tender age and sex enjoy little exemption from labour ; and even the
soft impulse of sexual attraction is subject to the.avaricious
calculations of the mas[er.
What is the motive which operates in every man's breast to
counteract
the" impulse towards
the gratification
of his wants and
appetites'!
Doubtless, the providential
care of the future.
Human
wants and appetites haven
tendency to extend--fi'ugality
to reduce
consumption ; and it is easy to conceive, that these opposite motives,
workiug in the mind of the same individual, help to counteract
each
other. But, where there are master and slave, the balance must needs
incline to the side of frugality ; the wants and appetites operate upon
the weaker party, and the motive of frugality upon the st'ronger.
It is a welt-known fact, that the net produce of an estate in St. _)omince cleared off the whole purchase-money
in six years; whereas
in Europe the fiet produce
seldom exceeds the one twenty-fifth or
one thirtieth of the purchase-money,
and sometimes falls far short
even of that. Smith, himself, elsewhere tells us, that the planters of
the Etigtish islands admit that the rum and molasses will defray the
whole expenses of a sugar plantation,
leaving the total produ,_e of
sugar as net proceeds:
which, as he justly observes,
is much the
same as if our farmers were to pay their rent and expenses with the
straw only, ar¢l to make a clear profit of all the grain.
Now I ask,
how many products are there that exceed the expenses Of produotion in the same degree ? (a)
Indeed, this very exorbitance
of profit shows, that the industry of
the master is paid out of all proportion with that of ttm slave.
To
the eonsumer it makes no difference.
One of the productive classes
benefits by the depression of the rest ; and'that would be all, were it
not that the vicious system of production,
resulting fi'om this derangement,
opposes the introduction
of a better plan of industry.
The slave and the master aT'e both degraded beings, incapable of approximating
to the perfection of industry, and, bv their contagion,
degrading
the industry of the free man, who has no staves at hi._
(a) What rei%renee ean this inequality have to the rehmve position of th,
proprietor _md the-different productive-agents one to another ._ It is a mere
question of difference ot" interest of eapltal. Capital re.the West Indtes brings
a return very different, in it_ ratio, to rent or the profit of ]and, from what 1!
yields in Europe. Land, the source of produetlon, sells cheap, because of the,
greater unhealthiness of climate, insecurity of tenure, abundance, &e. &e. '_
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command.
For labour can never be honourable_ Or even respectable,
where it is executed by ,_n inferior caste:. The forced and unnatural
.snperiority of the master over the slave, is exhibited in the affectation of h, rdlv indolence and inactivity:
and the ihculties of mind
are debased in an equal degree;
the place of intelligenqe ' is usurped
by violence and brutality.
I have been. told by travellers
of veracity
and observation,
that
they consider all progress in tile arts in Brazil and other settlements
of America
as utterly hopeless, while slavery shall continue to be
tolerated.
Those states of the North American
Union, which hax:e
proscribed
slaver)', are ranking the largest strides towards national
prosperity.
The inhabitants of the slave states of Georgia and Carolina raise the best cotton in the world, but cannot work it up. During the .last war with England,
they were obliged to send it over
land to New-York
to be spun into yarn.
The same cotton is sent
back at a vast expense to be consumed at the place of its original
growth in a manuiactured
state. (a) This is a just retribution for the
toleration ot" a practice, by which one part of mankind Js made to
labour, and subjected to thd severest privation, for the benefit of another.
Policy is in this point in accordance
with'humanity.
(b)
It remains yet to be explained, what are the consequences
of the
comme, cial intercourse between the colony and the mother country,
in regard to,production
; always taking it for granted, that the colony
continues in a state of dependence,
for the moment it shakes offthe
yoke, it has nothing colonial but its origin, and stands in relation to
the mother-country,
on exactly the same footing as any other nation
on the globe.
The parent state, with a view to secure to the products of its own
soil and industry the market of colonial consumption,
generally prohibits the colonists from purchasing
European commodities from arty
one else, which enables her ow_ merchants
to sell their goods in the
colony for somewhat
more than they are currently worth.
This is
a benefit conferred on the subjects of the parent state at the expense
of the colonists, who are likewise its subjects.
Considering
the
mother-country
and the colony to be integral parts of one and the
same state, the profit and loss balance each other;
and this restriction is nugatory, except
inasmuch
as it entails the charge of an
(a) So it is now from Hindostan, where labour is free and most abundant.
Cotton will flow towards machinery, which has become too powerful for the
competition of human labou¢, even where it is the cheapest. That is, therefore,
not the effect of the toleration of slavery in those states. T.
(b) Therefore our author has come to this correct_ conclusion, his reasoning
is neither logical nor satisfacto_T ; indeed, the whole of this important subject
is dismissed with a precipitation little suited to its importance. There are two
nmtives of human imlustry, the hope of enjoyment, and the fear of sufferilag.
The slave is actuated principally by the latter, the free agent by the former.
Neither of these motives should have been thus cursorily adverted to m the
analysis of actual production, but have been fairly set forth in the outset, imme.
dia_lv after the detail of the sources of producti(m; being_both ofthem the
stimu'li which give activity to those sources. Aftel" all that our aiathor ane
others have done, much yet remains for the organization of-the science. T.
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establishment of custom or excise ofilce_.; and 'thus inercases the
national expenditure.
While, on the one hand, tho colonists _re obliged to bny of the
mother-country,
they i_re, on the other, compelled to sell" their
colonial produce, exclusively to its merchants, xx_o thus obtain an
extra advantage without any creation of.value, at the expense, likewise; of the colonists, by the enjoyment of an exclusive priv_ege.
and of exemption from competition.
Here, too, the profit and loss
destroy each other nationally, but not individually ; what a merchant
of Havre or Bordeaux gains in this way is-substantial profit; but it
is taken from the pockets of one or more subjects of the same state,
who Jaad equal _ight to have their interest attended to. It is true,
indeed, that the colonists-are indemnified in another way ;' viz. either
by the miseries of tha slave population, as we have already explained :
orby the privations of the inhabitants of the mother-country, as I
am about to show.
So completely is the whole system built upon compulsions, restrictiom and monopoly, that tlrese very domestic consumers are
compelled to buy what colonial articles of consumption they require
exclusively from the national colonies; every other colony, and all
the rest-of the _vorld, being denied the liberty of importing col,)nial _.produce, or subjected to the payment of a heavy fine, in the
shape of an import duty:
It would seemthat the home-consumer should at any rate derive
an obvious benefit, in the price of colonial produce, from his exclusive right of purchasing of'the colonists. But even this unjust preference is denied him ; for, as soon as the produce arrives in Europe,
the hon_e-merchant is allowed to re-export and sell it where he
chooses, and particularly to those nations that have no colonies of _
their own; so that, after all, "the planter is deprived of the competition of buyers, although the home-consumer is made to suffer its
full effect."
All these losses fall chiefly upon the class of home-consumers,
a class of all others the most important in point of number, and
deserting of attention on account of the wide diffusion of the
evils of any vicious system affecting it, as well as the functions
it performs'in every part of the social machine, and the taxes il
contributes to the public purse, wherein consists the power of
the government.
They may be divided into two parts; whereof
the one is absorbed in the superfluous charges of raising the colonial
prodtrce, which might be got che'aper elsewhere ;'[-this is a dead loss
* Or equinoctial; the term is applied-to the ordinaryproductsof equinoctial
latitudes.
_fPoivre, a writer _ofgreat infortr_tionand l_robity,assures us_that whito
sugar of the best quahty is sold m Cochin-China,at the rate of about3 dollars
per quintal of the country, which is little more than two cents per pound,and
that more than S0 millionsof _poundstt/-e thence exportedannually to Chinaat
that rate. Addinff300 per'cent.for the charges and profits of trade, which is
mosthbqral allowance,the sugar of Cochin-Chinamight, under a free trade, be
sold in l_,ranceat from8 to 9 cents a pound.
18_
"2B
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to the consumer, without gain to any body.
The other part, which
is also paid by the consumer, goes to make the fortunes o1" _'estIndian planters and {nerchants.
The wealth thus acquired
is ,the
produce of a real tax upon the people, although,
being centred intbw hands,.it is apt to dazzle theeyes,
dad be mistakenfor
weahh
of colonial and commercial
acquisitiun.
And it is few the protection
of this imaginary
advantdge,
that almost all the.wars
of the eighteenth century-have
been undertaken,
and 1hat the :Europea_ states
have thought themse}ves obfiged to keep Up, at a vast expend,
civil
and judicial, as well as marine and military,
establishments,
at the
opposite e_tremities
of the globe.*
When Poise
was appointed governor ot" the Isle of France, the
colony had not been planted more than 50 years.; yet he calculated it to have then cost France no less than 12 millions of dollars"
to be a source of regular and large out-going ; and to bring her no.
return of any kind whatsoever, t
It is t-rue, that the money spent
on the defence of that settlement
had the further object of upholding our other possessions in the East Indies ; but, whe_ we find that
these latter were still more expensive
both to the government
and
to the proprietors ¢,f the two companies, old and new, it is impossible to deny, that all we gained by keeping ttie Mauritius
at this
enormous expense was, the opportunity
of a further waste in Bengal and on the coast of Coromande].
The same observations
will apply to such of our possessions
in
other parts of the world, as were of no importance,
but in a military
point of view.
Should it be pi'etended, that these stations are kept
up at a great sacrifice, not with the object of gain, but to extend and "
affirm the power of the mother'country,
it might yet be asked, why
maintain them at such a loss, since this power has no olher object
but the preservation
of the colonies, which turn out to be themselves
a lo_ing
_
concern
_
._
That England
has benefited immensely by the loss of her North
The English already derive from Asia a considerable quantity beth of sugar
and indigo, at a cheaper rate than those of the West Indies. And, doubtless, _f
the Europeans were to plant independeu_ and industrious colonies along the
northern coast of Africa, the culture of equinoctial products there would rapidly
gain ground, and supply Europe in greater abundance at a still cheaper rate.
* Arthur Young, in 1789, estimated the annual charge entailed on France, by
the possession of St. Domingo, at 9 millions of dollars. He has gone into
detail to prove, that, if the sums spent on her colonies for 9..5years only had
been devoted to the improvement of any one of her own prownees, she would have
acquired an annual addltian of 24 millions of dollars, net revenue, consisting of
actual products, without loss to any body. Vide his Journey in Fvanee.
(Euvres de Poivre, p. 009. In this estimate he takes no account of the charge
nf the military and marine establishment of France herself, of _;hieh a part
_hnuld be set down to the colony.
V, de the works of Benjamin Franklin, vol. ii. p. 50, for the opinion of that
celebrated man, who bad so much experience in these matters. I find it stated
:n the Travels of i.ord Valentia that the _ape of Good Hope, in'1802, cost Englas,.dan excess of from 1,000,000 to 1,200,00_0dollars pet annum above-its own
*Gv_Iue.
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AmeriCan colonies, isa fact no one has attempted to deny._* Yet she
spent the incredible sum of 336,000,000
dollars in attemntin_, _o retain
posses_i(m ; a m_nstrons error _ policy indeed ; for she'm_ght have
enjoyed the same benefits, thfft is to say, have emahcipated
her colonies, without expending a sixpence;
hesides saving a prot'usion of
gall'tint blood, i{nd gaining credit-for
generosit_ 7, in the eyes of
Europe _nd posterity." lThe blun_lers do_nmitted by the ministers of George tII., during
the whole course of the first American war, in which, indeed, they.
were unhappily abetted, by the corruption of the parliament
and the
pride of the nation, were imitated by Napoleon, in his attempt to
reduce the revolted negroes of St. Domingo:
Nothing but its distance and maritime position prevented
that scheme from proving
equally disastrous with the war of Spain.
Yet, comparatively,
the
independence
of that fine island might have been made equally productive 6f commercial benefit to France, as that of America had been
to England.
It is high time to drop our absurd lamentations
for the
loss of our colonies, considered
as a source of national prosperity.
For, .in the first place, France
nox_- enjoys a greater degree of.prosriW, than while she retained her colonies: witness the increase of
r population.
Before the revolution, h_r revermes could maintain
.but twent_.-five millions of people: they now support thirty-two
millions ar_ a half, (1831) (1). In the sec6nd place, the first t;rinci"Bristol was one of the chief entrepots of North American commerce. Her
principal merchants and inhabitants joined in a most energetic representation to.
parliament, that _heir city would be infallibly ruined by the acknowledgment of
American indepei_ence ; adding, that their port would be so deserted, as not to be
worth the charge of keepim,_up. Notwithstanding their representations, peace
became a matter of necessity, "and the dreaded separatio,_ was consented to.
Ten years had scarcely elapsed after this event, when the same worthy persons
petitioned the parliament for leave to enlarge and dedpen the port, which,
instead of being deserted, as they had apprehended, was incapable of receiving
the influx of additional _hipping, that the commerce of independent America
had given birth to." De Levis, Lettres Chinoises.
]"These remarks are not altogether applicable to the British dependencies in
the East; because there the nation is rather a con_Teror than a colonist, having
the demmation over thirty-two millions of inhabitants, and the abmlute dL_msat
of the revenue levied upon them. But the clear rmtmnal profits derived from the
ocquisitibn is by no means so considerable, as may he generally supposed ; for
the charges of administration and protection.must be deducted. Colquhoun, m
his _rea*ise on tAe Wealth, Power, and Resouroe._ of the British Empire, _ hieh
gives an exaggerated picture of them, states the total revenue of the sovereig"a
company, at 18,0M,47Sl. sterling ; and its expenditure at 16,084,271l. ; leaving
surplus of -1,067,'207l.
In all probability were India in a state of national independence, the commerce
betw'een her and Great Bri.tain would increase so much, as to produce to the latter an additiowal revenue, larger than the amount of that surplus, to say nothing
of the.increas_e of individual profits.
(1) The
i_opulationof
the interruption
industry,
and'the
drains
occasionedFrance,
b3 the notwithstanding
lon_ wars, has increased
since the to
commei_cemeat of the Revolution: Accordinff to calc(Jlations made by {he National Assembly in 179t, France contained 26,363,074 inbab_tant_, and in 1_31 it contained
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ples of political eaonomy will teach us, that the loss of colonies by n_
means implies a lo_.of the"trade with them. Wherewith did France
before buy the colonial products ? with her own domestic products to
be sure. " Has she not since continued to buy them _n the same
B,ay, though sometimes of a neutral, or even an enemy ?
I admit, that the ignorance and vices of her'rulers for the'time
beitrg have made her pay for.those products, much dearer than she,
need have done ; but now that she buys them a_ the natural price,
(exclusive, of course, of the import duties,) anlt pays for therfi as
before with her domestic products, in what way is she a loser ?
Political convulsions have,given a new direction to commerce ; the
import of sugar.and coffee is no longer confifled to Nantes and Bordeaux; and those cities have suffered, in consequence.
But, as
France now consumes at least as much of those articles as she ever
did, all, that has not come by the.way of Nantes or Bordeaux, must
needs have found its way in some other channel.
France can not
have bought in any other way_ than as of old, with the products of
her own land, capital, and industry; for, excepting robbery and piraoy,
one nation has no other means of buying of another. Indeed, France
might have benefited largely by the trade.which has snpplantdd her'
own colonial commerce, had not old prejudices and erroneous
notions constantly opposed the natural current of human affairs.
Perhaps it may be argued, that the colonies furnish commodities
which are nowhere else to be had. The nation, therefore, that
should have no share of territories so highly favoured by nature.
would lie at the mercy of the nation that should first get possession,
for the monopoly of purchasing the colonial produce _vould enable
her to exact her own price from her less fortunate neighbour. Now
it is proved beyond all doubt, that what we erroneousty_all colonial
produce, grows everywhere within the tropics, where the soil is
adapted to its cu]tivation. The spices of the Moluccas are'found to
alaswer at Cayenne, and probably by this time in manv other places ;
and no monopoly was ever more complete, than the trade vf the
Dutch in that commodity.
They had sole .possession of the only
spice islands, and allowed nobody'else to approach them. Has Eu,rope been
weight in
voted two
sacrificed

in an_r want of _pices, or has she bought them for their
gold. Have" we arty reason to regret the not having dehundred years of war, fought a score of'naval battles, and
some hundreds of millions, and the lives of half a million

of
fellow-creatures,
for the
paltrythree
object
pepper
andour
clove_
cheaper by some
t_.voor
sonsofa getting?our
pound.
And
this
example, it is worth while to observe, is the most favourable one
for the colonial s_ystem, that could possibly be selected. One can
hardly imagine the possibility of monopolizing sugar, a staple product ()f most parts of Asia, Africa, and America, so completely as
82,560,000within the samdlimits. The annual increaseis about 200,000indi.
vidua_._(Vide A_nuaire pour l'An 1834.)
AltmtrcANEDITOR.
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the Dutch did the spice trade; yet has this very trade been snatched
from ti_e avaricious
grasp of the monopolist nation, almost without
firin_ a shot.
.
The ancients, by their system of colonization,
made themselves
friends all over the known world; the moderns have sought to make
subjects, and thSrefore have made enemies.
Governors, deputed by
file mottxer-country,
feel not the.slightest
interest in the diffusion of
happiness and l:ea[ weahh amongst a people, wLth whom they do not
propose to spend their lives, to sink imo privacy and retii'ement, or
to conciliate
popularity.
They, know their consi_deration
in file
mqther-country
wilt depend upon the fortune they return with, not
. upon their behaviour in office.
Add to this the large discretionary
]5ower, that must unavoidably
be vested in the deputed rulers of
distant possessions, and there will be every ingredient
towards
the
composition
of a truly detestable government.
It is to be (eared, that men in power, like the rest of mankind,
are too little disposed to moderation/too
slow in their intellectual
progress,
embarrassed
as it is at every step by the unceasing
manoeuvres
of innumerable
retainers,
civil, military, financial, and
commercial;
all impelled, by interested
motives, to present things
in false colours, and involve the simplest questions in obscurity,
to
allow any reasonable hope of accelerating
the downfall of a system,
which for the last three or four hundred years must have wonderfully abridged the inestimable
benefits, that mankind at large, it1 all
the five great divisions of the globe,* have, or ought to have derived
from the rapid progress of discovery, al_d the prodigious
impulse
given to human industry since the commencement
of the sixteenth
century.
The silent advances
of intelligence,
and the irresistible
tide of" human affairs, will alone eflbct its subversion.
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WrIEN a traveller arrives in France, and there spends 2000 dollars, it must not be supposed that the whole sum is clear profit to
France.
The traveller
expends it in exchange
for the values he
consumes : the effect is just the same, as if lie had remained abroad
and sent to France for what he wanted, instead of comit_g and consuming it here ; and is precisely similar to that of international
corn* The vast continent of New Holland, with its surroundinff islands, is now
getierally considered by geog'raphers as a dzsti;_ctportion of the globe, under tae
denomilmtion of :Australia or Australasia, which has been given to it on accoum
uf its position exclusively _vtthin the southern hemisphere.
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merce, iq which the profit made is not the whole or principal value
receii,ed, but a larger or smaller per centage
upon that wincipa|
according
to the circumstances.
The matter has not hitherto been viewed in this ligl{t. In the
firm conviction of this maxim, that metal money was the only item
of real weal[l!, people imagined, that, if a foreigner came amongst
_hem with 2000 dollars.in
his pocket, it was so mach-cleay profit to
the nation; as if the tailor that c!othes him, the jewdler
fiaat "furnishes trim with trinkets, the victualler that feeds him, gave him no
values in exchange for his specie, but made a profit equal to the total
of their respective
charges.
All that the nation gains is the profit
upon its dealings with him, and upon what he pro, chases: and this
is'by no means contemptible,
for every extension of commerce is a
ploportionate
advantage;*
but it is well to know its real amount.,
that we may not be betrayed
into the folly of purchasing
it too
dearly.
An eminent writer upon commercial
,topics, tells u._, that
theatrical
exhibitions
cannot be too grand, too splendid, or too
numerous;
for thatthey
are a kind of traffic wherein France
re,:aires all and pays nothing; a proposition which is the very reverse
of truth ; for France pays, that is to say, loses, the whole expealse of
lhe exhibition, which is productive
of nothing butbarren
amusement, an_t leaves no value whatever to replace what has been con_sumed on it. F6tes of this description may be very pleasant,things
as affording amusement, but must make a ricliculous 'figure as a speculation of profit and-loss.
-What would people think of,a tradesman,
that was to give a ball in his shop, hire performers,
and hand refi'eshments about, with a view to be_iefit in his business?
Besides,
it may be reasonably
doubted, whether
a f6/e or exhibition
of the
most splendid kind, (toes in reality oeeasion any considerable
influx
of foreigners.
Such an influx would be much more powerfully
attracted
by eommeree,
or by rich fragments
of antiquity,
or by
master-pieces
of art nowhere
else to be seen, or by superiority
of
climate, or by the properties of medicinal waters, or, most of all, by
the desire of\'isiting the scenes af memorable
events, and of learntuff a language of extensive acceptation.
I a:n strongly inclined to
believe, that the enjoyment of a few crept3; pleasures
of vanity has
never attracted
much company from any great distm_ee.
People
may go a few leagues to a bail .or entertainment,
but will seldom
make a jot_rnev for the purpose.
It is extremely
improbable, that
the vast numl_r of Germans,
English. and Italians, who visit the
capital of France in dine of peace, are actuated solely by the desire
*A strange c'ountry has some advantages o,¢er the traveller, anti its dealings with him may be considered as lucrative: for his i#'norar_ee of the language and of prices, and often a spree of v'anity, make him pay for most of
the objects of" hls. consumption above the current rate. Besides, the public
sights and exhibitions, which he there pays for seeing, are expenses already
incurred by the nation, which he nowise aggravates by his presence. But
these advanta_es, though real and positive, are very limited _ amount, mad
Inust not be over-rated.
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of seeing the. French opera at Paris.
That city has Iortunate|v
manyworthier
objects of general curiosity.
In Spain, the bullfights are considered very curious and attractive ; vet I cannot think
many Frenchmen
have gone all the way to Madrid to witness that
dive_'sion.
Foreig_ers,
that have already come into the'country
on
other a'ceo_nts, are, indeed, fl'equent spectators
of such exhibitions;
but it was not solely with this object that _.hey first set out upo_ their
journey. (a)
The vaunted rotes of Louis XIV. had a still more mischievous
tendeucy.
The sums spent upon them were not supplied by foreign
ers, but by French provincial visiters, who often spent in a week, as
much as would have maintained- their families at home for a year.
So that France was two ways a loser; first, of the sums expended
by the monarch,
which had been levied on the subjects at large:
secondly, of all that was spent by individuals.
The sum total of
the consumption
was thrown away, that a few tradesmen
of the
metropolis
might make their, profits upon it; which they would
equally have done, had their indus-try and capital taken a more
beneficial direction.
A stranger, that comes into a eountr_ to setlle there, and brings
his forttlne along with him, is a substantial
acquisition to the nation.
There is in this ease an accession of two sources of wealth, industry.
and capital : an accession of full as much value, as tim acquirement
(a) This has become a matter of some interest to England, whose unproductive capitahsts and proprietors have absolutely overwhelmed the society of
France and a great part of Italy, where they consume an immense revenue,
derived from.Britain by the expert of her manui_actures without any return.
Thus their native country is, pro tanto, a producer without being a consumer-the _ene of exertion but not of enjoyment.
This mrcumstanee, althougk
no_.viseprejudicial to her preductlve powers, is extremely so to the comfort and
enjoyment and content of her population ; for there are few enjoyments so personal and selfish, as not to be diffused in some degree or other at the moment
and place of consumption. Besides, the presence of the proprietor is always a
benefit, especially in Great Britain, where so many pubhc duties are gratuitously
performed. Ireland suffers in a worse degree; her gentry are attracted by
England as well as the continent; and the eonseqlmnces have long been matter
of regret and complaint. Though it n)ight be impehtm to cheek the effiux by
authon_tive measures, it should at least not be directly encouraged and stimulated, as it really is, by the financial system, whmh the English mimstry so
_obslinateFypersevere in. Alm()st the whole of the taxation is thrown immediately upon consumption ; whilst the permanen[ sources of pwduction and the
clear rent they yield to the idte proprmtor are left untouched. The proprietor has,
therefore, £n obvious interest in e.Afectinghis consumption where it is least burthened with taxation'-; that is to say, anywhere but m England. His property
is protected gratuitously, and the charge of its protection defrayed by the productive classes, who thus are compelled to pay for the security of other people's
property as well as their own, and are themsel_'es unable to imitate their unproductive countrymen, by runnin_away from domestm taxation. A more unjust
and di_ragin_'
system couid not have been devised. Its evils are daily
increasing, and threaten the most serious diminution of the national re_urces
But the. mimsters neither see the mischief themselveN nor will listen to thrwarmags of others. Many of them, indeed, have an interest in perpetuating an
exemption, by which they benefit personally. T.
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of a proportionate extension of territory; to say nothing of'what is
gained in a moral estimate, if the emigrant bring with him private
virtue and attachment to the place of his adoption. "When Frederick William came into _le regency;" says the royal historian _f
the house of Brandenburgh, "there was in tile country no manufacture of hats, of stockings, "of serge, or Woollen stuff of any kind.
All these commodities were derived from French industry. The
French emigrants introduced amongst us the making of broadcloths,
baizes and lighter woollens, of caps, of stockings wove in the frame,
of hats, of beaver and felt, as well as dyeing in al{ its branches. Some
refugees of that nation established themselves in trade, and retailed
the products of their industrious countrymen.
Berlin soon could
boast of its goldsmiths, jewelJers, watch-makers, and carvers ; those
of the emigrants, that _ttled in the low country, introduced the
cultivation of tuba@o, and of garden fruits and vegetables, and by
their exertions converted the sandy tract in the environs into capital
kitchen-garden grounds."
This emigration of industry, capital, and local attachment, is no
less a dead and total loss to the country thus abandoned, than it is a
dear gain to the country affording an asylum. It was justly observed by Christina, queen of Sweden, upon the revocation of: the
edict of Nantes, that Louis XIV. had used his right hand to cut off
his left.
Nor can the calamity be prevented by any measures of legal
coercion. A fellow-citizen cannot be forcibl_; retained, unless he
be absolutely incarcerated ; still less can he }_eprevented from exporting his movable property, if he be so inclined. For, putting
out of the question the channel of contraband, which can never be
closed altogether, he may convert his effects into goods, whose exrt is tolerated or even encouraged, and consign, or cause them to
consigned, to some correspondent abroad. This export is a real
out.goin_o of value; but how is it possible for government to ascertain, that it is intended to be followed by no return ?_
The best mode of retaining and attracting mankind is, to treat
them with justice and_benevolence; to protect every one in the enjoyment of the rights he regards with the highest reverence; to
allow thb free disposition of person and property, the liberty of continuing or changing his residence, of speaking, reading, and writing
in perfect security.
Having thus investigated the means of production, and pointed
out the circumstances, that render their agency more or less prolific,
• In 1790, wl_enthe new:authorities of France indemnifiedthe holders of
suppressed officesin paper-money,these discarded fun_tion_mes_r the most
part converted their as_ignats into _'pecie,or other comraodttiesof equal value,
wlfich they took or sertt out of the country. The consequentnational loss to
France wa_ ne,rrlyas great, as if they had received their inderanities iri cash :
for its paper representative had not then suffered any material depreciation.
Even when the individual remaias himself in the country, he can not be prevented fromtrtmsfer_inghis fortune flionce,if he be determinedon aodoing.
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it would be endless, as well as foreign to my subject, to attempt a
general review of all the variou§ products time _ompose the weahh
of mankind:
such a task would furnish materials for many distinct
treatises.
But there is one amongst these products,
the uses and
nature of which are very imperfectly
known, akhough the knowledge of them would throw much light upon the matter now under
discussion.: for which reason I have determined,
before the c()nclusion of this part of mfwork,
to give a separate consideration
to the
product money, which acts so prominent
a part in the business of
production, in the character
of the principal agent of exchange and
transfer.
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S_CTm_ I.
General Remarks.
lr_ a society ever so little advanced
in civilization,
no sil:g|e irJdividual produces all that is necessary to satisfy his own wants ; and
it is rurely that an individual, by his single exertion, creates even
any single product ; but even if he docs, his wants are not limited to
that single article;
they are numerous
and various, and he must,
thereforo, procure all other objects of his personal consumption,
by
exchanging
the overplus of the single product he himself creates beyond his own wants, for such other products as he stands in need of.
And, by the way, it is observable,
that, since individual
producers,
in every line, keep for their own use but a very small part of their
own products;
the gardener,
of the vegetables he raises, the bakel;
of the bread he bakes, the shoemaker,
of the shoes he makes, and so
of all other_; the great bulk, nay, almost the whole of the products
of every community,
arrive at consumption
by the medium of exchange.
This is the reason, why it has been erroneously
concluded, that
exchange and transfer are the basis and origin of the production
of
wealth, and of commerce
in particular;
whereas
they are o_v
secondary
and accessory circun)stances;
inasmuch
as, were eac]l
family to raise the whole of the objects of its own consumption,
as
we see practi_ed
in some instances in the back settlements
of the
United States, society might continue to exist, without a single act
of exchange
or transfer.
I make this remark, merely with a view
to correctness
_ first principles, without any design to detract from
19
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the importance of exchange and transfer to the progressive adv.ancement of production ;. indeed, ] set .out with the position, thar they
are indispensable in an advanced stage of civilization.
Admitting, tben, the necessity of interchmage, let us pause a moment, and consider, what infinite confusion and difficulty must arise
to all the different eornpdnent members of _society, who are for the
most part producers of but a single article, or two or three t_t the
utmost, but of whom even the poorest is a consumer of a vast'number of different products; I say, what difficulty must ensue, were
evewv one obliged to exchange his own products specifically for
those he may want; and were the whole of this process carried on
by a barter in kind. The hungry cutler must oflbr the baker his
knives for bread ; pel:haps, the baker has knives enough, but wants
a coat ; he is willing to purchase one of the tailor with his bread, but
the tailor wants not bread, but butcher's meat ; and so on to infinity.
By way of getting over this difficult)', the cutler, finding he cannot persuade the baker to take an article he does not want, will use
his best endeavours to have a'commodity to offer, which the baker
will be able readily to exchange again for whatever he may happen
to need. If there exist ir_ the society any specific commodity that
is in general request, not merely on account of its inherent utility,
but likewise on account of the readiness with which it is received in
exchange for the necessary articles of eonsumpfion, and the facility
of proportionate subdivision, that commodity is _preeisely what the
cutler will try to barter his knives for ; because be has learnt from
experience, l'bat its possession will procure him without any difficulty, by a second act of exchange, bread or any other article he may
wish for.
Now, money is precisely that commodity.
The two qualities, that give a general preference of value, in °the
shape of the current money of the country, to the same amount o!
value in any other shape, are :_
1. The aptitude, in the character of an intermedial object of exchange, to help all who have any exchange or'any purchase to make,
that is to say. every member of the community, towards the specific
object of desire. ;/'he general confidence, that money is a commodity acceptable to every body, inspires the assurance of being
able, by one act of exchange only, to procure the immediate object
of desire, whatever it may be ; whereas, the possessor of an3: othm
commodity can never be sure that it wilt be acceptable to the possessor of that particular object of desire.
2. The capability of suMivision and precise apportionment to the
amount of the intended-purchase;,
which capability is a recommendation to all who have purchases to make; in other words, to
every member of the community.
Every one is, therefore, anxious
to barter for money the pro*duct whereof he holds a sttperfluity, and
which is commonly that tie himself produces ; because, in addition
to the other quali_ above staled, he feels sure of being able to buy
with its value in that shape as small or as large almportion of cot.
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responding value, as he may require; and because he may buy,
whenever, and wherever he pleases, such objects as he may desire
to have in lieu of the product he has sold originally.
In a very advanced stage of civilization, when individual wants
have'b_come various and numerQus, _ind productive operations very
much
subdi.vided, exchanges
become a matter of more urgent neees•
'-4
sJty, as .well as much more frequent and 'more complicated; and
personal consumption and barter in kind becomes less practicable.
For instance, if a man makes not the whole knife, but the handle of
it only, as in fact is the case in towns where cutlery is conducted on.
a large scale, he does not produce anv thin_c,that he can turn to account ; for what could he do with the'handVe without the blade ? He
can not himself consume the smallest part of his own product, but
must unavoidably exchange the whole of it for the necessaries or
convelfiences of life, for bread, meat, linen, &c. But neither baker,
butcher, nor weaver, can ever stand in need of an article, that is fit
for nobody but the finishing cutler, who can not himself give either
bread or meat in exchange; because he produces neithm'; and who
must, therefore, give some one commodity, that, by the custom of
the country, may be expected to pass currently in exchange for most
others.
Thus, money is the more requisite, the more civilized a nation is,
and the further it,has carried the division of labour. (a) Yet history
contains precedents of considerable states, in which the use of any
specific article, as money, was utterly unknown; as we are told it
was among the Mexicans at the time of the discovery. We are informed, that, just about the period of their conquest l_y the Spanish
adventurers, they were beginning to employ grains of cacao as
money, in the smaller transactions of commerce.*
I have referred to custom, and not to the authority of government, the choice of the particular article that is to act as money in
preference to every other : for though a government may coin what
it pleases to call crowns, it does not oblige the subject to give his
goods in exchange for these crowr_s, at least not where property is
at all respected.
Nor is it the mere impression, that makes people
consent to take this coin in exchange for other products.
._Ioney
passe_ current like any other commodity; and people may at liberty
barter one article for another in kind, or for gold in bars, or silver
bullion. The sole reason why a man elects to receive the coin in
preference to every other article, is, because he has learrit from ex* P.aynat_Hist. phil. et pol. hb. vi.
¢
,
(a) The utihty of moneyis intense, m the eoraponndratio of the division of
labour and the variety of individualconsumption. A sugar colony in the West
Indies, though highly productivein proportion to its population,"requireslittle
moneyto facilitatethe transferof the produce; becausethe bulk ofthe populatmn,
the negroes,have very little variety of eonsnniptiot_
: they are fed, clothed, &e.
in the wholesale,and in the plaanestand most uniform manner• Yet¢possibly,
the division both of agricultural and manutketuring labour on each plantation
may be carried to e_siderable len_h. T.
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perience, that it is preferred by those whose prQducts he has occasion to purchase.
Crown pieces derive their ch'culation
as money
from no other authority
than this spontaneous
.preference:
and if
th_re_vere the least ground for supposing, that any other commodity,
as wheat, for instance, would pass more currently
in exchange for
what they calculate upon wanting themselves, people would not give
their goods for crown pieces, but would demand wheat, which would
then be invested with all the 'properties
of money.
And this has
occurred
occasionally
in practice, where the authorized or government money has consisted 0/" paper destitute of credit or public
confidence.
Custom, therefore, and not the mandate
of authority,
designates
the specific product
that shall pass exclusively a_ money, whether
crown pieces or any other commodity wht_tever.*
The more frequent recurrence
of the exchange of every individual
product for the commodity,
money, than for any other product, has
attached particular names to this transaction ; thus, to receive money
in exchange is called, selling, and to give it, buying.
In this way uriginated
the use of money.
These positions are by
no means purely speculative ; for on them must all' arguments,
and
laws, and regulations,
on the subject of money, be grounded.
A
sy'stem built upon any other foundation
can possess neither beauty
nor solidity, and must fail to fulfil the object of its construction.
With the view of throwing
the utmost possible light upon the
essential properties
of money, and the principal contingencies
it is
subject to, I shall treat of these particulars
in separate sections, and
endeavour
to enable such as may give me their attention, to. follow
with ease the chain of connexion, notwithstanding
that classification ;
and themselves
to arrange .in one comprehensive
view the whole
lay of the mechanism,
and the causes of that derangement,
which
urnan folly or misfortune may occasionally
effect.
SrerioN II.
Of the Material of Money.
If, as it would appear by the reasoning
money be employed as a mere intermedial

in tt_ preceding section,
object of exchange
be-

* When the intercourse between the EUropeans and the negroes of the fiver
Gamble first commenced, the commodity most "in request with them was iron,
for the purposes of war_and of tillage. Iron, therefore, became the standard of
comparison of value. In a little time, it became a mere nominal standard in
their mercantile dealings; and a bar of tobacco consisting of 20 or 30 leaves of
that herb, was given for a bar 'of rum consisting of four or five pints, according
to the abundance or scarcity of _e article. In such a state of society, each
product successive!y performs the functions of money in reference to all other
products ; which leaves the community subject to all the inconveniences of barter in kind, the chmf of which is, the inabihty to oflbr_anyone article in genes]
request and acceptation, and capable_of ready apportionment in amount to other
commodaies at large.
_de Travels of Mungo Park, vol'. i. c. 2.
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twee_ an object in possession and the object of desire, the cchoice of
its material is of no great importance.
Money is not desired a_ an
object of food, 'of household use, or of personal covering, but for the
purpose of re-sale, as it were, and ro-exchange for some object of
utility, after, having been originally received in exchange for one
such already. Money.is, therefore, no_ a_ object of consumption ;
it passes through the hands without sensible diminution or injury;
and may]3erform its office equa)ly well, whether its material be gold
or silver, leather or paper.
Yet, to enable it to execute its functions, it must of necessity be
possessed of inherent and positive value ; for no man will be content
to resign an object possessed of value, in exchange for another of
less value, or of none at all.
There are some other less essential requisites, which add to its
efficiency. A material, wherein these are not combined, is unfit for
the purpose, and cannot hope to-engross its functions either generally
or permanently.
We are told by Homer, that the armour of Diomede had cost
nine oxen. A warrior, that wished to arm himself at half the price,
must have been puzzled to pay four oxen and a half. Wherefore,
the article employed as money must be capable of being readily
and without injury apportioned to the different objects of desire,
and subdivided in such manner, as to admit of exchanges of the
exact amount required.
Again, we read, that in Abyssinia, they make use of salt for
money. If the same custom prevailed in France, a man must take
a mountain of salt to market to pay for his weekly provisions.
Wherefore, the commodity employed as money must not be so
abundant, as to make it necessary to transfer a large quantity, on
each recurring act of exchange.
At Newfoundland, it is said, that driedeod performs the office of
money, and smith makes mentiofi of a village in Scotland, where
nails are made use of for that purpose.* Besides many other inconveniences, that substances of this nature are subject to, there is this
grand objection, that the quantity may be enlarged almost at pleasure; and in a very short space of time, and thereby a vast fluctuation
effected in their relative value. But who would readily accept in
exchange an article, that might, perhaps, in a few moments, lose the
half or three-fourths of its value ? Wherefore, the commodity employed as money., must be of such difficult acquisition, as to ensure
those who take it, from the danger of sudden depreciation.
In the l_Ialdive islands, and in some parts of India and Africa,
shells, called ctnv_-ies,are employed as money, although they h_ve
no intrinsic value, except that they serve for ornament to some rude
tribes. This kind of money wot(ld never do for nations that carry
on trade with many parts of the globe; a medium of exchange of
such very limited circulation would offer insuperable objections.
It
19,
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;,snatural for people to receive most willingly in exchange Ihat art_.
ele, which is the most universally received in like manner by othea
people in their turn.
We need not, _hen, be surprised, that almost all the commercial
nations of the world should have selected metal to perform the office
of money; when once the more industrious and commercial communities had declared their choice, all the rest had an evident inducemerit to follow their example.
At times, when the metals now most abundantly produced were
yet rare, people were content to make use of them for the purpose.
The legal currency of Lacedzemon was of iron ; that of the early
Romans; of copper. In proportion as those metals were extracted
from the earth in greater quantity, they became liable to the objection above stated ]u respect to all products of too little comparative *
value; and it is long since the precious metals, that is to say, gold
and silver, have been almost universally adopted. To this use they
are particularly applicable :
1. As being divisible into extremely minute portions, and capable
of re-union, without any sensible loss of weight or value; so that
the quantity may be "easily apportioned to the value of the article of
purchase.
2. The precious metals have a sameness of quality all over the
world. One grain of pure gold is exactly similar to another, whether it came from the mines of Europe or America, or from the
sands of Africa.
Time, weather, and damp, have no power to alter
the quality: the relative weight of any specific portion, therefore,
determines at once its relative quality and value to every other
portion : two grains of gold are worth exactly twice as much as one.
8. Gold and silver, especially with the mixture of alloy, that they
admit of, are hard enough to resist _,,eryconsiderable-friction, and
are therefore fitted for rapid circulation, though, indeed, in this respect, thev are inferior to many kinds of precious stones.
4. Their rarity and consequent dearness are not so great that the
qtiantity of gold"or bf silver, equivalent to the generality of goods,
is too minute for ordinary perception; nor, on the other hand, ave
they so abundant and cheap, as to make a large value amounl to a
great weight. ]t is possible, that in progress of time, they may becomeliable to objection on this score; especially if new and rich
veins of ore should be discovered: and then mankind must have
recourse to platina, or some other yet unknown metal, for the purpose of currency.
Lastly, _old and silt'or are capable of receiving a stamp or impression, certifying the weight of the piece, and the degree of its purity.
• The moneyof Lacedaemonis a proof of the position,that public authority
is incompetentof itself,to give currency to its money. The law.sof Lycurgus
directed the moneyto be mapleof iron, purposelyto prevent its being easily
hoarded,or transferred in lar_o'equantities ; but they were inoperative,beeaus_
they went to defeat chese,the principal purposesof"money. Yet no,legislator
wasever morerigidly obeyedthan Lycurgus.
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Although
the
precious
metals
used for money
have
generally
some mixture
of baser metal,
generally
of copper,
by way of alloy,
the value of the baser metal, thus incorporated,
is reckoned
for " nothing. ' Not that
the alloy is itseli" destitute
of value;
but because
the operation
of disuniting
it from the purer metal would
cost more
than it would
be worth, after it was extracted.
Fo_" this reason
a
piece of coined gold
quantity
of precious

or silver, mixed
with
metal only contained

a_loy, is estimated
in it.+

by the

* The present silver coin of France contains one part copper to nine parts
fine silver ; the relative value of copper to silver being as 1 to 60, or thereabouts.
So _at the copper contained
in the whole silver coinage, amounts to about
v_o of Vhe total value of the silver coin, or 1 cent in 6 Jr.
Supposing it were
attempted to disengage the copper, it would not pay the expenses of the process
of separation;
to say nothing of the value of the impression that must be
destroyed.
Wherefore, it is rec_koned for nothing m the'valuation
of the coin.
A piece of 5 fr. presents the idea of the 22½ g'rammes of fine silver contained
in it, though actually weighing 25 gr. reclusive of the alloy. (1)
(1) The values of the gold, silver, and copper coins of the United States,
were first regulated by the act of Congress of the 2d of April, 1792, establishing +the mint.
By that act, the eagle contained "247.5 grains of pure gold and
22.5 grains of alloy, making together 270 grains of standard goht ; and the
half eagle and the quarter eagle, their respective fractional proportions of the
same metals.
By the act of Congress of the 3Oth of Jane, 1834, this standard
has been debased, and the weight of the gold coins reduced : the eagle now
contains 232 grains of pure gold and "26 grains of alloy, making together 258
grains of standard gold ; and the half eagle and the quarter eagle are reduced
+ in like proportions.
By the act of 17!1:2, the standard of gold was eleventwelfths of pure gold to one-twelfth of alloy, or 22 carats fine. By the act of
the present year, the i'elative fineness or number of carats has been reduced to
about 21.58, equivalent to a debasement of about 1.9 per cent. ; and the actual
quantity of pure metal in the coin has been diminished more than 6.25 per
cent.--(6.262626+).
The alloy of standard gold is composed of silver and
copper, not exceeding one half silver.
In the silver coins of the United States, no chan_e has been made, since the
act of 1792, whmh regulated "their value.
The dollar, by that act, is made the
unit, of the same value as the Spanish milled dollar then current. + The dollar
of _the U_ited States contains 871.25 grains of pure silver and 416 grains of
standard silver; the half dollar 1$5.625 grains of pure silver and 20S grains of
standard silver; the quarter dollar 92.S125 grains of pure silver and 104 grains
of standard silver; the dime 37.125 grains of pure silver and 41.6 grams of
standard st]ver; and the half dime 18.56°.2.5grains of pure silver and 20 S grains
+of standard silver.
The standard of silver is 14-$5 parts of fine to 179 parts
alloy ; accordingly, 1485 parts in 1664 parts of the entire weight of the silver
-_' dcoins are of pure silver, and the remaining 179 parts of alloy.
The alloy of
standard sdver is wholly composed of copper.
•
The copper coins of the United States are the cent and the half cent; the
w_ight of which, since the act of 1792, has been twice reduced.
By the act of
1792, the cent contained 064 grains, and the half cent 132 grains, of copper,
and _
cent was fixed at the value of the hundredth part of the dollar, or unit.
*By an act of the _14th of January, 1793, the cent was reduced to 20_ grains,
and the half cent to 104 grains, of copper; and by an act of the _kl of M_ch,
1795, the President was authorized by proclamation, and accordinzly, on the 26th
of January, 1796, reduced the cent to I(_S grains, and the half cent to $4 grains
of copper, their present weight.
The proportmnal mint value ofgeld to silver,
by the act of 1792, was as 1 o_"pure gold to 15 of pure silver; and by the xct_
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Src-rioN Irl.
Of ihe Accession of Value a Commodity receives by being Vested toitk
the Character of Money. •
From the foregoing sections it will appear, that money is indebted
for its currency,
not to the "authority of the governme_)t, but to its
being a commodity
bearing a peculiar and intrinsic value.
But its
preference,
as an object of exchange, to all other commodlties
of
equivalent value, is owing to i(s characteristic
properties
as money ;
and to the l_eeuliar advantage
it derives from its employment
in that
character;
name))', the adcantage
of being in universal use and request.
The whole population, from the lowest degree of poverty to
the highest of wealth, must effect exchanges,
must buy the objects
of want; must be consumers of money;
or, in other words, must
obtain possession of the commodity,
that acts as the medium of exchange, the commodity generally'admltted
to be best suited, and
most
that purpose.'
that has
other frequently
commodity, emplos:ed
jewels, for
for instance,
to offerA in man
exchange
for any
the
necessaries
or luxuries he may have occasion for, cannot get th"ose
necessaries
or luxuries by the process of exchange,
until he, has
found a consumer for his jewels ; nor can he even then be sure, that
such a consumer wilt be able to give him, in return, the very identical article he may want : whereas, a man, with money in his pocket,
is quite certain, that it will be acceptable to the person, of whom "he
would buy any thing; because that person will, iia turn, be himself- "
obliged to become a purchaser
in like manner.*
With the commodity, money, he can obtain all he wants by a single act of exchange only, _alled a purchase;
whereas, with all others two acts
at least are necessary;
a sale arrd a purchase.
This is the sum total
of its advantages
in the character
of money: but it must be obvious
to every body, that the preference,
thus shown it as money, is a
consequence
of its actual use as such.
I must here observe, that the adoption of any specific eofltmaodity
to serve as money, considerably
augments
its intrinsic "value, or
value as an article of commerce.
A new use being discovered for
the commodity,
it unavoidably
becomes more in request ; the employment of a great part, the haft or perhaps three-fourths
of the '
whole
whole

stock of it on hand, in this new way cannot
more scarce and dear. (a)

fail to render

the

* The other property of money, the eapobility of subdivision, and apportion- )
ment of the value parted with, must not be lost sight of: by it the jeweller is
enabled to exchange a minute portion of his precious commodity for the _l, llest
1tern of his household expenditure.
(a) This point has been well.observed upon by Turgot. Re ft. 5ur la Form. e(
Distrib. des Rich.
the present year the proportional mint raIue of gold to silver is as 1 oftmre gotd
16.00_112-k of pure silver.
AMI_tleANEDITOR.
)
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Were the actually existing "stock of silver and gold applied to
no other use than the fabrication of plate or ornament, the quantity
wbuld be abundant and much cheaper than it is at present; that is to
say, whenever they were exchanged for other commodities, more
of them would be given or received in proportion to the value obtained in exchange.
But a large portion of these metals b_ing
.destined to act as money, and exclusively occupied in that way,
there is less remaining to be manufactured into jewellery and plate,
and the scarcity of course adds to the value. On the other hand, if
they were never used in plate or jewellery, there would be more of
them applicable to the purpose of money, and money would grow
cheaper, that is to say, more of it would be necessary to purchase
an equal quantity of goods. The employment of the precious
metals in manufacture makes them scarcer and dearer as money;
in like manner as their employment as money makes them scarcer
and'dearer in manufacture.**
Hence it naturally follows, that these metals being, by reason of
their employment as money, raised to such a price, as precludes
their so general use in the form of plate and jewellery, it is in consequence found less convenient to use them in that form. "/'he
luxury costs more than it is worth.
Thus, massive gold plate has
go_e completely out of fashion, particularly in those countries, where
• the activity of"commeree, and the rapid progress of wealth, make
• gold in great demand for the purposes of money. The richest individuals eorttent themselves with gilt plate, that is to say, plate
covered with a very thin coat of gold; solid gold is used only Jn
smaller articles of manufacture, and those in which the value of the
workmanship exceeds that of the metal. In England, plate is made
very light, and people of affluence often content "themselves with
silver-plated goods. The ostentation of displaying a large service
of that metal costs the interegt of a considerable capital.
The increase of the value of metals is, generally speaking, attended with some disadvantages; inasmuch as it places many articles of.e'omfort
and .convenience,
silver dishes, spoons, &e., beyond
II
, .
the reab.h of most private famthes ; but there is no disadvantage in
¢_ such increa_d value of the metal in its character of money ; on tile

t,

• Rieardo and some other writers maintain, that the charges of obtaining the
metal wholly determine its price or relative value in exchange for all other eomaamodities.
According to their notions, therefore, the want or demand nowise
_ influences that price ; a position in direct contradiction to daily and indisputable
experience,
which leads uq invariably to the conclusion, that value is increased
• by increase of demand.
Supposing that, by the discovery of new mines, silvel
were to become as common as copper, it would be subject to all the disqualifications of copper for the purposes of money, and gold would be more generally
_emp_yed.
The consequent increase of the demand for gold would increase the
,, intensity of its value ; and mines would be worked, that are now abandoned, be_
•cause they do not defray the expense.
It is true that the ore would then be obtained at a heavier rate ; but will any one deny, that the increased value of the
metal would be owing to the increased demand for it ? It is the increased intensity of that demand, that determines the miner to incur the inerensed charge
of production.
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contrary,
there is a greater convonience
in the trar_fer of a less
bulky commodity, on every change of residence, and every act of
exchange.
The selection of any commodity, to act as money in bat one part
of the world, increases
its value everywhere
else.
There is no
doubt, that, if silver should cease to be current as money in Asia,
the value of that metal in Europe would be affected, and more of it
would be given in exchange for all other commodities ; for one use
of silver in Europe is, the possibility of exporting "it to Asia.
The employment of the precious metals as money by no means
renders their value stationary ; they remain subject to local as well
as temporary
fluctuations
of value, like every other object of commerce.
In China, half an ounce of sih, er will purchase
as many
6bjects of use or pleasure as an ounce in France;
and an ounce of
silver in France will generally go much farther in the purchase ot
commodities,
than it will in America.
Silver is more valuable in
China than in France, and in France than in America.
Thus money, or specie, as some people call it, is a c_mmodhy,
whose value is determined
bv the same general laws, as that of all
other commodities ; that is to say, rises and falls in proportion
to the
relative demand and supt31y. And so intense is that demand, as to
have sometimes been sufficient to make paper, employed as money,
equal in value to gold of the same denomination
; of which the money of'Great
Britain is a present example.
It must not be imagined, that the paper money of that country
derives its value from the promise of payment
in specie, which it
purports to convey..
That promise has been held out ever since the
suspension of cash payments
by the bank in 1797, without any
attempt at performance,
which many people consider impossible.*
* Before the Bank of England can pay off its notes in cash, the government,
its-principal debtor, must discharge its debts in specie ; which it can not do unless
it purchase the specie, either with its savings, or with the proceeds of further
taxation. In doing so, it would_ in effect, substitute a new and very costly engine of circulation, which must be purchased by the state, for the present one,
whida, although much out of order, and altogether destitute of intrinsic value,
is yet made to do the business well enough. (1)
(1) The Bank of England, notwithstanding the opinion expressed by the author
in this note, has long since resumed and continued the payment of its notes on
demand in specie; and, it must be added, without any intention /laving beett
expressed, or attempt made, by the British government, to "discharge its debts -'
m specie," which M. Say seemed here to think must be previously effected.
By an act of parliament, passed in July 1S19, generally known a_ "_r. Peel's
Act, the Bank of England was required, from the 1st of May, !8'23, to pay its
potes on demand, in the le_ral coins of the realm. The final .resumption of cash
payments by the Bank of England took place, however, at a still earlier l_riod ;
for, finding itself in possession of sufficient gold to make payments in cash s_oner
than this iaw prescribed, the bank obtained the passage of.another act, which
made it imperative upon the institution to pay all demands ha the legal coin of
the,. realm on the 1st of May, 182"_,since" which time it ha_ never ceased to
a_eharge its debts in slieeie '"when required.
•
Ammtc_ Eme_a.
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Gold is only procurable
piecemeal, and by _payment of an agio o1"
per centage_ in other words, by giving a larger amount in paper fo_
a smaller amount in gold. 'Yet the paper, though depreciated,
is
invested
with value tkr exceeding
that of its flimsy material.
Whence, then,.is that value derived ? From the urgent want, in a
very advanced
stage of society and of industry, of some agent o_
medium of exchange.
England, in its actual state, requires, for the
effectuation of its sales and purchases,
an agent or medium equal in
value, say to 1,284,000 lbs. weight of gold; or, what is the same
thing, to 1,200,000,0{)0 lbs. weight of sugar; or, what is still the
same thing, to 60,000,000/.
sterling of paper, taking the Bank of
Englafld paper at 80 millions, and the paper of the country banks
at as much more. (a)
This is the reason, why the 60 millions of
paper, though destitute of intrinsic value, are, by the mere want of
a medium of exchange, made equal in value to 1,284,000 lbs. weight
of gold, or 1,200,000,000
Ibs. weight of sugar.
As a.:proof that this paper has a peculiar
and inherent value,
when_its credit was the same as at present, and its volume or nominal
amount _
enlarged, its value fell in proportion
to the enlargement,
just like that of any other commodity.
And, as all other commodities rose in price, in proportion
to the depreciation
of the paper, its
total value never exceeded the same amount of 12S4,000 lbs. weight
of.gold, or, 1,200,000,000
lbs. weight of sugar. Why ? Because the
business of circulating
all the values of England required no largel
value. No government
has the power of increasing the total national
money.otherwise
than nominally.
The increased
quantity of the
whole reduces the value of every part; and vice versa. _
Since the national money, whatever be its material, must have a
peculiar and inherent value, originating
in its employment
in that
character,
it forms an item of national wealth, in the same manner
as sugar, indigo, wheat, and all the other commodities that the nation
may happen to possess, t It fluctuates in value like other commodi* For the consequence of an excessive issue of paper-money, vide infrd, Chap.
XXII. sect. 4. where the subject of paper-money is discussed.
_"The multiplication of paper-money, and its consequent depreciation, effects
no augmentation of the wealth of the community, although it makes necessary a
more liberal use of figures in the estimation; just in the same _ay as its valuation in wheat instead of silver would do. The total of natmnal a'ealth miffht be
20,000,000,000 kilogr, of wheat, and but 25,000,000 kilogr, of silver, and yet the
value precisely the same. If the value of the money be less intense, it will r_
quire more of it to express the same degree of value.
(a) It must not be supposed, that our author is ignorant of the wide difference
between Bank of England and country bank paper, viz : that the one is papermoney, the prhlcipal; the other, its convertible representative.
This position
is perfectly correct. The credit, embodied, as it were, in the provincial paper,
is equally an agent of circulation with the inconvertible principal, the papermoney ; which, but for its presence and rivalry, would be requiled in double the
quantity, to maintain the same scale of money-prices. Great confusion has
hitherto prevailed on this subject for want of a cle-_rconception of the concurrent
operation of coin and ,its rival, credit. T.
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ties ; and like them, too, is consumed, though less raI_lly than most
of them. Wherefore, it would be wrong to subscribe to _hq opinion
of Garnier, (a) who lays i_ down as a maxim, that, "so long as silver remains in the shape of money, it is not an item of actual wealth
in the strict sense of the word; for it does not directly and immediately satisfy a want or procure an enjoyment." 'There are abundance of values -incapable of satisfying a want, or .procnring an
enjoyment, in their present existing shape. A merchant may have
his warehouse fulI of indigo, which is of no.use in its actual state,
either as food or as clothing; yet it is nevertheless an item of
wealth, and one that can be converted, at will, into another value fit
for immediate use. Silver, in the shape of crown pieces, is, therefore, equally an article of wealth with indigo in chests. Besides, is
not the utility of money an object of desire in civilized society ?
Indeed, the same writer elsewhere admits that, "specie in the
coffers of an individual is real wealth, an integral part of his substance, which he may immediately devote to his personal enjoyment; although, in the eye of political economy, this same coin is a
mere instrument of exchange, essentially differing from the wealth
it helps to circulate."*
I-hope what I have said is quite sufficienl
to show the complete analogy of specie to all other items of wealth.
Whatever is wealth to an individual, is wealth to the nation, which
is but an aggregate of many individuals; and is wealth also in tho
eye of political economy, which must not be misled by the notior_
of imaginary value, or regard as value any thing, but what all the
members of the community, individually, as wellas jointly, treat a_
value, not nominal, but actual. And this is one proof more, that
there are not two kinds of truth in this, more than ,in any other
science. What is true in relation to an individual, is true in relation to the government, and to the community.
Truth is uniform;
in the application only can there be any variety.

S_CTrONIV.
Of the Utility of Coinage, and of the Charge of its Ex-eeution.
No mention has hitherto been made of the value that money
derives from the impression and coinage. I have merely pointed
out the various utility of gold and silver as articles of commerce,
wherein originates tl_eir value; and considered their fitness to act
as money, as part of that utility.
Wherever gold and silver act as money, they must of course he
constantly passing from hand to hand. Most people buy or sell
*Abre_ des Prineipes _rEeonomiePublique, Ire partie, e. 4, and the ad*ertmementprefixed.
(a) Gamier de 8aintes, translatorof the Wealth of 3Vations.
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several times a day ; judge, then, what inconvenience must ensue,
were it necessary to be always providedwith scales to weigh the
money paid or received; and what infinite blunders and disputes
must arise from awkwardness or defective implements. Nor is this
all ; gold and silver can be compounded with other metals without
any visible alteration.
The degree of purity can not be exactly
ascertained, without a delicate and complex chemical process. The
transactions of exeharge are wonderfully facilitated, when the weight
and_standard of each piece of money are denoted by an impression,
that nobody can mistake.
Metals are reduced to an established standard, and: divided into
pieces of an established weight, by the art of coining.
The government of each state usually reserves to itself the exclusive exercise of this branch of manufacture ; whether with a view
of gaining somewhat more by the monopoly, than it could, if every
body were at ]_ibertv to practise it, or to bold out to the subjects a
more solid security, [han any private manufacturer could offer, which
is more frequently.the motive. In fact, though governments have
too often broken faith in this particular, their guarantee is still preferred by the people to that of individuals, both for the sake ofuniformity in the coin, and because there would probably be more
difficulty in detecting the frauds of private issuers.
The coinage unquestionably adds a value to the metal coined ; that
is to say, a lump of silver, wrought into a dollar, is better than an
equal weight of bullion of like standard; and for a very simple reason. The fashion given to the metal saves the person, that takes it
in course of exchange, all the charges of weighing and assaying,
among which the loss of time and labour must be reckoned ; just in
the same manner as a coat ready made is worth more than the
materials it is to be made of. Even if the business of coining were
open to all the world, and government confined itself to fixing the
standard, the weight, and the impression, that each piece should
possess, still the holders of bullion would find it answer to pay a
premium to the coiner, for coining their bullion into money; otherwise, they would have some diiticultv in effecting an exchange, and
would, perhaps, lose more on the exchange, tt_'anit wouldcost to
have the bullion converted into coin.
But the additional value, thus communicated to the precious
metals by the coinage, must not be confounded with that, which
bullion, as an article of trade, receives from the circumstance of its
employment as money. The latter value attaches to the whole stock
of gold and silver in existence; a silver tankard is of greater value,
because that metal is employed as money, whereas, the additional
value accruing from the coinage is peculiar to the specific portion
coined, exactly as its fashion is peculiar to the goblet ; and is wholly
independent of the value, that the commodity, silver, derives t?om
its various utility:
In England, _he whole expense of coinage is defrayed by the
government; the same weight of guineas is delivered at'the mint m
2O
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return for _ like weight of bulqion of the legal standard.
The
• nation, in quality of consumer of money, is gratt_itously p_'esentod
with the charges of coining, which are levied by taxation upon them
in their other character
of payers of taxes.
Yet gold, in the shape
of guineas, has an evident advantageover
bullion; not that of being
ready weighed, for t_eople are often at the pains of re-weighing,
but
that of being ready assayed.
Consequently,
it has happened
sometimes, that bullion has been carried to the mint, not to be converted
into coin, but merely to have the standard asce_rtained, and certified
to the foreign or domestic purchaser.
(a) For guineas are a better
article of export than bullion, inasmuch as bullion, bearing the certificate of assay, is preferable to bullion without any such certificate.
On the contrary, tbr the purposes of importation
into England, gold
bullion answers every purpose of guineas ready coined, and is of
just tile same value, \veight and standard being alike; for the mint
makes no charge for converting
the bullion into coin.
Foreigners
have, in fact, an object in keeping back the guineas, which have
already received the certificate
of assay, and remitting bullion to
England to obtain a like gratuitous
certificate.
This system, therefore, makes it an object to export the coined metal, but holds out no
encouragement
to its reimportation._
The mischief is somewhat palliated by an accidental circumstance,
which never entered into the calculation of the legislature.
There
is no other mint in England, but that of the metropolis, which is so
completely
overloaded
with business, that it can not re-deliver the
* It is hardly necessary to repeat, that the specie exported is not so much.
value lost to the commumty ; for nobody will feel inclined to make a present ot
it to the foreigner. Its value is transmitted, for the purpose of obtalmng a corresponding value in return ; bu_ the nation loses the value of the coinage in thi_
operation. When guineas are exported from England, she receives in exchange
the value of the metal only, and nothing for the impressmn it bears. (b)
(a) That is to say, to receive the certificate of coinage, for use, not in the character of money, but as an artmle of commerce. The assay is charged for at f.he
English mint, upon bullion re-delivered without coinage. And, before the
export of corn was made free, the r_sk was probably equal to the value of the certificate conferred by coinage. These remarks apply to the coinage of gold only,
silver being now subject to a selgncvage of 4s. m 66s. But silver is no ,lox_ger
the material of the metalIic money, except for minute and fractionabexchanges.
T.
(b) This is hardly true to the full extent. The Spanish dollars pass current
in many cour_ries at a considerable advance on bullion of equal weight and fineness, and constitute the legal currency of some communities, that have not undertaken the business of coinage themselves; as in Hayti, and elsewhere. The
diflbrence is the local value of the coinage, which is paid for sometimes very
liberally. But to whom is it paid _. to the Spanish individual or to the Spanish
government. If to the former, it is an undue advantage to the individual at the
expense of the community ; if to the latter, it is the recompense of productive
a_-encv. Were the gold coinage of England subject to a seignorage hke the
silver, it would never be exported habitually, but to such natmns as were content to pay the extra value of the coinage. Indeed, our author presently says in
express terms, that the value of the coinage i_ not,always lost on importation.
T.
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metal coined till many weeks, and often months, after it is brought
for c,inage:*
The consequence
is, that ttle owner, who leavesnis
bullion to be coined, loses the interest of its value during the whole
time it remains in the mint.
Tiffs operates as a small tax on coingoe, and raises the value of the coin somewhat above that of bullion.
r it is manifest, that the value would be exactly the same, if
bullion and guineas were taken without
distinction,
weight
for
weight.
"
So much for tire effect of ihe English regulations on this head.
All fl_e otl_er governments
of Europe, if I mistake not, derive from
the coipage a revenue more than equal to the charges of the process.Jr
The exclusive privilege
of issuing money which they have most
properly engrossed,
together with the severe penalties denounced
against pri_rate coiners, would enable them to raise the profit of the
business very high by the limitation of their issues; for tile value of
money, like that of every thing else, is always in the direct ratio to
the demand, and in the inverse ratio to the supply.
In fact when silver in the shape of coin is so rare and dear, that
18 dollars in coin will purchase the weight of 20 dollars of equal
fineness in the shape of bullion, it is an indication
that the public
attaches
the same value to 15 oz. 12 dwt. of coined; as to 17 oz. 6
dwt. 16 grs.-of uncoined metal.
Wherefore,
the government
can,
by its coinage, in such case, give to 9 dollars, the value of 10 dollars,
and make a profit of 10 per cent.
But, if the coin become more
abundant, and more of it be necessary in exchange
for bullion, it
may perhaps be necessary to give 95 dollars in coin for the weight
of 100 dollars in bullion: in which latter ease, the government
can
make a profit of no more than 5-per cent. upon the purchase
and
conversion
of bullion into coin.
If, in the latter case, the government,
with a view to increase the
ratio of its profit, instead of purchasing bullion itselL were simply
to charge" a seignorage,
say of 10 per cent. upon the bullion bronght
to the mint for coinage,
none at all would be brought for that purpose by individuals,
who would have to pay 10 per cent. for an
,_oheration, which added 5 per cent. only to the value of the metal.
us the mint would have nothing to coin either on public or private
account; and the government
would find a high ratio of profit incompatible with an extended amount of coinage.
* Wealth of Nations, book i. c. 5.
JfOne of my German transl_aters, the learned Professor Morstadt, of Heidelberg, has observed upon this passage, that since 1810, the Russian government
has made no charge for the coinage. It might with equal reason execute gra.
tuitously the busine_ of letter-carriage, instead of charging for it to the individuMs.
I am perhaps incorrect in saying, that mo_t governments make a profit over
an4 above the expense of execution. The French government charges a seignorage, equal at most to defray the expenCe of the mere process. But the interest
and wear and tear of the capital vested in braidings, machinery, &c, and the
charge of admini_ration, &c. are so much dead loss to the gevernment; .a_
prol_bty man)"other governments axe in fife same predicament.
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Whence it may be concluded, that the duty or seignorage/_pon
coinage, which has been so frequently discussed, is an abs6hate
nullity; for that governments can not fix their own ratio of profit
upon the execution of the coinage, but that it must depend upon the
state of the bullion market, which again is regulated by the relative
supplies of coined and uncoined metal, and the demand for them at
the time being.
It is Io be observed, that, 4o file public at large, in its capacity of
consumer of coined bullion, it is a matter of perfect indifference,
whether the coin be dear or cheap; for, so long as its value is not
subject to sudden fluetuations, Jit will pass current for as much as it
has been taken for.
When the coinage .of money is not executed gratuitou_v, and
especially when it is paid for at a monopoly-price, it is a matter of
perfect indifference to the state, whether or not its coin be melted
down or exported, for it can neither be melted down or exported,
without having first paid the coinage in full, which is all that is lost
by melting or exportation._
On the contrary, the export of such
coin is quite as advantageous as that of any other manufactured commodity whatever.
It is a branch of the bullion trade; and unquestionably, a coin, so well executed as to be difficult to counterfeit,
accurate in the weight and assay, and charged with a moderate duty
on the coinage, may acquire a currency in different parts of the
world, and yield the government, that issues it, a profit of no contemptible amount.
Witness the gold ducats of Holland, which are in request thron__hout all the north of Europe, at a higher rate than their intrinsic va_ue
as bullion; and the dollars, of Spain, which are all coined at Lima
and Mexico, and /lave been executed with so much regularity and
integrity, as to pass current as money not only aH over Spanish
America, hut likewise in the United States and in several parts of
Europe, Africa, and Asia.t
The Spanish dollar is a remarkable instance of the value attached
to the metal by the process of coinage. When the Americans of the
Union determined on a national coinage of dollars, they contented
themselves with simply re-stamping those of the Spanish mint; without varying their weight or standard.
But the piece thus restamped would not pass current with the Chinese, and other Asiatics,
at the same rate; 100 dollars of the United States would not purchase so much of other commodities as 100 dollars of Spain. The
American Executive, nevertheless, continued to deteriorate the coin
by giving it a handsome impression, apparently wishing to avail
* "l_aevalueof the coinage,or fashionof the metal, is not always lost in the
export. The impression _s,to a certain degree, a recommendationbeyondthe
limitsof the authority which executes it, and raises the valuesomewhathigher
than that of bullionm bars.
t The 5 fr. pieces of France, have, by their invariableuniformityof weighg
and standardsince _eir first issue, acquireda similar currency in manyparts[ f
theworld.
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itself o$ this method of checking the export of specie to Asia.
For
this purpose it was directed,
that all exports of specie should be
made in dollars of its .own coinage, hoping in this way to make the
exporters
gi._e a preference
to the domestic products of its own territory.
Thus, after wantonly depreciating
the Spani§h dollar, without prejudice,
it is true, to the specie remaining current within the
territory
of the Union, it went on further to enjoin its use in the
least profitable" way, viz. in the commercial
intercourse
with those
nations that set the least value on it. The natural course would
have been, to suffer the value exported to go out of the country in
the ftrm that might offer the prospect of tile largest returns.
Selfinterest might have been safely relied on in this particular. (1)
But what are we to think of the wisdom of the Spanish government, which was enabled by the confidence in its good faith in the
execution of its coinage, to export dollars With a profit, and sell them
abroad at an advance upon their iim'insic value ; and yet thought fit
to pr_ohibit so advantageous
a traffic, which would have furnished a
vent to a product of the national soil, worked up by domestic industry for an ample recompense'!
Though a government
be the exclusive coiner of money, and is
by no means bound to coin gratuitously, tit can not with justice
deduct the expense of coinage from its payments, in discharge of its
own contracts.
If it has engaged to pay a million, say for supphes
advanced, it can not honestly say to the contractor : "We bargained
to pay a million, but, we pay you in specie just coined;
and therefore shall deduct 20,000 dollars, more or less, for the charges of
coinage."
In fact, all pecuniary engagements,
contracted by government or individuals, virtually imply a I,romise to pay a given sum,
not in bullion but in coin.
The act of exchange, wherein the bargain originated,
is effected with the implied condition, on behalf of
one of the contracting
parties, to give a commodity somewhat more
valuable than silver bullion; namely, silver in crown pieces, or coin
of some denomination
or other.
The virtual contract of a government is to pay in coined money;
and, in consequence
of that implied condition,
it obtains a greater quantity of goods, than it will,
if the bargain
be to pay in bullion.
In this instance, it offers the
charge of coinage into the bargain
at the time of concluding the
contract, and tlmreby obtains better terms, than if it is in the habit
of paying in bullion.
The charges of coinage should be deducted from the metal brought
(1) This paragraph contains three errors in relation to the coinage of dollars
by the United State_ and the exportation ofspecm, which it is of importance to
point out: 1st. Spanish dollars are not, and never have been, simply restamped at
our mint, without varying"their weight or standard : 2d. A pound, troy, of Spanish
dollars, contains 10 oz. 15 dwts. of fine silver : Q pound, troy_ of Amerman dollars contains 10 6z.14 dwts. 5 grains of fine silver : 3d. No law has ever been
enacted by Congress, dlrectmg, the .exportation of specie to be made in dollars
of our own coinage ; nor has the executive the power to regulate, or in any
manner interfere w.ith the exl_rtation of specie from the United States,
AMERIC._A_ EDITOR.
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to the mint to be coined, at the time of its re-delivery in a coined
state.
These considerations lead tls to the necessary eonctusions,_that
tim manulhcture of .bullion into coin increases the value of the
metal, in the ratio of the additional convenience resulting to the community, from the circumstance of coinage, and not an item further,
whatever charges or duties the state may attempt to saddle it with; *
that a government, by monopolising the business of coining, may.
make a profit to the _6ole extent of tiffs accession oLvalu.e ; that jl
can not possibly advance this profit any further, in its discharge of
engagements, fairly and freely entered into; and that it can not dc
so with regard to prior engagements, without committing an act of
partial bankruptcy.
Moreover, it is evident that, in all dealings between individuals,
the public authority has still less power, by means of the impression
of its die, to make the commodity, acting as money, pass for more
than its intrinsic value, plus the value added by the fashion it receives.
brain will be any enactment, that the stamp impressed shall give to
an ounce of sih, era specific or determinate value ; it will never bu_¢
more goods than an ounce of silver, bearing that impression, is worth
at the time being.
S_.CTmN
V.
Of Alterations of the Standard lt[on_,
y.
The first thing to be observed under this head is, that the public
authority has generally taken upon itself to fix arbitrarily the'commodity, that shall serve as money. This assumption, on its part, has
little inconvenience in itself; for the interests of the nation and of
the ruling power happen to be exactly the same. "Should agovernment attempt to force an ill-adapted medium into circulation, it Would
sustain a ,loss itself on every bargain, and the people would, by
degrees, adopt some other medium. Thus, the first issue of coined
money among the Romans was by their King Numa, and his coinage _'as of copper, which at that time of day was the properest metal
for the purpose; for, before the time of Numa, the Romans knewno
other money but copper in bars. On the same principle, modern
governments have made choice of gold and silver, which would
undoubted/)" have been selected by the general accord of individuals
without the interference of their rulers.
But the sovereign power, being firmly persuaded that its mandate
* In SpanishAmerica,a higher duty is charged,amounting,accordingto Humboldt, to 11½per cent. on t*fiver,and 3 per cent. on gold, over and abovethe
actual charges of coinage ; for _e government allowsno bulliorito be exported
in an uncoined state. $o that, in fact, _his is not a seignorage,hut a duty on
ex_rtafion, exacted a't the time of convertingthe bullioninto coin.
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was necessary and competent
to invest any commodity
whoever
with the currency
of money, succeeded
in impressing
its subjects
with the same notion during the darker ages, and that Ioo-at the very
"time that individuals; with a view to personal ioZerest, were acting
upon principles diametrically
opposite; for, whoever was dissatisfied
with the authorised money, either abstained from selling altogether,
or disposed of his goods in some other way.
• This error led to another of much more serious mischief, that hag
overset all order whatever.
The public authority persuaded itself, that it could raise or depress
the valtle of money at plea_re ; and that on every, exchange of goods
for money, the value of the goods adjusted itself to the imaginary
value, which it pleased authority
to aifix to it, and not to the value
naturally attached to the agent of exchar_ge, money, by the conflicting inibaence of demand and supply.
Thus, when Philip I. of France,
adulterated
the livre of Charlemagne, containing
12 oz. of fine silver, _ and mixed with it a third
part al_gy, but still continued to call it a livre, though containing but
8 oz. of fine silver, he was nevertheless
fully persuaded,
that his
adulterated
livre was worth quite as much as the livre of his predecessors.
Yet it was really worth 1-3 less than the livre of Charlemagne.
A livr, in coin would purchase but 2-8 of what it had done
before.
However,
the-creditors
of the monarch,
and of individuals,
got paid but 2-3 of their just claims'; land-owners received from their
tenants but 2-3 of their former revenue, till the renewal of leases
placed matters on a more equitable footing.
Abundance
of injustice
was committed
and authorised:
but after all it was impossible
to
make 8 oz. of fine silver equal to 12."t"
In the year 1113, the livre, as it was still called, contained no more
than 6 oz. of fine silver.
At the.commencement
of the reign of Louis
VII. it had been reduced to 4 oz. St. Louis gave the name of livre
to a quantity of silver weighing
but 2 oz. or 6 gros. 6 grains.:]:
At
the era of the French
revolution,
the money bearing that name
weighed only the 1-6 of an oz. ; so that it had been reduced to 1.72
of its original standard of weight or quality in the days of Charle
magne.
I take no notice, at present, of the great fall experienced
in the
relative value of fine silver to commodities at large, which has been
* The measure of weight called a livre contained 12 oz. in the time of Charlemagne.
_-According to the principles established suprtl, sect. 3 of this chapter, th_ere
is reason to believe, that the value of the adulterated livre ors oz. of fine silver
might have beeh kept up to that of the-old livre of 1:2oz., if the volume of the
coin had not been _augmented. :But the lise of money prices, consequent upon
the adulteration of the coin, is a ground of presumption, that the go.vernment,
with a view to profit by this momentary operation, x_rdered _ recomage; and
made 12 pidces oat of 8, by the addition of alloy, so as to increase the total
quantity proportionately to the reduction of the standard of quahty.
• J;We fiad in the Prol_gom_nes of Le Blanc, 25, that theailver sol of St. I.,ouis
weighed 1 gros. 7½ gr_/ns, which, multiplied by 20, makes 2 oz. 6 gros t_
grains, the livre.
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xedueed so low as 1-4 ofits former amount _but this is foreign to the
subject of the pre_ent section, and I shall take occasion to speak Of'
it hereafter.
Thus the term, tit,re tournois, has at different times been applied
to very different quantities of fine silver. The alteration has been
effected, sometimes by reducing the sixe and weight of "the coin
bearing that denomination, sometimes by deteriorating the standard
of quality, that is to say, mixing up a larger portion of alloy, and a
smaller one of pure metal ; and, sometimes, by raising the denomination of a specific coin ; making, for instance, what was before a 2)7.
piece I ass under the name of one of 3fr.
As no aedotrnt is ever
taken of any thing but the pure sjtver, which is tim only valuable
substance in silver coin, all these expedients hav e had a similar effect;
for this reason; that they all, in fact, reduced tbe quantity of silver,
contained in what was called a livre tournois. And this is what all
French writers, in comptimem to the royal ordinances, have dignified by the term, raising the standard ; on the ground, that the nominat value of the coin is raised by these operations ; which might, with
much more propriety, be said to lower the standard, since the metal,
which alone constitutes the money, is thereby reduced .in quantity.
Though the quantity of metal in the livre has been continually
decreasing from the days of Charlemagne till the present period,
many of our monarchs have, at different times, adopted a contrary
course, and advanced the _weight and standard of quality, particularly since the reign of St. Louis. The motives for deterioration
m'e evident enough : it is extremely convenient to pay one's debts
with less money than one borrowed.
But kings are not only
debtors; they are frequently creditors too. In the matter of taxation, they stand precisely in the same relative position to the subjepb
as landlords to their tenants, i_ow, if every body be enabled by
law to pay their debts and discharge their contracts with a less
amount of silver than bargained for, the subject, of course, can pay
his taxes, and the tenant his rent, with a smaller quantity of that
metal. And, although the king received less sih'er, yet he continued
to spend as much as before ; ibr the nominal price of commodities
rose, in proportion to the diminution of metal in the coin. When
what was before 3fi-. was declared by law to be 4 ft. the government was obliged to pay 4 ft. where it before paid but 3 .ft. ; so
that it was. necessary, either to increase the old, or to impose new
taxes; in other words, the government, to obtain the same quantity
of fine silver, was obliged to demand a greater number of litrres
from the subject. This course, however, was always odious, even
when it really made no difference in the real pressure of taxation,
and was often quite impracticable. Recourse was, therefore, had to
the restoration of the coin to the higher standard.
The llvre being
made to contain a greater weight of silver, the nation really paid
more silver in paying the same number of livres._ Thus we find,
- _'TI_ same expedientwas resorted to by that monster ot_ prodigality,the Ro_
manemperorHehogababaa The taxes of the empire were payablein specific
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that theametiorations
of the coin commence
nearly about the same
period as the esta_i_hment
of pe,rmanent
taxation,
Before
that
innovation, the monarch had no personal molive for increasing
the
inlrinsie valae of the coin he issued.
It would.be a great mistake -to suppose that the frequent' variations of standard
alluded to,-were
effected in the same clear.and
intelligible manner which I have adopted to explain them.
Sometimes the alteration, instead of being openly avowed, was kept secret
as lo_ag as possible ;_ and this attempt at concealment
gave oecaaion
to the barbarous technical jargon used in this branch of manufacture.
At other times, one denomination
of coin was altered, while the rest
were left untouched;
so that, at a given period, aliure, paid in one denomination, contained more silver than if paid in another.
Finally,
to throw the matter in still greater obscurity, the subject was commonly forced to reckon up his accounts, sometimes
in litrces and
s_ms, sometimes in crowns, and to pay in coin representing
neither
livre, sol, nor crown, but either fractions or multiples of these several denominations.
Princes,
that resort to such pettifogging
expedients, can be viewed in no other light, than as counterfeiters
armed with public authority.
The injurious effect of such measures upon credit, commercial
integrity, industry, and all the sources of prosperity,
may. be easily
conceived ; indeed, it was so serious, that, at several periods of out
history, the monetary
operations
of the state suspended
all commerce whatever.
Philip le Bel drove a]l foreigners out of the fairs
of France,
by compelling them to receive .his discredited
coin in
payment, and prohibiting the making of bargains in a coin of better
credit.t
Philip de Valois did the same thing with respect to the
gold coin, and with precisely
the same result.
A cotemporary
ehronjclerJ: informs us, that almost all foreign merchants
discontinued their dealings with France;
that the French
traders
themselves, ruined by the frequent alterations
of the coin, and the consequent uncertainty
of values, withdrew to other countries;
and that
the rest of the king's subjects, both noble and bourgeois, were
equally impoverished
"with the merchants_
for which reason, the
annalist adds simply enough, the king was not at all beloved.
The examples I have cited are taken from the monetary system
gold coin, called aurei, and not in gold by the tale : and the emperor, to enlarge
his receipts, made a new issue ofaurei, weighing as much as 24 oz. each. The
virtuous Alexander Severus, aetuated by an opposite motive, made a eonsiderable
leduction of the weight.
* Philip de'Valois, in hi_ official instructions to the officers of the minh
A. D. 1350, enjoins the utmcst secrocy on the subject of the purposed adulteration, even'with the sanction of an oath, for the express purpose of taking in the
commercial elates; directing them "to put agood face upon the matter of the
course of exchange of the mark of gold, so that the intended adulteration might
not be disco_red."
Many similar instances are to be met with in the reign o£
King John. Le Blanc, Tra_t_ Hist. des Monnaies,.p. 2,51.
Le Blanc, Trait_ Hist. des Monnaies, p. 27.
Matthieu Villani,
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of France; but similar expedients have been"pract_sed in almost
every nation, ancient or modern. Popular forms t)f government
have been equally culpable with those of a despotic ch_aracteT. The
Romans, during the most glorious periods of the republic, effected a
national bankruptcy more than once, by deteriorating the intrinsic
val_e of "their. coin._ In the course of the first Punic war, the as,
which was originally 12 oz. of copper, was reduced to 2 oz.,; arid, ira
thesecond Punie.war, was again lowered to I oz.*
•
In the year 1722, the State of Pennsylvania, which acted, in this
particular,as an independent government, even before the American
war,dthopassedrmtea
enacting,
that 1Lalso,
sterling
pass for 1/. 5s. _'
an
. U " dlaw,,
States,
and France
aftershould
declaring-'themselve_
republics, have.both gone still further.
"It wouht,r_nire a separate treatise," says Stewart, _'to ir_vestigate all the artifices-which have been eorrtrived to make mankind
_se s_ght of the principles of money, in order to pa]tiate ._rid make
thflpawer ha the aovereign to et_. nge the va}ue of the _e_n ap.pe_r
ir_tg01aable."_ He might h_ve addod, that uaeh a volumg.-wo_ald'be
little pcactieat _exviec, and by no _ea_ l_-,_v.ei_t-/hespcedy'ad#ption of some new device oi"the same kind, _,Th_only effectuat_ote ventive wouki be, the exposure od",the corrupt s_stm_ that engenders such abnses_ were that system rendered simple and intelligible,
_very abuse woutd be detected and extinguished in the h_set.
And let ho government imagine, that, to strip them _ _e {)ower
of defrauding their subjects, is to deprive thegn of a valuableprivitege. A system "of swindling can near be long-lh'ed, and must
infallibly in the end produce much more loss than prrfit. _he feeling of personal interest is that which soonest awakens the ihte:
lectual faculties of mankind, and sharpens the diallest apprehensions..
Wherefore, in matters affecting personal interest, a government l_as
the least chance of (>utwitting its subjects.
Individuals _are not
easily duped by measures tending to procure supplies to the state in
an under-hand manner: and although they cannot girard against
direct outrage, or breach of public faith, yet it can never long escape
their, penetration, however artfully disguised and concealed. "The
government will acquire a character for cunning.aswett as faittfies_henS, and will lose entirely the powerful engine of credit, which will
ol_rate with" infinitely more efficacy, than the mere'trifle that .fraud
dan procure. Yet, even that trifle will often be wholly engrossed
bythe a_e_ts of goveroment, who are sure to turn every act of injb_tiee iowards the subject, to their own private advantage. The,
_i,hile the gi),vernment loses its. credit, its .agents get all the profit;
and the pwblic-authority is disgraced_ for no other purpose, than to
enrich its menials.
Th¢. real 4nterest of a government ,is, to togk not to fictitious, disgraceful, and _Je_slructive resou_'ces, but to.suoh as are really ]prolific
*Mont_s_tuieu, Esp_it des Lois, liv. _xii. e. 11.
Weatth of _Vations.,:book
it. e. 2.
*._Kewart'sInquiry into the Print. Pal. Econ. 8vo. 180_ vol.it. p. 306.
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and-inexhah_stible; mid one can render it no better service, than to
expo_ and render abortive thos,e of the former kind,- and point out
tb it tho_ ofthe latter. "
The" immediate consequence of a deterioration of ihe coin is, a
proportionate r_duction of "all debts and obtigafiohs payable m
: money; .of all perpetual or redeemable rent-charges, whether upon
the state or opon individuals; of all salaries, pensions, and rackrents; in short, of all values previously expressed in money; by
which reduetion,"/he debtor gains what the creditor loses." It is a
legal authorization of a partial bankruptcy, or compromise, by every
money-debtor with his creditor, for a sum less than his fair e]aim, in
the ratio of the diminution of, precious metal in the same denominati,n, of coin.
'F_us; whatever government has recourse to this expedient, is not
ccmtent with giving itself an i|le_timate advantage, but urges all
other _tebtors to do so likewise. "
The kings of France, however, have not alwa_ allowed their s_gjects to reap the same advantage in their prig,ate concerns, which the
monarch proposed to himself by the operation of increasing or diminishing the quantity of metal contained in a particular denomination
of coin. Their personal motive was, on all such occasions, to pay
tess, or.receive me,re silver or gold themselves_ than in hones b the}"
ought; but t.hey sometimes compelled individuals, notwithstanding
the alteration, to pal? and receive-in the old coin, or, if in the new, at
the current rate of exchange bet_veefi the two. e This was a close
copy of a Roman precedent.
When that republic, in the second
Punic war, reduced the as of copper from two oz. _o one, the repub.
lic paid its creditors 1 as instead of two, that is to says50 per cent.
on-their claims. But private accounts were kept in denarii; and
the denariuS, which till then was worth 10 asses, was, by law, made
to pass for 16 asses ; so that individuals paid t6 asses or oz. of coper only for every denarius, instead of pa:_:ing 20 as they should
ave done to fulfil their engagements: that is to say, 10 asses of 2
oz. or 20 of 1 oz. each, for every denarius. Thus, the republic paid
a dividend of 50 per cent. only, but compelled private persons to pay
one of 80 per cent.
A bankruptcy, effected by deterioration of the coin, has been
sometimes considered in the light of a plain and simple bankruptcy,
'or mere reduction of the public debt. It has been thought"less inju.
rious, to the public credhor to pay him in adtl|terated coin, that he
again may pay over at the same rate as he receives it, than to cuttail his claim by _, ½, or in any other proporttom Let us see how
the two methods differ.
' In eilher case, the credito¢ is equally a loser in all his purchases
posterior to the bankruptcy.
Whether his income be hb_idged by
one-half, or Whether he find himself obliged to pay for e_,ery thing
twice as dear as before, is to him precisely the same thing.
* 1 _dethe several ordinancesof Philip te ]]el in 1303; of Philip de Vaioia ia
1329 and 1848; of John in 18,54;and ofCharles VI. in i421.
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As to all his own existing debts, he may undoubtedly get rid of
them on the same terms as the public has discharged his own claim;
but what ground is there for supposing, tlaat the public creditors are
"always in arrear in their private accounts witl_ the rest ol;the" community ? Thel, stand in the same relation to society as all other
classes ; and there is every reason to' believe that ttte public creditors
ha_'e as much Qwing to them by one set of individuals as they owe
themselves to another; in short, that the accounts will square.
Thus_Ihe injustice they do to their private claimants is balanced by
the injury they receive; and a bankruptcy, in the shape of a'd&erioratiorr of the coin, is to thcm_full as bad, as in any other shape.
,But it is attended with other serious evils, destructive of .national
welfare and prosperity.
It occasions a violent dislocation of the money-prices of commodities, operating in a thousand different ways, according to the particular circumstances of each respectively, and thereby disconcerting
the best planned and most useful speculations, and destroying all
confidence between lender and borrower.
NobodywiU willingly
lend when he runs the risk of receiving a less sum than he has
advanced ; nor will any one be in a hurry to borrow, if heis in daner of paving more than begets.
Capital is, consequently, divertod
om pro_tuctive investment, and the blow given to production by
deterioration of the coin, is commonly followed up by the still more
fatal ones of taxation upon commodities, and the establishment of a
maximum of price.
Nor is the effect less serious in respect to national morality. People's ideas of value are kept in a state of confusion tbr a length of
time, during which knavery has an advantage over honest simplicity,
in the conduct of pecuniary matters.
Moreover, robbery and spoliation are sanctioned bv public practice and example: personal interest is set in opposition to integrity ; and the voice ot_ the law to the
impulse of conscience.
SEe'rIoN

VI.

Of the reason why _'tfoney is neither

a ,Sign" nor a Measure.

_Ioney would be a mere sign or representative, had it no intrinsic value of its own; but, on the contrary, Whenever it is employed
in sale or purchase, its intrinsic value alone is considered.
When
an article is sold for a dollar piece, it is not the impression or the
name that is given or taken in exchange, but the quantity of silvei
that is known to be contained in it. As a proof of the truth of this
position, if the government were to issue crown pieces made of tin
or pewter, they would not be worth so much as those of silver.
Though declared by law to be of equal value, a great many more of
them would be required in purchase of the same commodities;
which would not happen if.they were nothing but a mere _ign.
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Violence., ingenuity, or extraordi_rypolitica]
c_cun_tanees
have
sometimes kept up the current value of a money, after a reduetiolt
of its intrinsic value; but not for any length of time. Personal inter
est very soon finds out whether more value is paid _h_in is received.
and cmrtfiv6s some expedient .to avoid the loss of an unequal and
unfair exchange.
Even when the absolute necessity of finding some
medium of eireulafiou of value obliges a government
tO invest With
value an agent destitute either of intrinsic value or substantial guarantee, the value attached to the sign by this demand for a medium,
is actual value, originating
in utility, and makes it a substanti_.e
object of traffic. A Bank of England note, during the suspension of
cash payments, was of no value whatever as a representative
; for it
thin really represented
nothing, and was a mere promise without
security, given by the bank., which had .advanced
it to the government without any security ; yet this note, by its mere utility, was
possessed of ,positive value in England, as a piece of gold or silver.
But a bank-note,.payable
on demand, is the representative,
the
sign,(1) of the silver or specie, which may be .had whenever
it is
wanted, on presenting
the note.
The money or specie, which tl,e
bank gives for it is not the repre_ntative,
but the thing represented.
When a man sells any commodity, he exchanges
it, not for a sign
or representative,
but for another
commodity
called money, which
he supposes to possess a value equal to the value sold. When he
buy__,_he does so, not with a sign or represemative,
but with a co'_nmodity of real, substantial value, equivalent
to the value received.
A radical error, in this particular, has given rise to another of ver_ "
general prevalence,
Money having been pronounced
to be the sig'n
of all values whatever, it was boldly inferred, that, in every country,
the total value of the money, bank and other notes, and credit paper,
is equal to the total value of all other, commodities.
A position that
derives some show of plausibility, from the circumstance,
that the
relative value of money declines when its quantity is increased, and
advances when that quantity is diminished.
(1) The term, "representative," or "sign," of silver or specie, as applied to
bank-notes, has no precise or definite meaning. A bank-note, with no sort of
acearacy can be said to be "tho representative of money ;" and as such loose
metaphorical expressions have given occasion to most of the vague and mys'.ieal
notions respecting paper-money which have been too long current, and only
serve to involve the subject in obscurity and confusion, they cannot too soon be
discarded.
We have already seen, that coins are neither more nor less than commodities,
which are bought and sold tbr'their value, like other colnmodities. Bank-notes
are not, any more than hills of exchange, or other transferable engagements for
the pa3¢ment of money, the representatives or symbols of these commodities,
but are actual obtigatmns for the payment, on demand, or at a stated time, of the
quantity of the coilas expressed on the face of them, and are themselves received
m payment as readily as specie itself, only when it is perfectly tinderst, aod.
that the specie can be obtained for them, or when it is generally known, that
they a ill be as readily xeceiv_l in the market as the coins which they specify
Ax_axc._ Evrrow
21
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It is obvious, however, that the same _fluetuafion _af_cts all other
commodities
whatever.
If _he Vintage be t_,j_e as productive one
year as it is mao'ther year, the. price of wine falls to half_what'it.was
the year preceding.
In like maar_eI,, onermay readily concede, that,
should _he aggregate
of circulating
specie be doubled, the pr_ices of
all goods would he "doubled. also ; in other .words, twice the quantity
of specie would go to the purchase
of the same articles.
But this
consequence
by no means proves, tlmt the tota_ value of the- circulating medium is always equal to the sum total .of all the other items
of wealth, any more, than that the sum total of the produc_e of the
vintage is equal to _the totaliW of 9ther values.
The casual fluctuation in the .value of silver and of wine, in the cases supposed, is the
effect'of a difference in quantity of these respective commodities
at
two different times, and has nothing to do with the quantity of other
commodities.
It has been already remarked, that the total value of thexaoney of
any country, even with the addition to the value of all the precious
metals contained
in the nation under any other shape, is but .anatom, compared with the _ross amount of other values. Wherefore,
the thing represented
would exceed in value the representative
; an_t
the latter could not command
the presence
or possession "of" the
former.*
T

•

• *

•

'
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Nor is the positron of Montesqmeu, that money-prme
depends upon
tl_ relative quantity of the total commoditie,s to that of the total
money of the nation t at all better founded.
What do sellers and
buyers know of the existence
of any other commodities,
but thost
that are the objects of their dealing ? And what difference could
such knowledge make in the demand and supply in respect to those
particular
commodities?.
These opinions have originated
in the
ignorance at once of fact and of principle.
Money or specie has `with more plausibility, but in reality with
no better ground of t_'uth, been pronounced
to be a measure of
value. Value-may
be estimaled in the way of price; but it can not
be measured, that is to say, compared
with a known and invariable
measure of intensity, for no such measure has yet been discovered.
Authority,
however
absolute, can never succeed
in fixing the
general ratio of value. It may enact, that John,'the owner of a sack
of wheat, shall give it to Richard for 4 dollars;
and so it may that
John shall give his sack of wheat for nothing.
This enactment will
probably rob John to benefit Richard ; but it can no more make 4
* Ifcredit-paper
be thrownintothescale,
itwillnothelpusoverthis
difficulty.The agentof.circulation,
whether,
informofspecieot ofpaper,c_av
ne_erexceedina_cnount
thetotal
utility
vested
inJr. The expansion
ofthevc_
]ume ofa national
monby,whetherof metalorofpaper,
issure-to
befollowed
by a proportionate
dilution
of itsvalue,-which
disables
thewholefrombein_
equaltothepurchase
ofa greater
II<_rtion
ofcommodities
atlarge:and the
value,
devotedtothebusiness
ofcirculation,
isalwaysa trifle,
comparedwith
thevalueitisemployedtocircnlate.
Videinfrd,
undortheheadofBank-notes.
switdesLois,liv.
xxii.
c.V.
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dollars the exact measure of ihh .value of a sack 'of wheat, than it can
make a.sack of Wheat worth, nothing, by ordering it to _begiven for
aaothing.
A yard or a foot is a real measure of length ; it always presents
to the mind the idea of the setf-samedegree of length. No matter
in what part of the world a man may be, he' is quite sure, that a"
roan'of 6 feet high iri one place is as tall as a man 6 feet high" in
maiSiher. When I am told that the great pyramid of Ghaize is 656
feet square at the "base, I can measure a space of 656 feet square" at
Paris, or elsewhere, and form an exact notion of the space the pyramidwilt cover; but Wfien t am told that a camel is at Cairo worth
50 sequins, that is to say,'about 90 ounces of silver, or 100 dollars
in coin; I can form no precise notion of the value of the camel;
because_ although I may have every reason to believe that 100 dollars" are woI,th less at Paris than at Cairo, 1 can not tell what may be
the diffei'ence of value.
The utrrmst, therefore, that can be done is, merely to estimate or
reckon t_e relative value of commodities; in other words, to deejare,
that at a given time and place, one commodity is worth more or less
than another ; their positive value it is impossible to determine. A
house may be said to be worth 4000 dollars; but what idea does that
sum present to the mind? Th_ idea of whateverI
can pro'chase
with it; which is, in fact, as much as to say, the idea of value equivalent to the tiouse, and not of value of any'fixed degree of intenshty, or independent of comparison between one commodity and
another.
When two objects of unequal yalue are both compared to different portions of one specific product, still it is a mere estimate of
relative value. One house is said to be Worth 4000 dollars, another
2000 dolla/'s; which js simply saying, the former is worttl two of
the latter. It is true, that, when both are compared to a product
capable of separation into equal portions, as money is, a more accurate idea can be formed of the relative value of one to _he other; for
the mind has no difficulty in conceiving the relation of 2 integers to
1, or 4000 to 2000. But tiny attempt to form an abstract notion of
the vah_e of one of these integers must be abortive.
If this be all that is meant by the term, measure of value, I
admit that money is such a measure; but so, it should be_observdd,
is every other dik'isible commodity, though not employed in the
character of money.. The ratio of the one hot_se to the other will
be equally intelligible, if one be said to be worth 1000, and the other
only bOO,quarters of wheat.
Nor will this measure of relative value, if we may so call it,
convey an accurate idea of the ratio of two commodities one to the
other, at any considerable 6istance of time or place. The 1000
quarters of wheat, or 4000 dollars, will not be of any use in the
comparison of a hi, use ]n former, with a house in the presen*,times :
for the value of sliver coin and of wheat have both varied in the
interim. A house at Paris, worth 10,000 crowns in the days of
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Henry IV., would now be"worth a great &iat mo)'e, than another of
that value now-a-days.
So, likewise, one in Lower Britany, worth
4000 dollars, is of much more value, than one of that price at Paris;
for the same reason that an income of 2000 dollars is a nmch larger
6ne in Br[tany than at Paris.
,
Wherefore it is impossible to succeed in comparing the wealth of
different eras or"different nations. - This, in political economy, like
Roaring the circle in mathematics, is-impracticable, for want of a
common mean ormeasure to go by.
Silver, and coin too, whatever be its material, is a commodity,
whose value is arbitrary and variable, like that of commodities in
general, and is regulated in every bargain by the mutual accord of
the_buyer and seller. Silver is more valuable when it will purchase
a 'targ.e quantity of commodities, than when it will purchase a smaller
quantity. It can not, therefore, serve as a measure, the first requisite of which is invariability.
Thus, in the assertio_ of Montesquieu, when speaking of money, that "what is the common measure of all things, should of all things be the least subject to change,"*
there are no less than three errors in two lines. For, in the first
lace, it has never been pretended, that money is the measure of all
ings, but merely that it is the measure of values; secondly, it is not
even the measure of values; and lastly, its value can not he made
invariable. If it was the object of Montesquieu to deter governments
from altering the standard of their coin, he should have laboured
to enforce those sound arguments, which the question would fairly
have supplied him'with, instead of dealing in brilliant cxpressiohs,
which serve to mislead and give currency to error.
It would, however, often be a matter of curiosity, and sometimes
even of utility, to be able to compare two values at an interval _f
time or place; as, for instance, when there is occasion to stipulate
for a payment at a distant place, or a rent for a long prospective
term.
Smith recommends the value of labour a_ a less variable, and,
consequently, more appropriate, measure of absent or distant value;
he reasons thus upon the matter: "Equal quantities _oflabour, at all
times and places, may be said to be of equal value to the labourer.
In his ordinary state of health, strength, and spirits, in the ordinary
degree of his skill and dexterity, he must always lay down the same
ortion of his ease, his iibertv, and his happiness. The price, Which
e pays, must always be the'same, whatever may be the quantity of
goods which he receives in return for it. Of them, Sndeed, it may
sometimes purchase a greater and sometimes a_maller quantity; but
tt is their value which varies, not that of the labour which purchases
them. At all times and places, that is dear, which it is difficult to
come at, or which it costs much labour to acquire ; and that cheap,
which is to be had easily, .or with very little labour. Labour alone,
lhere£ore; never vat'ying in its own value, is alone the ultimate and
* Esprit 'des/.,o/s,liv. xxii. c.8.
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real standard, by, Which the value Of all commodities
can at all timos
and pla,ces be estimated ahd compared."*
With great deference to so able a writer, it by no means follows,
that, because labour in the same degree is always to the labourer
himself of the same value, therefore it must always bear the same
value as an object of exchange.
Labour,
tike commodities,
may
vary in the supplyand
demand ; and its value, like value in general.
is-determined
by the mutual accord of the adverse interests of buyer
and seller, and fluctuates accordingly.
The value of labour is affected materially
by its quatit3;:
The
labour of a strong and intelligent
person is worth much more than"
that of a' weak and ignorant
one.
Agai0, labour is more valuable
in a thrivin.g community,
where there is a lively demand for it, than
in a country overloaded
with population.
In the United States, the
daily wages of an artificer amount in silver to three times as much
as in France. t
Are we to infer, that silver has then but 31of its
value in ,France 7. The artificer is ther_ better fed, better clothed,
and better lodged; which is a convincing
proot_ that he is really
better paid.
Labour
is probably
one of the most fluctuating
of
values, because at times it is in great request, and at others is off, red
with that distressing
importunity-occasionally
witnessed
in cities
where industry is on the decline.
Its value has, therefore, no better title to act as a measure of two
values at great distahces
of time or place, than that of any other
commodity.
There is, in fact, no such thing as a measure of value,
because-there
is nothing possessed
of the indispen_ble
requisite,
invariability
of value.
In the absence of an exact measure, we must be content to approximate
to accuracy ; and, to this end, many commodities
of well
known value will serve to give a notion, more or less correct, of the
value of any specific product.
M the same point of time and place.
there is little difficulty in the approximation:
the value of any given
article may be readily measured by almost all others.
To ascertain
* Wealth of Nations, book i. e. 5. On this point, Smith observes, that '"labour
was the first price, the original purchase-money, that was paid for all firings. It
wa.s not by gold or silver, but by labour, that all the wealth of the world was
originally purchased." I think I have sueeeeded in proving_ that he is mistaken.
_Nature executes an essential part of the production of values ; and herageney is
in most eases paid for, and forms a portion of the value of"the product. The
profit of land, which is called rent, is paid to the proprietor, _vbo does nothm_
trimself, and stands in place of the ori_'[nal occupant; and it afl'ects the value of
the product, raised by tile joint agency of nature and industry ; the portion of
value contributed by nature is not the product of human labour. Capital also,
which is, ibr the most part, the accumulated product of labour, concurs, like
nature, m the business of production, and receives in recompense a portion of
the prodt,ct ; but the gains, adcTuin_ to the capitalist, are qulte distinct from the
accumulated labour vested in the capital itself, which can be expended or constnned in tolo, by one set of persons; while its share in the product, in other
words, the interest paid for its use, may be con._umedbv another.
Humboldt reckons it at from 3 Jr. 50 ce_ts to 4 fr. of our too.hey. Essa_
Pol. sur la Nouvelle Espague, tom. iii. p. 105, oct. ed.
21(*
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pretty
value
of a_there
art!,_e
amongst
the ancients,
_ r0u_t
find outnear_y
some the
article
_hich
is reason
to think.has
subsequently
undergone little change of _'alue,' and then compare the quantity of
that article given by the ancients and moderns respectively, in exchango for.the article in question. Wherefore, silk would be a bad
object of comparison ; because it was, in the time'of Cmsar, pro'curab}e'from Chirra only, at a most extravagant expense, and, being the_l
nowhere produced inEurope, must of course'have been much dearer
than at present.
Is there any commodity that has varied less"in the
intervening p'eriod'_ and, if there be any such, how much of'it was
.then.given tbr an ounce of silk ? These are the two points we must
mqmre into. If any one article can be discovered, that was produced witla equal ease and perfection at the two periods, and the
consumption of which had a natural tendency,to keep pace with its
abun_lance, .this article would probably have varied httle in valve,
and may betaken as a tolerable measure of -other values.
Ever since the earliest times recorded in history,.wheat has been
the staple food of the great mass of the population, in all the principal nations of Europe ; consequently, their relative population must
have been influenced by the abundance or scarcity of this article _f
food, more than of any other : the ratio of the demand to the-supply
must have been, therefore, at all times nearly the same. There is,
besides, no product which I know of, that has undergone less alteration in the course of production.
The agricultural skill of the ancients was in most respects equal, and in some, perhaps, superior, t6
our own. Capital, indeed, was dearer amongst them ; but that difference was little felt ; for, in ancient times, the proprietor was eommonlyboth farmer and capitalist; and the capital embarked inagriculture yielded less return than other investments ; because, as more
honour was attached to this, than to the other branches of industry,
commerce and manufacture, the influx of capital, as well as of_]abour,
into that channel, was greater than into the other two. And, during
the middle a_es, in spite of the general declension of all the arts, the
tillage of arable lahd was prosecuted with a skilllittle inferior to that
of the present day.
Whence I infer, that the same quantity of wheat mu_t have borne
nearly the same value among.the ancients, during the middle ages
and at the present time. But, as there has all along been a vast difference in the produce of the harvest in one year and another, grain
being sometimes so ahundant, as to sell extremely low, and at other
times so scarce, as to occasion t_amine,'the value of grain must be
taken on an average of years, whenever it is made the.basis of any
calculation.
So much for the estimation of values at distant periods of tiroe.
There is equal difficulty in the estimation at great distances of
place_ The staple artie]esof national food, which, as such, maintain
the gre'atest uniforrrfi,ty in the ratio of the demand and supply, are
very different -in different climates. In Europe, wheat is the _taple ;
:n Asia, it is rice : the relative value c.,fneither the one nor the other
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in Asia and Europe is tolerably steady ;.nor has the value of rice m
Asia any relation to the value of wheat in EurolJe. Rice is b'evond
. question tess valuable in India, than wheat is in this part of the
world; lbr, besides that the cultivation is %ss expensive, it yields
two crops in the ve_ir. This is one reason, why labour is so cheap
in India and Chilaa.
The article of food in most general use is, therefore, but a bad
measure of va_e at great distances of'place. Nor are the precious
metals bv any means a correct one : their value is indubitably not so.
great in'North America and the West Indies, as in Europe, and
much greater in every part of Asia, as the constant efflux of specie
thither sufficiently proves. ]Tet the frequency of communication
between these different parts of the world, and the facility of transport, give us reason to suppose them the least liable to fluctuation of
value on their passage from one climate to another.
There is happily no necessity, for the purposes of commerce, to
compare the relative value of goods and of metals in two distant
parts of, the world; it is quite enough to know their relation to
other commodities in each country. When a merchant remits to
China hulf an ounce of silver, it is of little im?ortance to him, whether it, has more relative value in China than in Europe.
All he
wants to know is, whether he can buy with it at Canton a pound of
tea of a certain quality, which he can re-sell in Europe, say for two
ounces of silver. With these data, and in expectation of receiving,
at the close of the spec.ulation, a gross profit of an ounce and a half
of silver, he calculates whether that profit will leave him a sufficient
net profit, after coverinz the char_es and risk out and home ; and
this is all he cares al_o_t. If, instead of bullion, he remit goods, it
is enough for him to know ; 1. The relation between the value of
these goods and silver in Europe; that is to say, bow much they
will cost _ 2. The relation between their value and that of Chinese
PhrOductsat Canton ; that is to say, what he can get in exchange for
em; and, lastly, the relation between these latter and silver in
Europe ; that is to say, what they will be worth.when imported. It
is evident that every repetition of this operation brings"into question
nothing more than the relative value of two or more articles at the
same time, and at the same place.
For the common purposes of life, or, in other words, when nothing more is requisite, than to compare the value of two objects, at
no great distance of time or place, most commodities possessed of
any value at all may serve as a measure ; and if, in describing the
_¢alue of an object, even where there is no question of either buying
or selling, the estimation is move generally made in the precious
metals, or in money, than in any other commodity ; it is simply, because its value is more generally known, than that of other commodities.* But, in all bargains for a tong prospective period, as for
* The differenceof value in differentobjectshas, throughout this work, been
noted in money-priceor what they will .fetchia money; extrem_correctnessno_
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the reservation
of a perpetual rent, it is more advisable to reckon in
wheat : for the discover), of a single mine might perhaps greatlyTeduce the pre_ent value of silver;
whereas the tillage of all North
Amerea
could not sensibly alter the value of wheat in :Europe: tbr
the number _ mouths to be fed in America,
would increase
almost
in the ratio of the improved
cultivation.
But long prospective
stipulations
regarding
value must unavoidably,
under any circumstances, be very precarious, and can never give aaPy certain.notion
of the value that is likely to be received.
Perhaps
the most improvident course of all is, to Stipulate for a particular
denomination
of money ; for the same denomination
may be fixed to' any, variation
of weight or quality whatever ; and the contracting
party rxlay'find
he has bargained
for a name, rather than a value, and that he runs
the risk of paying, or being paid, in mere words.
I have dwelt thus long upon the refutation of incorrect
expressions, because they appear to have acquired too general a circulation,* and because they often Confirm people in false notions and ideas,
which ideas sometimes serve as the basis of erroneous systems, that
in their turn give birth to conduct equally erroneous.
S_IoN
Of a Peculiarity

VII.

that-should be attended to, in estimating theGums
mentioned in History.

In reducing the money of former ages into. money of the present
day, the best informed historians
have contented .'themselves with
converting the actual quantity of gold and silver, designated
by-the
term made use of by the authority cited, into the current money of
their own times.
But this is not enough : the actual sum, the real
amount of the metal, can give no correct nrtion of its then value,
which is the very point we want to arrive at.
It is, therefore, necessary to reckon, besides, the fluctuations
of value that the metal
itself- has undergone.
A few examples will best explain my meaning:
Voltaire tells _s, in his Essay on Universal History,t
that Charles
V. enacted, that the srns of France should have an annual reverme
settled on them of 12,000 tivres: and, as he reckons this s_m to be
equal to 1_)0,000 livres of the present day,-he naturally enough observes, that this was no great provision for the sons of the monarch.
But let us examine the grounds for this calculation
of Voltaire.
bem_ necessary for illustration. Even in the exact science of geometry, the
fi_'uros are ffiven merely to make the demonstrations more intelligible; strict
accuracy is necessary in the reasoning and conclusions only.
After the appearance of three editions of this work, Sismondi published his
_'ouveaux Principes d'Econ. Pot. ; wlrerein amongst many excellent chapters,
there is one entitled, "money, the sign, token, and measure of value." Liv. v. c. 1.
Edit. de Kehl, oct. tom. xvii. p. 394.
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First, he reckons that the mark of fine silver was-, in the"tirr_.,of
Charles V., worth about 6 litres; at this rate, 12,O00 livres will
make 2000 marks of silver, which, at their relative value at the date
of Voltaire's writing, would in tact amount to 100,000 livres, or
Ahereabo_ats. But 2000 marks of fine silver were worth in the reign
of Charles V. much more than in the reign of Louis XV. Of this
we shall be convinced, by a comparison of the relative average at the
two different periods, of pure silver to wheat, which we will take as
one of .the least variable.
Dupre of St. Maur, whose book* is an ampterepositorv of learned
information' fipon the value of commodities, gives it as "his opinion,
that, from the reign of PhililtbAugustus, who died A. D. 1228, until
about fire year 1520, the setieFof wheat ('Paris measure) was worth,
on the average, as much as t-9 of a mark of fine silver; /. e. about
512 grains weight.
About the ycar 1536, whcn the mark of silver was of the value of
18 liores tournois, or rather passed under the denomination of 13
livres tournois, the ordinary price of a se.tier of wheat was about 3
livrestournois, i. e. 3-13 of a mark of fine silver, amounting to 1063
grains weight of that metal.
In 1602, under the reign of Henry. IV., the mark of fine silver
being at that time equal to 22 litres, the average price of the setier
of wheat was 9//-o. 16s. 9d. ; L e. 2060 grains of fine silver.t
Since that period, the setier of wheat has, one year with another,
been constantly worth about tile same weight of silver. In 1789,
When the mark was equivalent to 541iv. 19s. the average prqce of
wheat was, according to Lavoisier, 241iv. the setier, i. e. 2012
roorinSof free silver. I have not reckoned the fractions of grains,
in these matters it is enough to approximate to accuracy;
indeed the price of the setier, taken at the average of Paris and the
environs, is itself but loosely calculated.
The result of this" comparative statement is, that the setier of
wheat, whose relative value to other commodities has varied little
fi'om 1520 down to the present time, has undergone great fluctua
tions, being worth,
A. D. 1520 512 gr. of pure silver.
1536 1068 do.
do.
1602
2060 do.
do.
1789
2012 do.
do.
which shows that the value of pure silver must have varied considerably since the firstof these dates; inasmuch as on every act of
exchange, fore"times as much of it must now be given for t'he same
quantity of commodities, as was given three centuries ago. We
shall see by-and-bY, _ why the discovery of the American mines, and
* Rapport entre rArgent et les Denr_es, p. 35.
_-For these calculationsI am indebted to the Essai sur les Mormaies,and tim
Vari,,_ionsdans les Prix, both by Duprd de ,Saint_.llaur.
t BookII: Ch_l_ 4.

2G

260

-ON PRODUCTION.

Boox L

the influx into the market of about ten times as much silver as
l_efore, has operated to reduce its value on]y in the ratio of 4 to I.
Now to the application
of this inibrmation
to the royal stipend in
qTJestio!l : if pure silver was worth in the time of Charles V_ four
times as much as in the age of Voltaire, the settlement of 2000 marks
upon the sons of Franee was equivalent
to 8000 marks at'the present, that is to s ay_ more than 400,000.¢L
of our present currency,
or about 75,000 dollars;
which makes the observations
of Voltaire.
upon the inadequacy
of the provision much less applicable.
Raynal, though he wrote ayowedly upon commercial
matters, has
committed a similar error, in estimating
the public revenue in the
reign of Louis XII. at 1t6 millions ofaOur present money (franc_) on
the ground, that it amounted to 7,6511,000 liv. of t 1 _tiv. to.the mark
of si_rer. The sum, indeed, was equal to 695,454 marks of silver:
but it would not be enough merely to reduce the mark into ?ivres.of
the present day ; for the same quantity of'silver was then worth four
times as much as it is now; so that, before reducing
them into
modern money, they should be multiplied by four, which will swell
the public revenue under Louis XII. to a sum of 144 millions ote
francs of present currency,
or nearly 27 millions of dollars.
Again, we r_ad in Suetonius, that Cmsar made Servilius a preseflt
of a pearl worth 6 millions of sestertii, which his translators,
La
Harpe and Levesque, estimate to be equal to-l,200,O00fr,
present
money.
But a little lower down, we find, that C_esar, on his rdturn
to Italy, disposed of the gold bullion, accruing from the plunder bf
Gaul, Ibr coin, at the rate of 3000 sestertii to the pound of gold;
which shows the pearl of Servilius to have been much under-rated.
The Roman pound, according
to Le Blanc, weighed 10_ of our
ounces ; and 10_ oz. of gold in Cms_tr's time, were 'worth as much
as 3 ° ounces of that metal at the present day, for it may reasonably
be reckoned, that the value of.gold has fallen in the ratio of 3to 1.*
:Now 32 oz. of gold are worth nearly 3036fr. which may therefore
"be looked upon as about, the real value of 3000 sestertii ; ,ai which
rate the pearl in question
must have been worth 6,072,000 fr.
(1,129,392 dollars,) and the Roman sestertius, somewhat more than
afi'anc
of our money; which is greatly beyond the ordinary estimate.t
* 12 oz. of silver were given fbr 1 oz. of gold, in Cmsar's time. Wherefore, silver having fallen in the ratio of 4 to i, 1 oz. of gold was worth as much
m his days, as 48 oz. of pure silver at the present period. But 48"oz. of silver
are now worth 3 oz. of gold or thereabouts : so that gold must have fallen in the
ratio of about 3 to 1.
The same error of calculation has led these translators involuntarily to
underrate the prodig-ality of the worst of the emperors. Thus we are told, that
Caligula, in less than a year, squandered the whole of the treasm'e accumulated
by Tiberius, amounting to 2700 millions of sestertii, which La Harpe translates
into no more than 540 millions of livres : whereas, suripesing the value of gold
I_ have varied little between the days of C_esarand of Caligula, which is pro_aNe enough, it will be found to amount to very nearly 3000 millions of livre_.
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When C0esar laid hands upon the public treasure_ of Rome, in
spite.of the opposition of the tribune Metellus, he is stated to have
found them to consist of 4130, ]bs. of gold, and 80,000 lbs.of s_lver ;
whfch Vertot estimates to have amounted to 2,911,100 li_. tourn. ;
but upon what grounds I am at a loss to imagine,
To form a _olerably correct notion of the treasure seized by C_esar upon his usurpatioil, the 4,130 lbs. of gold should be reduced into oz. of the French
standard, -at the rale of 10. oz.' to the Roman lb.* which makes
44,052 oz. But, as tim same weight of ,gold was then worth three
times as much as at present, the value will appear to haw been
13_,156 oz. or 12,530,346
ft. (2,330,644
dollars,)
supposing
the
standard of quality in th_ gold to have been the same as at present.
The-80,000
lbs. weighf of silver also were then _ orth as much as
320,000
tbs. at the present period, i. e. 20,915,735 ft., (3,890,327
dolling,) reckoning
the Roman lb. at 10_ oz, and taking the standard of quafity to have been the same.
Wherefore,
the sum appropriated by the usurper amounted
to 83,446,081 ft. (6,232,971 dol
lars,) of our money; which is greatly above Vertot's estimate of
about 3 millions on.ly.
From .this specimen we may judge, how little reliance can be
placed,og- the calculations of other historians, of less information and
aceurncv than those I have been quoting.
Rollin, in his Ancient,
and _Fleury, in his Ecclesiastical
History, have reckoned the talen¢urn, mina and seste_tius, according
to the scnle made out by some
learned-_persons,
under the administration
of Colbert.
This scale is
liable to many objections : 1. It establishes
upon very questionable
data, the respective quantities of. the precious metals contained
in
the coins of the ancients, which is a primary, source of error_: 2. The
value of the precious metals has considerably
varied, between the
period of antiquity in question and the ministry of Colbert, which
is another source of error : 3. The scale of reduction, drawn up under
the dirention of that minister, was calculated at the rate of 26 lie. 1O
sous, to tl_e mark of silver, being the then mint price of silve1: bullion ; but this Tate was altered before the days of Rol{in, which is a
third source of error. Lastly, since the date of his publication, that
rate has been _ stillJurther
altered, and a livres tournais, conveys to
us the idea of a smaller quantity of silver, than it did in his time ;
• Indeed, it seems hardly possible," that a less sum would have sufficed for the
monstrous extravagancies reoorded of him.
Horace" Epist. 2. lib. it. speaks of an estate, that, -from the context, must
have be_n a considerable one, as being of the .value of 300,000 sestertii, which,
according to my view, amounted to 303,600 .ft. (about 56,470 dollars) of our
present money, tits commentator, Dacier, perverts the meaning of the passage,
by estimating the estate in question, at '2"2,.500fr.only, or 4185 dollars.
"_Le Blanc. Traitg Monnaies, p. 3. estimates the Roman lb. of 12 oz. at the
actual weight of, only 10_ oz. of our standard, taking as a guide, the weight
of some of the coins of the emperors which are in a stato of high preservation.
The valuation I have here given 0fthe oz. of gold, takes i_at the mint standard,
viz. w_th a proportion of _ allby ; for I take it for granted, that the gold, thus
I.aidhands upon by C_esax,_-_ not pure gold, but cain with a mixture of alloy,
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and this is a fourth source of error. Thus, whoever now takes up
that work, relying on rite caiculdtions therein coritained, win entertain a most erroneous idea of the income and expenditure of the
states of antiquity, as well as of their'commer6e, their resources,
and every part of their system and organizati6n.
Not that I vcould be understood to s_.y, that a writer of history
zan ever have sufficient data, to give his readers, in all cases, a correct notion of values in general_ but, for the sake of a closer approximation to accuracy, than has hitherto been effected, in reducii_g
the sums of ancient times, and even of the r6iddle ages, into modern
money, I would recommend, what indeed is generally done, first, to
inquire from those learned in antiquity, the actual weight _f precious
metal contained in the coin in question : secondly, as t_r back as the
Emperor Charles V., that is to say, about the year 1520, that
quantity, if gold, must be multiplied by 8 only, and if silver, by 4 :
because the discovery of the American mines has occasioned a fall
in nearly that proportion : and lastly, to reduce that quantity of gold
or silver into the current money of the period, at which he may
happen to be writing.
From the year 15P..0downwards, the value of silver progressively
declined until the latter end of the reign of Henry IV., that is to
say, towards the beginning of the seventeenth century.
We ,nay
judge of the depression of its value by the increasing price of any
given commodity, in the manner explained in the preceding section.
To acquire a correct notion of the value of the mark of silver during
this period, it will be necessary to allow for a diminution in the ratio
of the increased real, that is, metal, and not nominat or coin, price
of commodities in general, or of any one, as wheat, for instance, in
particular.
From the be_nning of the seventeenth century, there will be. no
occasion for any further allowance, after having reduced the money
of the time being i_to marks of silver; for_there does not appear to
have been any further sensible decline in the value of silver, since
most commodities have been procurable for the same metal-price.
It will be sufficient, therefore, to reduce them into the money current
for the time being, according to the then current value of the mark
of fine _lver.t
*Untii the periodspecified,the ratio_ofgold to silver in Europe was 1 to'12.
At present, it is in most nations of Europe :Lto t4, or 1 to 15; so that taking
the average ratio in ancient times at 1 to 11["and m-moderntimes at _ to 15,
_'olawill have increased in relative s,alue to silver in the proportionof 4 to 3.
Wherefore, if gold be multiplied by 8, and silver by 4, the reshlt will be equal.
JfI am disposedto be/lieve,that the value of both gold and silver beganagain
to decline about the commencementof the present century; for moregord and
silver are now given for most of the commoditiesleast liable to Wry in the
costsof production.(1)
(1) In the very able and laborious' Historical Inquiry into the Production
and Consumptionof the Precious Metals, by William $acobs,Esq. F. It. S. Loll=
don,1S_l," we are furnishedwith a chapter (xxv.) on the productionof gold
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By way of illustration,
let us take the statemeot We find in the
Memoirs de Sully, viz. that this minister .accumulated,
in the vaults
of the Bastile_ a-sum of 86 milIions .of lhrres tournois, to further the
designs of his m_tster against the house of Austria._
If we wish to
know the actual value of that hoard, we must, in the first place,
examine what weight of fine silver it amounted to. The
mark of
fine silver was then represented
by 22 livres tournois ; consequently
36 millions of livres make 1,636,363 marks, 5 oz. of silver.
There
has been no •sensible variation
in the value of that metal since the
period in question ; for the same quantity of metal would then buy
the same quantity of wheat as at present.
Now, at the present time,
1,636,863 marks 5 oz., or, in other terms, 399,588,018,
5 grammes
and silver from the end of the year 1809 to the end of 1829. The auger remarks, "that it was.at the first named period, 16(}9, when a great change took
place in the production of the mines of gold and silver, in every part of'the
western continent, after a space of more than three centuries, during the whole
of which there had been a constant merease of the quantities obtained ; eaeh
succeeding'decennial period yielding a larger portion than the similar number
of years that preceded it; and though they have in some measure been restored,
it has been by slew degrees, and they.are yet very far from halving approached
the copious produce which they yielded before their general abruption from
Europeangoverrmaent."
Afterthenexa_nitling
theproductiveness
oftheminesofMexico,Colombia,
including
New-Grenada,Peru,BuenosAyres,Chili,
and Brazil,
ingoldand
silver,
andalso
after
takingnotide
ofthegoldfoundinNorthand SouthCarolinaandGeorgia,
from189_.4
to1S30,he sums up thewholeoftheamountof
thegoldandesilver
supplied
by thelateSpanish
dominions
inAmerica,during
thetwentyyear_m
fromtheendoftheyearIS09totheendof 1829,thus:-Divisions.
Mexico, - ......
Guatimala, ......
Colombia, ......
Peru, - .......
Buenos Ayres, Chili, - .......

Amount in dollars in twenty years.
220,043,9_00
2,$93,710
83,564,267
64,688A29
....
30,000,000
16,618,$80
867,808,486

or in sterling, at 4s. 2d. the dollar,
T'o this may be added the produce of
Brazil, ..........
Whole produce of Am eriea,

-

1.76,626,76S
4,110,000
-

l.S0,736,768

"In Europe," he states, likewise, "the produce of gold and silver has declined, when the average of the last twenty years is compared with that of the
one laundred and ten years which preceded it. The value of t_e gold produced
in Europe, he estimates about 720,000/. arid of the silver 530,0001., being together 1,2.50,000l. annually, or in the period of twenty years from 1Sl0 to 1_q29.
_3 millions; to this the supply from America, 80,786_7_i8l.,will make together,
108,786,768 pounds sterling."
Mr. $acobs estimates the diminution in the
mass of metallic money, during the twenty years meptioned, at 18 per cent.
A M_RICAN
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" of fine silver, coined into money, will make exactly 88,797,315 ft.
or t6,516,800 dollars.' A'sum, indeed, that'would go no great way
in modern warfare ; but it must be considered, that war t_ now conducted on a very different principle, and has bec6me infinitely more
wasteful, in reality as well as in name.
SEcrm_ VIII.
Of the Absence of angflxed ratio of Yalue between one Metal and another.
The same error, which led public funetion_tries to belie:re, that
they could fix the relative value of any metal to commodities, has
also induced them to determine by act of law the relative value of
the metals employed as money, one to ,the other. Thus, it has been
arbitrarily enacted, that a given quantity of silver shall be worth 24
liv., and that a given quantity of gold shall likewise be worth 24 liv.
In this manner, "the ratio of the nominal value of gdld to that of s_ver came to be legally established.
The pretension of authority was in both eases equally vain and
impotent ; and what has been the consequence ? The relative value
of the two metals to other commodities has, in fact, been constantly
fluctuating, as well as the relative" value of the metals themsel_;es,when exchanged one for the other. Before tile re-coinage of gold,
in pursuance of the avret of 13th October, 1785, the louis d'or was
commonly sold for 25 liv. and -some sous of the silver coin. Consequently, people took good care not to pay'in gold coin the sums
bargained for in silver ; otherwise they would really have paid 25
liv. and S or 10 sous, for every 24 liv. of the sums stipulated. -Since the re-coinage in 17S5, when the quantity of gold in the
louis d'or was reduced by one-sixth, its value has nearly kept pace
with that of 24//v. in silver; so that gold and silver'have been paid
indifferently. However, it has still continued most customary to
pay in silver, partly from long habit, and partly because the gold
_coin, being more liable to be clipped or counterfeited, was received
with more caution and liable to ,more frequent cavils about the weight
and quality.
In England a different arrangement has produced an effect directly
contnu'v.
In the year 172S, the natural course of exchange fixed
the relative value of gold to silver as 15_-_°o_
to 1 ; say 15_, to 1, for
the sake of simplicity ; 1 oz. of gold was sold for 15_ oz. of silver,
and vice vers_t. Accordingly that ratio was established by law,
1 oz. of gold being coined into the n_minal sum of 3L 17s. 10_d.
and 157_ oz. of silver into the same sum.
Thus, the government
attempted permar_entty to fix a ratio, that is, in the "nature oF
things, perpetually varying.
The demand for silver gradually
increased; its use for plate and other domestic purposes'became
more general; the India trade received an additional, stimulus
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and took off silver in-preference
to gold, for this reason, that tl_e
relative valu_ of silver to gold is higher in the East than in Europe ;
so fhat, by the end of the last .century, the.ratio of these mctals one
to the other in England became about 14½ to 1 only ; and the _ame
quantity of silver, that was coined into 3/. 17s. 10½d., would then sell
in the markat for 4/. in gold.
There was thus a profit on melting
down the silver, and a loss on payments
in that metal;
for which
eason, thenceforward,
until the parliamentary
suspension of specie
payments by the Bank of En_and
in 1797, payments of course were
commonly made in gold.
Since 1797, all payments
have been made in paper.
But, if
England shall return to.a metallic currency,
framed upon tlle former
monetary principles
and regulations,
it is probable
that payments
will be made4n silver instead of gold, as before the suslSension; for
bgOld has risen in reIative price to silver in the English market, proably in consequence
o.f the large export of specie for commercial
purposes, and greater
difficulty of prevention in gold than in silver.
Gold bullion in the English market is now to silver bullion in the
ratio of about 1 to 15½, although the mint raiio is still 1 to 15r'x. A
payment in gold instead of silver would therefore
be a gratuitous
sacrifice of'the difference between 15_'_ and 15½.
Hence may be,drawn
this conclusion;
that it is impossible in practice to assign any fixed rati_ of exchangeable
'value to commodities,
whose ratio is for ever fluctuating, and, _;herefi_re, that gold and silver
must be left to find their own mutual level, in the transactions
in
w_h_ch mankind may think proper to employ tkem.*
The above remarks upon the relative value of gold and sih'er are
equally applioable to silver and copper, as well as to all other metals
whatever.
There is no more propriety in declaring, that the copper
contained-in
twenty sous shall he worth the silver contained in a
lit, re tournois, than in enacting, that the silver contained
in 24 liv.
tournois shall be worth the gold in a loltis d_or. However,
little
mischief has been occasioned
by fixing the ratio of copper to the
precious/netals,
because the law does not authorize the payment of
sums stipulated .in liw'es tournois and .francs in either copper or
the precious metals indifferently;
so that, in reality, the only metal
money recognised
by ]a_.v as legal tender, for sums above the value
of th_ lowest denomination
of silver coin, is silver or gold.
* The relative position of gold and silver, in respect to value, is by no means
determined by the respective supply of each from the mines. Humboldt states,
in his Essai Pol. sur la Nouvelle Espa_ne, tom. iv. p. 222, _)ct., that sih'er is
produced from the mines of Amerma and Enrope jointly, in the ratio to gold, of
45 to 1. Now the ratio of their value, instead of being 45 to 1, is only,
In /kIexico, .....
15_ ....
to 1
France, - ....
15_e
1 .....
1
China, - - from 12 to 13 ....
1
Japan,- - ,....
8to9
....
1
The difference is probably owing to the superior utility and demand of silver for
the purposes of plate, &c. as well as of money. It would seem, that this cause
operates more forcibly in the East than in the West.; for gold jewellery is rein
tively cheaper there than in our part of the world.
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Sr_Io_ IX.
Of Mon_ as it ought to be.
rom all that has been said in the preceding sections may be
inferred my opinion of what money ought to be.
The precious metals are so well adapted for the purposes of
money, as to have gained a preference almost universal ; al_t, as no
other material has" so many recommendations, no change in this
particular "is desirable.
So also of their division into equal and portable particles. 'They
may very properly be coined into pieces of eq'ual weight and qLrality
as has heretofore been the practice among most civilized nations.
Nor can there be any better contrivance, than the giving them"
such an impression, as shall certify the weight and quality; or than
the exclusive reservation to government of the right of impressing
such certificate, and, consequently, of coining money; for'the certificate of a number of coiners, alt working together and in competition
one with the other, could never give an equal-security.
Thus far, then, and no further, should the public authority intermeddle with the business of money.
The value of a piece of silver is arbitrary, and is established by
a kind of mutual accord on every act of dealing between orte individual and another, or between the government and an individual.
Why,-therefore, attempt to fix its value beforehand ? since, after all,
the fixation must be imaginary, and can never answer any practical
purpose, in the money transactions of mar/kind. Why give a denomination to this fixed, imaginary value, which money can never
possess ? For what is a dollar, a ducat, a florin, a pouncl sterling,
or a franc; what, but a certain weight of gold or silver of a certain
established standard of quality ? And, if this be all, why give these
respective portions of bullion any other name, than the natural one
of their weight and quality ?
Five grammes of silver, says the law, shall be equivalent to a
fraT_c: which is just as much as to say, 5 grammes of silver is
equivalent to 5 grammes of silver. For the only idea presented to
the mind by the word franc, is that of the 5 grammes of silver it
contains.
Do wheat, chocolate or wax, change their name by the
mere act of apportioning their weight?
A pound weight of bread,
chocolate, or of wax candles, is still called a pound weight of bread,
chocolate, or Wax candles. Why, then, should not a piece of silver,
weighing 5 grammes, ao by its natural appellation ? Why not call
it simplf 5 grammes 3_ sil('er.?
This slight alteration, verbal, critica}, and nugatory as it may
seem, is o(immense practical consequence. Were it once admitted,
it would he no longer/_ossible to stipulate in nominal value; every
nargaita would be a barter of one substantial commodity for another,
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_f agiven quantity of silver for'a given:quantity of grain, or butcher's
t.aeat, of cloth, &e. &c. Wl_enever a contract for a long prospective
ecriod was entered into, its violation could not eseat_e detection : a
i_ersda taking an obligation to pay a given quantity of fine silver.
it a day certain, would know precisely how. much _silver he would
nave to receive at the period assigned, provided _ debtor continued
_olvent.
The whole monetary system would thenceforth fall to the ground;
a system replete with fraud, injustice, and robbery, and moreover so
complicated, as rarely to be thoroughly understood, even by those
who make it their profession. It would'ever after be impossible to
effect an adulteratiort of the coin, except by issuing counterfeit
money; or to compound with creditors, without an open, avawed
ban'l'lcrOptcy. The coinage of money would become a matter of
porfect simplicity, a mere branch of metallurgy.
The denbminations of ,_,gight, ir_common use before the introduction into France of-the metrical ,s_;stem, that is to say, the once, gros,
grain, had the 'advantag'e of conveying the notion of portions of
weight, that had remained stationary for many ages, and _'ere applicable to all commodities whatever, without distinction: so that the
once could not be altered for the precious metals, without altering it
at the same 'time for sugar, honey, and all eorhmodities sold by the
weight: but, in this particular, the new metrical system is infinitely
preferable.
It is_founded upon a basis provided by nature, which
must remain invariable as long as our world shall last. The gramme
is the weight of 'a cubic centimelre of water : the centimetre is the
hundre&h part of a metre, and the metre is _._o_.,,oof"
part of_he arc
formed by the circumference of the earth, from the pole to the
equator. The term gramme may be changed, but no human power
can change that portion of weight actually designated by the term
gramme; and whoever shall contract to pay at a future date a
quantity of silver, equal to 100 grammes weight, can never pay a
less quantity of silver, without a manifest breach of faith, whatdx:er
arbitrarv measures of power may intervene.'
The l_ower of a government to facilitate the transactions of exchange and contract, wherein the commodity, money, is employed.
consists in dividing the metal into different pieco_ of one or more
grammes or centigrammes, in such a manner, as to admit of instant
calculation of the.number of grammes a given payment will require.
It has been ascertained' by the experiments of the Academy of
Sciences, that gold and silver resist friction better with a slight mix- ture of alloy, than in a pure state. People versed in these matters
say, besides, that this.complete purity cannot, be obtained, without
a very expensive chemical process, that would add greatly to the
e_pense of coinage.
The_e is no sort of objection to mixing alloy,
provided the proportion be signified by the impression, wh.;eh should
be nothing more than a mere certificate of the weight and quality
of the metal.
I make no mention of the terms__ranc, decline, centime, beeau_
22**
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tho'se nanaes should never have been given to-the'coin, being, in fact,
names _ndicative of nothing whatever, The laws of France, instead
of en'acting that pieces called francs, shall'be coined,, having the
weight of 5 grammes of silver, should have simply.ordered a coinage
of pieces of 5 grammes.
In which case, a letter of credit or bill
of exchan'ge, instead of bring drawn for, say 400ft., would be for:
2000 grammes of silver of the standan:l of _, sil_ver to ;_ alloy ; or"
if preferred, for 130 grammes of.gold of the same degree of purity ;
and the payment would be the most simple imaginable ; for the pieces
of coin, gold and silver, would be all fractions or multiples of the
gramme of metal of that standard.
However, it would still be necessary to enact, that no sum stipulated in grammes of silver or gold should be payable otherwise than
in coin, unless under a special proviso ; else, the debtor might discharge all claims in bullion of somewhat less va_ue than coin. This
is obviously matter of practical arrangement ; the principle requiring
.nothing, but, that the obligation, alter mentioning the metal and
standard, should specify on the face of it, whether payable in national
coin or bullion. The only object of such a law wot_ld be, to save
the continual necessity of enumerating-many particulars that would
thenceforward be implied.
A government should never coin the bullion of private persons,
without charging the p_rofit, as well as the cost, of theoperation.
The monopoly of coirrage will enable it to make this profit somewhat high: but it should be varied according to the state of metallurgic science, and the demand for circulation. Whenever the state
has little to coin on its own account, it h_d bettqr lower its chaeges,
Ihan let its machinery and workmen remain idle;'_and,'on the other
hand, raise its charges, when the influx of_bullion is rapid and superabundant.
And in this, it would but imitate other manufacturers.
As to the bullion bought and coined by government on its own
account, the coin isstied would reimburse the charges ; and yield a
profit by its superior value in exchange ; as I have en'deavoured to
prove above, in Section IV.
To the marks indicative of weight and quality, should of course
be superadded every device to prevent counterfeits.
I have not occupied my reader's time with any observations on
the relative proportion of gem to silver; nor was there any occasion
to do so. Having avoided any specification of their value under
any particular denomination, I shall pay no more attention to the
alternating variations of that value, than to the _luctuations of the
relative value of both to all other commodities.
This must be left
to regulate itself; for any attempt to fix it would be vain, With
re_ar_'d to obligations, they would be dischargeable in the terms of
• contract: an undertaking to pay 100 grammes of silver wotald be
discharged by the transfer of 100 grammes of silver ; unless, at the
time of payment, bymutuat consent of the eontractingparties,
any
,_ther metal, or goods at a rate_ agreed on, should be substituted in
prefe,mnce.
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It would be diffieult.to calculate the advantage, that w_mld accrue
to industry in all its branches, from so simple an arrangement;
but
some notion of it may be ohtained, by considering the mischiefs _ha_
have resulted from a contrary system. Not only hhs the relative
pemmiarv position of individuals been repeatedl£" overket, and the
best planned and most beneficial productive en(erprises altogether
thwarted and rendered aborti_e; but the interests of the public, as
- well as of privatepersons, are, almost everywhere, subject to daily
and hourly aggression.
• A medium, composed zntirely of either silver or _old, bearing a
certificate, pretending to'none but its real intrinsic vatue, and, consequently exempt from the caprice of legislation, would hold out such
adwantages to every department of commerce, and to every class
of society, that-it could not fail to obtain currency even in tbreign
countries. Thus, the nation, that should issue it, would become a
eneral manufacturer of money for foreign consumption, and might
rive from that,brarrch of manufacture no inconsiderable revenue.
We read in.Le Blanc, * that a particular coin issued by St. Louis,
and called agnels d'or,, from the figure of a lamb impressed upon
them, _'as in _reat request even among foreigners, and a favourite
money in commercial dealings, for the sole reason that it ipvariably
contained the same quantity of gold, from the reign of SI. Louis to
that of Charles VI.
Should France be so fortunate as to make this experiment, I hope
non_ of those who do me the honour to read this work, will feel any
regret at the drain of its motaey, to use the expression of certain
persons, who neither know nor-choose to learn any thing of the
matter,
tt is quite clear, that neilber silver nor gold coin will go
out of the kingdom, without leaving behind a value' fully equivalent
to the metal and the fashion it bears. The trade and manufacture of
• jewellery for export are considered lucrative to the nation-; yet they
occasion an outgoing of the precious metals. The beauty of the
form and pattern adds, to be sure, greatly to the price of the metal
thus exported ; but the accuracy of assay and weight, and, above all
-things, the maintenance of the coin at an invariable standard of
weight and quality, would be an equal recommendation, and would
undoubtedly be just as well paid for.
Should it be objected, that the same system was adopted by
Charlemagne, when he called a pound of'silver a lit,re, and that
notwithstanding the coin has been since repeatedly, deteriorated,
until, at last, what¢ was called a livre, contained, in fact, but 96 _'.,
I answer :
1. That, neither in the time of Charlemagne, nor at any subsequent period, has there ever been a coin containing a pound of
silver; that the gore has always been a money of account, an ideal
measure. The silver coin of Charlemagne and his successors, con
sisted of sols of silver, the so/ being a fractional part of the pound
weight.
r
• 7_'ait_Hist. des Monnaies de la FraTice,Prolegom. p. 4.
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2. None of the coin has ever borne on the face of it the indication
of the weight of metal it contained. "There are extant in the collections of medals many pieces coined in the r'eign' of Charlemagne.
The impression was nothing flaore than the name of-the monar_ch.
with the occasional addmon of the name of the town where the eolla
was struck, executed "in very rude characters; which, indeed, is not
to be wondered at, considering that the monarch, though an avowed
patron of literature, was himself unal_le to write.
3. The coin was yet further from bearin_ any thing indicative
of the standard quality of the metal, anff _thi_ was the' thing first
encroached upon; for the sol in the reign of Philip I. still contained
the same fr_ietional weigh_ of the livre as originally ; but it was made
up of 8 parts of silver to 4 copper, instead of containing, as under
the second race of monarchs, 12 oz. of fine silver, which was 'the
then weight of the livre.
The very singular state of the actual money of England, and the
extraordinary circumstances, that have occui'red in respect to it
since the first editions of this work appeared, h_ave given a decisive
proof, that the mere want of an agent of circulation, or, of the commodity, money, is sufficient _o support a paper-money absolutely
destitute of security for its convertibility at a high rate of value, or
even at a par with metal, provided it be limited in amount to the
actual demand of circulation. * Whence some English writers of
great intelligence in this branch of science laave been led to conelude, that, since the purposes of money ca_l into action none of the
physical and metallic properties of its material, _6me substance less
costly than the precious metals, paper, for instanc6, may.be employed
in them with good effect, if due attention be paid to keep the amount
of the paper within the demands of circulation.
The'celebra_d
Ricardo, has, with this objec't, proposed an ingenious plan, making
the Bank or corporate body, invested with the privilege of issuing
the paper-money, liable to "pay in bullion for its notes 6n demand.
A note, actually convertible on demand into so much gold or silver
bulIion, cannot fall in value below tile value of the bullion it purports
to represent; and, on the other hand, so long as the issues of the
paper do not exceed the wants of circulation, the holder will have
no inducement to present it for conversion, because the bullion, avhen
obtained, would not answer the purposes of circulation. If a casual
interruption of confidence in the paper should bring it for conversion
in too large quantity, the paper remaining in "circulation must rise
in value_ _n the absence of any other circulating medium, and there
would be an inducement tO bring bullion to"the bank'to be converted
lute paper.J"
'• lr/deour author'spamphlet,entitled, de l'Angleterre, et des Anglais, 1815,
Bdedition,p. 50, et seq.
Proposalsfor an economicaland secure Currency,by D. Rieardo,1816. It
seems,the British legislature has since adoptedthe_expedientof that writer, in
1819 The experiment is yet in progress; and'wlmteverbe its ultimate result,
"tmustneedsadvancethe interestsof the science.
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8Eca_on X.
Of a _C.olrper
and Base Metal* Ooinage.
The copper coin and that of base metal, are not, strictly speaking,
money; for debts cannot be legally tendered in this coin, except such
fractional sums, as are too minute to be paid in gold or silver. Gold
and silver are the only metal-money of almost all commercial nations.
Copper coin is a kind of transferable security, a sfgn or representative of a quantity of silver too diminutive to be worth the coinage;
arid, as such, the government, that issues it, should always exchange
it on demand for silver, when tendered to an amount equal to the
sr0allest piece of silver coin. Otherwise, there is no security against
the issue of an excess beyond the demand of circulation.
Whenever there is such an exce_s, the holders, finding the base
metal less advantageous than the gold and silver it represents but
does not equal, i_avalue, would strive to get rid of it in every way;
whether by selling to a loss, or by employing it in preference to pay
(or low-prj'ced articles, which would consequently rise in nominal
price ; or by pfofferin_ .it to their creditors in larger quantity, than
enough to make up the fractional part of sums m account.
The
government, having an interest in preventing its being at a discount,
because that would reduce the-profit upon all future issues, generally
authorizes the latter expedient.
Before 1808, for instance, it was a legal tender at Paris to the
extent of _½of every sum due; which had exactly the same effect,
as a partial debasement of the national currency. Every body knew,
when a bargain was concluded, that he was liable to be paid in proportion of a'_ copper or brass metal, to _ silver, and made his calculation accordingly, on terms proportiofiably higher, than if no such
re__.ulation had existed. It is with this particular, precisely as with
the@eight and standard of the silver coin; sellers do not stop to
3veigh and assay every piece ,they receive, but the dealers in gold
andsilver, and those connected with the trade, are perpetually on
the watch to compare the intrinsic, with the current, value of the
coin ; and, whenever their values differ, they have an opportunity of
gain ; their operations to obtain which, have a constant tendency to
put the current value of the coin on a level with its real value.
Tbe obligation to receive copper in any considerab]6 proportion,
has, in like manner, an influence upon the exchange with foreigners.
There i_ aao q'uestion, that a letter of exchange on Paris payable in
francs is-sold cheaper at Amsterdam, in consequence of the liabilhy
to receive part payment in copper or base metal; just as it would
Billon, a compoundof copperand silver, containing¼or½only of the latter
and the residue of the former. It is used in the fractionalcoinage ofFrance, Ix,
_uperaedethe employmentof copperin ]arge quanhties.
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tin, if the franc were made to ,contain Jess of s_ver and more of
alloy.
Yet, it is to be observed, that, on the whole, the value of money
is _aot so much affected by this circumstance, as by the mixture of
alloy ; for the alloy has positively no value whatever, for tire reasons
above stated ;* whereas, the copper money, lyavable in the raIio of
_'_, had a small intrinsic value, thot_gh inferior" to the sum in silver,
it was made to pass for : had it been of equal',Yalue, there would have
been no occasion for an express taw to give it currency.
As long as u government gives silver on demand for the copper
and base metal regularly presented, it can with little inconvenience
give them very trifling intrinsic value; the demand for circulation
will always absorb a very large quanticy, and they will maintain
their value as fully, as if really worth the fractional silver represented;
on exactly the same princi_le, as a bank-note passes current, and that
too for years together, wimout any intrinsic value, just as well as if
.really worth the sum it purports on the face of it to contain. In this
manner, such a coinage can be made more profitaMe to _he _.overnmere than by any compulsion to receive it in part payment ; and the
value of the legal coin will suffer no depreciation. The o/_]y danger
is.that of counterfeits, which there is the strongest stimulus "for avarice to fabricate, in proportion _s the difference between the intrinsic,
and the current value, grows wider.
The-last King of Sardinia's predecessor, in attempting .to withdraw from circulation a base currency, issued ,by his (ather in it
period of calamity, had more than thrice the quantity originally
issued by the government thrown upon his hands. Tim same thing
happened to the king of Prussia, when, under the assumed name of
the Jew Ephraim, he withdrew the base coin he had con_pelled the
Saxons to receive, during his distresses in the seven years' war;t
and for exactly the same reason. Counterfeits of the coin are usually
executed beyond the national frontier. In England it was attempted
to remedy this evil in the year 1799, by a coinage of half-pence
with a very fine impression, and executed with an attention and
perfection, that counterfeiters can rarely bestow.
_
_erm_ XI.
Of the preferable Form of Coined Money.
The wear of the coin by friction is proportionate to the extent of
its surfhce. Of two pieces of coin of'equal weight and quality, that
will suffer least from continual- use, which offers the least surface to
the friction.
The spherical or globular, form is, consequent/y, preferable in this
* 8upr_i,p. 166.
_tIongez,.Consider.sur les Monnaies, p. _1.
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respect, as least liableto w_ar;.but
it has been rejec_d op account
of its inconvenience.
Next to this. fdr.m, the cylinder, of equal depth and breadth,
is
that, which exposes the smallest sin:face; but this is fully as inconvenient as tile other ; the tbrm of a very flat ,cylinder has, conse:
qbuentlv, been very generally
adopted.
However,
from what has
een already said, it will appear,, that theless
it is flattened
the. better; and that the coin should rather be made thick than broad.
\Vith regeu'd to the impression, the chief requisites are, 1. That it
specify the weight and quality of the piece; 2. That it be very distinct, and i0telligible to the meanest capacity;
3. That the die oppose
all possible difficulties to the defacing or reducing of the coin; that
is to say, that it be so contrived, that neither the ordinary wear nor
fraudule'nt practices
should be able to reduce the weight without
destroying
the impression.
The last coined English half-pence have
a cord, not projecting,
but indented jn the thickness of the circumference, and occupying the centTat.part
of the circumference
only,
_o hs to haake it liable neither to clipping nor wear.
This mode
might be adopted in the silver and gold coinage with certainty
and
success ; and it is of much more consequence
to prevent their deterioration.
When the impression is in basso relievo, it should project but
little, for the convenience
of piling the pieces one upon another, as
well as to reduce the friction. •On the same account
a projecting
impression should not be too sharp on the surface, or it would wear
away t_ rapidly.
With a view to prevent this, experiments
have
beem made of dies executed in alto relievo;
but it was found that
the coin w_ thereby too much weakened,
and liable to be bent or
broken. This plan, however, migh't possibly be practised with advan-'
tage, if the pieces were secured by greater thickness.
Tho same motive of giving to the coin the least possible surthce,
should induce the government
to issue as large pieces as convenience
will admit_ for the more pieces there are, the greater is the surface
exposed to friction.
No more small pieces of coin should be issued,
than jnst enough to transact exchanges of srhall amount, and to pay
fractional
sums.
All large sums should be paid in large pieces
of coin.

SECTIONXIL
Of the Party, on whom the Loss of the Coin by Wear should trroperly fall
It has been a question, who ought to defray the loss, consequent
npon the friction or wear of the coin ? In strict justice, the person
who had made use of it, in like manner as the wearer of any other
commodity.
A man, that re-sells a coat after having worn'it, sells
It for less than he gave for it when new.
So a man, that.sells a

264

ON PRODUCTION.

Boox' L

crow_piece for some other commodity, should sell it fop less than
he gave ; that is to say, should receive a smaller quantity of goods
. than he obtained it with.'
.
.
.
But the port_on of a specific coin, c6hsumed in its passage through
the hands of any one honest person, is less than almost any assignable value. It may circulate "for many years together, .without any
sensible dimirmtion of its weight; and, when the diminution is d_
covered, it may be impossible to tell, b)z which of the innumerable
holders it was offected. I am aware, that each of them has impereeptil_ly shared the depreciation of its exchangeable value, occasioned by the wear; that the quantity of goods it would purchase has
declined by an insensible gradation; that, although the depreciation
has been LmperceptilSly progressive, it becomes at last ;¢ery manifest;
and that worn rrroney will not be taken at par with new coin. Consequently, I think, that', if an entire class of coin were gradually so
•reduced as to make a re-coinage necessary, its' holders could not in
reason expect that their reduced coin should be exchanged for new
at par, pi,;ce for piece. Ttieir money should be received, efen by
the government, at no more than its real value; the silver it contains
is less in quantity than at the first issue; and it has beenxec_ived by
the holders at a lower rate of value ; they have-given for it less goods
than they would h_tve done in the outset.
In facf this is the course that rigid justice w" aid prescribe ; but
there are two'reas(ms, why it should not be strictly enforced.
1. Each individual piece of coin is not, if t- may bd allo_,od the
expression, a substantive article of commel'ce. Its exchangeable
value is calculated, not according to' the weight" and quality of the
identical piece in question, but according to the averag_e wei_ht_ and
qualit.y of the coin in large .quantifies, as ascertained by common
experience.
A croxvn piece of an earlier date, and more worn, is
yet freely received in exchange for one more new and perfect; the
difference is sunk in the average. The mint issues new pieces every
year of the full weight and standard, which prevents the coin from
declining sensibly in value, in conse_luence of the friction, "even for
many years after its issue.
• This circumstance is illustrated hy the fact, of the French pieces
of 12 and 24 sous passing current at par with the crown-pieces of 6
livres without any difficulty ; although the same nominal sum,. in the
shape of the worn pieces of 12 and 24s., contained in reality about
¼ Jess silver than the crown-piece.
The subsequent Jaw, which prohibited their being taken by the
public receivers or privale persons at more than 10.and 20 sons,
rated them at their full intrinsic value, but below the rate, at which
the then holders had taken them. For their value ha_l been previously
ke_ptup to 12 and 2,4 sous in spite of the-wear' bv reason of their
passing current at par with the crown-piece.
Thus, the last holder
was saddled with the entire loss of a friction, to which the innumerable hands they had passed through had all contributed.
2. The impression is equally effectual in giving currency at the
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]a_t as at the first, although it becomes in .course of time scarcely,
if at all" visible_ witnes_ the shillings of England. , The coin derives,
"as above explained, a certain degree'of value from_th6 mereimpresbSon,"which value has been admitted and recognised throughoht,
until it reaches the ultimate holder, who has in eonsequence.reeaived
it at a higher rate, than he would apiece of blank bullion of equal
weight. To saddle him with the difference, would be "to make'him
lose the whole value of the impression, although it has been equally
servilzeable to perhaps a million of others.
On these grounds, I am inclined to think, the loss by wear, and
that of the impression, should be borne by the community at large;
that is to say, by the public purse: for the whole society derives the
benefit of the money; and it is impossible to tax each individual, in
the wecise proportion of the use he has made of it.
To eonc!ude : every individual, that carries bullion to the mint to
be coined may be fairly charged the expenses of the process, and,
if thought ad'visabte, the full monopoly-profit.
Thus far there is no
harm d6ne: hls bullion is increased in value to the full amount of
what he has been charged by the mint; otherwise, he would never
have carried it thither. At the same time, I am of opinion, that the
mint should always give a new piece in exchange for an old one.on
demand : which need nowise interfere with the utmost possible precautions against the clipping and debasing of the coin. The mint
6hould refuse such pieces as have lost certain parts of the impression,
,which are not liable to fair and unavoidable wear; and the loss in
that case should fall on the individual, careless enough to take a piece
thus palpably deficient. The promptitude, with which the public
would take care to carry injured or suspicious pieces to the mint,
would greatly facilitate the detection of fraudulent practices.
With diligence on the part of the executive, the loss arising from
th_s source might be reduced to a mere trifle, and the system of national money would be materially improved, as well as the foreign
exchange.

CHAPTER X-_II.
OF

SIGNS

OR REPRESEN£ATIVES

SECTION

OF MONEY.

I.

0_ Bills of Exchange and Letters of Credit.
_ EmL of exchange, a promissory note or check, and a letter oi
credit, am written obligations to pay, or cause _o be paid, a sum of
money, either at a fttture time, or at a different place.
23
_
2I
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.The right conveyecl by the assignment of these engagemont_,
though not capable of being enforced ,immediately, or else_zbere
than at the stipulated place, yet giv_esthem. an actual vnlue, greater
or legs, according to circumstances. Thus a bill of exchange lbr 100
dollars, payable at Paris at two months' date, may he negotiated or
sold, at pleasure,at the rate of, say 99 dollars, whiten letter of credit
of like amount, payable at :Marseilles in the same, space of time,will,
perhaps, be worth at Paris but 98 dollars.
These engagements may be used as money in all transaetionsof
purchase, as soon as they are invested with actual present value,
by the prospect of their future value ; indeed, most :of the greater
operations of commerce are effected through the medium of these
securities.
Sometimes, the circumstance of a bill of exchange being payable
at another place will increase, instead of diminishing its value; but
this defends upon the state of commerce for the time being. If the
merchants of Paris have large payments to make to'those of London,
they will readily give more money at Paris.for a bill upon London,
than it will produce to the holder at the latter place. Thus, although
the pound sterling contain precisely as much silver as 24 .ft. 74
cents, they will, perhaps, give at Paris 25ft., more or less, for every
pound sterling payable in London.*
This is what is called the course of exchange, being, in fact, a
mere specification of the quantity of precious metal people will consent to give, for the transfer of a right to .receive a given quantity
of the same metal at,any _other specified place. The particular
ocal ty of the metal reduces or increases its value, in relation to the
same metal situated elsewhere.
'i'he exchange is said to be in favour of any country, Franc_,,for
example, whenever less of the precious metal is there given for, than
will be predueed by-, a bill of exchange upon another country; or
whenever in the fo'reign count1T more of the precious metal is given
for a bill of exchange on Prance, than it will there produee to the
holder. The difference is never very considerable, and cannot exceed the charge of transporting the precious metal itself; for, if a
foreigner, who wants to make a payment at Paris, can remit the sum
in specie at less expense than he could be put to by the existing
course of exchange, he would undoubtedly remit in specie, t
It has been imagined by some people, that all debts to foreigners
can be ,paid by bills of exehange; and measures have been frequently
suggested, and sometimes adopted, for the encouragement of this
fictitious mode. of payment.
But this is a mere delusion. A bill
of exchange has no .intrinsic value ; it can only be drawn upon any
* If the credit on London be payable in pa__r-moneyinsteadof specie,the
t otrrseofexchange with Paris of the .poundsterling, may, perhaps,fallto 21ft.,
tSfr., or even less, in proportionto the discredit of the paper of England.
t"In that expenseI incltldetbe charge.,and risk.of transport and ofsmur,_.glin__
nlso, if the export of specm be prohibited; whmh latter is proportionateto the
difficultyo¢ the operation.. The risks are estimated-in the rate_:f insurance.
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place for a sum actually due at that place; and no_um can be there
actually due, unless an equal value, in some shape or other, has been
.remitted thither: the imp6rts of a nation can only be prod by the
national, export; and vice vers& Bills of exchange are a mere
representative-& sums due; in other words, the merchar/ts of one
eoutrtry can draw bills on those of another for no mor_, than .the
full amount of the goods Of every description, silver and gold ineluded, which they may']tave sent thither directly or indirectly.
If
one comltry, say France, have remitted to another country, Germany perhaps, merchandise to the value of 2 millions of dollars, and
the'latter have remitted to tile former to the am6unt of 3 millions
of dollars, France can pay as much as 2 millions by the means of
bills of exchang% representing the value of her export; but the
remaining 1 million cannot be so discharged directly, although possibly 1hey may by bills of exchan_e upon a third country, Italy, for
instance, whither she may have exported goods to that extent.
There is, indeed, a species of bills, called by commercial men,
accommodation-paper, which actually represents no value whatever.
A merchant at Paris, in league with another of Hamburgh, draws
bills upon his correspondent, which the latter pays or provides for,
by re-drawing and negotiating or selling bills at Hamburgh upon
his correspondent at Paris. So long as these bills are in possession
of any third person, that third person has advanced their value.
The negotiati6n of such accommodation-paper
is an expedient for
borrowing, and a _'ery expensive one; for it entails the.loss of the
banker's commission, brokerage'and other incidental charges, over
gnd above the discount for the time the bills have,to run. Paper of
this description can never wipe out the debt, that one nation owes
another; for the bills drawn on one side baJanee and extinguish those
on the other. The Hamburgh bills will naturally counterpoise those
of Paris, being-in fact drawn to meet them ; the second set destroys
the first, and the result is absolute nullity.
Thus it is evident, that one nation cabinet otherwise discharge its
debts to another, than by remittance of actual value in goods or
commodities, in which term I comprise the precious metals, amongst
others, to the full amount of what it has received or owes. If the
actual values directly remitted thither are insufficient to balance the
receipts or imports thence, it may remit to a third nation, and thence
transport produce enough tO make up the deficit. How does-France
pay Russia for the hemp and timber for ship-building imported
thence? By remittance of wines, brandies, silks, not merely to
Russia, but, likewise to Hamburgh and Anasterdam, whence again a
remittance of colonial and other commercial produce is forwarded
to Russia.
Governments have commonly made it their object to contrive
that the precious metals shall form the largest possible portionof
the national import from, and the least possible portion of the national export to, foreign countries. I have already taken occasion
to'remark, with regard to what is improperly called the balance _.¢

"

ON PRODUCTION.

Bobx L

-tra<le, tl_at, if the n_t'_nal merchant finds the precious metals a more
profitable foreign remittance than another commodity, it is likewise
the interest of the state to _tnk in that form ;'for the state can only
gain and lose in the persons of iis individual subjects; and, in the
matter of foreign commerce, whatever is best for the individuals in
the aggregate, is best for the state also.* Thus, when impediments
are _thi-ownin the way of the export of the precious metals by individuals, the effect is t,o compel an export in some other shape, less
advantageous to the individual and the public too.
.
S_rmN IL
Of Banks of Deposit.
The constant intercourse between a small state and its neighbours
occasions a perpetual influx of foreign coin. For, although the sniall
state may have a national coinage of its own, yet, the frequent neCessity of taking the foreign instead of the nationhl coin in payment,
requires the fixation of the ratio of their .relative value, in the current
transactions of busines_
There are many mischiefs attending the use of foreigti coin, arising 9hiefly from the great variation of weight and quality.
It is
often extremely old, worn, and defaced ; not having participated in
the general_ re-coinage of the nation that issued it, where, perhaps,
it is no longer current; all which oircumstances, though considered
in settling its current relative value to the local coin, yet, do not guite
reduce it to the natural level of depreciation.
Bills drawn "from abroad upon such a state, being payable in. the
coin thus rendered current, are, in consequence, negotiated abroad
at some loss; and those drawn upon foreign countries, and, consequently, payable in coin of a more steady and intelhgible value, are
negotiated "in a smaller state at a premium, because the holder of
them must have purchased them in a depreciated cu_rrency. In
short, the foreign coin is always exchanged for the local currency
to a loss.
The remedy devised by states _f this inferior class is the _s_bject
of the present section. They established banks,t where private
merchants could lodge any amount of tooal national coin, of bullion,
or of foreign coin, reckoned by the bank as bullion; and the umount,
* This position applies to foreign commerce only; the monopoly-profitsof
individualsin the hoh_e-marketare not entirely nationalgains. In intermt'ldealings, the sum of the utility obtainedis all that is acquiredby the community.
Venicc, Genoa,Amsterdam,and Hamburgh had each an establishmentof
this nature. All have been sweptaway by _ttietorrent of the revolutionarywar;
but there may 1_ some use in examining"the nature of institutions that may
some day or othe_be re-estabhshed. Besi_'es,the investigat_n will throw lig.ht
uponthe historyof the communitiesthat establishedthem/and of eommeree m
general. At a_y rate, it was nee'essaryto enmnerate all the variotisexpedients
that have beenresortedto as substitutesformoney.
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so lodged, was entei'ed as so much money of the legal nationa:
standard of weight and quality. At the same time, the ,bank opened
an account with each merchant making such deposit, giving him
credit for the atfiount of the deposit. Whenever a merehar_t wanted
to make a payment, there was no occasion to touch the deposit at
all ; it was sufficient to transfer the sum required, from the credit of
the party paying, to that. of the party receiving. Thus values could
be transferred continually by a mere transfer in the books of the
bank. The whole operation was conducted without any actual
transfer of specie ;"the original deposit, which was entered at the real
intrinsic vahm at the time of making it, remained as security for the
credit transferred from one person to another; and the specie, so
lodged with the bank, was ex6mpt from any reduction of value by
wear, fraud, or even legislative enactment.
The money still remaining in circulation, wherever it was exchanged for the bank deposits, that is to say, for entries in the bank
books, necessarily lost in proportion to the reduction of its intrinsic value. And this loss occasioned the difference of value, or
agiQ at Amsterdam, between bank money and circulating money,
which was on the average from 3 to 4 per cent. in favour of the
former.
It wilt easily be imagined, th_ the bills of exchange, payable in a
currency so little liable to.injury or fluctuation, must be negotiable
on" better than ordinary ternis. In fact, it was observable, that on
the whole, the course of exchange was rather in favour of the cotmtr_es that paid in bank, and unfavourable to those that paid in circulating money only.
The bank retained the deposities in perpetuity; for the re-issue
would have been attended with serious loss ; inasmuch as it wotfid
have been the same thing, as producing good money of the full
original value, to be taken at par with the deteriorated circulating
coin, which passes current for--not its intrinsic, but its average
weight.
The coin withdrawn from the bank would have been
mixed up,with the mass of cii'culation, and passed current at par
with the rest. So that the withdrawing such deposits would have
been a gratuitous hacFffice of the excess of value of bank above circulating money.
This is the nature of banks of deposit; most of which combined
other operations with the primary object of-their institution ; but of
them I shall Speak elsewhere.
They derived their profits, partly
from a duty levied upon every transfer, and partly from operations
incident to, and compa.tible with, their institution ; as, for example,
advances made upon a deposit of bullion.
•It is evident, that the inviolability of the deposit, confided to
them, is essential to the success of such establishments. At Amsterdam, the four burgomasters, or municipal magistrates, were trustees'for the "creditors. Annually, on leaving office, they handed
over _he trust to their successors, who, after inspecting the account,
and verifyiffg it by the registers of the bank, bound themseh'es by
23 *
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oath, to surrender their charge inviolate to their succe_ors
in office.
Tiffs trust was scrupulously
executed fi'om the first establishment
of
the bank in 1609 until 1672, when the forces of Louis XIV. pet_etrated as far as Utrecht..
The deposits were then faithfully restored
to the individuals.
It would seerfl to have bben afterwards
less
scl'upulously managed ; for, when the French took possession of that
capital, in 1794, and, called for a statement
of the concern, it was
found to be in advance of no less a sum than 10,624,793 florins to
the India company,
and to the provinces
of Holland
and WestFriezeland,
which were wholly unable to repay it. In a country
governed
by a power x_qthout control or responsibility, k may be
expected, that
" such a deposit ' would have been stdl
" more
_
exposed,- to
violation. (a)

SEC_ON III.
Of Banks of Circulation or Discount_ and of Bunk-notes, or
Convertible Paper.
There is another kind of bank, founded on totally different principles; consisting
of associated capitalists,
subscrilJin.g a capital in
transferable
shares, to be employed
in various profitable ways, but
chiefly in the discount of promissory
notes and bills of exchange,
that is to say, the advance of the value of commercial
paper not yet
due, with the deduction
of interest for the time ,it has to run, which
is cailed, the discount.
These companies, with a view to enlarge their capital and e_end
• eir business, commonly issue notes, purporting
to bear a.prcanise
to pay to the bearer on demand, the gold or silver specified on the
face of them. Their security for tbe due discharge
of these engagements is, the commercial
paper held by the bank, and subscribed
by individuals
in solvent circumstances;
for the company gives its
notes in discount, or, what is the same thing, in purchase
of this
paper.
The private commercial
paper, indeed, having
a term to run
before it falls due, can not be available in discharge.of
notes payable
on demand ; for which reason, every well-conducted
bank of circulation confines its advances
of cash, or notes payable
in cash on
(a) Public banks of deposit are now *luke obsolete, and'will probably never be _
revived. In fact they are clumsy expedients, suited only to the early stages of
commercial prosperity, and are liable to many ineonveniermes. They hold out
a strong temptatmn to'internal fraud and violence, as welt as to external rapacity; they withdraw from active utdity a large portion of the precmu_ m_etala,
which might perhaps be turned" to better account elsewhere ; and thi_y yiel d a
'legree of facihty of circulation nowise superior to what may be aflbrded, by the
common process of banking, except perhaps in security, and infinitely more expensive-to the public and to individuals. They have _teeordinglybeen everywhere supplanted by banlm.of circulation, or by the expedient of an inconvertible
pa,_r-money. T.
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demand, to the discount .of bills at. very _hort dates, and is careful
to have always in hand a considerable amount of specie, probably a
third, or as lunch as the half of the total amount of their circulating
notes; and, "even with all possible caution, it is at times greatly
embarrassed, whenever a want of confidence in'its solvency, or an_"
untoward event, causes a sudden run upon the bank for cash. The
bank of England has beon obliged, on an occasion of this kind, to
scrape together as many sixpances as it possibly could find, to gait/
time by the delay inseparable from pavments in such a diminutive
coin, unfit a part of the paper in-its possession had fallen due. The
discount bank of Paris, in the veal 178S, being then under control
of government, had recourse to similar paltry expedients.
The profits of banks of circulation are very considerable; that
portion of the notes, which is issued on the credit of private commercial paper, continues running at interest; for the advances have
been made with the deduction of the discount. But the portion of
the paper, issued on the credit of the specie in reserve, brings no
profit ; the interest lying dormant in the specie thus withdrawn from
circulation.
The banks of England and France make no advances to private
persons, except on bills of exchange, and give no credit bey,_nd.the
funds in hand.
They indemnify themselves for the trouble ox
receiving and paying on account of individuals by turnin@ to
account the floating balance left in their hands. These two establishments have, besides, undertaken the business of paying the interest upon the respective national debts, receiving an allowance fo_
their trouble : furthermore, they occasionally make advances to the
governments.
From these various operations, _they derive a great increase of
their profits. The one last mentioned, however, is completely at
variance with .the purpoges of their establishment, as we shall presently find. The advances made to the old government of France
by the then bank of discount, and those of the bank of England to
the English government, compelled those bodies to apply to the
respective legislatures to give theirnotes a compulsory circulation;
thus destroying their fundamental requisites oL convertibility." The
consequence has been, _hat the former of these batiks went all to
pieces.
The establishment of several banks, for the issue of convertible
notes, is more beneficial than the investment of any single body
with the exclusive .privilege; for the _competition obliges each of
them to court _the public fa_'our, by a rivalship of accommodation
and solidity.
Ba_ks of circulation issue their notes dither in the discount ot
promissory notes or bill_ of exchange, that is to say, in giving their
notes payable on demand, and circulating like cash, in exchange for
private paper payable at a future date, upon which interest is deducted ; whiCh is the course pursued by the present bank of France, anu
by all the English banks, public and private ; or else in lending at
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. ,nte/'o_t to solvent individuals,'like tho_ of Scotland..Merchants
uf
gbod credit are, in' the latter-,way, supplied with the s_ms _ec6ssary
tbr their current expenses and payments, and ehel_ of them is thereby
enabled to embark his'whole capital in his commercial ent_'prises,
without being obliged'to reserve any part "to meet the.calls uporthim
in the course of business. The merch_ht of Paris or London mast
contrive m_atters_so as to have always on hand either in.his private
coffers or in the bank, a sum sufficient to face the demands upon
him; whereas, .the merchant of Edinburgh is relieved from this
necessity, and at liberty to invest the whole of his funds1 in the confidence that the bank will advance him the tnoney_he may happen
to require. (a)
A bank of circulation affords the advantage of economizing capital, by reducing the amount of the sum, kept in reserve _r the current and contingent expenses of the individuals it accommodatek
Bank.bills or notes, payable on der0and, and circulating .as cash,
play so important a part in the progress of national wealth, and
have engendered such important errors in the braia_of manywriters
of repute and information on other topics, that Jt will be worth while
to examine their nature and consequences in a very particular
manner.
I should premise, that the residue of this _'_ection applies exchisive]y to bank-notes, depending solely upon the credit of ib.e
bank for their currency, and convertible at pleasure into cash or
specie.
It is a matter of no less curiosity than of importance, to inquire
whether bank-notes, or paper, destitute of intrinsic value, be-any
addition to the stock of national wealth, and what, ifany, is the pos.
sible extent of tfiat addition ; for, we_'e there no limits to it, _ere
could be no end to the wealth, thht a state might acquire in a short
time by the mere fabrication of some reams oi'paper. The solution
of this grand problem may be set down as one of Smith'a happiest
efforts; yet it is not every body that comprehends his reasoning; I
willtry to render it more generally intelligible.
The wants of a nation require a certain supply of such particular
commodity, and the extent of that supply is determined by-the relative prosperity of the nation for the time being. A _rplus of "each
of those commodities beyond this demand is either not produced at
el,l, or, if produced, must"occasion a decline of relative local value:
it, theretbre, naturally finds its way out of the country, and goes in
quest of a market, where it may be in higher ostimation.
'
Money is, in this respect, like -allother commodities ; it is a con,
(a) The two methodsresolvethemselvespracticallyinto one,; for merehant_
ot good credit etm always procure discountablepaper; madthe sole essential
difference is, that, in one ease,the credit is individual and unevideBeed,hathe
ether evidenced,and, in most eases,jointalso. The bank of England requires
thenames of more than one firm on the paper it discounts. Country bankers
alien content themselves with the security, or note of hand,of_tlxeborrowe_
m lone.
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vetiivut agent, and, therefore, employed as such in all operations of
exchan_ge; but the intensity of the .demand for it "is determined in
each community, by _he relative extent and activity of the exciianges
negotiated witl_in it. As soon as there is a supply of money _uffieient to circulate all the commodities there are _o be circulated, no
mor_ money is imported ; or, if a surplus flow in, it emigrates ag_ain
in quest of a market, where its value is greater, or where its utility
is more desired, tt is seldom or never that any body keeps in his
purse or his coffers more Sl_rcie th_/n enough to meet the current
demands of his business or consumption.** Every excess beyond
these demands is rejected, as bearing neither utility nor interest ;
and the community at large is fully supplied with specie, as soon "as
each individual is possessed of the portion suitable to his condition
and relative station in society.
It may be safely left to private interest, to make the best use of
the excess of specie beyond the demand for circulation.
The notion
that every item of specie, that crosses the frontier, is so much dead
loss to the community, is just as absurd as the supposition, that a
manufacturcT is so much the poorer, every time Ire parts with his
money in the purchase of the ingredient or raw material of his manufacture; or that individnals, the aggregate of whom makes up the
nation, present foreigners gratuitously with all the money they part
with.
Taking it for granted, then, that the specie, remaining in circulation within the community, is limited by the national demand for
circulating medium; if any expedient can be devised, for substitruing bank-notes in place of half the specie or the commodity,
money, there will evidently be a superabundance of metal-money.,
and that superabundance must be followed by a diminution of its
relative value. But, as such diminution in one place by no means
implies a contemporaneous d_minution in other places, where _e
expedient of bank-notes is not resorted to, and where, consequently,
no such superabundance of the commodity, money, exists, money
naturally resorts thither, and is attracted to the spot where it bears
the highest relative value, or is exchangeable for the largest quantity
of other goods: in other words, it flows to the markets where commodities are the cheapest, and is replaced by- goods, of value equal
to the monby exported.
The money that can emigrate in this manner, is that part only of
the circulating medium, which has a value elsewhere than withir_ the
limits of the nation ; _hat is to say, the specie or metal-money. Since,
however, specie does not emigrate without an equivalent, return;
and, since its value, which before existed in the shape of specie, and
was exclusively engaged in facilitating circulation, thenceforth
a_sumes the form of a variety of commodities, all item_ of the reproductive national capital, there follows this remarkable consequence.
that the national ,capital is enlarged to the full amount of all the spe* No account is here taken of the moneyhoarded,which, forthe national ,_rt.
retest,might just as well 'have remained in the mine.
2K
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eie exported upon the introduction of the substitute. Nor is th_
internal national circulation at all cramped for want of money _by
this export ; for the functions of the specie, that has bean withdrawn,
are just as well perfoi:med by the paper substituted in its stead.
However valuable an acquisition the national capital may tbu_s
receive, it must not be rated above its real amount. I have supposed,
for the sake of simplicity, that half the specie might be rei31aced by
circulating noIes: but this is a monstrous proportion; particularly if
it be considered, that paper cannot retain its value as money any
longer than while it'is readily and instantly convertible into specie ;
I say, readily and instantly, because otherwise people would prefer
specie, which is at all times, and without the least hesitatio n, taken
for money. To-insure this requisite convertibility, it is necessary,
_that, besides having at all times a fund in reserve, in private bil]s or
securities, or in specie, sufficient to meet all the notes that may be
presented, the bank itself should be at all .times within the reach of
the holders of its notes. Therefore, if the _errilory be of any extent,
and tile notes so generally circulated, as to form half of_the .circulating medium, the subordinate offices of the bank must be greatly
mul_tiplied to place them within reach of all the note-holders.
.But, granting the possibility of such an arrangement, and admitting, that paper might supplant as much as half the requisite national
ettrrency of specie, let us see what would be the amount of the acquisition to the national capital.
_Nowriter of repute has ventured to estimate the requisite circulating specie of any nation, higher than -_ of the annual national
product; some, indeed, have reckoned it as low as _.
Taking
the highest estimate, viz. } of the annual pr&tuct, which, for my
own part, I consider greatly above the reality in any case _ a nation,
whose annual product should amount to 20 millions, would need but
4 millions of specie. Therefore, in case the half, or 2 millions,
were supplanted by circulating paper, and employed in augmenting
the national productive capital, that capital would be once for all
augmented, by a value equal to _ or -_ of the annual product of
the nation.
• Again, the annual product of a nation would, probably, be much
overrated at ?_ of the gross national productive .capital, but let it
be set down at that rate, allowing 5 percent, interest on productive
capital, and 5 per cent. wages and profits of the industry it sets in
motion. On this calculation, supposing the paper substitute to add
to the national capitall in the ratio of "_ of its_annual product, this
addition will not at the highest estimate exceed ro!_ of the previous
capital.
Although the. practicable issue of bank-notes pro,cur¢s to a nation
of moderm.¢, wealth an accessibn of capital, much less considerable
lhan people may fondly imagine, this accession is, notwithstanding,
of very great value ; for, unless the produCtive energy of the nation
be extremely great, as in Great Britain, or the national, spfrit of
frugal!ty very general and persevering, as in Holland, the annual
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saving_ withdrawn from unproduotive consumption, to be added to
productive-_capital, fdrm, even in thriving states, a -very inconsiderable portion of the gross annual revenue. Nations,. whose production
is stationa W, as every body knows, make no addition, to their productive capitals; and the consumption of those on the decline an.nuatty encroaches on their capitals.
Should the paper-isgues of a bank at any time exceed the 'demands
of _:irculation, and. the credit enjoyed by the establishment, there
follows a perpetual reflux of its notes, and it is put to the expense of
collecting specie, which is absorbed as fast as collected. The Scotch
banks, though productive of great benefit, have been obliged, upon
such trying occasions, to keep agents in London constantly employed, in scraping specie together at a charge of two per cent., which
specie was instantly absorbed.
The bank of England, in similar
circumstances, was under the necessity of buying gold bullion, and
getting it coined; and this coin was melted again as fast as it was
paid by the bank, in consequence of the high price of the metal,
which was itself the effect of the constant purchases made by the
bankcto meet the calls upon it for specie. In this manner, it sustalned the annual loss of from 2½ to 8 per cent., upon a sum of about
850;000L,* more than 20 millions of our money. I say nothing of
the situation of this bank of late years, since its notes have acquired
a forced circulation, and, consequently, altered their" nature entirely.
The notes -issued by a bank of circulation, even if it have no funds
of it.s own, are never issued gratuitously; and, therefore, of course,
imply the existence, in the coffers of the bank, of a value of like
amount, either in the shape of specie, or of securities, bearing interest ; upon which latter only the whole real advance of the bank is
made ; and this advance cannever be made upon securities that have
a long time to run ; for the securities are the fund, that is to provide
for the discharge of another class of securities, in the hands of the
public at large, payable at the shortest of all possible notice, namely,
on demand. Strictly spea'king, a bank cannot be at all times in a
condition to face tlxe calls upon it, and deserve the entire confidence
of the public, unless the private paper it has discounted, be all, like
its uwn notes, payab]e on demand; but, as it is no easy'matter to
find substantial assets, that shall bear interest, and at the same time
be redeemable at sight, the next best course is to confine its issues
to bills of very short dates; and, indeed, well-conducted banks have
always rigidly adhered to this principle.
From the l_receding considerations may be deduced a conclusion,
fatal to abundat_ce of systems and projects, viz. that credit-paper can
supplant, and that but partially, nothing.more than that portion of
.the national capital performing the functmns of money, which circulates from hand .to hand, as anagent for the fincility of transfer;
consequently, that no bank of circulation, or credit-paper of any de
nomination whatever, can supply to agricultural, manufaeturing,.or
*Wealth of Nations,lr_okii. e.
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commercial enterprise, any funds for the construction Of.ships or
machinery, for the digging of mines or canals, for the bri_rging 9f
Waste land into cultivation, or the'commencement
of long-winded
speculations; any fuhds, in short, to be employed as vested capital.
The indispensable requisite of credit-paper 1st its instant "convertibility into specie; when the sum total of the paper issued does not
exia in the coffers of the bank, under the shape of specie, the deficit
should at least be _upplied by securities of very short dates ; where-'
as, an establishment, that should lend its funds to be vested in enterprises, whence they could not be withdrawn at _pleasure, could never
be prepared with such securities.
An example will illustrate this
position. Suppose a bank of circulation to lend 6,000 dollars oI
its notes, circulating as cash, to a landholder on mortgage of his
land, presenting the amplest security. This loan is destined by the
landholder to the construction of necessary buildings, for the cultivation of the estate; for which purpose he contracts wiIh a builder
and pays, him the 6,000 dollars of notes advanced by the bank,
No_', if the builder, after a short lapse of time, be desirous of turfshag the notes into specie, the bank can not pay him by a transfer of
the mortgage.
The only property the bank has to meet the 6,000
dollars of notes is a security, ample beyond doubt, but not available
at the moment.
The securities in the hands of a bank, I hold to'be a solid basis
for the whole of its issues of notes, provided those securities be of
solvent persons, and have not too long to run ; .for the securities will
be redeemed either with specie, or with the notes of the bank itself.
.In the fi}st case, the bank is supplied'with the means of paying its
notes ; in the second, it is saved the trouble of providing for them.
If, by any circumstance, the notes be deprived of their powe_ ef
circulating as specie, the task of replacing _he metal for the papermoney does not devolve npon the bank ; nor was it at the first saddlod with the business of turning to account the metal-money its
notes rendered superfluolas. For, as we have already observed, the
bank can extinguish the whole of its paper with the" private securities it holds. The inconvenience falls upon the public, which is
under the necessity of finding a new agent of circulation, either by
a re-import of the 'metal-money, or by the substitution of private
paper _ but probably the public would, in such circumstances, apply
again to a bank conducted on sound principles.*
* Since the first publicationof this passage,this very circumstance has haw
penedin respectto the bank of Paris,"in 1814 and 1S15,when that capita) was
besieged and occupied by the allied armies, The advancesof the bank to the
government,and to individuals,which could not be recalled immediately,did
not exceed the capital of the establishment,for which the shareholderscan not
be called upon; and'its paper-issues,payableto bearer, were all covered,either
by specie in hand, or by commercialpaper of short dates. By this m_,,ns;notwithstanding the very critical circumstancesof the moment,_themer'cha_tsconfirmed to empl_yits notes: which they could not well do without;_-madthey
were paid as usual in cash withont interruption,during the whole of the hostile
occul_ttion:"which shows at o_ce the ut13ityof a bank of circulation,and the
advantageof leavinginviolatethe convertibilityof paper-issues.
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This will serve to explain, why st) many schemes of agricultural
batnks for the issue of circulating and convertible notes on ample
landed security, and so many ocher schemes of a similar.nature,have
fatlea to the ground in very little time, with more or less loss to.the
shareholders andthe-public.*
Specie is equivalent to-paper of per: "
a nd payable" at the ....
fec t sohdxt_¢,
moment; consequently it can only
be supplanted by notes of unquestionable credit, and payable on _le"mend; and such notes cannot be discharged by a bare security, even
of the best possible kind.
For the same reason, bills of exchange in the nature of accommodation-paper, as it is called, can never be a sound basis for an issue
of convertible paper. Such bills _of exchange are paid when due by
fresh bills, that have a further term to run, and are negotiated with
the deduction of discount.
When the latter fall due, 'they are met
by a third set payable at a still later date, which are discounted in
like manner. If the bank discounts such bills, the operation is no
more than an expedient for borrowing of the bank in perpetuity;
the first loan being paid with a second, the second with the third,
and so on. And the bank experiences the evil of issuing more of
its notes, than the circulation will natural!y absorb, and the credit of
the establishment will,support; for the notes, borrowed upon such
bills, do not help to circulate and diffuse real value, because they
represent and contain no real value themselves; consequently, they
zontinually recur to be exchanged for specie. It is on thi_ account,
that the discount-bank of Paris, while it continued to be well administered, did, as the present banks of France and England do still
refuse, as far as it is able, to discount accommodation-paper.
The consequences are similar and equally mischievous, when a
bank makes advances to government in perpetuity, or even for a
very long period. (a) This was the cause of the failure of the bank
of England. Not being able to obtain payment from government,
it was unable to withdraw the notes in which the loan was made.
From that moment its notes ceased to be convertible; and until the
resumption of cash payments in IS22, enjoyed a forced circulation.
The government, being itself unable to supply the bank with the
means of payment, discharged that body from its liability to its own
creditor_.t
"In 1S08, the land-hank of" Paris was, fi)r this "reason, obliged to suspend the
payment of its notes in cash; and to give notice, that they would be paid off by
instalments out of the proceeds of its real securities.
t"Thereon,
in his tract on the Paper Credit of Great Britain, written expressly

(a) That is to say, advances its notes. A hank, like an individual,may advance its capital,which then becomesmore or less vestedand fixed. The whole
capital of the bank of"England has been thus advanced; and there would have
been no danger, had it notadvanced its notes also. When the advancesof paper
are madeupontransferablesecurities,stock, exchequer bills, and the like, tho_e
securities may_be sold for"eash,or for the notes of'the bank itself,,so long as
they r_.taintheir value, and thus the safety and solvencyof the bank maJntaineil..
But this operation is unnecessarily complex; for the government might.itself
n_e sold,and thus have saved the brokerageor profit accruing upon the opera
tion to the bane T.
24
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The holders of the notes of a bank issuin_ convertible
money run
little or no risk, so long as the bank is well administered,
and" inde|_endent of the government.
Supposing a total failure of c_nfidence
to bring all its notes upon it at once for pa),ment, the worst that can
happen to the holders is_ to be paid in good bills of exchange
at
short dates, with the benefit of discount ; that is to say, to be paid
with the same bills of exchange, whereon
the bank has issued its
notes.
If the bank have a capital of its own, there is so-much additional security;
but, under a government
subject to no control, or to
nominal control only, neither _tbe capital of the bank, nor the assets
in ks hands, offer any solid security whatever.
The _:ill of an arbitrary prince is all the holders have to depend upon: and e+cery act
of credit is an act of _imprudence.
As far as I am capable of judging, such is the effect of banks of
circulation
and of their paper issues upon individuals and national
wealth. , This effect is described by'Smith in a quaint and ingenious
m_taphor.
The capital of a nation be likens to an extensive tract
of country, whereupon
the cultivated districts represent
the productive capital, and the high roads the agent of circulation,
that is to
• "say, the money, that serves as the medium to distribute _the produce
among the several branches of society.
He then supposes a machine
to be invented, for transporting
the l_roduce of the land "through the
air;
that machine would
be the exact parallel of credit-paper.
Thenceforward
the high roads might be devoted
to cultivation.
"' The commerce
and industry of the country, however-,' he continues, 'though they may be somewhat
augmented, cannot be a_togather so secure, when they are thus, as it were, suspended upon the
Dmdalian wings of paper-money,
as when they travel about upon the
with a view to justify the suspension of _ash-p_tyments by that establishment,
has attacked the positions of Smith upon this subject. He tells us, that the
extraordinary, run npon the bank, which, brought about the suspension, was occasioned, not by the excess of its issues, but, on the contrary, by their partial
contraction. "An excessive limitation of bank-notes," he observe_, "will produce failures, failures must cause consternation, and consternation must lead to
a run upon the bank for guineas." By this reference to an extreme c'a_, he endca-_ours to support his paradoxical opinions. When a convertible paper has
succeeded m driwng otlt of the country too large a portiereof the metallic money,
and the confidence in the paper happens suddenly to declinergreat confusion and
embarrassment will doubtless ensue, bemuse the remaining agent 0fcirculation
is insuffibient to effect the business ; but it is a greai mistake to -suppose, that
the deficiency can be remedied by the multiplication of a paper, not enjoying the
confidence of the pubhc. If the bank of Englan_t was able to survive the shock,
it was because.of the indispensable necessity of some agent o_"transfer, of some
money or other, of paper in default of all othe_s, in so commercial a country ; because the government and the bankers of London, who were interested in the
safety of the baDk, unanimously agreed not to call upon it for cash, until it sbouli]
be .in a condition to pay ; that is to say, until the government should have paid
its advandes imaetual _alue. The bank had tent to the government more than
its whole capital ; for to that extent it might have gone with safety, its capital
not being wanted for the discharge or co,hvertib_lity _ofits paper ; l_Vit not so
:lone, the short bills in its" possession would have been sufficient for/.he extinction of its convertible paper.
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solid groun,i of gQld and silver. Over and _tbove-.the"accidents, to
which' tbey are exposed from the unskilfulness of the conductors of
fhi's l,aper-mo1_ey, they are liable to several others, fi'om which no
pruderfce or skilt of those conductors can guard them. An unsuccessful war, for example, in which the enemy get possession of the
capital, and consequently of that treasure, which supported the credit
of the paper-money, would occasion a much greater confusion in a
country, where the whole _irculation was carried on by paper, than
in ot_e,where the greater part of it was carried on bygold and silver.
The usual instrument of commerce having lost its value, no exchanges could be made except by barter or upon credit. All taxes
having usually been paid in paper-money, the prince would not ha.ve
wherewithal either to pay his troops, or to furnish his magazines;
and the state of the country would be much more irretrievable, than
if the greater part of its circulation had consisted in gold and silver.
A prince, anxious to maintain his domi_'_ionsat all times in the state
in which he can most easily defend them, ought upon this account
to guard, not only against that excessive multiplication of pap.ermoney, _-hich ruins the very banks which issue it, but even against
that multiplication of it, which enables them to fill the greater part
of 4he circulation of the country with it.'
Forgery alone js enough to derange the affairs o'f the best conducted and most solid brink. And forgery of notes is more to be
app_hended, than counterfeits of specie. " The stimulus of gain is
greater. For there is more profit'to be made by converting a sheet
of paper into money, than by giving the appearance of precious
metal to another metal, that has some though very little, intrinsic
,value, especially if it be compounded or covered with a small portion of the counterfeited metal ; and-perhaps, too, the materials for
the former operation are less liable to discovery.
Besides, the counterfeits of specie can never reduce the value of the specie itself,
because the latter has anintrinsic and independent value as a commodity ; whereas, the mere belief that there are forged notes abroad,
so welt executed, as to be scarcely distinguishable from the genuine,
:s enough tO bring both forged and genuine into disoredit. For
which Teason, banks have sometimes preferred the loss of pa36.ng
notes they know to be forged, to the hazard of bringing the genuine
ones into discredit, by the exposure of the fraud.
One method of checki0g the immoderate use of notes is, to limit
them to a fixed and high denomination of value ; so as to make them
adapteii to the circulation of goods from one merchant to ar_ther,
but inconvenient for the circulation between the mercharrt and the
consumer.
It has been qudstioned whether a government has any
right to prohibit the issue of small notes, where the public is willing
.to take them ; and whett_er such limitation be not a violation of.th_[t
liberty of commerce, which it is the chief duty of a government to
protect.
Bu{ the right undoubtedly is just as complete, as that of
,.

* W_,_lthof Nations,_x,ok ii. chap. 2.
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ordering a building to be pulled down, because it endangers the
public safety.
SE_Io_ IV.
Of Paper-Money.
The distinctive appellation of 4aatier-money, I have reserved
exclusively for those obligations, to which the ruling power may
give a corqpulsory circulation in payment for all purchases, and
itiscbarge all debts and contracts, stipulating a delivery of money.
I call them obligations, be'cause, though the authority that issues,
is not bound to redeem them, at least not immediately, yet they
commonly express a promise of redemption at sight, which is absolutely nugatory; or of redemption' at a date expressed, for which
there is' no sort of security; or of territorial indemnity, the value of
which we shall presently inquire infn.
-Such obligations, _vhether subscribed by the government or by
individuals, can be concerted inte paper-money by the public authority only, which alone can authorise the owners of'money to pay
in paper.
The act is, indeed, an exertion, not of legitimate, but of
•arbitrary authority; being a deterioration of the national money in
the extreme degree.
Upon the principles above established, it should seem, that a money destitute of all value as a commodity, ought to pass for none in
all free dealing subsequent to its issue ; and this is always the case
m pracuee sooner or later. The notes of what was improperly
called Law's Bank, and the assignats issued during the French
revolution, were never regularly called in or cancelled ; yet thos$_f
the highest denomination would not pass at present for a single so/.
How then, came they ever to pass for more than their real value ?
_Because there are many expedients of fraud and violence, which
will a_ways have a temporary efficacy.
In the first place, a paper, wherewith debts carl be legally, though
fraudulently, discharged, derives a kind of value from that single
circumstance. Moreover, the paper-money may be made efficient
to discharge the perpetually recurring claims of public taxation.
Sometimes a tariff" or ma.vimum of price is established; which, indeed, soon extinguishes the production of the commodities affected
by .it, but gives to the paper-money a portion of the value of those
aetu_ly in existence. Besides, the very creativ 0 of a paper-money
with forced circulation occasions the disappearance of metallic money ; for, as it is made to pass at par with paper, it naturally seeks a
market, where it can find its true level of value. The paper-morley
Is thus left in the exclusive possession of the business of circulation ;
and the absolute necessity of some agent of transfer, in every civilized community, will then operate to maintain its value.* So urgent
)

* Wherevera paper-moaeyhas been _tablished, the difference between its
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is tiffs necessity, that the paper-money
of England, consisting of the
notes of the bank; has been kept,_a_ par with specie, simply by the
limitation ,of the issues to the demands of circulation.
N_afions precipitated
into _reign wars, before they haw had time
13"
reviou_ly, to accumulate-the,
requisite capital for. carrying
them on,
and desmute of sufficient credit ta borrow of their neighbours, have
almost always had recourse to paper-money,
or some similar expedient.
The Dutch, in their struggle wifft the Spanish crown for independence,
issued money of paper, of leather, and of many other
materials.
The United States of America,
under similar circumstances, fikewise had recourse to ,paper-money;
'and the expedient
that enabled the Frenchxcpubli¢
to foil the formidable attack of the
first coalition, has immortalized
the name of assignats.
Law has been unjustly charged
with the whole blame of the
calamities resulting from the scheme that bears his name.
That he
entertained
just ideas respecting money, may be gathered from the
perusal of a tract_ he published in his native country, Scotland, to
induce the Scotch government
to establish a bank of circulation.
The bank estal_lished in France, in 1716, was founded on the principles there set forth.
Its notes were expressed b_ these words :
"The
bank promises to pay the bearer at sight * _ * _ * _ _'
livres in. money .of the same weight and standard
as the money of
this day.
Value received at Paris," &c.
The bank, which was then but a private association, paid its notes
regularly on demand : they were not yet metamorphosed
into paperm_ney.
Matters remained on this footing, and went on very well,
till the year 1719 ;t at which period the king. or rather the regent,
repaid ,the shareholders,
a_d took the management
into his own
hands, calling it the Royal Bank.
The notes were then altered to
this form :
value in the home market, where it has utilrty, and its value in foreign markets,
where it has no utility, has afforded a fruitful field for speculation, that has enriched many adventurers• In 1Sll, 100 guineas in gold would purchase at
Paris a bill of exchange on London, for 140l. sterling, payable in the pa_r which
was the only.currency of England. Yet the difference between gold and paper
in the London market at the same peril, war only 15 per cent. It was in this
, that the paper w_s of higher value in England than abroad. Accordingly,
find from returns With which I have been favoured, that gold in guineas or
bullion was sraugg[ed into the ports of Dunkirk and Gravehnes alone, in the
years 1S10, 11, 12, and 13, to the amount of 33,$75,090 dollars. There was a
similar speculation in other commodities at large ; but it was attended with more
risk and _liffienlty ; the import into France being very hazardouscalthough the
export from England was encouraged in every possible way. Yet this traffic
would soon hkve found its level, for it must have produced bills on England ia
such quantity, as to have brought the exchange to par at least, had not the continental subsidies of Euglan d furnislted a continual supply _)fbills on London
without any return. "
• This work was translated i_tQ French while Law continued in the office of
Controller-General of Frtince ; and is entitled Considerations on Commerce and
Money.
Vide Dtttot. tom. it. p. 200, for a detail of the beneficial effects ,Jrthe
tutien, as originally conducted.
24*
2L
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•"The bank promises to pay-the bearer at sight _ * _ _ '*_
livresJn silver.coin. Value received at Paris," &c.
This alteration, slight as it was in appearance; was a radical one
m substance. The first note stipulated -to pay a fixed quantity of
silver, viz. the quantity contained in the litrres_current at the date
of.issuing the notes. The second merely engaged to.pay li_es, and
_o opened a door for whatever alterations an arbitrary po@er'might
think proper to,make in the real value expressed by the woi'd livre.
And this was called fixing the rate of the paper-money ; whereas, on
the-contrary, it was unfixing, and making it a'fluctuating value ; and
.the fluctuations were truly deplorable. Law strenuously opposed
the inno.vation ; but principle was compelled to give way to power ;
and the crimes of power, when the consequences began to be felt,
were confidently attributed to the fallacy of the principle.
The assignats issued by the revolutionary
government were
worth even less than the paper-money of the regency.
The latter
gave a promise, at least, of paying in silver : and, though the paymenl
mi__ht_be _,_reatlv,curtailed by, a deterioration of the silver, coin, y_t
sooner or later the paper might have been redeemed, if the government had but been more moderate in its issues, and more scrupulous
in fulfilling its engagements.
But the assignuts conveyed no right
to call for silver; ' nothing but a right to purchase or obtain the na
tionaJ domains. Let us see what this right wasreally worth.
The original assignats purported to be payable at sight, at the
Caisse de fExtraordinaire, where they were, in fact, never paid at
all. It is true, they were received in payment for the national
domains bought by individuals at a competition-price; but the value
ot" these domains could never give any determinate value to the
ass[gnats, because their nominal value increased exactly in proportion as that of the assignats declined. The government was not
sorry to find the price of national domains advance, because it was
therebv enabled to witttdraw a greater amount of assignats, and
consequently, to re-issue new ones, without enlarging the quantity
afloat. It was not aware, that, instead of the national domains
advancing in price, the assiznats were undergoing a rapid/tepreclation, and that the further t_at depreciation was pu_he'd, the more
ass
must be issued in payment of an equal quantity of
supplies.
The last assignats no longer purported to be payable at sight.
The alteration was little attended to, because neither first nor last
were, in'fact, ever paid at all. But their vicio_s origin was made
more apparent.
The paper contained these words:
"National
domains---Assignat
of one hundred francs," &c.
Now, what was the meaning of the term one hundred francs ? What
value did they convey the notion of? Was it the value of the quantity of silver, heretofore known.under the designation of one hundred
francs? No; for 100 ._. could not possibly be obtained with an
assignat to that amount.
Did it convey the idea of as much land,
as might be purchased for 100 fr. in silver ? Certainly not_ for that

C_e. XXII.

ON PRODUCTION.

283

quantity of land could no more be obtained, even from the government, by an assignat of iOOfr, than lOOfr, in specie. The domains
were disposed,of at public auction for as many assignatsas
they
would fetch ; and the value of this paper had latterly so far declined,
tha_ one of 100 fr. would not buy an inch square of land.
In short, setting aside all consideration of the discredit attached to
that government, the sum expressed in an assignat presented the ,
,dea of no definite value whateyer ; and those securities could not but
-have fallen to nothing, even had the government inspired all the confidence, of which it was so eminently destitute. The error was discovered in tile end, when it was impossible an3" longer to purchase
the most trifling article with any sum of assignats, whatever might
ae its amount. The next measure was to issue mandats, that is to
say, papers purporting to be an order for the absolute transfer of t_ie
peeific portion of the national domains expressed in the mandat:
ut, besides that it was then too late, the operation was infamously
_xec_uted.
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THE principal phenomena of production have- been investigated
•.n the first book ; wherein I have shown how human industry, with
.he aid of capital and of natural agents and properties, creates every
• ' kind of utility, which is the primary source of value ; and in what
way social institutions and public authority operate to the benefit or
the'prejudice of production.
This second book will be _evoted to
the consideration of the distribution of wealth : to which end it will
be necessary, first, to analyze the nature of value, the object of distribution; secondly, to ascertain the laws, which regulate the distributiop of value, when once created amongst the various members
of society, so as to constitute individual revenue.
The valuation of an object is nothing more or less than the affirmation, that it is in a certain degree of comparative estimation with some
other specified object; and any other object possessed of value riaay
serve as the point of comparison.
A house, for instance, may be
'valued in corn or in money. To say that it is worth 4000 dollars
conveys a more accurate notion of'its value, than to say that it is
worth 4000 bushels of wheat, solely because the habit of reckoning
the value of all commodities in-coin makes it easier for the mind to
form an idea of the value of 4000 dollars in other commodities, that
is to sa_,, of the quantity of other commodities obtainable for that
sum, than of that obtainable for 4000 bushels of wheat. Yet, if
wheat be 1 dollar a bushel, the degree of value expressed- by each is
the same.
In every act of valuation, the object valued is the fixed datum.
In the instance first given, the house is the datum : it is a definite
amount of materials, put together in a definite manner, upon a definite site. But the point of comparison is variable in amount, ac-cording to the degree of estimation in the mind of the valuer. If ,
valued at 4000 dollars, the house is reckoned to be equivalent to so
many pieces of silver coin of the weight of 416 grains; with a mix.,
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ture of 179-1064 parts of alloy; if at 4500 dollars, or 3500 dollars,
it is bu_ a variation of the quantity of the cor_modity,
that is the
specific point of comparison.
So likewise, if that point be wheat, the
varia_e quantity of that commodi .tywould express the degree of value.
Valuation
is vague and arbitrary, when there is,no assurance that
it will be generally
acquiesced
in by others.
The owner of the
house may reckon it worth 4500 dollars, while an indifferent
person would" value it at no more than 8500 dollars, and probably neither would be right.
But if another, or a dozen other pergons be
willing to give for tt a specific amount of other commodities,
say
4000 dollars, or 4000 bushels of wheat, we may conclude the estimate to be a correct one.
A house that will fetch 4000 dollars in
the market is _vorth that sum.* But if one bidder only wilt give
that price, and he is unable to re-sell it wiihout loss, fie will give
more than it is worth.
The only fair criterion
of the value of an
object is, the quantity of other commodities
at large, that can be
readily Obtained for it in exchange, whenever
the owner wishes ta
part with it ; and this, in all commercial
dealings, and in all money
valuations,,is
called the current price, t
What is it, then, that determines this current price of commodities ?
The want or desire of any particular
object depends upon the
physicaland
moral constitution
of man, the climate he may live in,
the law_, customs, and manners of the particular
society, in which
he may happen to be enrolled.
He has wants, both corporeal and
intellectual,
social and individual;
wants for himself and for his
family.
His bear-skin and reindeer are articles of the first necessity
to the Laplander;
whilst their very name is unknown to the lazzatone of Naples, who cares for nothing in the world if he get but his
meal of macaroni,
tn Europe, courts of justice are considered indispensable to the maintenance
of social union ; whereas the Indian
of America, the Tartar, and the Arab, feel no want of such establishments.
It is not our business here to inquire, wherein these wants
originate;
we must take them as existing data, and reason upon
them accordingly.
* M3rbrother, Louis _ay, of Nantes, has attacked this position in a short tract
entitled, Principales Causes de la Riehesse et de la Misdre des "Peuples et des
Particuliers, 8vo. Paris.DJterville.
He lays down the maxim, that objects are
items of wealth, solely in respect of their actual utility, and not of their admitted
or recognised utility. In the eye of reason, his position is certainly correct; but
in this science relative value is the only guide. Unless the degree of utility be
meamrred by the scale of comparison, it._ left quite indefinite and vague, and,
even at the _mae time and .place, at the mercy of individual caprice. The positive nature of value was to be established, before political economy could pretend to t_e character of a science, whose province it is to investigate its origin,
and the consequences of its existence.
JfIn the earlier editions of this work, I had described the me_ure of value
to be the _alue of the other product, that was the poiilt of' comparison, which
was incorrect. The quantity and not the value of that other product, is the men.
gore of value in the object of valuation. This mistake gave rise to rouen ambiguity of demonstration, which the severity of criticism, beth fair and unfair, la_
tau/l',htme to'correct. Fas est et ab haste doceri.
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Of these wants, some are satisfiedby
the gratuitous
agency elf
natu/'al objects; as of air, water, or solar light. These may'be deno
minated natural wealth, because they arethe
spontaneous
offm'ivg
of_nature ; and, assuch,
mankind is not called upor{ to earn them by
any sacrifice or exertion whatever ; for which reason, they are never
possessed _f exchangeable
value.
Other wants there are, that can
only be satisfied by the ,employment
of objects possessed
of an
utility, which they could not have been invested with without some
modification
by human agency,--without
having
undergone
some
change of condition, and without some difficulty having been surmounted for the purpose.
Of this kind are the products of agriculture, commerce, and m_nufacture,
in- all their infinite ramifications.
T-o them alone is any value attached;
and for a very obvious reason;
because the very act of production implies an act of mutual exchange,
in which the producer has given his personal agenc); for the product
obtained by its exertion.
Wherefore,
he will hardly resign-it without receiving what is, in his estimation, an equivalent.
These may
be called social wealth, both because an act of exchange is in itself
a social act, and because exclusive property in the product obtained
by personal exertion, or by an act of exchange,
car_ only be secured
by social institutions.
S_cial wealth, it is to be observed,
is the-only
part of human wealth, that can form the subject of scientific research.
1. Because it is the only part that is the object of human estimation,
or at least of such estimation, as is not altogether
arbitrary and mel_tal._ 2. Because it is the only one which is created, distributed, and
destroyed,
according
to any rules that can be assigned by human
scirnce.
The knowledge
of the ground-work
of the quality, value, or
rather
exchamgeable
value, leads to the perception
of its origin.
The items of social wealth are invested with value by the necessity
of giving something to obtain them ; and that something is produc.
tive exertion.
When once obtained, when this sacrifice has been
made in the attainment,
the party is really more wealthy;
he has
wherewithal
to satisfy more wants;
and, if the object obtained by
this sacrifice be unsuited to the personal wants of the owner, he may
make use of it for the attainment
of some object of personal desire,
by the way of exchange
for some other product;
which .other product will itself be the result of similar productive exertion ; so thai,
in fact, the exchange will be a mere mutual transfer of the productive
exertion on either side, whereof the two products
_'espectively are
the result.
When a bushel of wheat is given for seven pounds of
coffee, there is a rpere transfer of the productive
agency exerted in
creating the ,one, for that exerted in the creation of the other. _
. It is scarcely necessary to mention, that when bommodities are exchanged,
.tot for one av.othe_, hut for money, the case is nowise varied. No seller ever
takes moneyTor his own consumption, or for any other purpose, than as an objecf
of a second exchange ; so that, in reality, the product sold is exchanged for the
product bought with the price. When a bushel of wheat has been sold for
dollar, and 7 lbs. of coffee bought with tlmt dollar, the wheat has actually beam "
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Wherefore, there is a currentvalue or price established for producffve sex;vice as well as for products. For, if the agency exerted
m the creation of a bushel of wheat can obtain, as its reward, in the
w_[v of C:_change, either a bushel of wheat or se_ien pounds of coffee
indifferently, what is there to prevent its obtaining in the same way
any-other equivalent product, say a yard of cotton cloth, 5 yards of
,ribhpn, a dozen plates, or any thing else/. Should the bushel of
wheat be exchangeable for a less amount of any of these commodities respectively, "die productive agency exerted in the creation of
wheat would be proportionately less rewarded, khan that exerted in
the creation of the specific commodity; and a portion of the former
would be attracted to the latter branch of production, until the
recompense of labour in each department should find its fair level.
Each class of productive agency has a current price peculiar to
itself. If the productive agency exerted in the production of a
. bushel of wheat can obtain for itself but 1-15 of its own product, it
will be entitled to no more than 1-15 of the value of anv other product obtainable by exchange for that quantity of wheat (fdr instance
to 1-15 of a dollar: and so of other products.
Thus it is .obvious, that the current value of productive exertion
is founded upon th%value of an infinity of prodncts compared one
with another ;* that the value of products is not founded upon that of
productive agency, as some authors have erroneously affirmed ;t and
that since the desire of an object, and consequently its value, originates in its utility, it is the ability to create the utility wherein origainates that desire, that gives value to productive agency; which
lue is proportionate to the importance of its co-operation in the
business of production, and forms, in respect to each product individually, what is called, the cost of its production.
The utility of a product is not confined to one human being, but
applies to a whole class of society at the least, as in the case of particular articles of clothing; or to a whole community, as in that of
most of the articles of food that are adapted to human consumption
jn general, without distinction of sex or age. For this reason, the
demartd for a specific object, or product, or act of productive exertion, has a certain degree of extent. The aggregate demand for sugar
in France is said to e_/ceed 500,000 quintals per annum. Even the
• individual demand of a specific product for individual consumption
may be more or less urgent. Whatever be its intensity, it may be
bartered for the c_ffee,and the money that has intervened has withdrawn itself
as completely,as if it had never appearedat all in the transaction. Wherefore
it is quite correct to say, that relative value is aeterminedbythe relationofcommodities-oneto a_other, and not solelyby that of each commodityto money.
*It must not be inferred fromthis passage,that I mean to say, that the productiveagency exerted in raising a product, whosecharges of production have
amountedto a dollar,although it is saleable for 75 cents only, is thereforeworth
but 7_:ents. My positionmerely implies,that this amount of productiveservice has, in-such case, raishd a valueof 75 cents only,though it might have
raised a value of a dollar.
JfRicardo,.Prin. Pol. Ecott. and Taxatlo_
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called by the.g_neral name of demand ; and the quantity mtairrable
at a given time, and ready for the satisfaction of those who are in"
want of the specific ar_icte, may be called the supply or amou,at in
cir_zulation.
""
But this must be understood with some limitation ; for there is no
object of pleasure or utility, whereof the .mere desire may not be
unlimited, since every, body is always ready to receive wh_,tever,ean
contribute to his benefit or gratification.
There must, therefore, be
some bounds to demand.; and the most effectual limitation is, t.he
ability to give some other equivalent product for the object,of desire.
All the porters in a commercial 'city might desire to have a coaeh
and six .for the more comfortable execution of their business, without
raising the price of horses and carriages a tittle. The objects, which
each individual has to give as an equivalent for the object of h_s
desire, are no other than the products of his own productive means,
which are limited even in the case of the most wealthy member of
society.
Wealth is, in all countries, distributed in every degree of gradation, fr_,m the populous level of mediocrity to file solitary pinnacle
of extreme affluence: Accordingly, the'prodtlcts most generally
desirable are really demanded by a limited number" only, becaus'e
they alone have wherewithal to obtain them ; and even their ability
may be mere or less according to circumstances.
Whence it may
be_further concluded, thai the same product or products may be in
greater demand at a lower scale of price, and when attainable by less
productive exertion, although nowise increased in Utility, merely
because accessible to a greater number of consumers; and, on the
contrary, less in demand at a higher scale of price, because accessible
to a smaller number.
•
Suppose that, in Q.seven winter, a method should be hit upon of
manufacturing knit-waistcoats of woollen at 2 dollars each ;,probably
all who should have 2 dollars left, after satisfying, more urgent wants,
would provide themselves with these waistcoats;
but those, who
should have but a dollar and a half left must still go without. If the
same article could be produced at one dollar and a half, these latter
also might all be provided and become consumers ; and the consumption would be still further extended, if they should be produoed at
one dollar only-. In this manner, products formerly Within reach of
the rich alone have been made accessible to almost every class of
soeietv, as in the ease of stockings.
Wl_en a product is raised in price, whether by taxation or otherwise howsoever, the contrary effect is experienced;" the number of
its consumers is reduced ; for it can only be obtained by such as cab
afford to pay for it ; and the ahility to purchase is not increased by
the same eau .sFs,that operate to raise the price. Thus, in England,
the great majoriD-of the population is wholly precluded
from the
• ¢
,-onsumption of vinous liquors, and of many other arucles ; for their
attainment involves so large a sacrifice of products,or of productive
agency, that those only can attempt it, who h_tve a great deal of
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either .to spare. In such cases, not only is,the numbor of consmners
diminished, but the consuinption of each consumer is reduced also.
Though a consumer of coffee may not be compelled, by a rise of its
price, to relinquish that beverage '_altogether, he must at all events
curtail the amount of his consumption ; which is thenAike ttrat of
two individuals, of whom one discontinues, and the other remains
able and _4lling to continue the use of the article.
_" >
. In commercial speculation, as the purchaser does not buy for his
own consumption, he proportions his purchases to what he expects
to sell. Since, then, the quantity he can sell 'depends upon the
price he can afford to self at, he will buy less according as the price
rises, and-more according as it falls.
In poor countries, objects of even the commonest use, and of inferit_r p_ice, frequently exceed the means of a great proportion of the
population. There are countr,ies, where shoes, though cheap, are
out of ,each of most of the inhabitants.
The price of this 6ommodity does 1;9t fa:_ *.c a level with the means of the peol_le; because
that level is sdli bck-,,- the bare cost of production,
l_ut, shoes of
ieather not being absolutely necessary to existence, those who are
unable to procure these, v,.-ar wooden shoes, (sabots) or go barefoot.
When this is unhappily the ,.,se with an article of primary neees.
sity, part of the population _,:ust perish, or at least cease to he .
renewed.
These are the cause_ ,ff a general-nature, that limit the
demand for each product, and for x'l products in general.
In.respect to supply, it consists at _he.whole of any commodity
which the owners for the time being are disposed to part with fo'r
an equiva;ent, in other words, to sell at the current rate, and not
merely of what is actually on sale at me time. The "_vholeof this is
also called the circulating or floating stock. Yet_ strictly speaking.
no commodity is in circulation, except -during the act of transit from
the seller to t'he purchaser, which is almost instantaneous.
But the
bare act of transit has no influence on the terms of the bargain, to
which it is commonly subsequent; it is a mere matter of executive
detail. The point of real importance is, the inclination of the
owner to part with'the object of property.
A dommodity is in circulation, whene_'er it is in quest of a purchaser, whj'ch it may be in
the most urgent l_eed of, without altering its locality in the least.
Thus, the stock in a shop or warehouse is in circulaiion; thus too,
lands, rent-charges, houses, and the like, are said to be in circulat.ion.
and the expression is intelligible enough. Even indi_stry is some.
times in circulation and so,netimes not, according as it is either in
quest of employment, or already employed.
.For ihe same reason, an ol_ject ceases to be in circulation, me
moment it is see apart, either for consumption or for export to another market, or acoidentallv destroyed, or withdrawn by the caorice of it_ owner, or held back.at a price, which amounts to a
_'efi,gal to sell.
Inasmuch as supply consists of those commoditms only, wmea
are to be had at the current price or ordinary rate of the market, a
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commodity raised by the cost of production above that level, will:
c_ase re be produced, or to form part of. the'suppiy. Wherefore,
the _upply will be more _bundant, when the current price is high,
and more scanty when that price has declined.
Besides these universal and permanent limitations of supply and
demand, there are othexs_ of a. casual and transient nature, which
always operate concurrently witl_ the former.The prospect of an abundanl vintage Wlqllower the price of all
the wine on hand, even before a single pipe of the exl_eeted vintagg.
has been brought to market; for the_supply is brisker, and the sale
du!ler, in _consequence of the anticipation.
The dealers "are anxious
to digpose of their stock in hand, in fear of the competition of,,the
new vintage; while the consumers', orr the other hand, retard their
fresh purchases, in the expectation of gaining in prii_e by the'-delay.
A large arrival and immediate sale of foreign articles all at once,
lowers their price, by the relative excess of supply above demand_
On the contrary, the expectation of a bad vintage, or the loss'of.
many cargoes on the voyage, wilt raise prices above the cost of
production.
Moreover, there are some particular lJroducts, which nature or
, human institutions have subjected to monopoly, and thus prevented
from being supplied in equal abundance with those of a similar description. Of this kind are the wines of particular and celebrated
vineyards, lhe soil of which cannot be extended by the extended
demand. So the postage of letters is, in most countries, charged at
a mofiopoly-price.
Finally, whatever be the general or particular causes, that operate
te determine the relative intensity of supply and demand, it is that
intensity, which is the ground-work of price on every-act of-exchange; for price, it w_ll be remembered, is merely the .current
value estimated in-money. The dematv.1 for all objects of pleasure,
or utility, would be unlimited, did not the difficulty of attainment,
or price, limit and circumscribe the supply. On the other hand,
the "supply would be infinite, were it not restricted by the same circumstance, the price, or difficulty of attainment: for there can be no
doubt, that whatever is producible would then be produced in unlimited quantity, so long as it could find purchasers at anv price at
all.
Demand and supply are the opposite extremes' of the beam,
whence depend the scales of dearness and cheapness_ the price is
the point .of equilibrium, where the momentum of the one ceases,
and that of th_ other begins.
-This is the meaning of the assertion, that, at a given time and
place, the price of a commodity rises in proportion to the increase
of the demand and the decrease of the supply, and vice vers?_; or in
other words, that the rise of price is in direct ratio to the"demand,
and inverse ratio to the supply.
The utility of an object, or, what is the same thin'g, the desire to
c,btain it, may possibly'_e unable to raise its price to a level with its
cost of production. In this ease it is not lSrodueed, because its pro-
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du_ion woulcl 'cost more than the?16rodnct would be @orth'. Probably the-price that chviar_" would fetch _t Paris would hardly
equal the charge of producing _t there; for it is so little in request
there, that it scarcely would bring the lowest pri_e that it could be
procurea for, and_consequentlv it is not produced; but e_sewhere, it
_s both produced and consumed in great quantities.
'
When the price of any object'is tegal!y fixed.bel_v the charges off
its production, theproduction of it is diaconffnued, because nobody
is willing toLlabour for a loss: thosE, who before earned their livelihood t_; this branch of production, must die of hunger, if they find
no-tither employment; and those, who Could have purchased the
.product at its natura'l price, are obliged to _o without it. The
establishment of the fixed rate, or maximum, is a suppression of a
portion of production and constunption; that is to say, a diminution
of the prosperity of the communtty_ which consists in production
and consumption. Even the produce already existing is not so properly consumed as it should be. For, in [he first place, the proprietor- withholds it as much as possihle from.the ma_:ket, tn the
next, it passes into the hands, not of those who want it most, but of
thbse who have .most avidity, cunning, and dishonesty; and often
with the most flagrant disregard of natural equity and. humanitr. A
scarcit¢of_zorn occurs; the price rises in consequence;_,et stili it is
possibl__,that tha labourer, by redoubling his exertions, or by an increase of wages, may earn wherewithal to. b_ayit at the market
price. In the mean time, the magistrate fixes corn at half its natara,
price: what is the consequence? Another consumer(who
had already provided himself, and consequently would have bought no
more corn had it remained at its natural priae, gets the start of the
labourer,/rod now, from mere superfluous precaution, and to take
advantage of the forced cheapness, adds to his own store,that pot
tion, which should have gone3o the labourer.
The one ha_ a douMe provision, the other none at all. The sale is no longer regulated
by the wants and means, but by the superior activity of the purchasers. It is, therefore, not surprising, that a maximum of ?rice
on cnmmodities should aggravate their scarcity.
• A law, that simply fixes the price of commodities at the rate they
wou_d naturally obtain, is merely nugatory, or serves only _o alarm
producers a6d consumers, and consequently to derange the natural
p_oportion between the production and the demand ; which proportion. if left to itself, is invariably established in' the manner most
favourable to both.
Hope, fear, malevolence, benevolence, in short, every human pa_
sion or virtue may inflQence the scale of price. But it is the province of" _a6ral science to estimate the intensity of their effect upon
actual price in ewery instance, which is the only thing we are here
to attend to. Neither need we advert to the operation of the causes
of a nature pureIy political, that may operate to raise the price of a
_")k picklemade of the roe of stu_eons, a favouriteconclimentof Russiandiet.
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product above the deg1"ce of its real -utility. For these are of the
same class with actual robber), and spoliation, which come under the
department of criminal jarisprudenee_ although they may intrude
themselves into "the business of the distribution Of wealth:
The
functions' of national government, which is a class oLindustry, whose
result or product is consume d by'the governed as fast as it is produced, may be too dearly paid for, when they get into the hands of
usurpation and tyranrry, znd the people be compelled to contribute
a larger sum than is necessary f-or the maintenan6e of good government. This is a parallel case to that of a producer without competitors, whether he have got rid of-them by force, or by accidental
circumstances. _He may r_/ise his product to what price he will,
even to the extreme limit of the consumer's ability, if his monopoly
be seconded by authority.
But it is the province of the political
philosopher, and not of the political economist/to teach us how 1his
evil may be avoided. In like manner, although it be the proyince
o¢ ethics, or of the knowledge of the moral qualities of.man, to teach
the means of ensuring the good conduct of mankind, in their mutual
relations, yet, whenever the intervention of a superhutnan -power
appears necessary to effect this purpose, those who ttssume to be the
interpreters of that power must be paid f_r their service. If theii
labour be useful, its utility is an immaterial product, which has a
real value; but, if mankind be nowise improved by it, their labour
not being productive of utility, that portion of the revenues of so
ciety, devoted to their maintenance, is a total loss; a sacrifice with
out any return.
With the most earnest wish to-confine myself within my subject
it is impossible to avoid sometimes touching upon the confines o!
policy and morality; were it only for the purpose of marking out
their points of contact.

CHAPTER If.
TFIE SOURCES

OF REVENUE.

I'r has been shown in Book I., that products are raised by tl_e
roduetive means at the comPnand of mankind, that is to say, bv
uman industry, capital, and natural powers and agents. The products thus raised, form the revenue of thosepossessed of these means
of production, and enable them to procure such of the necessaries
and comforts of existence_ as are not frith;shed gratuitously, either
by nature, or by their fell6w-ereatures.
The exclusive right to dispose of revenue _s a consequence of the
exzlusive right, or property, in the means'of production; _ind such
of them, a_ are not the subject of human appropriation, are not eitlmr
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items of productive means, or sources of revenue ; they form no part
of human wealth, which implies appropriation 'and exc!usive ])ossessidn ; for there is no such thing as wealth, unless where property
is known and established, and where possession is both acknowledged and secured.
The orion or the justice of the right of_propertv, it is unnecessary
to investi___ate,in the study of the nature, and progress of human
wealth..Whether
the actual owner of the soil, or t_e person from
whom he derived its possession, have obtained it by prior occuancy, by violence, or by fraud, _can make no difference whatever
the "business of t_e production and distribution of its product or
revenue.
Perhaps it is scarcely necessary to remark, that property in that
class of productive means, which has been called human industry_
and inAhat distinguished by the general name of capital, is far more
sacred and indisputabl e, than in the remaining class of natural
•powers and agents. The industrious faculties of man, his intelligence, muscular strength, and dexterity, are peculiar to himself and
inherent in his nature. And capital, or accumulated produce, is the
mere result of human fruga]ity and forbearance to exercise the
faculty of consuming, which, if fullv exerted, would have destroyed
products as fast as they were created, and these ne_er could have
been the existing property of any one ; wherefore, no one else, but
he "who has practised this self-denial, can claim the result of it with
any" show of justice. Frugality is next of kin to the actual creation
of products, which confers the most unquestionable of all titles to
the property in them.
These sev.eral sources of production are some of them alienable,
as land, implements of arts, &e. ; and some inalienable, as personal
faculties. Some also are consumable, as are all the items of floating
capital; others, inconsumable, as land. Some, too, there are, that
are neither alienable nor consumable, yet are capable of destruction,
as the human faclalties, intellectual and corporeal, which vanish with
human existence.
Such as are capable of consumption, as, for instance, the floating
values, whereon production expends its energies, may he consumed
either in such _aanner as to occasion a re-production, in which case
they will still constitute a part of the means of production; or in
strch manner a, to yield no further production, in which case they
cease to form any part oI"those means, and are dex'oted to pure destru_ction, more or less rapid.
Although revenue, as well as the sources of production, is a constituent part of individual wealth, vet no one is reputed to reduce
his fortune by the consumption of'his revenue only, provided that
he does not encroach upon his productive meails; because revenue
is a regenerating product, whereas the means of production, so long.
as they continue to exist, are a constant and perpetual source of new
products.
The currefit value of these appropriable sources of producuon is
25 *
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' established on the same principles, as that of all -o"therobjects; that
is"to; say, by the conflicting influence of supply and demand.. The
on .ly.remark that need be made upon it is, that the demand does not
originate in the enjoyment anticipated from the immediate use of
the particular source _ for a field or an implement of trade yields to
the owner no Airect enjoyment, w-hich is capable 9f estimation; their
value has. reference to the value ' of the product they are capable .of
raising, Which itself originates .in the milky of that product,,or the
satisfa'ction it may' be capable .of affording.
With regard to those sources,_ that are inalienable, as are the
"human faculties of mind and body, they c_in never be the subject of
actual exchange, and their value is a matter of mere/nental estima.
tion, grounded upon the value they may be capabl_ of producing
Thus the productive means of this description, which yield to ar_
artisan the wages of 1 dollar a day, or of 865 dollars aye@, may
be reckoned equivalent to a vested capital yielding an equal annu_._
Tevenue.

And now that we have taken this general and cursory view of
the sources of production and of revenue in the abstract, we may
enter vpon a more minute analysis of flieir nature, which will lea_t
us into the labyrinth of the _ience of political economy, and furnish
us with a clue to some of its most intricate windings.
The immediate result of these sources is not, strictly speaking," a
product, but a productive service that helps us to a produe,t. Froduets should, therefore, be et)nsidered as the result of an interchange
of productive service on the one hand, mad the actual products on
the other, subsequently to which, revenue appears for the first time
in the shape of products; and these again may be exchanged for
other products, into which .latter form the same revenue will then
be converted.
.
The conception of this mattdr will be rendered clearer by a practical illustration. A piece of arable" land yields an annual product,
sa.v of 800 bushels of wheat, _qhereof 200 bushels more or less, may
be considered as resulting from the ageneyof the capital and industry employed in its eulti_,ation, and the remaining 100 bushels
as resulting from the natural productive powers of the soil. The
revenue, yielded by the land to the proprietor, will have appeared
first in the way of concurring productive service afforded by the
object of propertv,.the ]and: which productive service witl have
been transferred or lent to the cultivator for the su_ of 100 bushels
of wheat, and this will be the first act of exchange.
If these 100
bushels of wheat be converted h_to specie, either b)_ the'prop4"ietor
himself or by the cultivator on his behatf, and in consequence of a
mutual arrangement, this specie will still be the same identical
revenue, though under the secondary form of money.
This analysis will conduct us to a knowled_me of ihe reol value c4"
revenue, which falls in with the general definition of value given
m the preceding chapter, namely, the amount of other objects
obtainable by exchange for the object of inteMed transfer
What,
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then, ,_s the object of transfer, ,for which revenue _is given in exchange ! why, the productive service of those n:leans, that the receiver-of revenue may be possessed of. And what is' obtained by
_the primary act of exchange, which we designate production,? wiry,
products. .Wherefore, tile value of revenue is large in proportion,
not to tile value, but to the quantity of the product obtained, to the
sum total of u_ililv created.
Thus we find, that the ratio of national revenue, in the aggregate,
is de_ermined by the amount of'the product, and not by its value.*
It is not so with individual revenue; because a variation in the relative "value of different .products will operate to swell that of one
individual, or class, at the expense of another.
Could each member of society live on the primary products
whereof his reveflue is composed, the relative degree of revenue
would, like that of nations, in the aggregate, depend ul_n the
amount of the product, upon the sum of utility created, and not
upon its exchangeable value. But, in a state of society at all
elevated above barbarism, this is it _possible; each individual
consumes a much less quantity of his own peculiar product, than
of those of other people, which he buys with his own. The grand
point, therefore, of individual importance to the producer, is, the
quantity of product not of his own creation, which he may be able
to ]Jrocure with his own productive means, or with the products
created by their agency.
Suppose, for instance, the land, capital,
and personal faculties of a particutarSndividual to be engaged in the
cultivation of saffron; as he will probably himself c6rrsume little or
no _affron, his revenue will consist of such other objects, "as his
annual crop of safli'on can be exchang_ed for; and the ratio of that
revenue Will be elevated by a rise in the price of saffron ; while that
of the consumers of that article will be proportionately reduced to
the full extent of the rise of its pric_. On the contrary, their revenue will be augmented in like manner by a fall of its price, to the
preiudice of the revenue of the grower.
]_very saving in the charges of production, that is to say, every
saving in the productive agency exerted to raise the same product, _s
a_ increase of the revenue of the community to an equal extent ; as,
for example, the contrivance to raise as much upon one acre of land
as before upo_ two, or to effect with two days' labour, what before
required as much as four; for the productive agency thus released
may-be directe_l to the 3ncrease of production. (a) And this acces*'Hence the futility of any attempt to comparethe wealth ofdifferent nation_,
of France and England forinstance,by comparisonofthe value of their respective
national products. Indeed, two valuesare not capableof compasison,when placed
at a distance from each other. The only fair way of comparingthe wealth of
one nation with that of another,is, by a moral estimate of the individualwelfare
.in each respectively.
(a) And will be so for tlae most part, though net entirely, wi_exeverthe memI,ersof the eom,munityhave no other hopeof subsistence,than fromthe product
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sion of revenue will accrue to the individual benefit of the contriver,so long as the eontrivanee
can be confined to his own knowlecJge;
"but to that of consumers at large, as soon as the nolorie"ty shall have
awakened
competition,
and obliged, him to limit his profits to _the
actfia_ .charges of .production.
However
revenue may be transformed
by the various acts of
exchange,
coramencibg
with the Froductive
agency, which is tt_
primitive
exbSbition of revenue, it remains the sam_ in substance,
until'the mon_ent_ of its ultimate cx)nsumption.
The revenue yielded
by an acre o_ arable land remains, in reality, the same, both after its
prima_y exchange, by the act of production,
into the form ofwheat,
and after its secondary _transfqrmation
into silver coin, evefi althougll
the wheat have been consumed by the purchasers.
But, as Soon as
the revenued
individual
converts
his silver coin into an o_ject _f
consumption,
and that object_is
simply consumed, the value of his
revenue
thenceforth
ceases to exist, and is destroyed
and lost,
although
the silver coin, whose form it once assumed, continue in
existence..
It must not be imagined still to exist in the hands of the
_emporary holder of the coin, although lost to'the receiver of revenue; but is equally lost to mankind at large; for the actual holder
of the coin must have obtained possession of it by the transfer of
other -revenue of his o_na, or of some source of revenue before in
Iris own possession.
When revenue is added to capital, it thenceforth
ceases to be
revenue, or, as such, to be capable of satisfying the wants 6f" the
proprietor ; it can only yield an increased revenue, being an item of
productive
capital, consumable
in the manner of capital, that is to
say, Jn such way as to yield a product in exchange and return _for
the value consumed.
When capital or land,or personal service; is let out to him, its
productive
power is transferred
to the renter or adventurer
in production, in consideration
of a gNen amount of products a_reed upon
beforehand.
:It is a sort of speculative
bargain, wherein the renter
takes the risk of profit and loss, according
as the'nevenue
he may
realise, or the product obtained by the agency transferred,
shall exceed or fall short of the rent or hire he is to pay. Yet one revenue
only can be realised.; and, _laough a borrowed capital may _eld to
of their own productive means ; for the whole surplus of revenue thus e'reated, is
sure to go, in the end, to the appropriators of the natural _ourees of production;
leaving those, whose productive means are merely personal, to employ them upon
some other object, or upon an enl_ged prodncUon of the same object. -And this
is a complete answer to the position of Sismondi and Malthus, that economy of
human productive exertion makes the multiplica{ien of unproductive consumers,
not only probable, but nece_ary.
But where a poor-law or monastic estabhshment provides'for the subsistence of the human agency thus rendered superfluous_
there will probably be no incroase of'national revenue consequent upon a*'savi_g
_f productive agency; for the surplus labour is thereby released from the necessity of exertion in some other channel. With such institutions, tim enlargement
_f productive power by machinery or otherwise may be very great, v;'ithout any _largement of national production, revenue, or wealth. T.
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"the adventurer an annual product of 10 per cent instead of 5 per
ce_(t, whidh he pays in the shape of inlerest, yet the i'evenue of the
capital, the productive'service it affords, will not be 10 per cent. ; for
in that gross product is included the recompense of the productive
agency, both of the capital and of the industry that has turned it to
accounL
The actual revenue of each individual is proportionate to the
quantity _f products at his disposal, being either the immediate fruit
of his productive meatus, or the result.of those transformations from
its primitive state, which his revenue may have undergone, until it
have assumed the shhpe Of the ultimate_object of his consumption.
The ratio of that quantity, or of utility inherent in it, can only be
estimated from its current price in the dealings of mankind, tn
this sense, the revenue of an individual is equal to the value derived
from his productive means; which value, however, is the greater,
in respect to the objects of his consumption, in proportion to the
cheapness of those objects, which augments his command of other
than his own immediate products.
In like manner, the revenue of a nation is the more considerable,
in proportion to the intensity of the value whereof it consists, i. e.
of ihe value 6f its aggregate i_roductive powers, and to its high'relative degi'ee to the value of the objects of external attainment. The
value of productive agency must be high, even where that of products is low; for it should he ahvays recollected, that, since the intensity of value depends upon the quantity of objects obtainable in
exchange, revenue, or, in other words, the agenc3_ of the national
sources of production, is large, in proportion to He abundance and
cheapness of the products derived from them.

CHAPTER HI.
OF REAL AND RELATIVE

VARIATION

OF PRICE.

Trm price of an article is the quantity of money it may be worth;
current price, the quantity it mav be sure of obtaining at the particular place. Its locality is mmerial, for the desire of a specific
object varies in relation to the quantity procurable according to the
locality.
The-price obtained upon the sale of an article represents all other
articles procurable with that price. To say, that the price of an el:
of broad-cloth is 8 dollars, implies, that it is exchangeable either for
so much coined silver, or for so much of any other product or prc
ducts as may be procurable with that sum. Money-price is selected
for the purposes of _n illustration, in preference to price in corn
moditles at large, merely for greater simplicity ; but the real and ulti
mate object of exchange is, not money, but commodities.
2N
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Price, in this sense, may be divided into buying price and selling
price ; that is to say, the price given to obtain possession of an object,
•and the price obtainable for the relinquishment of its possession. The price paid for every, product, at the time of its original attainment or creation, is, the .charge of the productive agency exerted,
or the cost of its production._
Tracing upwards to this original
price of a product, we unavoidably come to other products ; for the
charge of productive agency can only have been _tefrayed, by other
products. The daily wages of the weaver engaged in producing
broad-cloth are products ; they consist either of lhe articles of his
daily subsistence, or of the money wherewith he may procure them.
hoth which are equally products. Wherefore the production, as
well as the subsequent interchange of products, may he said to resolve itself into a barter of one product for another, conducted upon
a comparison of their respective current prices: But there is.one
important particular, that requires the most assiduous attention, the
neglect o1: oversight of which has led to abundance of error and
misrepresentation, and has made the works of many writers cfilculuted only to mislead the students in this seierice.
An ell of broad-cloth, that has, in .the production, required the
purchase of productive agency at the price of 8 dollars, will have
cost that sum in the manufacture; but if "three-fourths only of that
prodt_'tive agency can be made to suffice for its production ; if, supposing one kind of productive agency only to be requisite, 15 instead of 90 days' labour of a single workman be enabled to complete
tile product, the same ell of broad-cloth will cost 6 dollars to the
producer, at the same rate of wages. In this case the current priceof human productive agencywill have remained the.same, although
the cost of production will have varied ha the ratio of the differetme
between 6 dollars and 8 dollars. But, as this difference in'the relation between the cost of production and the current price of the
product holds out a Wospect of larger profit than ordinary in this
particular channel, it naturally attracts a larger proportion of productive agency, the exertion of which, by enlarging the supply,
reduces again the current pl;iee to a level with the bare cost of production.t
This kind of reariation in the price of a product I shall call real
variation of price, because it is a positive variation, involving no
equivalent variation in the object of exchange, and both may, and
actually does occur, without any cotemporaneous .variation of the
price, either of productive agency, of the products wherewith it is
recompensed, or of those, for which the specific object of this real
variation is procurable.
* Vide Wealth of Nations, booki. e. 5.
" The cost of productionis what Smith calls the naturalprice of products,as
contrastedwith their current or marketprice, as he terrrmit.'Btlt i;tresults from
wlmthas been saidabove,that every actof barter or exchange, atno_gthe rest
ev.enthat impliedin theact of production,is conductedwith referenceto current
price
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It is otherwise with regard to the variation of price of products
already in existence one to another, without reference to their respective cost of production.
When 'the wine of the last vintage
that a naonth beibre sold at 40 dollars the tun, wilt fetch no more
thafl 30 dollars, money and all other objects of desire to the winevender have actfially advanced in price to him; for the pl:oduetire
_gency exerted in raising the wine, receives a recompense of but 80
dollars, instead of 40 dollars in money, and of commodities in-a like
._roporfion, which is an abatement of ¼; whereas, in the instance
above cited, an equal amount of productive agency will" receive an
equal recompense in all other products; for a degree of agency,
whi6h has both cost and received 6 dollars, will be equally well paid
wkh one that cost and received 8 dollars.
In the forme_:rcase, then, of a real variation, the wealth of the
community will have received an accession ; irr the latter, of relative
variation, it will have remained stationary ; and for this plain reason ;
because, in the one case all the purchasers of cloth, will be so much
the richer,,without the seller being any poorer; while in the other,
the gain of the one-class will be exactly equipoised by the corresponding loss of the other. In the former ease, a larger amount
of prqducts will be procured with an equal charge of productidn,
and without any alteration in the revenues of either buyers or sellers:
there will be more actual wealth, more means of enjoyment, without ar_y increased expenditure of produdtive means; the aggregate
utility will be augmented; the quantum of products procurablc lbr
the same price will be enlarged; all which are but varied expressions of the same meaning.
But whence is derived this accession of enjoyment, this larger
supply of wealth, that nobody pays for ? From the increased command acquired by human intelligence over the productive powers
and agents presented gratuitously by nature. A power has been
rendered available, for human purposes, that had before been not
known, or _aot directed to any human object; as in the instance of
wind, water, and steam-engines : or one before known and available
is directed with superior skill and effect, as in the case of every improvement in mechanism, whereby human or animal power is assisted or expanded. The merk of the merchant, who contrives, by
good management, to make the same capital suffice for an extended
business, is precisely analogous to that of the engineer, who simplifies machinery, or renders it more productive.
The discovery of a new mineral, animal, or vegetable, possessed
of the properties of utility in a novel form_,or in a greater degreeof
abundance or perfection, is an acquisitiori of the same kind. The
productive means of mankind were amplified, and a larger product'
rendered ,procurable by an equal degree of human exertion, when
indigo was substituted for woad, sugar for honey, and cochineal fol
the Tyrian dye. In aU these instances of improvement, and those
of a _imilar nature that may be hereafter effected, it is observable,
:-',hat. since the means of proi:tuetioff placed at the disposal 'of man.
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kind become in 'reality more powerful, the product
increases
in quantity, in proportion
as it dimhfishes

B_x II
raised alway._
in'yalae.
We

b.'haAll
presently
the be
consequences
this all
circumstance.*
,
•
fall
of'price seemay
general and ofaffect
commodities
at once
;
or it may be partial and affect certain commodities
only ; .as ! shall
endeavour to explain by example.,
Suppose that, when stockings were made by knitting only, threadstockings, of a given quality, amounted to the price of l'dollar
the
pair.
Hence, we should in,r, that the rent of t'he land whereon the
flax was grown, .the profits hpon the labour and capital 'of the cultivators, those of the flax-dresser
and spinner, with those h'kewise of
the stocking-knitter,
amounted
altogether
to the sum of. a-dollar for
each pair of _tockings.
Suppose that, in consequence
of the invention of a stocking-machine,
1 dollar will buy two pair of stockings
instead of one. As the competition
has a tendency
to bring the
price to a level with the cost of production, we may infer from this
reduced price, that the outlay in land, capital, and labour, necessary
to produce two pair of stockings, is still no more than 1 dollar; thus,
with equal means of production,
the product raised is doubled .in
quantity.
And what is a.convincing
proof that _ this fall is positive,
_s the fact, that every person, of what profession soever, may thenceforward obtain a pair of stockings with half the quantity of his own
p_.rticular product.
A capitalist, the holder of 5 per cent. stock, was
before obliged to devote the annu_tl interest of 20 dollars to the purchase of a pair of stockings ; he now gives the interest of 10 dollars
on}y. A tradesman
selling his sugar at 83½ centsrper.lb,
must before have sold 3 lb. of sugar to buy a pair of stockings, now he need
but. _sell 1½, lb.." he therefore
sacrifiGes in the pair of stockings
o'nl.y
half the means of production
he formerly devoted to the acquisition
of the same object.
We have hitherto supposed this product alone to ha_.e faller_ in
price.
Let us suppose two products
to fall, stockings
and sugar:
that by an improvement
of commerce,
1 lb. of sug_ir cost 22 cents
instead of 33 cents.
In this case all purchasers
of sugar, incl/ading
the' stocking-maker,
"whose product has likewise -fallen, will sacrifice,
in the purchase of 1.lb. of sugar, but half the productive
means,
which they before allotted for that purpose.
The truth of this position may be' easily ascertained,
When sugar,
was at 38½ cents per lb. and stockings at a dollar the pair, the stock* W'ithin the last lrundred years, the improvements of industry, affected by
the advance of human knowledge, more especially in the department of natural
science, have vastly abridged the business of "producnon, but the slow progross
in moral and pohticat science, and particularly in the branch of social organisation, has hitherto prevented mankind from reaping the full benefit of those imorovements. Yet it would be wrong to suppose they.have reaped none at all
_I'he pressure of taxation has indeed been doubled, tripled,.or even quadrupled ;
yet population has increased in most countries of Europe ; which is a'sign, that
a imrtion at least of the increase of products has fallen to the lot of the subject;
and the population, besides being augmented, is likewiso better lodged, elothed,
and conditioned and I believe better fed top, than it was a century ago.
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ing-maker
was bbliged to sell one pair of stockingsl before he could
bray 8 Lb_ of sugar : and, as the charges
of producing this pair of
"stockint, s were one dollar, he in reality bought 3 lbs. of sugar at the
price o(a della/" value in his own productive means ; in like manner
as the grocer bought a pair of stockings for 3 lbs. of sugar, that is
to say, in his case also, for one dollar value of his peculiar productive means.
But when both these commodities have fallen to half
thear price, one 'pair only, or productiv'e
means equivalent
to 50
cent_, would-buy
3 lbs. of sugar ; and 3 lbs: of sugar, procurable
at
a charge of prqduction amounting
to 50 cents, will suffice to purchas_ a pair of stockings.
Wherefore,
if two kinds of products,
which we have set "one against the other, and supposed to pass in
exchange
the One for the other, can both have fallen in price at the
same lime, are we not authorised to infer, that this fall is a positive
fall, and has no reference
or relation to the prices of commodities
one to another ? that commodities
in general may fall at one and the
same time, some more, some less, and yet that the diminution of
price may be no loss to any body ?.
• tt is for this l_ason, that, in modern times, although wages stand
in nearly the same relation to corn as they did four or five hundred
years ago, yet the lowerrclasses
now enjoymany
luxuries, that were
then.denied
them; many articles of dress and household
furniture,
for instance, have suffered a real diminution of 'value ; and that the
same individuals-are
more scantily supplied with others, as with
bmcher's
meat and gdme_ because they have sustained a real irtcreasd of value.
Every saving" in the cost of production
implies the procurement,
o either of an equal product by the exertion of a smaller amount of
productive agency, or of a larger product by the exertion of equal
agency, which are both the same thing ; and it is sure to be followed
by an enlargement
of the product.
It may be thought, perhaps,
that this_incrdase of production may possibly take place whhout any
corresponding
increase
of demand;
and, therefore,
that the price
* I-find in the Reeherches of Dupre de Saint Maur, that in 1842,' an ox was
sold from 10 to 11 litres tournois. This sum then contained 7 oz. of fine silver,
which was worth aboat 28 oz. of the present day ; and 9..8oz. of our present money,re coined into 171ft. 30 c., (32 dollars,) which is lower than the price of
an ordinary ox. A lean ox bought in Poitou for 300ft., and afterwards fatted in
Lower Normandy, will sell at Paris for from 4.50 to 500 fr. (_4 to 93 dollars.)
Butcher's meat has, therefore, more than doubled in price since the 14th century ; and probably most other articles of food likewise ; and, if the labouring
classes had not at the same time been greatly benefited by the progress of indus,ry, and put in possession of additional sources of revenue, they would be worse
Tedthan in the time of Philip of Valois.'
This m_y be easily explained. The growing, revenues of the industrious
_laases have enabled them to multiply, and consequently to swell the demand for
all objects of food. But their supply can not keep pace with the increasing demand, because, although the same surface of soil may be rendered more produe.
tire, it can not be so to an indefimte degree ; and the supply of food by the channel of external commerce, is more expensive than by that of internal agriculture
on account of the bulky nature of most of the articles of aliment.
26
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current of the pr6duct .may fall below the cost. of'its production,
even on its reduced scale. ,But this is,a groundless
apprehension;
for the fall of price tends so strongly to expand the sphere of con:
sumption, that, in all the instancbs I hav:e been able .to meet with,
the increase of demand has invariab!y
outrun the increasing powers
of an impro_'ed production,
operating
upon the same productive
means; so that eve/'y enlargement
of the power of productive agency
has,created
a demand'Jbr
more of that agency, in'the preparation
-of the product cheapened by the improvement.
•
Of this a strJkihg example has been afforded by.the inventiDn :of
the art of printing.
By this expeditiousmethod
of multiplying the
copies o_ a literary work, each.copy
costs but a,twentieth
part.- of
whal was before paid for manuscript;
an equal intensity
of total
demand, would, therefore, take offonly twenty times the number of
copies ; but probably it is within the mark to say, that a htmdrea
times as many aTe taow eonsumed.
So that, where there-was
formerly one copy only of the value of 12 dollars of preient money,
there are now a'hundred
copies, the aggregate
,_'aluo of w.hich is 60
dollars, though that of each single copy be reduced to I_PA}. Thus
the reduction of price, consequent
upon-a real variation, does not
occasion even anominal
diminution of wealt'h.*_.
On the other hand, and by the rule, of contraries,
as a real advance of price must always proceed from a deficiency in the product
raised by equal productive means, it is attended by a diminution in
the general stock of wealth;
for the rise of price upon each;portion
does not eoumerpoise
the i'eduetion that takes place in the tota
quantity of the commodity ; .to say nothing of the greater relative
dearness of' the object of consumption
to the consumer, and of his
consequent impoverishment
in comparison.
Suppose a murrain,
or a bad system of management,
to cause a
scarcity, of any kind. of live stock, of sheep for instance, the pri,qe
will rise, but not m proportion to the rednetion
of the supply ; because in proportion as they grow dearer, the demand will decrease.
If there were but one-fifth of the present number of sheep, it is very
probable their price would advance to no more tha_ double ; so, tha.
in place of five,sheep, which might together be woi, th 20 dollars at
4 dollars each, there would remain but one yalued at _ dollars.
The diminution of wealth in the article of sheep, notwithstanding
the increased
price, must therefore
be computed at 60 per cent.,
which is e'onsiderably
more than a moiety.t
• Our data in relation.to the products of former times are too few to,enable _
to deduce from them any precise result ; but those at all acquainted with the
subject will see, that, whether over or L)nder-stated, wilt make no difference in
the reasoning. The stati.Ct,ic researches of the present generation will provide
future ages with more accurate means ofeMculation, hu_ will add nothing to the solidi_ of the princit)les upon which it must.be Ihade.
_"Of this nature are the evil effects offtax_tion, (especially if it be exorbitant )
upon the general wealth of the community, independently of its effects ,upon the
individual assessed. The cost of production, and consequently the real price of
commoditms, are-aggravated thereby, and their aggr%_ate vaJ'ue.diminish_d.
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•Thus, _lt maybe affirmed, that every real reduction of price,
instead of reducing the nominal value of produce raised, in point of
fact, augments it; and that a rehl increase of price re_tuces, ins_ead
of' addiug to the general wealth ; to say nothing of the quarttum of
human, enjoyment, which in the former case i_ multiplied, and in the
latter abridged.
_Besides it would beta capital error to imagine, that
a real fall -of price, or ir_ other wor'ds, a reduction in the l_'ice paid"
to productive
exertion, occasions
as much loss to the producer as
gain to the consumer.
A veal depreciation
of commodities
is a
benefit to the consumer, without curtailing
the profits of _he producer.
The stocking-maker,
who for, one dollar manufactures
two
pair 6f stockings instead of one, gains as much upon that sum as if
rt were the price of a single pair.
The landed proprietor
receives
the same rent, although, by a better rotation of crops, the tenant
should multipty and cheapen the produce
of" his land.
Whenever,
without additional
fatigue to the labourer', means are devised to
double the quantity of work he can perform, the ratio of his daily
gains is not reduced, although his product is sold at a lower price.*
This wilt serve to confirm and explain a maxim, which has been
hitherto imperfectly
understood, and even dispt_ted by many writers,
and sects of political reasoners;
namely, that a country is rich and
plentiful, in proportion
as the pri@ of commodities
is low.t
For argument's
sake, I will put the matter in the most favouraole
light for those who dispute this maxim, and suppose them to urge an
extreme case, namely, that,, by successive economical
reductions, the
charges of production are at len_h reduced to nothing ; in which
case, it L evident there can_no longer be rent for land, interest upon
• I have met with persons, who imagined themselves adding to national wealth
by favouring the production of expensive, in preference to that of cheaper articles.
In their opinion, it is better to make a yard of rich brocade than one of common
sarsenet. They do not consider, that, if the former costs four times as much as
the latter, it is because it requires the exertion of four times as much productive
agency, whmh could be made to pr_uce four yards of the latter, as easily as one
of the former. The total value is the same ; but society derives less benefit ;.for
a yard of brocade tl2akes fewer dresses than four yards:, of sarsenet. It is the
graM-curse of luxury, that it ever presents meanness in company _'ith magnificence.'
, Jf.Dupon_ de Nemours (PhyMoeratie. p. 117.) says, th'at"it must not be supposed, ttmt the cheapness of commodities is advantageoas to the lower classes ;
forthe xeduetion of.prices lessens the wages of the laboure_, curtails hm comthrts, and affords him less wQrk and lucrative occupation." But theory and
practice both.c0ntrovert this position. A fall of wages, occasioned solely by a
fall re.the price of commodities, does not dirhimsh the comforts of the labourer,
and, inasmuch as the low prme of wages enables the.adventurer to produce at a
less expense, It tends powerfully to promote the vent and demand for the pro
duce of labour.
Melon, F orbonna_s, and all tlm partisans of the exclusive system, or balance
of trade, concur with the economists in th4s erroneous opinion ; and it has been
re-affirraed 'by Sismondi, in lns Nouveaux Prin. d'E('oT_. Pol. liv. iv. c. 6. ;
where the lowe_:price of'products is treated as an advantage gained by the consumer upon the producer, in despite of the "obviousimpossibility of any loss to the
labouring or other productive classes, by a reduction tantamount only to _e
saving in the co_t of _oduction.
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capital, or wages 0n labour, and consequentl._% h o longer any revenu_
'to th_ l_roducti_,'e classes.
What then ?. Why then, I say, the_e
c,asses would no Longer exist.
Every object of human want would
stand in the same predicament
as the air or the water, which "are
consumed without tbe, necessity of being either prufluced
or pRrchased.
In like manner as every one is rich enough to provide himself with air, so would he be to provide himself with every other
imaginable product.
This would be the very acrne of Wealth.
Political economy would no longer bd a science ; we should have no
occasion to learn the mode of acquiring wealth ; for'_'e should find
it ready made to our hands.
•Alth°ugh
there be no instance of a product failing to nothlng_ in
prize, and becoming
worth no more than-mere
water, yet soma
kinds have undergone prodigious abatements ;"as fuel in those :pLaces
where coal-pits have been d_seovered;
and such abatements
are so
many ap.proximafio.ns to that imaginary state of complete abundance,
I have just been speak, irig of.
If different commodities
have fallen in different ratios, some more,
others less, it is plain the wmust have varied in reLativevalue
to
each other.
That which has fallen,sto¢_kings,-for
instance,'hhs
changed its value reLativcqy to that which has not fallen, as butcher's
meat; and such as have fallen in equal propol:tion, like stockings
a._xt sugar in our hypothesis, have varied in rea7 though not in relatwe value.
_I'here i, this difference between a real and a relative variation of
price : that the former is a change of value, arising from an alteration of the charges of production ; the Latter, a cha_lge, arising from
_n alteration
of the ratio of value of one particular
commodity
to
other commodities.
Real variations are beneficial to bu-yers, without injury tosellers;
and vice.ve.rs_;
but in reLatLve ones, whla_ is
gained by the'seller
is lost by the purchaser,
and vice vers_.
A
dealer, having in his warehouse
100,000 lbs. of wool at 20 cents per
lb., is worth 20,000 dollars;
if, by reason of an extraordinary
demand, woo] should rise to 40 cents'per lb., that portion of his capital will be doubled, but all goods brought to be exchanged for wool
will lose as much in relative value as me wool will gain.
-A person
in want of 100 ]bg. of wool, who could before have obtained it by
disposing, say of 20 bushels of wheat valued at 20 dollars, must now
dispqse of 0,vice that quanti_'.
He wilL lose the 20 dollars gained
by the wooL-dealer;
and the nation be neither enriched
nor irapoverished.*
* The _,arl of Lauderdale published in 1_07, a work, entitled, "R2searehes on
the _ture and Origin of Public IVe_lth'. and on the Causes mlffch.concur.in
its btereas_e;" the whole reasoning' of whi6h is built on this erroneous prop6sltion,
that the scarcity eta commodity, though it di.minish the wealth of sbeiety in the
a_,o-rec,ate, auc,ments that of"individuals, by incre_ing the value of"that eommo,lily in the hands of its possessors. Whence the author deduces the unsound
conclusion, that national, differs in principla £r'om in_tividual wealth. He has
not]_erc_',.ved, that, whenever a purchaser is obliged to make the acqhisition by
lhe sacrifice of a greater value, he loses just as much as the seller gains; ann "
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When sales of this kirid take place between only nation and another, the nation, that sells the commodity,
which has advanced
in
relati4"o price, gains to the amount of the advance, and the purcha_
trig nation loses precisely to the'same
exteat,
Such a rise of price
adds nothing to the general sfock of wealth, existing in the world,
which can only be enlarged by the t)roduction
of some new utility,
that rfiay become4he
object of price or estimation ; whereas, in other
cases, one always loses what another gains : and so it is with all
kinds of jobbing transactions,
founded upon the fluctuations of prices
one upon another.
In all probability,
the time is not very distant, when the European states, awake at length to their real interests, will renounce the
costly rights of colonial dominion, and aim at the independent colonization of those tropical regions nearest to Europe-; as of some
parts of Africa.
The vast cultivation of what are called colonial
products, that would ensue, could not fail to supply Europe in the
greatest
abundance,
and probably at most moderate prices.
Suc_
merchants
as shall then have stock on hand, purchased
at the old
prices, certainly will make a loss upon that stock; but their loss will
be a clear gain to the consumer, who will for a time enjoy this kind
of'prochace, at a price inferior to the charge of production ; the ruerchants will gradually replace their dear-bought
produce, by other of
equal quality, raised "with superior intelligence ; and the consumer
will then reap the advantage
of superior cheapness
and multiplied
enjoyment, with no loss to any body ; for the merchant will both buy
and sell cheaper;
and human industry will hav,e made a rapid stride,
and opened a new road to affluence and abundance.*
that every operation, designed to procure this kind of benefit, must occasion to
one party a loss, equivalent to the gain of another.
He likewise refers this imaginary difference between the principle of public
and of private wealth to this circumstance; that the accumulation of capital,
_rhich is an advantage to in&vidual, is detrimental to nahonal wealth, by obstructing tho consumption, which is the romulus of industry. He has fallen into
the very common error of supposing, that capital is, by accum_alatio'n, withdrawn
'from consumption ; whereas, on the contrary, it is consumed, but in a re-productive way, and so as to afford the means of a perpetual recurrence of purchase,
which can occur but once in the case of unproductive consumption. Vule Book
III. infrd. Thus it is, that a single error in principle, wtiates a whole work.
The one in question is built upon this unsound foundation ; and, therefore, serves
only to multiply, instead of reducing the intricacies of the subject. (a)
. * The vast means at the disposal of Napoleon might have been successfully
directed to this grand object, and then he would h_ve left the reputation of having contributed to eiwhze, enneh, and people the world ; and not of having beea
(a) The error of Lauderdale ia analogous to th_ of Sismondi and of Malthus,
and arises from the notion, that an extension of productive power makes an
extension of nnproduetive consumption necessary ; whereas, it is thereby rendered possible, or at the utmost probable only. The state, as well as its sul_jeets, may consume in a way eondncwe to the further extension of productive
poker, and the _tate, like an individual, is powerful _nd wealthy in proportion
to the extent, of the productive sonrees in its possession, anti to tie fertility of
those sources. T.
26 _
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CHAPTER IV.
• OF

NOMINAL

VARIATION
OF

OF

PRICE,

BULLION

AND

AND

OF

OF

THE

PECULIAR

VALUE

COIN.

IN treating of the elevation and depression of the price of commodities, although value has been expressed in money, no notice
has been taken of the value of money itself; which, t6 say the truth,
plays no part in real, or even in relative variation .of the price'of
_other commodities.
One product is always ultimately bought with
another, even when paid for in the first instance in money. When
the price of wool is doubled, it is purchased with twice the quantity
of every other commodity, whether the exchange be made directly,
or through the intermediate agency of money. The baker, who
could have bought 1 lb. of wool with 6 ths. of bread, or, with its
price ]n money, say 21) cents, will be obliged to sacrifice 12 lbs. of
bread to obtain the 40 cents necessary to purchase 1 lb. Of wool at
its advanced price. But, if it be proposed to compare together the
relative value, not of stockings, meat, sugar, v¢ool, bread, &c,, but of
any one of those ariicles with'that of money itself, we shall find, that
money, like all other commodities, may "undergo, and often has, in
fact, undergone a real variation ; that is -to say, a variation in the
cost of its production ; and a relative one, that is to say, a change of
value, in comparison with other products.
Since the discovery of the American mines, silver, having fallen
to about a fourth, of its former value, has lost three-fourths of its
relative value to all other products, whose price has, meanwhile
remained stationary; as to that of corn, for instance ; consequently,
one must give 4 oz. of silver for 1 .setier (about 43 bushels) of wheat.
Which, in the year 1500; was to be had for 1 oz. or thereabout.
A
commodity, which, since that period, may have fallen to half its
price, while silver was falling to. one-quarter, wilt, therefore, have
doubled its relative value to silver, for this commodity then cost 1
oz., and would now be Worth 4 ,oz. of' silver, had it not fallen itself
in value; but having itself lost one-half its value, it is sold fo'r but 2
oz. ; that is to say, for twice as much silver as at the former period.
Such is the effect of real and of relative variation in the price of
silver. But, independently of these variations, there have been vast
alterations in the denomination given, at different periods during
the interim, to the same quantity of pure metal, which should make
us place very little reliance on the accuracy of our estimate of real
and relative variation.
In 151_1,an .ounce of silver would purchase 1 setier of w,heat,
its scourgeand devastator. When the Barbary shore shall be tined with peaceful, irldnstrious,and polishedinhabitants,the Mediterraneanwill be an immense
lake, furrowedby the commerce.of the wealthy nations, peopling its sltores on
every side.
r
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which is now worth 4 oz. ; this was a relative varialion of sil_.er to
wheat. This quantity of silver then was denominated 30 sous ;_
and, had the same qt_antity of silver still presei'ved the same denorqt
ination, 4 oz, would now be called ]t20s. or 6.fr. Thus, wheat at _5
:. the setier would have risen in relation to silver, or silver have
lien in comparison with wheat.
There would, however, have
been no nominal variation. But 4 oz. of silver are now denominated
24ft. instead of6j'_'. ; so that there has been a nominal agwell as a
rel_itive variation,--a mere verbal alteration. The real and re]ative
variation has been in the ratio of 4 to 1 ; bat the nominal value of
money has decfined in the' ratio of 16 to 1, since 1514.
i's obvious, therefore, that one cannot form an idea of the value
of a commodity from its estimate of money price, except during a
space of time, and within a space of territory, in which neither the
denomination of the coin, nor the _alue of its materiat,has unde_
gone any change; else the valuation will be merely nominal, and
convey no fixed idea of value whatever.
To say that the setier of
wheat sold fi)r 30sims in 1514, without explaining the then valt_e
30 sons, is giving us a priee, that con_reys either rio idea at all, or
a fallacious one, if it be meant to affirm, that the setierofwhcat
was
then worth 30 sous of present money. In comparing values, the
denomination of coin is useful only inasmuch as it designates the
quantity of-pure metal contained in the sum specified. It max- serve
to denote tim quantity of the metal ; but--never serve as an index of
value at any distance of time, or of place.
It is scarcely necessary to point out the effects of an alteration in
the quantity of metal, to which a fixed denomination is given, upon
national'and individual property.
Such an expedient can neither
increase nor diminish the real, or even the relative value, either of
the metal or of any other commodity.
If 1 oz. of silver be struck
into two crowns instead of one, two crowns avill _)e paid wherever
one was .given before ; that is to say, 1 oz. of silver will be given in
either case : so that the value of silver will lint have varied. But
when a sale has been made on credit for a given time, and payment
stiphlated in crowns, the seller may be liable to receive ½ oz. in each
crown, instead of 1 oz. according to the intention of the contractirl_gparties.
This transfer of the old denomination to a different
portion of metal will, therefore, unjustly benefit the one party, to
the injury of the other. For every profit to one individual is a loss
to another, unless it arise from actual productl,'n, or from greater
economy in the charges of production, which is equivalent to actual
production.
_krith regard to the peculiar and inherent value of bullion or of
money, it originates, like that of all other commodities, in the uses
to which it is applicable, as we have before observed. The degree
of that value is greater or less_ according as its use is more or less
* Trait_ Historique, Leblanc : and, Essai sur les 3Ionnaies,by 1)upre de
_aint Ma_r
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extensive, its employment more or. less necessary, and its supply
more or less abundant ....
Gold and silver, though ,he most common materials of money,
_an not act as such while in an uncoined state; they.are then not
money, but the raw material of, money. In the present condition
of society, every individual can not turn bullion into coin at his
pleasure;, and, therefore, coin may be of considerably higher value
than bullion of the same standard of weight and quality, if the d_mand for coin be more urgent than the demand for bullion. But
bullion can never be perceptibly higher in value than coin of equal
weight and qualit,_; because the latter may be readily converted
into tim former.
The reason why coin so seldom much exceeds
bullion in value is, that the avicfity of governments, which are
monopolists of the business bf coinage, to profit by the difference
between coin and bullion, has led them into the error of ov,erstocking the market with their manufacture of coin. Thus it is, that coin
- is never depressed in value below, and rarely much elevated above
bullion. _rherefore, the detail of the circumstances, that have
hitherto beofi, or may hereafter be, the .occasion of "variations in the
intrinsic value of gold or silver bullion, will serve at the same time
to explain the variations of their value in the-peculiar character of
money.
It has already been noticed,* that the ten-fold supply of those
metals, poured into the market in consequence _of the discovery of
America, did not effect a correspohding reduction of their value to
v'_,of what it had before been. For, the demand for them was at
the same period greatly enlarged by the contemporaneous -increase
of commerce, manufacture, and luxury. All the leading" states of
Europe had before been wholly destitute of industry : the circulation
of products, whether as capital or for mere consumption, was "very
trifling in amount. Industry and productive ene-gy made a sudden
and simultaneous effort all over Europe; and the commodity employed as the material of money, the agent of exchange, could not
but come more in demand, upon the greater extent and frequenc X
of mutual dealings. About the same time, the new route to the_
Eastern ocean, by rounding the Cape of Good Hope, was discovered, and drew abundance of adventurers into that direction; the
products of the East obtained a more general consumption; but
Europe, having no other products of her own to offer in exchange.
was compelled to give the preciou_ metals, of which India absorbed
zn immense quantity. Nevertheless, the multiplication o¢ products
tended to the increase and diffusion of weahh; mere higlers grew up
mto opulent merchants, and the fishing towns of Holland already
reckoned amongst their cmzens individuals worth 200,000 dollars.
The costly objects, that hone b_t princes cotlld before aspire to
possess, became attainable by the commercial classes ; and the in
•.'reusing taste for plate and expensbze furniture created a greater
• Suprd, booki. chap. 21. sect. 7.
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demand for gold and silver to be employed on those objects.
,Beyond all question, the value of those metals would have prodigiously advanced(had
not the mines of America been then opportunely discovered.
Their discovery completely turned the scales. The rapid increase
of the use and demand for gold and silver was. far more than counterbalanced by ttre increasing supply, which completely glutted the
market.
Hence the great reduction of their value, which has beei,
before observed upon, and which would have been far greater stitt,
huVfor the concurrence of tile circumstances just stated, whereby the
value of silver, or its price in commodities at large, was checked in
its fall, and limited to one-fourth, instead of beingdepressed in equal
ratio with the increased supply, that is to say, to one-tenth.
This counteracting force must have escaped the penetration o_
Locke, or he w6uld not have said, that the tenfold 4nerease of silver,
since the year 1500, necessarily raised the price of commodities in
a tenfold degree. The few instances tie might have cited in support
of his position, _vere by no means sufficient to establish its accuracy ;
for a far greater number and variety of products might be metationed,
for which, as well as for silver, the demand compared with the supply had increased in the ratio of 2_ to 1, between 1500 and tire date
of the work of Locke in question. * But, although this may be true
of some particular products, it may -not be so of abundance of others,
for some of which the demand has not advanced at all since 1500.
while the supply of others has kept pace with the progressive
demand,and consequently the ratio of their value remained stationary, with the exception of trifling temporary variations arising from
causes of a nature wholly distinct; which, bv the way, should teach
us the necessity, in _his science, of submitting insulated facts to the
test of reasoning: for fact will not subvert theory, unless the whole
of the facts applicable be taken into consideration, as welt as the
whole of the cir,eumstances, that may vary the nature of those facts"
which is hardly possible in any case.
• The increased intensity of the demand'for silver comparedwith its supply,
consequent upon the discoveryof America, is stated at 2_ to 1, because, but
for this increaseof demand,the tenfold supply wouldhave reducedits value to
one-tenth of what it had been previouslyto that event, and given to 100oz. the
value of 10 oz.only. But 100 oz. were only reduced to one-fourthof their
former value, i. e. to the value of 25 oz.; whmhhears to 10 oz. the raUoof 2_
to 1. This couldnot have been the case, unless the demandfor silver, compared
with the sup,ply, had advanced in that proportion. But the supply having"
increasedtenfold in the same interval, if we wouldfind the ratio of the actual
increase of the demand for silver, whether for the purposes of circuiation, of
luxury, or of manufacture,since the first discoveryof the Americanmines, we
must mulUpqy2½by 10, which wdl give _25. And probablythis estimate will
not exceed the truth, although 25 times may seem a prodigiousadvance. However, it woulddoubtless have been infimtel):less considerable,but forthe influx of supply from'America; forXhe exaessrve dearness of silver would have
greatly curtailed the rise of it. Silver plate would probablybe as rare as gold
plate is now; and silver coin wouldbe less gbm_ant, because it wouldg') flit
tiler, and be of higher value.
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• The writers of the Encyclopedic have fallen into the same en'or,
in stating,* th_it a household establisbanent, wherein the silver .plate
•should not have varied in quanti_y or quality from the middle of the
sixteenth century to the present time, would he but one-tenth as rich
in plate now as at the former period. Wh_eas, its comparatiye
weahh would be reduced to one-fourth onty_, since, although the
increase of supply has depressed that value to _, the increase of
demand, on the other hand, has raised it to _d_-l"'
It is deserving of attention, that the major part of the coin is in
constant circulation, in the appropriate sense of the word, as defined
above. In this respect it differs from most other commodities ; for
they are in circulation only so long as they are in the .hands of the
dealers, and retire from it as soon as transferred to the consumer.
Money, even when employed as capital, is neyer desired as an object
of consumption, but merely as one of barter ; every act of.purchase
is an offer of money in barter, and a furtherance of its circulation.
The only part withdrawn from circulation Js what may'be hoarded
or concealed, which is ahvays done with a view to its re-appearance.
.Gold or silver, in the shape of plate, embroidery, or jewellery, is
in circulation only while in'quest of, or in readiness for a purchaser;
which it ceases to be, when it reaches the possession of the eonsunler.

The general use of silver amongst all the civilized nations of the
world, coupled with its great facility of transport, makes it a commodity of such extensive demand, that none but a very large influx of
fresh supply can sensibly affect its value. Thus, when Xenophon,
i_ his essay on the revenu£.s of Athens. urges his countrymen to
give more _tssiduous attention to the working of the mines-of Attica,
by the suggestion, that silver does not, i-ike other eommo_ities,
decline in value with the increase in quantity, he must be understood
to say, that it does not perceptibly deelihe. Indeed, the mines of
Attica were too inconsiderable in their product, to )afluence the
value of the stock of that metal then existing in the numerous and
flourishing states upon the borders of the Medite/:ranean Sea, and in
Persia and India; be{wean all wl_ieh and Greece tt)e commercial
intercourse was sufficiently active, to keep the va_e of silver stationary in the Grecian market. The driblet of silver, furnished by
Attieian metallurgy, was a mere rivulet'trickling into an ocean of
existing supply. It was impossible for Xehoph_Dn to foresee the
;nflux of the American torrent, or to guess at the consequence of
its irruption.
If silverwere, like corn and other fruits of the earth, an object of
human food and sustenance, the enlargement of the sources of its
• Art. Monnaies.
If we are to believe Rieardo, the increase of demand has no effect upon
vslue, which is determined solely by the eo_ o1_production. /:Ie seems not to
h_ve perceived,that it is demand that makes productiveagefieyan objectof
Bppreciatlon. A diminutionof'the demand for silver bullionwould throw.all
those mines out of work, of which the lower scaleof price was not-adequateto
H.echarges of bringing the productto market.

Caxe. IV.
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for the stron.g impulse of

the
htamanmeans
race, oftowards
the multiplication
their the
species
to a level
•_ ith'the
subsistence,
.wou/rd have ofmade
demand
keep
pace with theAncrease
of supply.
The tenfold muttiplication
of
corn would be followed by a tenibld increase of tile demand for it;
inasmuch as it would engender new mouths,to col_ume it; and corn
would maintain nearly the same average of relative value to other
commodities.
This will explain, why the variations
of the value of silver are
both slow in operation, and considerable
in amount.
Their slowness is owing to the universality
of the demand, which prevents
a moderate variation of supply from being sensibly felt; and their
magnitude
to the limited uses of the metal_ which prevent the increase of demand from keeping pace with a rapid increase of supply.
Silver has utility for the purposes of plate, furniture,
and ornament, as well as for those of money;
and is the more copiously
employed
on those objects, in proportion
to the degree of national
wealth.
Its use in the peculiar character
of money is proportionate
to the quantity of moveable and immoveable
objects of property, that
there may be to be circulated ; wherefore, coin would be more abundandy required in richer than in poorer nations, were not the following circumstances
to control this general rule.
1. The superior rapidity of circulation,
both of money and commodities in a state of national
opulence, which makes a smaller
quantity of money requisite, in proportion
to the total of commercial dealings.
The same sum in a rich country will effect perhaps
ten successive operations of exchange in the same space of time, as
one in a poor country.*
Wherefore,
the multiplication
of commodities to be circulated" is not necessarily attended with a co-extensive
increase of the demand for money.
The business of circulation
is
extended;
but the agent of circulation
becomes
more active and
efficient.
2. In a._tate of national opulence, credit is a more frequent st_bstitute, for money.
In Chap. XXII,
of the preceding
book, it has
been shown how a portion of the national money may be dispensed
with by the employment
of convertible
paper, without any resulting
ineonvenienee.t
By this expedient,
the use of metal money, and,
consequently,
the demand for silver for the purposes of money, is
considerably
diminished.
Nor is convertible
pa_er the sole expe• In a poor country, after a dealer has disposed of his wares, he is sometimes
a long while before he can provide himself with the returns he has in view ; and,
.during the interval, the. money-proceeds remain idle in his hands. Moreover,
ih a poor country, the investment of money is .always difficult. Savings are
slow and gradtml, and are seldom turned to profitable account, until after a lapse
of. many years ; so that a great deal of money is always lying by in a state of
inaction.
_rRieardo, whom I look upon as the individual in Europg the best acquainted
with the subject ef'money, both in- theory and in practice, has sho_m, in his
.Propesal for an economical and secure Currency, that, when the good government of the state ma_,be safely reckoned upon, paper may be substituted for the
whole of a metallic money ; and a material possessed 6f no intrinsic vahm by
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dient of substitution amongst an industriOus and commercial
people :,
every kind of private obligations and covenants,
as well as sales on
"credit, transfers ofarroney-eredft,
and even mere debtor and creditor
accounts current, have an effect precisely analogous.
Thus the necessity, and consequently
the demand, for metal money never advances
jn equal ratio with fhe progressive
multiplication of other products;
and.it
may be truly said, that the richer a
nation is, the smatler is the amount of its coin, in compa_son
with
other nations.

J

Were tile quantum of the supply atone to determine
the exchangeable value of'a commodity,'silver
woulcl stand to gold in the ratio of
1 to 45 ; for silver and gold areproduced
by metallurgy as 45 to 1.*
But the demand for silver is greater than'for gold; its uses are both
far more general, and far more various ; and thus its relative value
is prevented from falling lower than 1 to 15.
A portion of the demand forthe precious metals is occasioned
by
their gradual destruction
by use; for, although les_ subject to decay
than most products, they are still perishable in a certain degree ; and
doubtless the wear, though slow, must be considerable
upon the immense quantity of gold and silver in constant
use, as well in the
character
of money, as in the various objects of spoons, forks, gob.lets, dishes, and jewellery
of all sorts.
There is likewise a large
consumption
in platinz and gilding.
Smith asserts, that the manufac.turers of Birmingffam
alone, inhis time, worked up annually, as
much as the Worth of 50,000/. in these ways.t
A further allowance
skilful management, be made to supplant .a dear and cumbrous one, whose metafiic properties are never called into play by the functions of money.
* Humboldt. Essai Ppl. sur la Nouvelle Espagne, 8re. tom. iv. p. 2"32."
t Wealth of Natior_s, book i. e. I1. The manufacturing colrsumpti_n of Birmirtgham and other towns has greatly increased since the date of that work.(1)
(1) Mr. Jacobs, in his work on the precious metals, to which we have already
had ocettsion to refer, has shed much light on the consumption, as well as on
the production, of gold and silver, both before and since the °discovery.of the
American continent. His twenty-sixth chapter is devoted to an inquiry into the
cansamption of the precious metals from 1S10 to 1S30. This eh_ipter abounds
with highly instructive and curious details, which it would be here impossible
to present, but which furnish the grounds of the following statements, also taken
from the same chapter, and which fully demonstrate the great increase in the
consumption of gold and silver, in w[rat our author, in this note, ealts "the
manufacturing consumption," since the date of Dr. Adam Smith'_ v;,orkon the
Wealth of Nations, to which he refers.
According, then, to Mr. Jaeobs, the annual consumption of the precious
metals, from 1Sl0 to 1880, in their application to ornamental and luxurious purposes, he estimates as follows :
In Great'Britain .....
2,457,221L
l_'ance,
......
1,200,000
Switzerland ....
. .
850,000
The rest of Europe,
. 1,605A90
America .......
_80,630
Making the whole amount, ....

5,893,341/. equal to 28_88_036 dollars,
A_fERIeAN
:
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mu_t be made for the consumption of embroidery, tissue, book¼binding, &_c., _fll which ma_y be set down as _inally lost to other purposes.
Add-to this the buried hoards, the knowledge of which _fies with
the possesgor, and the quantity lost by shipwreck.
If the nations of the world go on increasing their Wealth, as most
of'them certainly have done tbr the last three centuries, their want
af the precious metals will progressively
advance, as well in consequence of the gradual "wear, which _it! be greater in proportion to
their increasing use, as of the mnltiplication and increased aggregate
value of other commodities, which.will
create a larger demand for
the purposes of transfer and circulation.
If the pro_atuce of the
mines do _not keep pace with the increasing
demand, the precious
metals @ill rise in value, and less of them be given in exchange for
other products in general.
If the progress of mining shall keep
pace with the advances of human industry, their value _'ill remain
stationary, as it seems to have done for the last two centuries ; during
which the demand and supply have regularly advanced together._
* We are assured by Humboldt, that the produce of the mines of Mexmo has,
in the last 100 years, been increased in the ratio of I10 to 2,5; also_that such is
the abundance of silver _re, in the chain of the Andes, that, reckoning the number &veins either worked superficially, or not worked at all, one would be led
to imagine, that Europe has hitherto had a mere sample of their incalculable
stores. Essai Pol. sur la N. Espagne, Svo. tom. iv, p. 149.
The very slight and gradual deprecia,tlon of gold and silver, effected by their
immense and increasing annual supply, is one amongst many proofsof the rapid
and'general advance of"human wealth, whereby the demand is m,_de to keep
pace with the supply. Yet I am inclined to think, that their value, after remaining nearly stationary for a century, has within the last thirty years begun again
to decline. The setier of wheat, Paris measure, which was for a long time, on
an average, sold for 4 oz. of"silver, has now risen to 4½ oz., and rents are
raised upon every renewal of lease. All other thin_s seem to be rising in the
like proportion: which indicates, that silver is undergoing a depreciation of rel'aUve value. (1)
(I) I_na former note we referred to the great decline, since the year 1809, in
the productiveness of the whole mines, beth in this and in the eastern continent,
on the anthorittes which _,_. Jacobs has given, in his learned work on the precious metals. From the same work, we here extract his concluding observations
of the twenty-sixth _chapter,in relation to the stock of coin now in existence,
by Which it will appear, tha:t during the twenty years from 1810 to 1830,
the diminution of gold and silver corn amounted to nearly one-sixth part of the
whole stock.
" W_ Mve estimated," says Mr. Jacobs, "the stock of e_n in existence at
the end-or the _:ear1809 to have been 8S0 million pounds; and the addmons
_ade to it between that period and the year.IS29, at ttie rate of 5,1S6,S00
p6unds annually, wod]d make it 103,736,00"0pounds.
From the 3Sfi,000,000 of coin left m 1809, we deduct for loss
by abrasibn,at the rate of 1 part in 400 in each year, which
in the 20 years would amount to 18,095,220l., thus leaving
_in1829,
'
'
36t,904,7L_0l.
T-o which may be v.ddedthe supply from the mines.....
108,786,000
Thu* showi0g .................
27

465,640,7802.
_ P
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And, if the supply of those metals outrun 1he progress of general
weMth, as it seems to be doing re,this moment, they will fMi m respect to other commodities
at large.
Metal-money
will .thereby be
rendered more cumbrous;
but the other uses of gold and'silver Will
be more _videly diffused.
It would be a long and tedious task to expose all the _]se reasoning and erroneous views, originating
in the perpetual confusion of
the different kinds of variation, that it has cost so much time to analyze and disthlguish.
It is enough to put the reader into a condition
l_imself to discover their fallacy, and estimate the tendency
of measures avowedly directed
to influence public wealth, by operatin_
upon the scale,of
value.

CHAPTER V.
OF THE

MANNER

IN

WHICH

REVENUE

_S DISTRIBUTED

AMONGST,

SOCIETY.

TH_ causes, which determine the value of things,, and which operate in the way described in the preceding chapters, apply without
exception
to all things possessed
of value, however
perishahle;
amongst others, therefore, to the productive
service yielded by-industry, capital, and land, i_a a state of productive
activity.
.Those,
who have had at their disposal' any one of these three sources-of
'From which must be deducted that converted
into utensils and ornaments, ....
5,612,611
And that ttand'erred into Asia,
. . 2,000,000
7,612,611 annually.
Or in twenty years ...............

152,252,220

- This would show the estimated amount at the end of 1829 to be, 813_388,560/.
Or less than at-the end of 1809........
. . . .
66,611,440l.
Or a diminution of nearly one-sixth part in the twenty years."
"During the period we have been eonmdering, and indeed for'many years
before, the comparative value of gold to silver had scare ely experienced any
alteration. According to the view here take.n, the amourit of gold applied to
purposes of luxury had far exceeded that of silver, perhaps in the proportion of
four to one.; hut, on the other hand, the treasure transferred to India and China
has consisted chiefly of silver, and much more gold had been brought to Europe
from those countrms than had been couveyed -to them. It has before (twe_ntyfifth ehaptez of this inquiry) been attempted to be sho4"n that the durability of"
gold in coin is in the proportion of four to one greater than that of siiver. It
has, too, been shown that the recently increased produce of the mines of Russia
has consisted chiefly of gold. These circumstances, 6n 'which our limits dp.not
admit of enlargement, mizht be shown to be sufficient to account for the equable
rate of value which has been preserved between the two metaJs during along
_,_iod."
A_WAN
F_Ia'oR.
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pr_iuetign, are the venders of what we shall here denominate productive agency ;'and the consumers of its product are the purchasers.
Its r_elative,value, like that of every other commodity, rises in direct
ratio to the demand, and inverse ratio to the supply.
The. wholesale employers of industry, or adventurers, .as they
have b_en called, are but a kind of brokers between the venders and
the purchasers, who engage a quantum of productive agency upon a
particular product, proportionate to the demand for that product.*
The farmer, the manufacturer, the merchant, is constantly occupied
in comparing the price, which the consumer of a given product will
and can give for it, with the necessary charges of its production ; if
that comparison determine him to produce it, he is the organ of a
-demand for all,the productive agency applicable to this object, and
thus furnishes one of the bases of the _'alue of that agency.
On the other hand, the agents of production, animate and inanimate, land,' capital, and human labour, are supplied in larger or
smaller quantity, according to the action of the various motives, that
will-be detailed in the succeeding chapters; thus forming the other
bases of the value at which their agency is rated, t
Every product, when completed, repays by its value the whole
amount of productive agency employed in its completion. A great
part of this agency has been paid for'before the entire completion of
the product, and must have been advanced by somebody : other part
has been remunerated on its completion; but the whole is always
paid for ultimately out of the value of the product.
By way of exemplifying the mode, in which the value of a product is distributed amongst all that have concurred in its production, let us take a watch, and trace from _the commencement, the
manner in which its smallest parts have been procured, and in which
their value has been paid to every one of the infinite number of
concurring producers.
-In the first place we find, that the gold, copper, and steel, used in
its construction, have been purchased of the miner, who has received
in exchange for these products, the wages of labour, interest of capital, and rent paid to the landed proprietor.
The dealers iri metal, who buy of the original producer, re-sell to
those engage.d in watchmaking, and are thus reimbursed their advance, and paid the .profits of their business into the bargain.
* It has been already seen, that the demand for every product is great, in
proportionto the degree of its utility, andto the quantity of other productspossessed by oth_ers,and.capableof-beinggiven in exchange. In other words,the
utility of an object_and the wealth ofthe purchasers,.jointlydeterminethe extent
of the demand.
digesting the'pIan of this work, I hesitated fora long time, whether or
no to'p]ace the analysis of vatue beforethat of production; to explainthe nature
of the quality produced,beforeentering,upon the investigationof the modeof
its produeUon. But it appeared to me, that to make the foundation_f value
intelligible,it was necessaryto have a previous knowledge,ofwhereh_the cost
of productionconsists; .andfor that purposeto have a just and enlargedeoncel_
.ti_nof the agents of uro_luetion,
and of the service they are capableof yielding
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The respective mechanics, who fashion the different parts wlmreof
a watch is composed, sell them .to the watchmaker, who, in paying
them, refunds the advance of their previous value, t°gether'with the
interest upon that advance; and pays, besides, the wages of labour
hitherto incurred.
This very complex operation "of.payment may
be effected by a single sum, equal to the aggregate of those united
values.
In the same way, the watchmaker deals with the mechanics that furnish the dial-plate, the glass, &c.,and sui_hornaments
as he may think fit to add,--diamonds,
enamel, or any thJng l_e
•q31eases.
Last of all, the individual purchaser of the watch for his own use
refunds to the watchmaker the whole of his advances, together with
interest on each part respectively, and pays him besides, a profit on
his 1,ersonal skill and industry.
We find. then, that the total value of the watch has been- shared
amongst all its producers, perhaps long before it wag finished ; and
those producers are much more numerous than I have described or
' than is generally imagined.
Among them, probably: may be found
tlm unconscious purchaser himself, who has bought the watch, and
wears it in his fob. For who knows but he may have advanced his
own capital to a mining adventurer, or a dealm: in metal ; or to the
director of a large factory; or to an individual who acts himself in
none of these capacities, but has underlent to one or moi'e such.persons a part of the funds he has borrowed at interest from the identical consumer of the watch ?
It has been observed, that it is by no means necessary for a product to be perfected for use, before the majority of it_ concurring
producers can have been reimbursed that portion of value they have
contributed to its completion ; in a great many cases, these producers
have even consumed their equivalent long before the product has
arrivcxt at perfection. Each successive producer makes the advance
to his precursor of the then value of the product, ineludinff the
labour already expended upon it. His successor in the order of
production, reimburses him in turn, with the addition of such value
as the product may have received in passing through his hands.
l_'inally, the last producer, who is generally the retail dealer, is compensated by the consumer for the aggregate of all these adwanees,
plus the concluding operation performed by himself upon the
product.
The whole revenues of the comnmnity are distributed in one and
the same manner.
That portion of the value produced, which accrues in this manner
to the lauded proprietor, is called the pr_?lTto(land ; which is"sometimes transferred to the farmer, in consi/iemtion of a fixed re_t.
The portion assigned to the capitalist, or pershn making the ad_'ance_ however minute and for however sfiort a period vf time, is
called the prbiit of. capital ;" which capital i_ sometimes, lent, and
the profit relinquished on condition of a stipulated interest.
.
The portion assigned to the mere meehanle or _bourer is eatled

.#
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the pro.fit'¢f.labour;,whieh
is sometimes
relinquished
for certain
wages.* ,
, ,
Thus, daeh class .receives its resiiective
shaxe of the total value
produced;
and this share composes "its revenue.
Some classes receive theh" share piecemeal, and consume as fast as they receive
it; and these, are the most numerous, for they compr,[se most of the
labouring classes.
The land-holder
and the capitalist, who do not
themselves turn their means to account, receive their revenue period!eally, once or twice, or perhaps four times a year, according to the
terms of the contract with the transferee.
But, in whatever manner
a revenue may be derived, it is always analogous in its nature, and
musta)liginate
in actual value produced.
Whatever
value an individual receives in satisfaction
of his wants, without having either
directly or indirectly concurred
in production of some kind or other,
must be wholly either a gratuitous
gift or a spoliation;
there is no
other alternative.
It is in this way, that the total value of products
is distributed
amongst the members of the community;
] say, the total value,
because such part of the whole value produced, as does not go to one
of the concurring
producers,
is received by the rest.
The clothier
buys wool of the farmer, pays his workmen
in every department,
arid setls the cloth, the result of their united exertion, at a price thal
reimburses all his advances, and affords himself a profit.
He never
reckons as profit, or as the revenue of his own industry, any thing
more than the net surplus, after deducting all charges and outgoing ;
but those outgoings are merely an advance of their respective revenues to the previous producers,
which are refumted
by the gross
value of the cloth. The price paid'to the farmer for his wool, is the
compound of the several revenues of the cultivator,
the shepherd,
and the landlord.
Although the farmer reckons as net produce only
the surplus remaining after payment of his landlord and his servants
in husbandry, yet to them these payments
are items of revenue,rent to the one, and wages to the other; to the one, the revenue of _
his land, Io the other, the revenue of his industry.
The aggregate
of all these is defrayed out of the value of the cloth, the whole_ of
which forms the revenue of some one or other, and is entirely absorbed in that way.
* In the.abe, re instance of the watch, many of the artisans are them_lves the
adventurers in respect to their own industry ; in which case their receipts are
profits, not wages. If the maker exclusively of the chain himself, buys the
steel in its rude state, works it up, and sells the chain on his own account, he is
the advetiturer in respect to this particular part of the manufacture. A t]axspinner buys a fern penny-worth of flax, spins it, and converts her thread into
money. Part of this money goes to the purchase of more flax ; this Is her capital; anothel: portion is sq)ent in satisfying her wants; this is the joint profit of
her industry and her little capital, and forms her revenue.
Even that portion of the gro§s value, which is absorbed in the maintenance
or restoration of the vested capital or machinery. If his works need repairs,
which are executed by the proper mechanic, the sum expended in them forms
the revenue of that mechanic, and is to the clothier a simple advance, whle.h ht
refunded, like any other, by'the value of the m-educt when comvleted.
27 *
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Whenc_ it appears, that the term net .pi'oduce applies <_nly to _the
individual
revenue of each
separate
producer
or adventurer
in.
industry;
but that the aggregate
of individual
revenue,
the .total
revenue of the community,
is equal to the gross produce .of: its land,
'capital, and industry.
_Thich entirely subverts
the system of'the
economists of _e last century, _'ho considered
nothing but the :net
-produce of the kind as tbrming revenue, atad therefore concluded
that this net produce was all that the .community
had to consume q
instead of admittipg
the obvio.us -inference, l_hat the whole of what
has been ci'eated, may also be consumed by mankind.*
..
If national revenue consisted of the mere excess of _'alue produced
above value consumed, this most absurd consequence
would be inevitable, namely, that, where a nation consumes in the year the total"
of its annual product, it will have no revenue wha_tever.
Is a man
possessed of an income of 2000 dollars a 3,ear, to be said to have no
revenue, because he" may think proper to spend the whole of it ?.
The whole amount of profit derived
by an individual
fi'om his
land, capita], and industry, within the year, is called his annual
revenue.
The aggregate
of the revenues
of all the Jndi,viduals,
'whereof
a nation consists, is its national revenue._"
I.ts stun is.floe
gross value of the national product, minus the portion exported;
for
the relation of one nation, is 5ke that of one individual- to another.
The profits of an individual are limited to the excess of his income
above his expenditure,
which expenditure,
indeed, forms the revenue of other persons, but, if those persons be foreigners,
must be
reckoned
in the ostimate of the revenue of the respective
nations
they may belong to. Thus, for instance, whe_n a c6nsignment
of
ribbons is made to Brazil to the amount of 2000 dollars, and the
returns received in-cotton,
in estimating
the resulting, produCt_ to
France from this act of dealing, the export made to Brazil in payment of the cotton must be deducted.
Supposing the investment of
ribbons to procure, say 40 bales of cotton, whl_ch, when they reach
France,
will fetch 2400 dollars, 400 dollars only of'that
sum"will
go to the .revenue of France,
and the residue to that of Brazil.
-Did all mankind form but one vast nation or community,
it wotild
be equally true ia respect ttr mankind at large, as to the internal p¢oduct of each insulated nation, that {he _hole gross _,athe of the
product would be revenue.
.But so long as it shall be necessary to
consider the 'human race as .split into distinct communities,
taking
* Part of the value created is due to natural agency, amongst whicl_ that of
rand is comprised. But, as stated above in Book I., land is treated as a machine
or instrument, and its appropriator as the producer that sets it jn motion ; in like
manner as the productive quality of capital is said t_obe the productive qtrality
of the capitalist to who_ it belongs. Mere verbal criticism is of l_tt]e moment,
when once the meaning is explained ; it is the correctness of the iffea, and not
of the expression, that is material.
_"The term national revenue, has boen_sometimes incorrectly applied to th6
financial reeeipt_ of the state. Individnats, indeed, pay theqr taxes out of their
respective revenues; but the sum'le_,ied by taxation is not r_vehue, but rather a
tax upon revenue, and sometimes unhappily upon capital too.
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each an independent interest, this circumstance
must" be taken into
the account.
Wherefore, a nation, whose imports exceed its ex.ports in valae, gains in re_enue to the extent of the excess ; which
excess_consfitutes 'the profit of its external commerce.
A nation .,,
that shodtd export to the value of 20,000 doflars, and import to the
v_lue of 24,000 dollars wholly in goods, without any money passing
omeithei" side,,would make a profit of 4000 dollars, in direct contradiction to the theory of .the p_trtizans of the balance of trade.*
The voluminous head of perishable products consumed within the
3_ear, nay, often at'the very moment of production, as in the case of
all immaterial products, is nevertheless an item o£ national revenue.
For what are they but s(>many values .produced and consumed in
the satisfaction oi_ human wa_s, which are the sole characteristics
of revenue ?
The estimation of indiv_idua]and of national revenue is made in the
same way, as that of every collection of valu,_s, under whatever
v_riefies of form ; as of the estate of a deceased person. Each product [s successively.valued
in money or coin. FOr instance, the
revenues of France are said to amount to 1300 millions of dollars
which bv no means implies, that the commerce of France produces a
re_urn el" that amoum in specie. Probably a very small amount of
specie, or none at all, may have been imported. All that is meant
by the assertion is, that the aggregate annual products of the nation,
valued separately and successively in silver coin, make the total
value above stated. The otlly reason of making the estimate in
money is, the greater facility acquired by habit of forming an idea
of the unchangeable value of a specific amount of money, than of
other commodities. Were it not for that facility, it would be quite
as well to make the estimate in corn ; and to say, that the revenues
of France amounted to 1,300,000,000 bushels of wheat, which at
one dollar the bushel, would make precisely the same amount.
Money facilitates the circulation fcom hand to hand of the values
composing both revenue and capital; but is itself not an item of
annual revenue, not being an annual product, but a_ product of
previous commorce or metallurgy, of a date more or less remote.
The same coin has effected the circulation of the former year,
possibly of the former century, and has all the-while remained the
same in amount; nav,fif the value of its material have declined in
the _nterim, the tration will even have lost upon its capital existing
under the form of money; just in the §ame way as a merchant
would lose upon the fall of wice of the goods in his warehouses.
Thus, although the greater part of revenue, that is to say, of value
produced, is momentarily resolved into money, _he money, the
quantity of silver coin itself, is not what constitutes revence ; revenue is value produced, wherewith that quantity of silver coin has
* Their profit arises from increase of value effected by floe transport upon
both the export and the import, by the time they have reached their destination
respectively.
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been bought ; and, as that value assumes the form Df money'but for
• a moment, the same identical pieces of money are made use of many
times in tile course of a )'ear, t'or the purpose of.paying or receiving
specific porti¢_ns of revenue. Indeed, some portions of Te_enue
ne_;er assume the form of money at all. The- mannfacturer, tha t
boards his workmen,himself, p:Ws part of their wages.irr food ; so
that this far greater ,_,o_tion of the mechanic's revenue "is paid,
received, and consumed, without having once taken the shape of
money, even for an instant, in the United States of, America, and
in countries similarly circumstanced, it is not uncommon for _he
colonist to derive from the produce of his own estate, food, lodging,
and ra.iment for the whole of his establishment; receiving and consuming his whole revenue in kind, without any intervention, of
money whatsoever.
I think I have said enough to warn the reader against confoundkng the money, into which revenue may be converted, with revenue
itself; and to establish a conviction that the revenue of an individual', or of a nation, is not composed of the money received in lieu
of the products of his or their creation, but is the actual product or
its value, which, by a process of exchange, may undoubtedly arrive
at its destiuatiot_ in the shape of a bag of crown pieces, or in any
ottmr shape whatsoever.
No vaIue, whether recei'ved in the shape of money or otherwise,
can form a portion of annual revenue, unless it be tim product, or
Ihe price of a product, created within the year : all else is capitat,_
is property passing from one hand to another, either in exchange, as
a gift, or by inheritance. For an item of capital, or one of revenue,
may be transferred or paid any how, whether in the _hape of per_onal or real, of moveable or immoveable property, or of m9_y
But, no mailer what shape _it assume, r_verme diflhrs from cfi,pital
essentially in this, that it is the result or product of a pre-existing
source, whether land, capital, 9r industry.
It has with some been a matter of doubt, whether the same value,
which has ah'eady been received by one individual as the profit or
revenue of his land, capita], or industry, can cpnstitute the revenue
of a second. For instance, a man receives 10Oerowns in part of
-his l._rsonal revenue, and lay_ it out in books; can this item of
revenue, tiros converted into books, and in that shape destined to his
consumption, .further contribute to form the revenue of tim printer,
bookseUer, and all the other concurring agents in the' production of
the books, and be by them consumeda second time ? _The difficulty
may be solved thus. The value forming the re,venue of tim first
.nd[vidoal, derived from his land, capital, or industry, and "by him
consumed in'the shape of books, was not originally produced in that
form. There has been a double production : 1. Of corn perhaps by
the'land and the industry of the farmer, which has been converted
into croxw pieces, and paid as rent to the proprietor : 2,Of books by
the capital and industry of the booksellar. The'two products have
been subsequent.ly interchanged one for the other, and commmed
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each by the producer of'the other: having arrived .at the particular
form adapted to their respective wants.
So likewise of immaterial products. The opinion of'the lawyer,
th_ advice of the physician, is the product of their respective talents
and knowledge, which are their peculiar productive means. If the
merchant have occasion to purchase their assistance, he gives for it
a commercial product of his own converted into money. Each of
themultimateiy co_umes his own revenue respectively, transformed
,_mto the object best adapted to his peculiar occasions.

CHAPTER VI.
OF WHAT

BRANCHES OF PRODUCTION YIELD THE MOST LIBERAL
TO PRODUCTIVE AGENCY.

RECOMPENSE

T_E" aggregate value_of a product, in the way just described,
t,tfunds to ils different concurring producers the amount of their
advances, with the addition in most cases, of a profit, that constitutes
their revenue. _Butthe profits of productive agencY¢are not of equal
amt, unt in'all its branches; some yielding but a very scanty revenue
for the land, capital, or industry, embarked in them; while others
give t.n exorbitant return.
True it is, that productive agents always endeavour to direct their
agency _othose employments, in which the profits are the greatest, and
thus, by their competition, have as much tendency to lower price, as
demand has to raise it ; but-the effects of competition can not always
so nicely proportion the supply to the demand, as in every case to
ensure an equal remuneration.
Some kinds of labour are scantily
supplie_t, in countries where peop.le are. not-accustomed to them ; and
capital is often so sunk in a particular channel of production, that it
can never be transferred to any other from that wherein it was
originally embarked.
Besides; the land may stubbornly resist that
kind of cultivation, whose products are in the greatest demand.
One cannot trace the fluctuation of profit on each particulat occasion. A wonderful'change
may be effected-by a new invention, a
•hostile irrvasitn, or a siege. Such partial circumstances ma?v_influence
• or derange the operation of general causes, but can not destroy their
general tendency.
No dissertation, however voluminous, could be
made to embrace every individual circumstance, that by possibility
may influeace the relative value of objects; but one may speci(y
general causes, and such as" have .an uniform acti_-ity; thereby
enabling every one, x_hen the particular occasion may present itsett.
to estimate the effect produced by the operation of partial and transient circumstances.
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It may" appear'extraordinary
at first _ight, but will on inquiry be
fstmd generally true, that the largest profit is made, not _)ja the
dearest commodities or upon those which are least inaispensable, but
rather on those, which are the most izommon and least to be dispensed with. "In fact the demand for these latter is necessarily permanent; for it is stimulated byactual want, and grows with every
increase of the means of production; inasmuch as nothing tends to
increase population more, than providing"the means of its subsistence..
The demand for superfluities, on the contrary, does not expand with
the increased power of producifig them. An extraordinary
run,
which, by the way, can never take place but in large towns, may
raise the current considerably above the natural price ; that is to
say, above the actual cost of production; or a change of fashion
may again depress it infinitely below' _hat point. Superfluities
are, after all, but 9bjeets of secondary want even to the rich
themselves; and the demand for them is limited to the very
small number of.persons that can indulge in them..When
a casual
calamity obliges mdividual_ to reduce their.expenditure, when their
re,venues are curtailed by the ravages of war, by taxation, ca" by
natural scarcity, the first items of retrenchment are alway_ the arti.
cles of least necessary consumption. And this,may serve, perhaps,
to explain, why the productive agency directed to the raising of
superfluities, is generally worse paid than that otherwise employed.
I say gene_alty, for it ispossible:enough that, in a great metropofis,
where the demand for luxuries is more urgent than elsewhere, and
the dictates of fashion, however absurd, more i_3Flicitly obeyed than
the eternal laws of hature; where a man will, perhaps, be content
to lose his dinner, so he may appear in the evening circle in embroidered ruffles, it is possible, that in such a"place the price of-the geWgaws may sometimes very liberally reward the labour and capital
devoted to their production.
But, except in such particular' eases,
balancing one year's profits with another, and allowing for contingent losses, it has been ascertained, that the adventurers in the
production of superfluities make the most scanty profils, and that
their workmen are the worst paid. The manufacturers of the finest,
laces in Normandy and Flanders are a very indigent set of people;
and at Lyons, the workers of gold-embroidery are absolutely clothed
in rags. Not but that very considerable profits have occasionally
been derived from such articles. A hat-maker has bee_ known to
make a fortune by a fancy hat ; but, taking all the profits made on
superfluities, and deducting the value of goods remaining unsold, or,
though sold, never paid for, we shall find that this class of produdts
affords, on the whole, the scantiest profit. The most fashionable
tradesmen are ofienest in the list of bankrupts.
Commodities of general use are attainable by a greater number of
persons, and are in demand with almost every class of society. The
_.handelier is to be found only in the mansions of the rich ; but the
meanest cottage is furnished with the convenience of a candlestick:
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the demand for candlesticks is, therefore, regular, and atwavs more
bri_k than that for chandeliers; and, even in the most "opule_t co_untry, the total value of the candlesticks is far greaIer than tha_ of the
chandeliers.
The articles of hunian food are unquestionably those of most
indispensable use ;flhe demand for them recurs daily ; and no occupations are so regular as those which minister to human sustenance.
_Wherefore, it is they that yield the mort certain profit, notwithstanding the effects of brisk competition.* The butchers, bikers, and
porkmen, of Paris, are pretty sure to retire with a fortune sooner or
later; indeed, I have it from pretty good authority in sudh matters,
that _alf _he-houses and real property sold in Paris and th_ environs,
is bought up by tradesmen in those lines.
• It is on this account, that individuals and nations, who understand
their true interest, uhless they have very cogent reasons for acting
otherwise, apply themselves i_ preference to the production.of what
tradesmen call current articles. Mr. Eden; who, in 1706, negotiated
on the part of Great Britain "the treaty of commerce concluded by
M. de Ver-ehnes,
nvent_
upon this .principle,. in stipulating the free
import of the common English earthenware into France. "The few
dozens of plates we may sell you," said the E.nglish agem, "will be
a poor set-off against the magnificent services of Sevres porcelain we
shall take of you."
This appeal to the vanity of the French agent
Was decisive. But, as soon as the English earthenware was admitted, its lightness, cheapness, convenience and simplic_y of form,
recQmmended it to the most moderate establishments; its regular
•import, in a short time, amounted to many millions, and cQrrtinued
increasing every year until the war. The exportation of _Sevres
cfiina, was a mere trifle in comparison.
"/'he scale for current articles, besides being more considerable, is
likewise more steady.
A tradesman is never long in disposing of
c0mrribn linen shirting.
The examples I have selected from the class of manufacture might
easily be paralleled in the agricultural and commercial branches. A
much larger value is consumed in lettuces than in pine-apples,
throughout Europe at large ; and the superb shawls of Cachemere
are, in France, a very poor object in trade, in comparison with the
plain cotton goods of Rouen.
Wherefore, it i_ a bad speculation for a nation to aim at the export
.of objects of luxury, a_d the import of objects of general utility.
ffran_e supplies Germany with fashions and finery, which very fe;,v
per_ns can make use of; and Germany makes the return in tapes
* I .spea'k here bf the a_tventurers, masters, or tradesmen ; the mere labou/er
or journeyman
benefits only, as it were, by re-action.
The farmer, who is an
adventurer in agriculture,
employed in raising pr_uct_
for human sustenance,
lies under disadvantages,
tha_ very much curtail his profits.
His concerns are
too much at the mercy of his landlord, and of the financial exactloas of pubhc
authority, to say _{othing _f the vicissitudes of aeasons, {o be very. zai,ffut 3n
the average.
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and other merceries, in files, dcythes, shovels, _ongs, and other hardware,of common :use. Bttt for the wines and oils of Frdnce,the
annual product of a soil highly favoured by nature, together _itli'a
few products of superior execution, France would derive "less ad_raatage from Germany fhan Germany from France.
The same
may be said of the French trade with the north of Europe. (a)

CHAPTER VII.
OF THE

_EVENUE

OF

INDUSTRY

S_c-rloNI.
Of the Profits of Industry in general.
Trm general motives, which stimulate the demand of products,
have been above investigated.*
When the demand for any'product
whatever, is very lively, the productive agency, throug.h .whose
means alone it is obtain_ible, is likewise in brisk demand i wh_h
necessarily raises its ratio of value : this is true generally, of every
kind of productive agency.
Industry, _capital, and qand, all yield,
ceteris paribus; the largest profits, when the general demand for
products is'most active, affluence most expanded, profits most widely diffused_ and production most vigorous and prolific.
"
tn the preceding chapter, we have seen that the demand for some
products is always more steady and active than for othe/'s_ Whence,
we have inferred, that the agency directed to those particular producfs, receives the most ample remuneration.
Descending in our progress more and more into pa_ieular detail,
* BookI. e. 15.
,.
- (a) The reasoning of this whole chapter is superfluousand inconclusive.
W.here value is left to find its natural level, one class of prodtlctiveagency
wilL'inthe lon_ ran, be equally recompensedwith another,presentingan equipoise of faeility_or difficulty, of repute or disrepute, of el_joyment or suffering, in
the general estimation of mankind ; this he states fully in-the r_ext chapter,
If
our author means here to say merely, that a lCrge class of productive agency will
receive a larger portion of the genera/product
as ha recompense or revenue, or
tlaat agency in permanent employ will obtain a regular and permanent recorhpense, he has taken a ve
mode of expressing a position, which is,
indeed, almost self-evident.
The grand di)'ision ofproductive
agency is into
corporeal mad intellectual ; whereof the former is, on the average, the more
amply rewarded by the rest of mankind, because the latter,'in
_ome measare,
rewards itself. Thus, the ,profits of. printing and" bookselling are, on the whole,
more liberal than.those of authorship_
beeatme the latter is partly _
in _elf
gratification, in vanity, or conscious merit.
T.
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w.e shall examine in this_ and some following chapters,,in
what cases
the prcffits of industry bear a greater or a less proportion to those of
capital and of land, and vice vers_ ; together with the reasons why
certain ways of employing industry, capital, or land, are more profitable tl'ian others.
,
To begin, then, with the comparison
of the relative profits of in&astry, to thos_ of capital and lar_d, we sh_/ll find these bear the
highest ratio, where abundance
of capital creates a demand for a
great mass of industrious
agency;
as it did in Holland before the
revolution.
Industrious.agency
was verydearly
paid there ; as'it
•tilI is in c_ountries like lhe United States of America, where population, and con_quentlv,
the hi, man agents of production,
spite of
their rapid increase, bear no proportion
to the demands of an unlimited extent of land, and of the daily accumulation
of capital by the
prevalence
of frugal habits.
In countries thus circumstanced,
the condition of man is generally
the most comfortable;
because those, who live in idleness upon the
profits of their Capital and land, are better able to live on moderate
profits, than those who live upon the profits of their own industry
only; the former, besides the resource of living on their capital, can,
when they pleasel add the profits of industry to their other revenue ;
but the mere mechanic
or labourer can not add at pleasure to the
profits of his industrY those of capital and land, of which he possesses
none.
Proceeding
next to compare the profits of different branches
of
industribus
agency one with another, we shall find them greater or
less in proportion,
1st, To the degree of danger, trouble, or fatigue,
attending them, or to their being more or tess agreeable ; 2dty; To
the regularity or irregularity
of the occupation ; 3dly, To the degree
of sk_ll or talent that may be requisite.
Every one of these causes tefids to diminish the quantity of labour
in circulation in each department,
and consequently to vary its natural rate of profit. It is scarcely necessary to cite examples in support
of propositions
so very evident.
Among the agreeable or disagreeable
circumstances
attending an
occnpation,
must be reckoned the consideration
or contempt which
it entails.
Some professions
are partly paid in honour.
Of any
given price, the more is paid in this coin, the less maw be paid in
• any other, without deducing the ratio of price.
Smith remarks,
that the scholar, the poet, and the philosopher, are almost wholly
paid in personal consideration.--Whether
with,reason
or from prejudice, -this is not entirely the case with the professkms of a comic
actor, a dancer, and innumerable
others;
they must. theiefore,
be
paid in money what they are denied in estimation.
"It seems
absurd at first sight," says Smith, "that we should despise their
persons, and yet reward their talents with the most profuse liberality
Whilst we do the one, however, we mu_t of necessity do the other
Should the public opinion Or prejudice ever alter with regard to such
occupations,
their pecuniary
recompense
would quickly diminish;
28
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More people would al_p]y to them, and the competition would
quickly reduce the price of their labour. _uch talents, though far
from being common, are by no means so rare as is imagined. Marry
I_ople r_ossess them in great perfection, who disdain t-o make thin
u_e of the"m; and many more are capable of acquiring them, if any
thing could be honot_rably made by them."*
In some countries, the functions of national, administration are
requited at the same tima with high honour and large emolument ;
ut it is only so, where; instead of b6ing open to free competition,
like other occupations and professions, they are in the disposal of
royal layout. A nation, awake to its true interest, is careful not to
lavish this double recompense upon official mediocrity ; but to
husband its pecuniary bounty, where it is prodigal of distinction cud
authority.
Every temporary occupation is dearly paid ; for the labourer must
be indemnified as-well Jfor the time he is employed, as for that
dtu:ing xyhieh he [s waiting for employment." A job coachmaster
must' charge .-'morei'or the days he is'employed, than may appear
su_clent for his trouble and'capital embarked, because the busy
days must pay for the idle ones; any thing else would be ruin to
_him. The hire of masquerade dresses is expensiv e for the same
reason;,th_ receipt_ of ,the carnivr/1 must pay for the whole'year:
Upon a _cross'mad, an innkeeper must charge high for indifferent
entertainment;
for he may besome
days before the arrival .of
:another traveller.
However, the proneness of mankind to expect, that, if there be
a single lucky chance, it will be sure to fall to their'peculiar
lot,
attracts towards particular channels a portion of industry disproportionate to the profit they hold out. ' In a perfectly fair lottery,'
says the author of the Wealth of Nations, ' those who draw prizes
ought to gain all that is lost by those'who di'aw blanks. In a profession, where t,wenty fail for one that succeeds, that one ought _o
gain all that should have been gained, by the unsuccessful twentv."l"
Now many occupations are far from b_ing paid according to t'his
rate. The same author states his belief, that, how extravagant
soever the fees of counsellors at law of celebri'tv may appear, the
annual gains of all the counsellors of a large town bear buv a very
small proportion to their annual expense; so that this profession,
must, in great part, derive its subsistence from _ome other independent soui'ce of revenue.
,z
It is hardly necessary to state, that these several causes of differcnoe in the ratio of profit may act all in the same, or each in an
opposite direction; or that, in ihe former ehse, the effect is more
intefise; whereas, ila tbe latter, the opposite action of one controls
m:d neutralizes the other. " It would be a waste of ti'me to prove,
that the agreeable circumstanc_
of a profession may balance the
,mcertainty of its product', or "that a business that does not furnish
Wealth of Nations, b_ok i_-e.10.

_"Ibid.
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cbnstant
occupation, and is moreover attended.with
d_.nger, must be
indemnified
by a double increase of salary.
The last, and perhaps .the _ineipat
cause of inequality in the profits of industry in general is, the degree _of skill it may require.
_When _ tim skill re qfiisite to any c_ling,
whether
of a superior
or subordinate
character,
is attainable
only by long and expensive
training,
that training must every year have involved
a certain
expense, and the total outlay forms an accumulated
capital
In such
case, its remuneration
includes, over and above the wages of labour,
an interest upon the capital advanced in the training, and an interest
higher than the ordinary rate; for the capital advanced
has been
actually sunk, and exists no longer than the life of the individual
It
should, therefore, b.e calculated
as an annuity.*
It is fete-this reason, that all employments
of time and talents,
which require'a
liberal education, are better paid than those, which
require toss education.
Education
is capital which ought to yield
intere_, indelSendent of the ordinary profits of industry2
There are facts, it is true, that militate against this principle;
but
they. are .capable of explanation.
The priesthood is sometimes very
ill paid ;t yet a religion, founded upon very complicated
doctrines,
andobscure
historical facts, requires in its ministers a long course of
study and probation, and such study and probation
necessarily
call
far an advanee_of capital ; it would seem requisite, therefore, for the
continued existence of the clerical profession, that the salary of the
minister should pay the interest on the capital expended, as well as
lhe wages of his personal trouble, which the profits of the inferior
clergy rarely exceed, particularly
in Catholic countries.
It must,
however,
be ascertained,
whether the public have not themselves
advanced
this capital in the maintenance
and education of clerical
students at the public charge ; jn which case, the public advancing
the capital, may find people enough to execute the duties for the
mere wages of their labour, or a bare subsistence, espeeial|y where
there is no family to be provided for.
* Nay, even more than annuity interest on the sums spent in the education of
the person who receives the salary ; strictly speaking, it should be annuKy intere_ upon the total sum devoted to the same class of study, whether it have or
have not been made productive in its kind. Thus the aggregate of the fees of
physician ought, to replace not only what has been spent m their studies, but,
in addition, all th_ sums experrdcd in the instr_taon of the students, who may
have die& during their education, or whose success may not have repaid the
care bestowed upon them ; for the stock of medical industry in actual existence
could never have been rea_ed..without the loss of some part of the outlay devoted
_o meaieal instrnetiom Hoffever, there'is little use in too minute attention to
accuracy in the estimates of political economy, which are f_quently tbund at
_arianee with fact, on account of the influence of moral consideration? in the
matter of national wealth, an influence that does _aot admit of"mathemat|eal estimatibn. The forms of algebra are therefore inapplicable to this science, and
serve only to introduce tmneee_ry perplexity. Smith has not once had recourse
to them..
t"I do not mean to include the superior orders of"th_ clergy, whose benefices
are extremely rie2t and well p_d, though upon prinelgles of state police.
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When, besides expensive trair_ing, peculiar natural talent" is
required for a particular branch of industry, the supply is still more
limited in proportion to the demand, and must consequently be bet.ter paid. A great nation @ill probably contain hut two or three
artists capable of painting a superior picture, or n_odelling a beautiful statue ; if such objects, then, be much in demand, those few eah
charge almost what they please.; and, though much of .the ,profit is
but the return with interest of capital advanced in the acquisition of
their art, yet the profit it brings leaves a very large surplus. (a) A
celebrated painter, advocate, or physician, will have spent, of his
own or relations' money, six or eight thousand dollars at most, in
acq_ring the ability from _vhich h.is gains are derived; the interest
of this sum calculated as an annuity, is but 800 dollars ; so that, if he
make 6000 dollars by his art, there remains an annual sum of 3000
dollars, which is wholly the salary of his skill and industry.
If
every thing affording revenue is to be set down as property, his fortune at ten years' purchase may be reckoned 50,000 "dutlars, even
supposing him not to have inherited a sol.

Src-rmr_II.
)f the Profits of the Man of Science.
The philosopher, the man who makes it his study to direct the
laws of nature to the greatest possible benefit of mankind, receives
a very small proportion of the products of that infl_stry, which
derives such nrodi_ious advantac, e from the knowledJe, whel'eofhe
is at the same time the depository and" the promoter. The cause of
his disproportionate payment seems to_,e, that,.to speak technically,
he throws into circulation, in a rrroment, an immense stock of his
product, which is one that suffers very little by wear; so that it is
long before operative industry is obliged to resort to him for a fresh
s_I_Ye" scientific acquirements, without which abundance of manufacturing processes could never have been eJrecuted, are probably
the result of long study, intense reflection, and a course of experiments equally ingenious and delicate, that are the joint occupation
of the highest degree of chemical, medical, 'and mathematical skill
But the knowledge, acquired _vith so much difficulty, is probably
transmiss_le in a" few pages ; and, through the channel of pub!ic tee"(a),Frpm which, however,is to be deducted the average loss on the general
bala,neeof less successful competitorsin, the same line• It does not appear,
that, in England at least, any allowance is to be made for personal consideration,
,_hichis_eldom attached in a high ratio even to the/_'eatest _xcellenee in the
departmenfof pure art. There is n6 instance of a sculptor or a painter a.,wiving
at the honours'of the peerage, which have been placed w'_in the reach of successfulcommercialenterlJrise. T."
i
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.tuves, or of the press, is circulated in much greater abundance, than
is required for consumption; or, rather, it spreads of itself; and,
being imperishable, there is never any necessity to recur to those,
from whom it originally emanated.
Thus, according to the natural laws, whereby the price of things
is determined, this superior class of knowledge will be very ill paid ;
that is to say, it will recei_ve a very inadequate portion of the ,value
of the product, to which it has contributed.
It is from a sense of
this injustice, that every nation, sufficiently er_lightened to conceive
the immense benefit of scientific pursuits, has endeavoured, by special favours and flattering distinctions, to indemnify the man of science, for the very trifling profit derivable from his proibssional occupations, and from the exertion of his natural or acquired faculties.
Sometimes a manufacturer discovers a process, calculated either
to introduce a new product, to increase the' beauty of an old one, or
to produce with greater economy; and, by observance of strict
secrecy, may make for many years, for his whole life perhaps, or
even bequeath to his children, profits exceeding the ordinary ratio of
his caIling. In this particular case _the manui_cturer combines two
differefit operations of industry: that of the man of science, whose
profit he engrosses himself, and that of the adventurer too. But few
such discoveriescan long remain secret; which is a fortunate circumstance for the public, because -this secrecy keeps the price of the
particular product i.t applies to above, and the number of consumers enabled to enjoy it below, the natural level.*
It is obvious, that I am speaking only of the revenue a man of
science derives from his calling. There is nothing to prevent his
being at the same time a landed proprietor, capitalist or adventurer,
and possessed of other revenue in these different capacities.

SECTION
III.
Of the Profits of the Master-agent, or Adventurer, in Industry.
We shall, in this section, consider only that portion of the profits
6f-tbe master-agent, or adventurer, which may be considered as the
_'ecompense of that peculiar character.
If a master-manufacturer
have a share in the capital embarked in his cpncern, he must be
ranked pro tanto in the class of capitalists, and the benefits thence
det-ived be set down as part of the profits of the capital so embarked.t
* Such of my readers as may imagine,that the sum of the production of a
couatry is greater, when the scale of prme is unnaturaI)yhi_h, are requestedto
refer to what has been saidon the subject,s_tpr_,Chap.3, of this Book.
"_Smith is greatly embarrassedby his neglect of the distinction between the
profitsof superiritendency,and those of capital. He confoundsthem under the
general head of profitsof stock;,andall his sagacityand acuteness have scarcely
'beensufficientto expoundthe _auses,which influencetheir fluctuations. Wea/'h
28_
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It very seldom happens, that the party engaged, in the manage'ment of.any undertaMng, is not at the same tinm in the receipt of
intexest upon some capital of his own. The manager of a concerh
rarely borrows from strangers the whole ofthe capital employed.
If he'have hut purchased some of the implements with his own capital, or made advances from his own funds, he wil{ then t_e entitled
to one portion of his revenue in quality of manager, and another in
that of capitalist. Mankind are so little inclined to sacrifice any particle of their self-interest, that even those, who .have never analvzed
these respective rights, know well enbugh how to enforce thena to
their full extent in practice.
OiJr present concern? is, to distinguish the portion of revenue,
which the adventurer receives as adventurer.
We shall see by
and-by, what he, or somebody else, derives in _he character of
capitalist.
It may be remeanbered, that the occupation of adventurer'is comprised in the second class of operations specified as necessary for the
setting in motion of every class of industry whatever; that is to say,
the apphcation of acquired knowledge to the creation.of a product
for human consumption.*
It will likewise be recollected, that_such
application is equally necessary in agricultural, mmaufaeturing, and
commercial'.industry; that the labour of the farmer or cultivator on
his own account, of the master-manufacturer and of the merchant, all
come under this description; they are the adventurers in each department of industry respectively.
The nature of the profits ,of
these three classes o["men, is what we are now about to k:onsider.
The price of their labour is regulated, like that 6f all other objects,
by the ratio of the supply, or quantity of that labour thrown into
circulation, to the demand or desire for it. There are two pr,incipal
causes operating to limit the supply, which, consequently, maintain
at a high rate the price of this superior kind of labour.
It is commonly requisite for the adventurer himself to provide the
neeezsary funds. Not that he must be already rich; for'he may
work upon borrowed capfial; but he must at least he solvent, and
have the reputation of intelligence, prudence,..probity, and regularity; and mus_ be able, by the nature of his conneXions, to proc'ure
the loan of capital he may happen himself not to possess. These
requisites shut out a great many competitors.
• In the second place, this kind of labour requires a combination of
moral qualities, that are not often found together. Judgment, pei'severance, and a kn0_ ledge of the world, as well as of business.
He is called upon to estimate, with tolerable accuracy, the imt_ortancd of the specific product, the probable.amount of the demand, and
the means of its production: at one time he must employ a, gTgat
of Natures, book i. e.S. And no wonder he found laimself thus perplexed; their
value is regulated upon entirely different principles.
The profits of labour de- '
vend upon the di_gTee of skill, aetivi.ty, judgment, &e. exerted;"those
of capital,
ou the abundance or scardty of capital, the security of, the investmeht, &c.
* V/de #u/n'dt Bog kL ehal_ 6.

number-of hands; at 'another, bey or order the raw inateria], collect
labourers, find c?nsumers,
and gi_e at all times, a rigid attention to.
order and economy;
in a word, be must possess the, art of superintendence and administration.
He must have a ready knack of calcalation, to compare the charges of production
with the probable
Value of the product when completed
and brought
to market.
In
the course of such comptex operations,
there are abundance
of
obstac|es to be'surmounted,
of anxieties to be repressed, of" misfortunes to be repaired, and of expedients
to be devised.
Those who
are not possessed of, a colabination
of these necessary qua]it{es, are
unsuccessful
in their undertakings;
their concerns
soon fall to the
ground, and their labour is quickly withdrawn
fl'om the stock in
circulation;
leaving such only, as is successthlly,
that is to say,
skilfully directed.
Thus, the requisite
capacity
and talent limit
the number of competitors
for the business of adventurers.
Nor is
this all: there is alwavs _ degree of risk attendin_g such undertakings; however well the_7 may be conducted,
there is a chance of
failure; the adventurer
may, without any fault of his own, sink his
forCuue, and in some measure his character
; which is another check
to the number of competitors,
that also tends to make their agency
so n_uch the dearer.
All branches of industry do not require an equal degree of capacity and.knowledge.
A farmer who adventures
in tillage, is not
expected
to have such extensive
knowledge
as a merchant,
who
adventures
in trade with'distant
couniries.
The farmer may do
well epough with a knowledge
of the ordinary routine of two or
three kirtds of cultivation.
But the science necessary for conducting a commerce with long returns is of a much higher order.
It is
necessarv-to
be well versed, not only in the nature and quality of
the merchandise
in which the adventure
is made, but likewise to
have some notion of the extent of demand,
and of the markets
whither it is consigned for sale.
For this purpose, the trader must
e constantly
intbrmed of the price-current
of every commodity
in
ifferent parts of the world.
To form a correct estimate
of these
prices, he must be acquainted with the different national currencies,
and their relative value, or, as it is termed, the rate of exchange.
He must know the means of transport, its risk and expense, the custom and laws of the people he corresponds
with; in addition to all
which, he must possess sufficient knowledge of mankind to preserve
him from the dangers of misplaced confidence in his agents, corre• sponderlts_ anti connexions.
If the science requisite to make a _ood
farmer is more Common than that which can make a good merchant,
it is hot surprising, that the labour of the former is but poorly paid,
in ccnnparison with that of the latter.
It is not meant by this to be understood, that commercial
industry
in every branch, requires a eombina'don of rairer qualifications
th,m
agricultural.
The retail dealers for the most part pursue the routine
of their business quite as mechanically
as the generality of farmers,
and, in some kinds of cultivation, very uncommon care and sagacit_y
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are requisite. It is for the reader to make the fippliea_i,on : the business of the teacher is, firmlyto'establish general principles _whence
it will be easy to draw a multitude of inferences, varied and modified
by circumstances, which are themselves'the ,consequences of other
principles laid down in other parts o'f the subject, Thus, in astronomy, when we are told, that all the planets describe equal areas in
the same space of time, there is an implied reserva6on of such
derangements, as arise from the proximity of other planets, whose
attractive powers depend on another law of natural philosophy; and
this must be attended to in the examination of the phenomena of
each in parucular.
It is for him, who would apply general laws to
particular and isolated cases, to make allowance for the influence of
•each of those laws or principles, whose existence is already recognised.
In reviewing presently the profit of mere manual labour, we
shall see the peculiar advantage, which his character of master'gives
to the adventurer over the labourer ; but it may be useful to observe
By the way the other advantages within reach of an intelligent s/_•perior. He is the link of communication, as well between the various classes of producers, one with another, as between the producer
and the consumer.
He directs the business of production, and is
the centre of many bearings and relations; he profits by the knowledge and by the ignorance of other people, and by every accidental
advantage of production.
Thus, it is this class of producers, which accumulates the largest
fortunes, whenever productive exertion is crowned by unusual success.
S_rrloN IV.
Of the Profits of the OperativeLabourer.*
Simple, or rude labour may be executed .by any man possessed
of life and health ; wherefore, bare existence is all that is requisite
to insure a supply of this description of industry.
Consequently,
its wages seldom rise in any country much above what is absolutely
necessary to subsistence; and the quantum of supply always remains on a level with the demand; nay, often goes beyond it; for
the difficulty lies not in acquiring existence, but in supporting-it.
Whenever "t.he mere circumstance of existence is sufficient for the
• By the term labourer,I mean, the person who Workson account of a master-a_'ent,or adventurer,in industry ; forsuch as are mastersof their own labour,
like the cobblerin his stall, or the itinerant knife-grinder,unite the two characters of adventurer and labourer; their profitsbeing in part governed by the.circumstancesdetailed in the preceding section, and partly by those developed in
this. It is necessaryalso to premise,that the labour spokenofin the,present section is that, which requires little or no study or training ; the acquisitionof any
talent or personal skill entitles the possessorto a further profit,regulated/1pen
the vrineiplesexplained,supra, sect. 1. of this chapter.
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execution of any kind" of work, and that work affords the means o.¢
supporting existence, the vacuum is speedily filled up.
There is, however, one thing to be observed.
.Man does not
come'into the world with the size and strength sufficierit to perform
labour even of the rudest kind. He acquires this capability not tilt
thd age of fifteen or twenty, more oraess, and may be regarded.as an
item bf capital, formed of the growing annual accumulation of the
sum_ spent in rearing him.* By whom, then, is this accumulation
effected _. In general by the parents of the labourer, by persons of
his. own calling, or of one akin to it. In this class of hfe, therefore,
the wa_s are somewhat more than is necessary for bare personal
existence; they must be sufficient to maintain the children of the
labourer_ also.
If the wages of the lowest class of labour were insufficient to
maintain a family, and bring up children, its supply would never be
kept up tothe complement; the demand would exceed the supply
in circulation; and its wages would increase, until that class were
again enabled to bring up children enough to supply the deficiency.
This would happen, if marriage were discouraged amongst the
labouring class. A man withou_ wife or childre_ may afford his"
labour at a much cheaper rate, than one who is a husband and a
father. If celibacy were to gain ground amongst the labouring
class, that class would not only contribute nothing to recruit its own
members, but woula prevent others from supplying the deficiency.
A temporary, fall jn the price of manual labour, arising from the
cheaper rate, at which single men can afford to work, would soon
be followed by a disproportionate rise; because the number of
wbrkmen would fall off. Thus, ever_ were it not more to the interest of masters to employ married men, on account of their steadiness, they should do so, though at a greater charge, to avoid the
higher price of labour, that must eventually recoil on them.
E;_ery particular line or profession does not, indeed, recruit its
own numbers with children nursed among its own members.
The
new generation is transferred from one class of life to another, and
particularly from rural occupations to occupations of a similar cast
in the towns; for this reason, .that children are cheaper trained in
the country :alI I mean' to say is, that the rudest and lowest class of
labour necessarily derives from its product a portion sufficient, not
merely for its present maintenance, but likewise for the recruiting
of its numerical strength.t
When a country is on the dechne, and contains less of the means
• A full-grownman is an accumulatedcapital; the sum spent in rearing him
is indeed consumed,but consumedm a reproductiveway,calculated to yield the
product man.
JfThe evidence examined beforea committee of the House of Commons of
England,in 1815,leads to the conclusion,that the high price of food,at that
period,had the effectof depressing, rather than elevating "thescale of wages. I
have myselfremarked ,thesimilar effectof the scarcities in France, of the years
1_11 and 1817. The difficulty of procuring subsistenceeither forced more
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of production and-less of k_owledge_ activity, and capita], the de
mand for raw or simple labour diminishes by degreea; wages fal,"
gradually below the rate necessar:_ for recruiting the labouring,dlass
its numbers _consequently decrease, and the offspring of the othel
classes, whose employment diminishes in the same prop6rtion, ia
degraded to _the step immediately below.- On the contrary, when
prosperity is advancing, the ini_rJor classes'not only fill. up their
wn complement with ease, but furnish a surplus and addition to
the classes immediately above them : anti some, by great good fortune or brilliancy of talent, arrive- at a still loftier eminence, and
reach even the highest stations in society.
The labour of persons not entirely dependent for subsistence on
the fruits of labour can be afforded cheaper_ than "that of su6h as are
labourers by occupation. Being fed from other sources, their'wages
are not settled by the price of subsistence.
The female spinners in
country villages probably do not earn the half of their r/ec¢ssary
expenses; small as they are : one is perhaps the mother; another the
dadghter,_sister, aunt, or mother-in-law of a labourer, who would
probably iupport her, if she earned nothing for herself. Were she
depende0t for subsistence on her own earnings only, she must evidently double her prices, or die of want; in other word_ her industry must be paid doubly, or would cease to exist.
The same. may be said of most kinds of work performed by
females. They are ingeneral but poorly paid, because a large proportion of them are supported by other resources than "those of their
own industry, and can, therefore, suppl3z the work they are capable
of at a cheaper rate, than even the bare satisfaction of their wants.
The work of the monastic order is similarly circumstanced.
It is
fortunate for the actual labourers in those countries where mona=
ehism abounds, that it manufactures little else but trumpery; for, if
its industry were applied to works of current utility, the necessitous labourers in the same department, having families to support,
would be unable to work at so low'a rate, and must absolutely
perish by want and starvation.
The wages of manufacturing, are
often higher than those of agricultural "labour ; but they are" liable to
the most calamitous oscillation. War or legislative prohibition
will sometimes suddenly extinguish the demand for a particular
product, and reduce the industry employed upon it to a state of ut.
ter destitution.
The mere caprice of fashion is often fatal to whole
classes. The substitution of shoe ribands for buckles was a severe
te_nporary, blow to tlm population of Sheffield and Birmingham. _
The smallest variations in the price of rude or simple labour have
ever been justly considered as serious calamities.
In classes .of
somewhat superior wealth and talents, which are, in fact, a species
of personal wealth, a diminution in the rate of profits e_ails only a
abourersinto the market, or exacted more exertion fromthose alreadyengaged ;
thus occasioninga temporaryglut of labour. But the necessary sufferings of
the labouringclassat the "timemust inevitably have thinned its ranks.
• Malthus, F__sayon Popul. ed. 5. b. gfi.e. 13.
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reduction of expense, or, at most, but trenches, in some measure,
upon the capital those classes generally have at their disposal. But
to those, whose whole income is a b_tre subsistence, a fall of wages
is an absolute death-warrant, _if not to the labourer himself, to part
of his family at least.
Wherefore, all governments, pretending to the smallest paternal
solicitude for'their subjects' welfare, have evinced a readiness to aid
Ihe.indigent class, whenever any unexpected e_ient has accidentally
reduced the wages of common labour below the level of the labourer's subsistence. 'Yet the benevolent intentions of the government
have too often failed in their efficac3;, for want of judgment in the
choice of a remedy. _/'o render it effective, it is necessary first to
explore the cause of depression in the price of labour. If that depression be of a permanent nature, pecuniary and temporary aid is
of,no possible avail, and merely defers the pressure of the misclaief.
Of this nature are the discovery of new processes, the introduction
of new articles of import, or the emigration of a considerable number.of consumers. (a) In such emergencies, a remedy must be
sought in the discovery of some new and permanent occupation for
the hands thrown out of employ, in tire encouragement of new
channels of industry, in the setting on foot of distant enterprises,
the planting of colonies, &c.
If the dep_ssion be not of a permanent nature, if it be the mere
result of good or bad crops, the temporary assistance should be
limited to the unfortunate sufthrers by the oscillation.
Governments. or individuals, who attempt indiscriminate benefi_cence, will have the frequent mortification of finding their bounty
unavailing.
This max, be more convincingly demonstrated by example t]lan by argument.
Suppose in a vine district the quantity of'casks to be so abundant,
as to make it impossible to use them all. A war, or a statute toveiled against the production of wine, may, perhaps, ha_e caused
many proprietors of vineyards to adopt a different cultivation of
their lands; this is a permanent cause of surplus cooperage in the
market.
In ignorance of this cause, a genera] effort is made to as
sist the labouring coopers, either by purchasing their casks withou
wanting them, or by mak-ing up, in the shape of alms, the loss they
have sustained in the diminution of their profits. Useless pur(a)The second and t_st of these circumstances
are neither of them necessarily, universally, or permanently,
followed by the depression of the rate of _vages.
When a new object of nnport does not supersede one of elther home or foreign
production, it muut tend to raise the rate of wages, as it can only be proeuredby
enlarged home production.
The emigration of consumers, eontinumr_ to draw
sobsistenee from the eoutrtry £hey desert, leaves in actiw_y an equal mass of
human labour, though possibly with some variation of employment.
Besides
it may he _mporary only, as "that of the English to the continent, and of the
Irish both to England and to the continent;
who possifly might he brought
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chases, or eleemosynary aid, however, can not last forever; 'and,
the moment they cease, the poor. coopers will find themselves pre_
eisely in the same distressful situation, from which itwas attempted
to extricate them. All the sacrifices and expense will have been
incurred with no advantage, other than that of a little delay in the
date of their hopeless suftbrings and privations..
,
Suppose on the contrary, the cause of the superabundance of casks'
to be butt temporaryi to be nothing m6re than the failure of the.annual crop. If, instead of affording temporary relief "tothe working
coopers, they be encouraged to remove to other districts; or to enter
upon some other branch of industry, it wilt fQllow, that the next
year, when wine may be abundant, there will be a scarcity of casks
to receive it; the price will become exorbitant, and be settled at the
suggestion of avarice and speculation; which being unable themselves to manufacture casks, after the means of producing them have
been thus destroyed, part of the wine will probably be spoiled for
want of casks to hold it. It will i'equire a second shock and derangement of the rate of wages, before the manufacture of the article can
be brought again to a level with the demand.
Whence it,is evident, that the remedy must be adapted to the particular cause of the mischief; consequently, the cause must be ascertained, before the remedy is devised.
Necessary subsistence, then, may be taken to be the standard of
the wages of common raw labour; but this standard is itself extremely'fluctuating ; for, habit has great influence upon the extent of human
wants.
It is by no means certain, that the labourers of some cantons of France could exist under a total privation of wine. In Lon
don, beer is considered indispensable ; that beverage is there so much
an article of necessity, that beggars ask for money to buy a pOt of
beer, as commonly as in France for the .purchase of a morsel of
bread; and this latter object of solicitation, which appears to:us_o
very natural, may seem impertinent to foreigners just arrived from a
Country, where the poor subsist on potatoes, manioc, or other still
coarser diet.
What is necessary subsistence, depends, therefore, partly on the
habits.of the nation, to which the labourer may happen to belong.
In proportion as the value he consumes is small, his ordinary wages
may be low, and the product of his labour cheap. If his condition
be "improved, and his wages raised, either his pro_luct becomes
dearer to the consumer, or the 'share of his fellow producers is
diminished.
The disad vantages of their position are an effectual barrier against
any great extension of the consumption of the labouring" classes.
Humanity, indeed, would rejoice to see themand their families
dressed in clothing suitable to the climate and season ; -houses in
roomy, warm, airy, and "healthy habitations, and fed with wholesome
and plentiful diet, with perhaps occasional deticaey and variety ; but
there are verv few countries, wfiere wants, apparentlyso moderate,
are not considered far beyond the limits of strict necessity, and
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therefore not to be gratified by the customary
wages of the mere
}_ibouring. class.
The hmit of strict ne_sstty
varies, not only according
to the more
or tess comfortable
condition of the labourer,
and his family, but
likea'ise according to the several items of ,_xpense reputed unavoidable in the country he inhabits.
Among these is the one we have
just adverted to; namely, the rearing of children;
there are others
less urgent and imperative
in their nature, though equally enforced
by feeling and natural sentiments;
such as the care of the aged, to
which unhappily the labouring class are far too inattentive.
Nature
could entrust the perpetuation
of the human species to no impulse
less strong, than the vehemence of appetite and desire, and the anxiety
of-paternal
love; but has abandoned
the aged, whom she no longei
wants, to the slow workings of filial gratitude, or, what is even less
to be depended upon, to the providence
of their younger years.
Din
the habitual practice ,of SQcmty imperatively
subject every fa-milv to
the .obligation of laying by some provision for age, as it commonly
does for infancy, our ideas of necess}ty would be somewhat enlarged,
_rrd the minimum of wages somewhat
raised.
It must appear shocking to the eve of philanthropy,
that such is
not always me case.
It is lamentable
to think of the little providence of the labouring classes against the season of casual misfortmre,
infirmity, and sickness, as well.as against the certain helplessness of
old age.
Such considerations
afford most powerful reasons for forwardin_ ,and encouraging
provident
associations
of the-labouring
class, for the daily deposit of a trifling saving, as a fund in reserve
for that period, when age, or unexpected
calamity, shall cut off the
resource of their industry.*
But such institutions
can not be ext

* Saving-banks have sueeeeded in several districts of"England, Holland, and
"Germany'; partieularly where the _'overnment has been wise enough to withhold
its interference. The Insurance Company of' Paris has set one on foot, upon the
most hberal principles and with the most substantial _nmrantee. It is to be hoped,
that the labouring classes in a'eneral will see the wisdom of placing their little
savings in such an establishment, in preference to the hazardous investments
they have often been d_e.oyed into. " There is besides a further.national advantage in sueh a practice, namely, that of' augmenting the _eneral mass of pro_tuetive ea'pital_ and eon_quently extending the demand for human agency. (1)
(I) [In the principal cities of the United States, Saving-banks have also o_n
established, and have been attended with so much benefit, that they are now
spreading througl_ every part of' the Union. To the Friendly or Beneficial
Societies there are strong objections, to which the Saving-banks are not liable.
TheFriendty Societies have, un/loubted_ly,done some good ; but attended with a
certain portion of evil. The following extract from a report of' the Committee
of the Highls.nd Society. place_ these latter societies in a very proper light.
"Durlng the last century, a "l,umber of' Friendly Socmtles have been estab_isheit by the labourers in diflbrent parts of Great Britain, to enable them to
make provision against want. The principle of these societie_ usually Is, that
the members pay a certain stated sum periodically, from wh'icb an allowance is
made to them upon sickn_ss or old age, and to their families upon their death.
These societies have done much good ; but they are a:t_nded with some disad
7antages. In particatar, the frequent meetings of the members occasion the lore
_
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peeted to succeed, unless the labourer be' taught to consider these
means uf precaution as a matter of duty and necessity, and hold to
the obligation to carry his saving§ ta such pl#ces of depesit, as equally
indispensable with the payment of his rent or taxes :this new dqty
would doubtless tend in a slight degree to raise the scale of wages,
so as to allow of such frugality, but for that very reason it is desirable.
How can such establishments thrive in countries where habit'and
the interested: views, of the government conspire to make t_ labourer
spend m the pubhc-huuse not only what he might lay by, but frpquently
the very subsistence of his family, in which all his.comforts and pleasures should be _entred. The vain and costly_ amusements of the
rich are not always justifiable in the eye of reason ; but how much
more disastrous is the senseless dissipation of the poor ! The mirth
of the indigent'is invariably seasoned with tears; and the orgies of
the populace are days of mourning to _tbephilosopher.
Besides the reasons advanced in this and the preceding sections,
to explain why the wages of the adventurer, even if he derive no
profit as a capitalist, are generally higher than those of the mere
labourer, there are others, not so solid or well founded indeed, but
such as nevertheless must not be overlooked.
The wages of the labourer are a matter of adjustment.and compact
between the conflicting interests of master and workman i the latter
endeavouring to get as much, the former to givens little, as he possibly can ; but in a contest:of this kind, there is on the side of the
master an advantage, over and above what is given him by the n_ure
3f his occupation.
The master and tim workman are no doubt
equally necessary to each other; for one. gains nothingbut with the
other's assistance ; the wants of the master are, however, of the two,
less urgent and less immediate.
There are few masters but what
could exist several months or even _ears, without employing a single
labourer; and few labourers that can remain out of work for many
weeks, _ithout being reduced to the extremity of distress. And this
circomstance must have its weight in striking the bargain for wages
between them.
Sismondi, in a late Wo_k_ published since the alSpearance of my
of much time, and frequently of a good.deal of moneyspent in entertainments.
The stated payments must be regularlymade; otherwise,after a certain time,
the member (neces_rily from its:beingin fact an insurance_'loses the benefit
of all that he has formerlypaid. Nothing more than the stated payments car
be made,however easily the membermight be able at the momentto add_'li_tle
to his store. Frequently the value of the chances on which the. societies_are
formed,is ill calculated; in which case either the contributorsdo not receive an
equivalent,for their payments,or too large an allowanceis given at first, which
brings on the bankruptcyof the institution. Frequently the sums are embezzled
by artful men, who, by imposinff_on
the inexperienceof the members,get themselves elected into officesof trust. The benefit is.distantand e_ntlngent; each'
membernot having beneht fromhis contributions_nevery case_,but ofilyin the
case of his falling into the situations of distress providedfor. by the society.
Andthe Wholeconcernisso complicated,that manyhave hesitationm embarking in it their hard-earnedsavings_"]
Am_c_
F_rro_. .
*.Noureau_Prin. _ Econ. Pol. liv. vii. c. O:
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third edition, has suggested some legislative provisions, for the
• avowed purpose of bettering the condition of the labouring classes.
He Sets out with the. position, that the low rate of their wages accrues to the benefit of the adventurers and masters who employ
them ; and thence i/ffers0 that jn the moment of calamity, their claim
for relief is tlpon the masters, and not upon society at large. Wherei_ore, he proposes to make it obligatory upon the proprietors and
farmers of land at all times to feed the agricultural, and upon the
manufacturers to provide subsistence for the manufacturing labourer.
On the other hand, to prevent the probable excess of population,
consequent upon the certain prospect of subsistence to _hemselves
and their families, he would give to their respective masters the
right of preventing Or permitting marriage amongst their people.
This scheme, however entitled to favourable consideratmn by the
motive of humanity in which it originated, seems to-me altogether
impracticable. It would he a gross violation of the right, of property,
to saddle one class 0f society with the eompnlsory maintenance of
another ; and it would be a violation still more gross, to give one
_t of men a personal control over another ; for the freedom of personal action is the most sacred of all the objects of property.
The
arbitrary prohibition of marriage to one class is a premium to the
procreation of all the rest. ,Besides, there is no truth in the position,.that the low rate of wages redounds exclusively to the profit
of the master. Their reduction, followed up by the constant action
of competition, is sure to bring about a fall of the price of products;
so that it is the class of consumers, in other words, the whole community, that derives the profit. And if it be so great as to throw
the subsistence of the labourers upon the public at large, the public
is in a great measure indemnified by the reduced prices of the objects
of its consumption.
There are some evils incident to the imperfection of the human
species, and to the constitution of nature ; and of this description is
the excess of population above the means of subsistence. On the
whole, this evil 4s quite as severely felt in a horde of savages, as in
a civilized community. It would be unjust to suppose it a creature
of social institutions, and a mere fallacy to hold out the prospect of
a complete remedy ; and, however it may merit the thanks of mankind to study the means of palliation, we must be cautious not to
give a ready ear to expedients that can have no good effect, and
must prove worse than the disease itself. A government ought
doubtless to protect the interests of the labouring classes, as far as it
can do so without deranging the course of human affairs, or cramping _he freedom of individual dealings; for those classes are less
advantageously placed than the masters, in the common course of
things; but a wise ruler will studiously avoid all interference
between individuals, lest it superadd the evils of administration to
those of natural position. Thus, he will equally protect the master
and the l_bourer from the effects of combination. The masters have
he advantage of smaller numbers and easier eo,mmunieation; where-
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as, the labourers can scarc_, combine, without assuming the sir of
revolt and disaffection, which the police is ever on the watch "to
repress. Nay, the partisans of the exporting _ystem have gone
far as to consider the combinations of the journeymen.as i0junou_ to _
national prosperity, because they.tend,.to raise the price of the commodities destined for export, and thereby to injure their preference
in the foreign market, which they look upon as so desirable. But
what must be the character of that policy, which aims at national
prosperity through the impoverishment of a large proportion of the
home producers, with a view to supply foreigners at a cheaper rate,
and give them all the benefit of the national privation and selfdenial ?
One sometimes meets with masters, who, in their anxiety to
justify their avaricious practices by argument, assertroundly, that
"he labourer would perform less work, if bettdr paid, and that he
must be stimulated by the impulse of want. Smith, a writer of no
small experience and singular penetration, is of a very different
opinion.- Lot us take his own words. "The liberal reward "of
labour, as it encourages the propagation, so it increases the industry
of the common people. The wages of labour are the encouragement
of industry, which, like every other human quality, improves in
proportion to the enoouragement it receives.
A plentiful subsiStence increases the bodily ,strength of the labourer,, and the eomfor_able hope of, bettering his conditio_a, and of ending his days perhaps
m ease and plentv, animates him to exert that strerrgth to the utmost.
r
"
" o"
V_here
wages are_ high,
accordmtjy,
we shall always find the workmen more active, diligent, and expeditious, than where they fire
low ; in England, for example, than Scotland ; in the neighbourhood
of great towns, than in remote country places. Some workmen,
indeed, wben they can earn in four days what will maintain them
through the week, will be idle the other three. Thig, however, is
by no means the case with'the greater part. Workmen, on the contrary, when they are liberally paid _by the piece, are very apt to
overwork, themselves, and to ruin their health and constitution in a
few years."*
SEcrmN V.
Of the Independence aceruinff to the Moderns from the Advanee_nent
¢
of Industry.
The maxims of political economy are immutable; ere yet observed
(,r discovered, they were operating in the _xvav above described ; tl_e
same cause regularly producing the same effect; the wealth of Tyre
and of Amsterdam originated in a common source. It is society
that has been subject to change, in the progressive advancement o'f
industry.
* Wealth of Nations, booki. c. 8.
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Th_ anc_,ents were not nearly so far behind tile moderns in agriculture, as in the mechanical
arts. Wherefore,
since agricukura
pro_lacts are alone (I)_ essential to the multiplication of mankind, the
tmoccupied
surplus 9f human labour was larger than in modern
days.
Those, "qho happened
to have little or no land, unable to
subsist upon the product of their own industry, unprovided
with
capital, and too proud to engage in those subordinate
employments,
which were commonly filled by slaves, had no resource but to borwow, without a,prospect
of the abihtv to repay, and were continually
demanding
that equal division of p'ropertv, which was utterh T impracticable.
With a view to stifle their discontents,
the leading_ men
of the state were obliged to engage them in warlike enterprises,
and, in the intervals
of peace, to subsist them on the spoils of the
enemy, or on their own private means.
This was the grand source
of the civil disorder and discord, which continually
distracted the
states of antiquity ; of the frequency of their wars, of the corruption
of tlaeil: suffrages, and of the connexion
of patron and client, which
backed the ambition
of a Marius aud a Svlla, a Pompey and a
Cmsar, an Antony and an Octavius, and which finally reduced
the
whole R_oman people to the condition of servile attendants
upon the
court of a Caligula, a Heliogabatus,
or some monster of equal enormity, whose grand condition
of empire was the subsistence
of the
objects of his atrocious tyranny.
The industrious cities of Tyre, Corinth, and Carthage, were somewhat differently
circumstanced;
but they could not permanently
resist the hostility of .poorer and more warlike nations, impelledby
the prospect of plunder.
Industry and civilization were the continual
prey of barbarism
and l_enury ; and Rome herself at length yielded
to the attack of Gothic and Vandalic
conquerors.
Thus re-plunged into a state of barbarism, the condition of Europe,
_turing the middle ages, .was but a revival of the earliest scenes of
Grecian and Italian history, in an aggravated
form.
Each baron or
great'landholder,
was surrounded
by a circle of vassals or clients on
his domain, ready to follow him in civil broils or foreign warfare.
(1) The "multipheation of mankind" is not, as is here asserted by our author,
, alone dependent upon "affrmuttural products ;" but, likewxse, upon everT other
description of commodities essential to human maintenance and support. Food,
or subsistence, is unquestionably indispensable to the exmtence of man : but not
more necessary-to his prolonged being and health, than raiment, shelter, and
fire. The position of Mr. Malthus, wlamh hmlts population to subsmtence ordy,
and which is here taken for granted and adopted by our author, is not accurate
or just; and by the more recent pohtical econommal inqmrers has, therefore,
either been modified or abandoned. Professor Senior, in his " Two Lectures
on Population, delivered before the University of Oxford in Easter Term, 182S,"
in considering the general principles, adopt-"the followmz proposition, as what
appears to him an outline of the htws of population: "That the populat'.on of a
g_ven distrmt is limited only by moral or physical evil, or by the appreheus,:oo.
of a deficmney in the means of obtalrrin_ tho.cearticles of wealth ; or, in other
words, those n6eeszaries, decencies and luxurm._, whmh the habits of the ".'nd'aYiduats of each class of the inhabitants of that district lead thetfi to require "
29 _
A_mRXcA_EDITOR. '

I should trench upon the provinee of the .historian, wer_ I to
attempt the delineation of the various causes that have aided .the
progress of industry since that period ; but I may be allowed merely
to note, by the way, the great change that has been"efi_cted, and tim
consequence of that change. Industry has become a means of subsistenee to the bulk of the population, independent of the eapriee-of
the large proprietors, and without being to them a constant source Of
alarm: it is nursed and supported by the capital _eeumulated fly its
own exertions. The relation of client and vassal has ceased to
exist; and the poorest individual is hi§ own master, and dependent
upon his personal faculties alone. Nations can support themselves
upon their internal resources; and governments derive from their
subjects those supphes, which they were wont .to dispense as a matter of favour.
The increasing prosperity of manufacture and eommeree has
raised them in the scale of estimation. The object _ war is changed,
from the spoliation and destruction _fthe sources of wettlt_l, to their
quiet and exclusive possession. For the last two-centuries, where
war _ms not been made to gratify the childish variity of a nation or
a monarch, the bone of coatention has always been, either colonial
sovereignty, or commercial monopoly. Instead of a contest of
hungry barbarians against their wealthy and industrious.neighbours,
it i_as been one between civilized nations on either side ; wherein the
victor has shown the greatest anxiety to preserve the .resources of
the conquered territory.
The invasion of Greece by"the Turks, in
the fifteenth century, appears to have been the final effort of pure
barbarism arrayed against civilization. The present preponderance
of industry and civilized habits amongst (he general mass of mankind seems to exclude all probability of a recurrence of such calamitous events. Indeed, the improvement of military science takes
away all fear of the result of such a conflict.
There is yet one "step more to be made; and that can only be
rendered practicable by the wider diffusion of the principles of i)olitieal economy.
They will some day have taught mankind that the
sacrifice of their lives, in a contest for the acquisition or retention ot
colonial dominion or commercial monopoly, is a vain pursuit of
costly and delusive good ;,that external products, even those of the
colonial dependencies of a nation, are only procurable wi_h the products of domestic growth : that internal production is, therefore, thG
proper object of solicilude, and is best to be pxomoted by politicai
tranquillity, moderate and equal laws, and facility of intercourse.
The fate of nations will thenceforth hang no longer upon the prerti.
rious tenure of political pre-eminence, but upon the relative degree
of information and intelligence.
Pt_blic functionaries.will
gro_
more and more dependent upon the productive classes, to whom
they must look for supplies; the people, retaining the'right of taxa.
tion in their own hams, will always be well governed; and the
struggles of power against the current of improvement will end in
its own subversion; for it will vainly strive against the dispensations
of nature.
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CHAPTER VIII..
OF

THE'REVENUE

OF CAPITAL.

Tu_ service, rendered by capital, in productive operations, establishes a demand for capital to be so employed, and enables the proorietors of it to char_ge more or less ibr that service.
" Whether the capitalist thus employ his capital himself, or lend it
to another for that,purpose" it vields a profit, that is called the prqfit
of capital, distinct from that of the industry employing it. In the
former case, the profit obtained constitutes {he revenue of his capital, which is added to that of his personal talent and industry, and
often confounded with it.--In the latter, the revenue of capital is
precisely the interest paid for its use, the proprietor abandoning to
the borrower the profit derivable from his personal employment of
the capital lent.
As the investigation of the interest of capital lent-will help to
throw light on the subject of the profit derivable from its personal
employment, it may be as well, in the first instance, to acquire a
just idea of the nature and variation of interest.
SECTION

I:

Of Loans at Interest.
The interest of' capital lent, improperly called the interest Of
money, was formerly denominated usury, that is to say, rent for its
use .and enjo.ymeat; which, indeed, was the correct term; for interest is nothing more than the price, or rent, paid for the enjoyment
of an object of value. But the word has acquired an odious meaning/ and now presents to the mindthe idea of illegal, exorbitant interest only, a milder but less expressive term having been substituted
by common usage.
Before the fttactions and utility of capital were known, it is probable, that the demand of rent for it by lenders was considered an
abuse and oppression,--an expedient to favour the rich and prejudice
the poor ; nay, farther, that frugality, the sole means of amassing
capital, was regarded as parsimony, and deemed a public mischief
by the populace, in whose eyes, the sums not spent bY great pro
pfietors were looked Upon as lost to themselves. They cou]3 .not
eomprehend, that money, laid by to be turned to account in some
beneficial employment, must be equally spent; for, if it were buried.
k cpuld never be turned to account at all; that it is, in fact, spent in
a manner a ,thousand times more profitable to the poor # and that a
* Vide4nfrd, BookIlL on the subjectof re-productiveconsumption.
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labouring man is never sure of earning-a subsistence, except .where
there is a capital in reserve for him to work'upon.
2'his prejudice
against rich individuals, who do not spehd their _;vhole income, stdt
exists pretty-generally;
formerly it was universal; lenders themselves were not altogether free from it, bat were so much ashamed
of the part they were acting, as to employ the most disreputable
agents m the collection of profits perfectly just, and highly adVantageous to society.
It is, therefore, not surprising that the ecclesiastical, and at several
periods, the civil codes, likewise, shduld have interdicted loans at
interest; and that, during the whole of the middle ages, throughout
the larger states of Europe, this traltie should have been reputed
infamous, and abandoned to the'Jews.--The
little manufacturing or
commercial industry of those days was kept alive hy the scanty
capital of the dealers and mechanics themselves: and agricuhflral
industry, which was pursued with somewhat better success, was
supported by the advances of the lords and great proprietors, who
employed their serfs or retainers on their own account.
Loans
were contracted for, not with a view of profitably employing the
money, but merely to satist:v some urgent want, so that the exactor
of interest was profiting b,,' a neighbour's distress ; and it 'may easily
be conceived, that a religion, founded on the principle of fi:aterna|
love, as the Christian religion is, must disapprove a calculating
spirit, that even now is a stranger to generous bosoms, and repugnant to the common maxims of moralitv.--Montesquieu*
attributes
the decline of commerce to tt}is proscription of loans at interest;
which was undoubtedly one cause, although, indeed, it was one
amongst many.
The progressive advance of-industry has taught us to ._iew;ihe
loan of capital in a different light. In ordinary cases, it is no longer
a resource in the hour of emergency, but an" agent, an instrument,
which may be turned to the great benefit, as well of'society, as of
th_ individual. Henceforward, it will be reckoned no more avaricious or immoral to take interest, than to receive rent for land, or
wages for labour; it is an equitable compensation adjusted by/niatual
convenience ; and the contract, fixing the terms between borrov_er
and lendea', is of precisely the same nature, as any other contract
whatsoever.
In ordinary cases of exchange, however, the transaction is ended
as soon as the exchange is completed ; whereas, in tim case of a loan,
there remains to be calculated the risk the lencler incur_ of never
recovering the whole, or at least a part, of his capital.
The risk is
practically estimated, and indemnified by some addition of interest,
in the nature of a premium of insurance.
Whenever there happens
to be a question about the interest bf advances,-a careful distinction
should be made between these, its two compofient parts ; otherwise,
where is ahvays danger of error ; and individuals, or even the ,_gents
* Esprit des Lois, liv. x_i. e. 20.
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of public authority, wiil be apt to involve themselves in useless and
disastrous operations.
Thus, the p4"actice of usury has been uniformly revived, whenever
it has been atti_mpted to limit the rate of interest, or abolish it altogether'. The severer the penalties, and the more rigid their exaction,
the higher the interest of money was sure to rise; and this is what
might naturally have been expected; for the greater the risk, the
greater premium of insurance did it require to tempt the lender. At
Rome, while the republican form vf government lasted, the interest
of money was enormous, kas it was natural to suppose, even if it
were not a matter of history.
The debtors, who are always the
plebeians, were corrtinually threatening their patrician creditors. The
laws of Mahomet have prohibited loans at interest; and what is the
consequence in the 3Iussulman dominions 1. Money is lent at interest, but the lender must be indemnified for the use of his capital,
•and, moreover, for the risk incurred in the contravention of the
law. It was the same in Christian countries, so long as loans at
interest were illegal : and where the necessity of borrowing enforced
the toleration of the practice anaon_st the Jews, such were the
"humiliation; oppression, and extortion, to which, on one pretext or
another, that nation was exposed on this score, that nothing short
of a very heavy rate of interest could indemnify for such repeated
loss and mortification.
Leters patent of the _'rench king John,
bearing date in the year 1360, are now extant, which authorises tile
Jews to lend on pledges at the rate of four deniers per week for
every livre of twet}ty sous, which is more than eighty-six per cent.
per annum; but in-the year following, the same monarch, though
recorded as one of the most scrupulous performers of his royal word
that our annals can boast of, caused the quantity of pure metal contained in the coin to be reduced; so that the leaders no longer
received back a value equal to what they had lent.
This explanation will alone suffice to justify the very hea_" interest demanded, without at all taking into calculation, that at a period,
when loans were negotiated, not to forward industrious enterprises,
brat-to support war, to feed extravagance, and to further the most
hazardous projects_ at a period when laws were powerless, and
lenders unable legally to enforce their claims against their debtors,
it requ_'red a very ample premium to cover the risk of non-payment.
In fact, the premium of insurance absorbed the far greater part of
what .t_assed under the name of interest, or usury: and the actual bona
.fide interest, the rel_t for the use of capital lent, was reduced to a
very trifle; for, though capital was scarce, there is reason to suppose.
thai productive employment was still more so. Of the 86 per cent
interest paid in the reign of king John, ],erhaps not more than 3 oz
4 par cent. was the equivalent for the produeiive service of the
capital-advanced ; for all productive labour is better paid now, than
it was in th9se day_ and even now-a-days the rent of capital can
scar.c_elybe reckoned hi_her than 5 per cent. ; the excess is so much
premium of insurance for the lender's indemnity.
'2T
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Thus, the ratio of the premium of insurance, wlfich frequently
forms the greater portion of what is cal_ed interest, depends.on the
cd_gree of secm'ity presented to the lende(; which security consists
efly in three circumstances :---1. The s_fety of the "mode of .
employment ; 2. The personal ability and c,haraeter.of the borrower,
8. The good government of the country he, happens to reside in.
We have just seen, how much the hazardous purposes, to which loans
were applied in the middle ages, enhanced the premium of insurance
necessarily paid to the lender.
It is the same with all perilous investments of capital, with a difference in degree only. The Athenians of old, made a distinction
between marine interest, or interest of capital afloat, and landinterest, or interest on shore ; the former Was rated at 30 per cent.
more or tess per voyage, whether to the Eu:_ine, or to any port in
the Mediterranean._ As two such voyages were accomplished with
ease in the year, the annual marine interest may be rated at about 60,
while other interest was commonly not more than 12 per cent.
Supposing that, of the 12 per cent. one half was assigned to cover
the risk of the lender; we shall find, that the mere annual rent or
hire of money at Athens, w_is 6 per cent. only, which i should still
tnink above the, mark ; yet, supposing it to have been so high, the
marine interest allowed 54 per cent. for insurance of the lender's
risk. So enormous a premium must be attributed in part to the barbarous habits then prevalent among the nations with whom they
traded; for different nations were t_en much greater strangers to
each other, than theyai'e at present, and commercial laws and customs much less respected; and in part to the imperfections of the
art of navigation.
There was more danger in a voyage from the
Pir_eus to Trapezus, though but three hundred leagues distanL than
there is now in one from L'Orient to China, which is a distance of
seven thousand.
Thus, the improvements of geography and navigation have contributed to lower.the rate of interest, and ultimately
to reduce the cost price of products. Loans are sometimes contracted not for a productive investment, but for.mere barren consumption.
.Transactions of this kind should always awaken the suspicion of the
lender, inasmuch as they engender no means of repayment of either
principal ur interest. If charged upon a growing revenue, they are,
at a_l e_'ents, an anticipation of that revenue; and if charged upon
any of the sources .of revenue, they afford the means of dissipating
the particular source itself. If there be the security neither of_revehue nor of its source, they barely place the property of one person
at the wanton disposition of another.
Among the eircumstance_ incident to the nature of the employ.
ment, which hafluence the rate,of interest, the duration of the loan
must not-be forgotten ; ceteris paribtis, interest is lower when the
lender can withdraw his funda at pleasure, or at least in a very short
periqd ; and that both on account of the positive advantage of having
t:apital readily at command, and because there is less dread of a risk,
* Voyage tPAnaeharsis, tom.iv. p. 371.
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which may probably be avoided by timely reti'eat.
The facility of
i/nmediate negotiation presented by the transferable bills and notes
of modern governments, is one principal cause of the low rate of
interest, at _ithich many ot these governments are enabled to borrow. (a) This interest, in my opinion, hardly covers the risk of the
leinder; but he always reckons on the certainty of selling his securities before the moment of catastrophe, should any serious alarm be
entertained.
The public securities that are not negotiable, bear a
much higher interest; such, for instance, as the old personal annuities in France', which the govermnent generally sold at the rate of 10
per cent. a high average for young lives. Wherefore the Genevese
acted with excellent,judgment,
in settling their annuities on thirty
lives of well-known public characters.
By this means, they made
their annuities negotiable, and so conti'ived to get the rate of interest
of securities not negotiable, upon securities that were negotiable.
About the vast influence of personal character and ability in the
borrower, in determining the amount of the premium of insurance to
the lender, there can be no doubt whatever: they are the basis of
what is called personal credit; and it is hardly necessary to say,
that a person'in good credit borrows at a cheaper rate, than another
who has none.
Next to approved integrity and probity, what most contributes to
the credit of an individual or of a government, is past punctuality in
performance of eng-agements; this is, in fact, the very corner-stone
of credit, and one that seldom pr6ves insecure. But why, it may be
asked, may not a man who has never yet made default in his paymerit, fail the very next m9ment ? There is very little probability
that he will, especially if his punctuality be of long standing. For,
to have been ever punctual in his payments, he must either have
always been possessed of value in hand sufficient -to meet demands
upon him ; that is to say, he must have been a man of property over
and above his debts, which is the best possible ground of trust; or
else he must have managed matters so well, and have speculated with
• so much judgment and safety, as always to have had his returns
arrivebefore the calls became due ; thus evincing a degree of ability
and prudence, which afforded an excellent guarantee for his future
punctuality.
The converse of this is the reason, why a merchant,
that has once failed or hesitated in the performance of his engagements, thenceforward loses his credit entirely.
Finally, the good government of the country, where the debtor
re_ides, reduces the risk of the creditor, and consequently, the premium of insurance he is obliged to demand to cover that risk.
_eace it is, that the rate of interest rises, whenever the laws and
their administration do not insure the perforlnance of engageme_s.
(tt).This is strongly ill_ustratedby the unfundedand the funded debt of Great
lkEtain. The former, in the shape of exchequerand treasury bills, bears a rate
of interest considerablylower than the latter in the shape of stock ; because the
Iffllsareconvertiblereadily at par; whereas,the usual rise and fall of the capital
stock is much greater, than the interest upon_ for short periods. T.
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It is yet-more aggravated,
when "they excite to the violation of them;
as when they authorise
non,payment,
or do not acknowledge"
the
validitv of bonafide contracts.
-"The resort to personal restraint against i'nsolven_ debtors hasbeen
generally considered
as injurious to the borrower ;"but is, on the contrary, much in his favour.
Loans are made more willingly,'and
on
better terms, where the rights of the lender are best secured bylaw. (a) Besides, the encouragement
to accumulate
capital is thereby
nlarged ; whenever individuals mistrust the mode 'of investing .their
savings, there is a strong inducement
to every one to consume the
whole, of his income, and this consideration
will, perhaps,
help to
explain a curious moral phenomenon;
nameqy, that irresistible avidity
tbr excessive enjoyment,
which is a common symptom in tiff/as of
political turbulence
and confusion.*
.However, while on the subject of the necessity of personal seizerity
towards debtors, I cannot recommend
the practice of imprisonment;
to confine a debtor is to command him to discharge his debts, and at
the same time deprive him of the means of so doing.
There seems
more reason in the-Hindu
institution, g-iv'ing the creditor the _option
of seizing the person of bis insolvent debtor, and confining him at
the creditor's
own home to compulsory
labour, for the creditor's
benefit.]But, whatever be the means, whereby the public auth6rity
enforces the payment
of debts, they must always be ineffective, if
law be partially or capriciously
administered.
The moment a debtor
is, or hopes to be, out of his creditor's
reach, ther.e is a risk to,be run
by the creditor, which is of value, and must be indemnified.
After having thus detached from the rate of bare interest all that
is paid as premium of insurance to the lender against the risk of total
or partial loss of his capital, it remains to consider that part, which
Js purely and simply interest ; that is to say, rent paid for the utility
and the use of capital.
Now

this portion

of the gross

sum called

interest

is larger

in pro-

* See the description of the Plague at Florence, as given after Boccaccio by
Sismondl, m his admirable Histoire des Rdl)ubliques d'Italie. A_similar effect
was observed at several of the most dreadful epochs'of the French revolution.
. _ Raynal, Histoire Irhilosophique, tom. i.
(a) The personal restraint of the debtor has nowhere been earrled to such
extreme length as in England. Not only _as a debtor_at one time liable to
imprisonment pendent lite, and before the debt was legally established, _mdthat
for the smallest sum ; but the term of his imprisonment in execution after iudg- '
ment, was absolutely unlimited. The hardship, in both these particulars, wan
partially remedied before the erection of our insolvent code ; and that code has
still further alleviated _m condition o'f the debtor: But the whole sy._tem is
vitiated, and in a great measure, neutralised, by total neglect of all measures
for the prevention of insolvency, in limine. The grand expedient is, publicity
of property ; which, in the first place, gives the creditor the mean8 of'esti/natang
beforehand, ann with mOreaccuracy, the.grounds and fair extent of his debtor's
credit; and in the next, enables him, in case of default, to"resort _ thdse._nana,
instead of endeavouring to discover or extort them by personal rostra:rot. Thun
It is, that one error of policy is s_e to engender another. T
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portion as the supply of capital available for loans is less; and as the
(temand of capitalf'or that specific object is greater; and again, that
demand is the greater in proportion to the more numerous _nd more
laerative employments of.capital.
Consequently, a rise in the rate
of interest does not infallibly or universally, denote, that capital is
growing scarcer; For possibly, it may be a sign, that its.a_ses are
multiplied. Smith has remarked this'consequence upon the close of
the very successful war on the part of England, which terminated
with the peace of 1768.* The rate of interesf then advanced instead
of declining; t_ important acquisitions of England had opened a
new field for her commercial enterprise and speculation; capital was
not diminished in quantity, but the demand for it was increased ; and
the _rise of interest, which ensued, though in most cases a sign of
impoverishment, was, in this, a consequence of the acquisition of new
sources of wealth.
France, in 1S12, experienced the opposite effect of a cause directly
the reverse. A long and destructive war, which had annihilated
almost all external communication; exorbitant taxation; the ruinous
system of licenses; the commercial enterprises of the government
itself; fi'equent and arbitrary alterations in the duties on import;
confiscation, destruction, vexation; in fine, a system of administration
uniformly avaricious and hostile to private interest, had rendered all
emerpr!ses of industry difficult, hazardous and ruinous in the extreme. The a_,_,r_ateo.
._
canital_ of the nation was probably on the
decline; but the beneficial employment of it became still more rare
as well as dangerous; so much so, that interest never fell so tow in
France as at that period; and, what is in general the sign of extreme
prosperity, was then the effect of extreme distress.
These exceptions serve but to confirm the general and eternal law,
that the more abundant is the disposable capital, in proportion to the
multiplicity of its employments, the lower _vilt the interest of borrowed capital fall. With regard to the supply ofdisp.osable capital,
that must depend on the quantum of prevtous sawngs.
On this
head, I must refer to what I have before said upon the subject of
the formation of capital.t
* Wealth of ,Nations, booki. e. 9.
,__upr_, BookI. chap. 11. It has been remarkedthat the rate of interes_is
u_aallysomewhatlowerin towns_than in countryplaces, lVealth of Nations,
booki. c. 9. The reasonis plain. Capital is fol;the mostpartin the handsof
the wealthyresidentsof the towns,orat least of personswho resortto themfor
their business,and carry with them the cerrrmoditythey deal in; i. e. capital,
whichthey do not like to employat _uch distancefrom their own inspection.
Towns, and particularlygreat cities, are the grand markets for capital,perhaps
even more than for labour itself; accordmffty,labour is there comparatively
dearer than capital. In the country, where there is httle unemployedcapital, .
the contrary, is observable. Thus, usury is more prevalent in country places;
it, would be .less so, if the business of lending were more safe and in better
repute.(a)
(a) These remarks are just in tYhemain; but the advantageof town over coun
try, in this .particular, anay be reduced -to a very trifle, by the ease of internal
communication. In England the differenceis scarcelyperceptible. T.
30
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If it be desired, that capital in search of employment, and indtlstry
m search of capital, should both be satisfied in the fullest-manner,
entire lll_erty of dealing mast be allowed ha all matters totlgliing
loans at _nterest. Dispdsable capital, being thus left to itself, will
seldom remain long unemployed; and there is every reason to
believe, that as much industry will be called into aativity, as the
actual state of society will admit.
- '
But it is essential to pay a strict attention to the aneaning of;the
term,.supply of disposable capital; for this alone can have any influence upon the rate of interest; it is ofily so much capital, as the
owners have both the power and the will td dispose of, that can be
said to be in circulation.
A capital already vested and en_aged in
production or otherwise, is no longer in the market, and therefore
no longer forms a part of the total circulating capital; its owner is
no longer a competitor of other owners in the business of lending,
unless the employment be one, fi'om which capital may be easily
disengaged and transferred to other objects. Thus, capital lent to a
trader, and liable to be withdrawn from his hands at a short notice,
and, afortiori, capital employed in the discount of bills of exchange,
which is-one way of lending among eommerelnt "men, is capital,
readily disposable and transferable to any other channel of employmeat, which the owner may judge convenient.
Capital employed by the owner on his oxvn account, in a trade
that may be soon wound up, in that of a grocer for instance,.stands
nearly in the same predicament.
Tile articles he deals in find at all
times a ready market, and the capital thus employed may be realized, repaid if lent, re-lent and re-employed in other trades, or applied
to any other use. It is always either in actual circulation, or at least
on the point of being so. Of all values, .the one most immediately
disposable is that of money. But capital embarked in the construction of a mill, or other fabric, or even in a movable.of small dimensions, is fixed capital, which being no longer available for any other
purpose, is withdra_vn from the mass of circulating capital, and can
no longer yield any other benefit than that of the product wherein it
has been'vested.
Nor should it be lost sight of, that even tho_agh
the mill or other fobric he sold, its value, as capital, is not by that
means restored to circulation ; it has meretv passed from one proprietor to another.
On the other hand, the disposable value, wherewith tbe buyer has made the purchase, is not thrown out of circulation, having merely passed from his into the seller's hands. The
sale neither increases nor diminishes the mass of flo_ing capital ii "
the market.. Attention to this circumstance is essential to the form
ing a correct estimate of the causes, that determine the rate, as welt
of interest on capital, as l_ewise of profit accruing from capita'
employed, which we are about to consider presently.
It has been sometimes supposed, that capital is multiplied by tht.
operatio n of credit. This error, though frequently recurring it.
1
I'"
works professing to treat of political economy, can on,y._a
:se from
a total ignorance of the nature and fqnctiot,, of cag',at., CaF.:.tal
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consista of positive v_iue vested in materia_ substance,
and not of
immaterial
products, which are utterly incapable of being acCumulated.
And a material product evidemly cannot be in more places
than on0, or be employed
by more persons than one, at the same
iderrtieal moment.
The _works, machinery,
utensils, provisions, ahd
stock in hand,,compbsing
the capital of a manufacturer,
may possibly
be wh611y borrowed ; in which case, he will be acting upgn a hired
capital
and not on one of his own; yet, beyond all question that
capital can be made use of by no one else, so long as it remains
within his control and management
: the lender has parted with the
power of otherwise disposiug .of it for the time.
A hundred others
might have equal security and credit to offer; [_ut their applications
could not multiply the vblume of disposable capital, and could have
no otber effect trran to prevent other capital from remaining idle and
out. of employ.**
It is not to be expected, that I should here enter upon a computation of the motives of affection, consanguinity,
generosity,
or
gratitude, which may occasionally
give rise to the loan of capital,
or i_nfluence the amount of interest demanded for it. Every reader
must take upon himself to appreciate
the influence of moral causes
upon the laws, of political economy,
which alone we profess to
expound.
To limit capitalists to the lending at a certain fixed rate only, is
tGset _/n ",'bitrary value on their commodity, to impose a maximum
of price upon it, and to exclude, from the mass of floating or circulating capital, all that portion, whose proprietors,
cannot, or will
not, accept of the limited rate of interest.
Laws of this description
are so mischievous, that it is well they are so little regarded as tbev
almost always are, the wants of borrowers combining with those of
lenders, for the purpose of evading them ; which is easily managed,
by stipulating for benefits to the lender, not indeed bearing the name
of interest, although really the same thing in the end.
The only
consequence
of such enactments
is, to raise the rate of interest, by
adding to the risks, to which the lender is exposed, and against
which he must be indemnified.
It is somewhat amusing to find that
those governments,
which have fixed the rate of interest,
have
* Vide-suFrd , Book I. chap. 10, 11, on the mode of employing, and on the
transformation and accumulation of capital. What is here said does not mihtate
against the positions laid down in Book L chap. 22. on the representatives of
money. A bill of exchange, with good names upon it, is only an expedient for
borrowin_ of a. third person actual and positive value, in the interim between
the negotiation .and the maturity of the bill. 13illsand notes, payable on demand,
or at sight,:whether issued hy the government, or by plyivate banking-establishments, are a mere substitution of a cheap paper agent of'circulation, in the place
era costly and metallic agent. The monetary functions of the metal being executed by the paper, the former is set flee for other objects ; and, inasmuch as it
is exchangeable for other commodities or implements of industry,, a positive
accession is made by the substitution to the natural capital ; but no further. The
degree of the accession is hmjted strictly to the amount of value required fol
the business of circulation, and dispensed with by this expedient; which amount
is tt mere trifle, in comparmonwith the total value of .the national capita]
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almos! invariably- themselves set the example of bre_tking their ow_
ldws, by borrowing at higher than ]egal interest in .their own case.
. That" interest should be fixed by law is highly proper and neeessarx,,,; but it should bo fixed only in'eases, where there is no previous
agreement about it; as in the case of a legalJ:ecovery of a sum with
interest. And, in such case, I tl'_inkthe interest fixed by law shoald
be estimated at the lowest rate that is usually paid by-individuals;
because the lowest rate is that paid by the sat_st investments. Now,
it is quite consistent with justice, that the withholder of capital should
restore it even with interest; but that is in the supposition, that it has
remained all the while in his possession ; which it cannot be supl_osed
to have done, without his having invested it in the way the lea_t
hazardous, and consequently without his having drawn from it at
least the lowest interest it would have afforded.
But this rate should not be denominated the legal interest, because
the rate of interest ought no more to be restricted, or determined by
law, than the rate of exchange, or the price of wine, linen, or-any
other commodity,
And this is the proper place to expose a ):cry.
prevalent error.
Capital, at the moment of lending, commonly assumes the f_rm
of money; whence it has been inferred, that abundance of money
is the same thing as abundance of capital; and, consequently, that
abundance of money is what lowers the rate of interest. Hence the
erroneous expressions used by men of business, when 'they tell us,
that money is scarce, or that money is plentiful; which, it "must be
confessed, are equalIy ju._t and appropriate, as the very incorrect
term, interest of money. The fact is, that abundance 'or scarcity of
money, or of its substitute, whatever it may be, no more affects the
rate of interest, than abundance or scarcity of cinnamon, of wheat,
or of, silk. The" article lent is not any commodity in particular, ol
even money, which is itsetf but. a commodity, like all others l but it
is a value accumulated atld des{ined to beneficial,investment.
A man, who is about to lend, converts into money the aggregate
value he means to devote to that particular purpose; and the borrower
no sooner ha_ it at command, than he exchanges _t for some{h'ing
else; the money that has effected this operation, forthwith served to
.effect other similar or dissimilar operations ; the. payment of a tax
perhaps, or the subsidy of an army.
The value lent has'but for a
moment assumed the form of money, in the same manner, as we ha_:e.
traced revenue received and expended, passing through the same
temporary form; the identical pieces of money ser_:ing perhaps a
hundred times in the course of a- year, to transfer eqnivalent portions'
of inOome. So, likewise, the same sum of money, .that has served
to transfer a value fl'om the har_s of one lender into those of a herrower, may, after infinite intervening transfers, perf6rm the like
office between a s0cond borrower_and lender, ,without stripping the
forrher borrower of any part of the value he has received. "In
reality, then, it is value which has been borrowed, arid nQt any tlarticular sort of metal or of merchandise.
A]I kfpdS of merchandise
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ma_; be lent and borrowed, as well as money ; nor does the rate of
interest at all depend upon the quality of the object lent or bo_'rowed.
Nothing 'is more common _in trade, than to lend and borrow other
objects than money. When a manufacturer buys the raw matei'ial
of his business at a certain credit, he, in fact, borrows the wool, or
cotton, as the case may be, making me of the value of those materials
ha his concern ; add their quality has no influence on the interest,
with which he credits the sellerJ* The glut or scarcity of the"commodity lent only affects its relative price to other commodities, and
bag no influence whatever on the rate of interest upon its advance
61" loan. Tiros, when silver money lost three-fi_urths of its former
relative value, although four times as much of it was necessary to
pass a loan of the same extent of capita], the rate of interest remained unaltered. The quantity of specie or money in the market, might
increase tenfold, without multiplying the quantity of disposable, or
circulating capital, t
Wherelbre, it is a great abuse of words, to talk of the interest of
money; and probably this erroneous expression has led to the fa],,e
inference, that the abundance or scarcity of money regulates the rate
of interest._ Law, Montesquieu, nay,even the judicious Locke, in
a work expressly treating of the means of toweT'ing the interest of
money, have all fallen into this mistake; and it is.no wonder that
others should have been misle_l by their authority. The theory of
*Many loans on interest are made without bearing that name and without
implying a trahsfer of money. When a retail dealer eupphes hm shop by buying
of the manufacturer
or wholesale dealer, he borrows at interest, and repav_
either at a certain term, or before it, retaininff the discount, which is but _e
return of .the interest charged him in-addition to the price of the goods. When
a pro_incial dealer makes a remittance
to a banker at Paris, and afterwards
draws upon his banker, he lends to him, during the time that elapses between
tli_ arrival of the remittance and the payment of the draft. The interest of this
advance is allowed in the interest account which the banker annexes to the
merchant's
account current.
In the ('ours aPEconomie Pohtique, compiled by
8torch, for the. ,instruction of the young grand-dukes of Russm, and printed at
Petersburgh,
tom. vi. p. 103, we are intbrmed, that the English merchants, or
factors, settled.in Russia, sell to their customers at a credit of twelve months,
which enables the Russmn purchaser of current articles, to realize long before
the day of payment, and turn the proceeds to account in the interim ; thereby
operating with 'English capital, never intended to be so employed.
It is to be
presumed, that the English mdemmfy themselves for this 1o._ of interest, by the
additional price of their goods.
But the average rate of profit upon capital in
Russia is so high, that even this round-a_bout way of borrowing is sufficmntly
profitable to the native dealers.
_'This is no eo_tradmtion to the fi)rmer position, that the precious metals form
part of the capith.1 of sectary. They form an item of capital, but not of disposable,
or.lendable capital; for they are already employed, and not in search of employment ;---employed m the business of circulating value from one hand to another.
If'their supply exceed the deman(1 for thts object, they are sent to other parts,
whCre their _iee continues hi_-her ; if their general abundance lower their price
everywhere,
the sum of their value is not increased, but a laT_,,er quantity of
them is g_ven in ex(_hange for the same value in other commodities.
If iriterest we're always tow in proportion to the greater supply of money, it
w(mld be. lower in Portugal,
Brazil, and the West Indies, than .in Gemamay_
Switzerland,
&e., which is by no means the ease.
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interest was wrapped
in utter obscurity,
until Hume and Smith_
d|s_pelted the vapour.
Nor will it ever be clearly comprehended,
except by such _as stroll have acquired a correct notion of what has,
throughout
this work, been denominated
capital, and shall'procecal
ill the conviction,, that the object tent or borrowed, 'is not a pa_:ticular
commodity or object of merclldndise, but a portion of value,--.of the
aggregate value of the capital available for that object ; and that the
per centage paid for the use of this portion of_capita.1, at all'times
and places, depends on the relative supply and demand of capital to
be lent, and is wholly independent
of the specific form or quality
of the commodity, wherein
the loan is made, wt_-ther it be money_.
or any other article whatever,
S_._rmN II.
Of the Profits of Capital.
We have now sufficiently considered the nature and motive of the
interest paid by the borrower to the lender of capital, and, though
it appears pretty plait_ly, that this interest is compounded
of the rent
of the capital, and of the premium of insurance against the risk of
its partial or total loss, we have also seen enough, to comprehend
the ex'reme
difficult), of severing
and distinguishing
these two
ingredmnts.
Let us then proceed, in the next place, to investigate the causes of
the profit derivable
from the employment
of capital, whether by a
borrower
or by the proprietor
himself:
to which end it'will
be
necessary,
in the outset, to sever it from the profit of the industry,
that turns it .to account;
and here again we shall meet with the
greatest
difficulty, in drawing
the line of distinction;
though it is
easy to perceive, that these two classes of profit, generally speaking,
are combined in the recompense or portion of the adventurer.
Smith,
and most of the English writers on this science, have omitted to
notice this distinction ; they comprise under the general head of the
dProfit of capital, or stock, as they term it, many items, which eviently belong to the head of the profit of industry._
* E_ays of D. Hume, part ii. ess. 4. Wealth of Nations, book ii. e. 4. It
is well for the s_dent in political economy, that Locke and Montesquieu have
not written more upon it; for the talent and ingenuity of a writer serve only to
perplex a subject he is not thoroughly acquainted with, To say.the truth, a
man of lively wit can not mtisfy his own mind without a degree of speeiousnoss
and plausibility, which is of all things the most dangerous to the g_erality of
readers, who are not sufficiently grounded in principle to discover an error at
first sigh_. In those sciences, which consist in mere compilation and classification, as in botany or natural history, one can scarcely read too much ; but in
those deoendent upon the deduction of general laws f-tom particular facts, the
better course.is to read_little, and select that little witkjudgmept_
Thi_ omission is justified by Smith, on the following grounds_ "Let us
rappose,"-says he, "that in some particular place, where the, common annua_
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Perhaps an approximation
may be made to the accurate appreciation of that part of the aggregate
profit, which appertains to the
capital,.and
flrat, which appertains
to the industry
employing it,
respectively,
by comparing
the ,mear_ ratio, of total profit with the
mean ratio of.the difference of profit in the same line of business,
which seems a fair index of the difference
of de skill and labour
engaged.
We will suppose two houses, in the fur trade for example,
to work each upon a capital of 100,000 dollars, and to make on the
average,
an annum profit, the one of 24,000 dollars, the other of
6000 dollars only_ a difference of 18,000 dollars fairly referable to
the.diflbrent
degree of skill and labour, the mean of which is 9000
, dollars;
this may be considered
as the gains of industry, which, deducted from 15,000 dollars, the mean profit of the trade, will leave
6000 dollars for the profit of the capital embarked
in it.
This example I could suggest as a means, ralher of distinguishing
those 4terns of profit thus mixed up together,
than of estimating
their respective
ratio with any tolerable certainty.
But, without
any index to the precise line of demarkation
between the profits of
capital and those of the industry employing it, we may take it for
granted, that the former will always be proportionate
to the risk of
partial or total loss, and to the duration
of the employment.
In
,practice, ad venturers, having capital at their command, always weigh
beforehand the advantages
and disadvantages
of the different modes
of investment, as specified above, _ and naturally prefer, ceteris paribus, those presenting the smalJast risk and the quickest return;
so
that there_s
less competition
of capital for hazardous
and longwinded_adventurers;
indeed, none whatever
is embarked
in them,
unless they hold out a rate of profit so much above the average rate,
as to tenTt the capitalist
to run the risk.
Theory, therefore, leads
to the presumption,
which is confirmed
by the test of experience,
that theprofit
of capital is high, in proportion
to the hazard of the
adventure, and to the length of its duration.
WhSn a particular
employment
of capit_t, the trade with China,
profits of a manufacturing stock are I0 per cent., there are two different manutkctures, in one of whach the coarse materials annually wrought up cost only
700/., v_hfle_the finer materials in tim other cost 7000/. If the labour m each
cost 300/. per annum, the capital employed in the one will amount only to 1000/.;
whereas that employed, in the other will amount to 7300/. At the rate of 10
per cent., therefore, the undertaker of the one will expect a yearly profit of 100/.
only, and that of the other 730/. ;" and he goes on to refer, "that the profit _s m
prbpomon to the capital, and not to the labour,nd skill of inspection and d_rection." But the instance put is altogether inconclusive ; and it _s equally easy tc
suppose the ease of two manufh.ctures, earned on in the same place, and in the
same line, each with an equal capital of 1000l. the one under the conduct of an
active, frugal, and intelligent manager, the other under that of an Idle, ignorant,
and extravagant one ; the former ymldmg a profit of 150l. per annum, the latter
one of 50_. only. The difference m this case will arise, not from any difference
in the respective capitals employed, but from the difference m the skill a_d ind.ustry employing them; which latter quahtms will be more productive m t5_
one instance th_n in the other.
* Book II. chap. 7. sect. 3.
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far instance, does not afford a profit proportionate,
not only'to the
. time of the detention,
but hkewise to the danger
of loss, and the
inconvenience
of a long, perhaps a two years' duration of one single
operation before the returns come to hand, a propbrtion of the capital
is gradually withdra,g,n from that channel; _e compi_tition slackens,
and the profits advance, until they rise high enough to attract fresh
capital.*
,
This will s6rve also to explain, why the profits, derivable
from
a new mode of employment,
are larger than those Of eomtnon and
ordinary employments,
where the'productiofi
and consumption
have
been well understood for years.
In the former ease, competition
is
deterred by the ,uncertainty
of success;
in the latter, allure_t by the
security of the employment.
In short, in this matter,
as in all others, where the interests of
mankind clash one with another, the ratio is determined
by tim relative demand and supply for each mode of employment
of'capital
respectively.
It is a maxird with Smith and those of" his school, that human
labour was the firs_ price,--the
original purchase-money,
paid-for
all things.
They have omitted to add, that for every object of purchase, there is, _aoreover, paid, the agency and co-operation
of the
capital employed
in its production,
-Is not capitai itself, they xvi]l
say,.composed
of accumulated
products,--of
accfimnlated
labour?
Granied : but 1he value of capital, like that of land, is distinguishable
from the value of its productive
agency ; the value of'a field is quite
different from that of its annual rent.
When a capital of 1000 dollars is lent, or rather lent on hire, for a year, in consideration
of 50
dollars more or less, its agency is trans_r.r_ed for that space ot" time,
and for that consideration;
besides the 50 dollars, the lender redeives
hack the whole principal sum of t000 dollars, which is applicable
to the same objects as before. Thus, although the capital be itself.a
pre-existent
product, the anmml profit upon it {s an entirely new one,
and has no reference to the industry, whet,ein the capital originated.
Wherefore
wheo a product is ultimately completed by the aid of
capital, 6ae portion of its value must go to recompense
the agency
of the capital, as well as another to reward that of the industry, that
have concurred
in its production.
And the portion so applied is
wholly distinct from the value of the capital itself, which is returned
to the fulI amount, and emerges in a perfect state from its productive
employment.
Nor does this profit upon capital represent any part
of the industry engaged in its originalformation.
From all which it is impqssible to avoid drawing this conclusion,
* To say nothing of the other motive_ that attract industry towards any _parkfessi°nor
repel
..... sometimes
it thence, which
been
ia the preceding
• cticularh,
apter.proT
ese motives
operatehave
alum
thenoticed
same direction,
and then
the profits of both industry and capital rise or fall together; when they act in
opposite directions, the difference on the profit of capital b_lance_i that eti the
profit of industry ;_or vice versd.
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that the. profit of capital,..like that. of land and the othm natural
sources, is. file equivalent given for a productive' service, which
though distinct from that of human industry, is nevertheless its
ettieieat ally in the production of wealth.
S_erxor_IIL
Of the EmplOymentsof Capital most beneficialto Society.
To the. capitalist, himself, the most advantageous employment, ot
capital is that, whmh with equal risk yields the largest profit; but
what is to him most beneficial, may perhaps not be so to-the community at large;_ for capital has thispeculiar faculty, that, besides
being prbductive of a revenue pecuhar to itself, it is, moreover, a
means, whereby land and industry may generate a revenue likewise.
This is an exception to the general principle, that what is the most
productive to the individual, is so to the community at large. A
capital lent to a foreign country, may very probably produce to the
proprietors and tile nation, the highest possible rate of interest; but
oan afford no assistance towards extendh_g the revenue of the
national territory, or for the national industry, as it would do, if
employed _ithin the pale of the nation.
• Theportion
of capital embarked in domestic agriculture is employed best for the interests of a nation ; it enhances the productive
power of the land and of the labour of a country. It augments at
once the profits of industry and those of real property.
Capital
employed" under intelligent direction, may make barren rocks to
bear increase. The Cevennes, the Pyrenees, and the Pays de Vaud,
present o_ every side the view of mountains, once a scene of unvaried sterility, now covered with verdure and enriched by cultivation.
"Parts of these rocks have been blasted x_ith gunpowder, and the
shivered .fragments employed in the construction of terraces one
above another, supporting a thin stratum of earth carried thither'by
haman labour. In this manner is the barren surface of the rock
transformed into shelving platforlr/s, richly furnished with verdure,
and teeming with produce and population. The capital originally
expended in these laborious improvements might, perhaps, have
produced larger profits to the capitalist, if em_ployed in external
commerce; but probably the total revenue of the district would
have been inferior in amount.
For a similar reason, capital cannot he more beneficially employed, than in strengthening and aiding the productive powers of nature.
Well cqntrived and useful machinery produces more than the interest of its prime,cost; and besides affording additional profit to the
rOprietor, .benefits the consumer and the eommutfity at iarg_e, to the
1[extent of tile saving effeeted by its means ; for every thing saced
ia so much gain.
• The productive employments, that rank next _n point of nahonai

_r

358

ON DISTRIBUTION.

B_x II

benefit, are those of manufacture and internal c6mmeree; for-the
pro_fits of the industry .they set in motion ?are earned" _tt home;
whereas, capital embarked in foreign trade benefits the industry
and natural resom'ces of all nations indiscriminately.
The employment of capital, that tends least to the national advantage, is the carrying Irade between one foreign country _nd another.
When a natiou is possessed of an immense accumulation of capital, it will do well to embark it in all these diff,'rent channels of
industry; for they are all lucrative, and in nearly equal degree ,to
the capitalist, though in very different deg'rees to the nation at large.
What prejudice can arise to the lands of Holland, which are already
in a high state of cultivation and management, and want neither
clearing nor enclosing, or what injury be sustained by nations possessed of little territory, like the old states of Venice, Genoa, and
Hamburg, from the large'investments of national capita! in the carrying trade ? It flowed into that particular cham_el of empl_yment,
merely because there was no other open to it. But that class of
trade, and generally all external commerce, is ill adapted to a.nation
deficient in capital, and having not enough to keep its agriculture
and manufacture in activity; and it wouM be absurd for its government to give premature encrmragemm_t to those external branches
of industry; for such a measure would but check the employment
of eapital'in the manner best calculated to increase 'the.national
revenue. China, though it is the largest empire in the world, and
must. possess the greatest aggregate revenue, s_nee it maintains, the
most numerous and dense population, abandons to foreigners almost
all its external commerce.
Undoubtedly, in her present condition,
she would be a gainer by extending her external relations of emmmeree; but she affords a very striking example of the prosperity
attainable without them.
It is very fortunate, that the natural course of things impels
capital rather into those channels, which are the most beneficial to
the community, than into those, which mTord the largest ratio of
pl:ofit. The investments generally preferred are those that are
nearest home; whereof the frst and foremost is the imprm'ement
of _the soil, which is justly considered the most safe and permanent ;
the next, manufaetm'e and interr_al commerce¢ and the lgst of all,
extertml commerce, the trade of transport, _ind the dommeree with
distant nations. The owner of a capital, especially of a moderate
one, will embark it rather under his own superintendence,, than in
• distant and remote concerns. He is apt to think his risk too hazardous, when he loses sight of his property for any considerable length
of time, when he consigns it to strangers, or can expect on_y tardy
returns, or is exposed to. the chances of litig'ation'w_,th fra6dolent
debtors, who may take advantage of their unseItled habits o_"life,
or of the laws of foreign countries, with which he is himself nnaequainted Nothing, but the bait of exclusive privilege and mo0opoly-"
profit, o- the violent derangement of internal industry, can induce
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SEC_oN I.
Of tke Profit
LAND
mankind

has
an

of Landed

Property.*

the faculty
of transferming
and adapting
to the use of
infinity
of substances,
which,
without
its intervention,

* In the preceding chapter, I have given the interest, precedence of the profit,
of capiUfl, because the former helps to render the latter more intelligible.
I
have hereadopted-ti
contrary arrangement,
because the consideration
of the
profit of land elucidates the subjectof
rent.
(1) [The reasoning of this whole section appears to me to be trasound and
inconclusive. _ There is no distinction in point of productiveness, between any
of the various employments
of capital.
There can, in short, be no line drawn
between the different productive channels, into which capital m_y be directed.
Whatever occupations tend to supply the Wants and increase the comforts and
accommodations
6f life, are, in the strictest sense of the word, equally productive, and nearly in _e same proportion augment the national wealth.
The capi.
tal employed in the carrying-trade
between one foreign country and another is
as advantageous to the indiv_tual and nation to which it belongs, as the capital
employed at home.
For, as has been already remaked in relation to the profits
of industry (vide note page 6) in the absence of all restraints, tl_e profits of all
the different employments of capital, will be on an equality or nearly approaching
it, inasmuch as any material drfference will cause its diversion to u more productive channel, and thus restore the equilibrium.
In a word, capital flows inta
the carrying-trade
only because it yields a greater profit than it otherwise would
do, ,did it not take that directmn.
Moreover, there is no exception to the general principle, that what is most
prodtmti_e to the individual is also so to the community at large. _qotwithstanding the contrary assertion of our author, in the foregoing section, a capital lent
to, or employed in, a foreign country, if it ymld to the proprietors and nation the
highest rate of interest, must necessarily afford the national revenue as much,
and extend the same assistance to the national industry, as if it were employed
within the pale of the nation.
If, for example, a capital lent abroad, give era. ptoyment to foreign industry and natural agents, it is because its productive
service, when_things,
I must again repeat, are left to take their natural course,
will yield a larger revenue to its owners.
Were not this the case, this capital
wo/fld not seek employment abroad, but remain at home. The revenue produced
by capital employed abroad, ff the proprietor does not himself at the same time
emi_a'ate there, must be the means of calling into activity, and giving a greater
development to the productive faculties of the national industry and land, .as this
reven_e must be constmmd, either productively or unproducUvely at home.]
AM_c_
EmToa
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would be to them of no service_ it yields nutrimenl and vegetative
juices to the grain, the fruits, and vegetables, wheredn-we subsist; as
"well as to the forests, whereof We construct our houses, ships, and
furniture, and whence we derive fuel to keep us warm: Its agency
in the production of all these commodities may be called, the productive service of land. And thence it is, that the profit of the proprietor originates.
He derives a further benefit from the useful substances to be extracted from its entrails ; the stone, metal, coal, peat, &c. &c.
Land, as we have above remarked, is not the duly nat/Jral agent
possessing productive, properties; but it is the only one, or almost
the only one, _,vh]chman has been able to appropriate, and turn to
his own peculiar and exclusive benefit. The water of rivers and of
the ocean has ,the power Of givirrg motion to machinery, affords a
means of navigation, and supply of fish ; it is, therefore, undoubtedly"
ssessed of productive power. The wind turns our mill ; even tim
at of the sun co-operates with human industry; but happily no
man has vet been able to say, the wind and the suri's rays are mine,
and I will be paid for their productive services. - I would not be
•understood to insinuate, that land should be no more the object of
property, than the rays of the sun, or blast of the wind. Thero is
an essential diflbrence between these sources of production; the
power of the latter is inexhaustible; the benefit derived from them
by one man does nor hinder another from deriving equal _/dvantage.
The sea and the wind can at the same time convey my neighbour's
vessel and my own. With land it is otberwise. Capital and industry
will be expended upon it in vain, if all aCe.equally privileged to
make use of it; and no one will be fool enough to make the outlay, _unless assured of reaping the benefit. Nay, .paradoxical'_/s it
may seem at first sight, it is, nevertheless, perfectly true, flint a
man, who is himself no share-holder of land, is equally, interested
in its appropriation wi_h the share-holder himself. The savagd tribes
of New Zealand, and of the north-western coast of America, where
the land is unappropriated, have the greatest difficulty in procuring
a precarious subsistence upon fish and game, and are often reduced
to devour worms, caterpillars, and the most nauseous vermin ._ not
unfreqtientiy even to wage war on one another, from absolute want,
and to devour their prisoners as food; whereas, in Europe, where
the appropriation is complote, the meanest individual, with bodily
health, and inclination to work, is sure of shelter, clothing; and subsi_tence, at the least.
In preceding chapters, we have noticed the profit r_sulting from
mdustrv and capital, embarked in agriculture or other branches of
industry. In the present, we are to inquii'e, wherein consists the
pecufiai" profit of land itself, independent of that accruing from the
industry and capital, devoted to its cultivation; and to consider the
* Mall;has,in his Essay on Population, booki. e. 405, has g_ven.a detail of
tome of the revolting extremes, to which savage tribes have been reduced by
fl_ewant of a regular supply of food.

)
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.profit of land in tlae abstract, and whence it originates, without any
inquiry as to who anay be the cultivator,
whether
the proprietor
himself, or a tenant under him.
It is the declared opinion of many "writers,* that .the value of
products is never more than the recompense
of the human agency
or surplus, that can be set apart as the peculiar profit of land, an_t"
constitute the rent paid for its use to the proprietor.
The tenor of
their argument is this : the proprietor
of land lying waste or fallow,
having also a capital to dispose of, may, at his pleasure, expend it,
either in cultivation, or in some other way.
If he reckons that "the
eultivatiort of his land will yield him as large a return as any other
investment,
he will give it the preference;
and, indeed, it is found
by experience,
that this mode' of investment
is preferred,
even
though somewhat
less advantageous
than others, as being at all
events more safe. Well: and what do they infer from this ? Why,
that cultivation
yields no return whatever, beyond the interest of
the capital engaged in it ;t and if so, what is there left for the profit
* Destutt de Tracy. Commentaire sur l'Estrrit de Lois, e. 13. Ricardo (a)
Prin.. of PoL Econ. and Tax. c. 2.
t"According to these writers, even the interest of capital is not given as the
recompense of its eoneurrehee in the business of production. I have already
exposed"the fallacy of this opinion, suprd, chap. 8. sect. 2.
(a) This chapter of Rieardo is perhaps the least satisfactory and intelligible
of-his whole work. If goes upon the principle detailed by Malthus, in .his Essay
on Rent ; viz. that the ratio of rent is determined by the difference in the produet of land of different qualities, the worst land in cultivation yielding no rent
at all. But there is a great deal of land ymldmg rent without any cultivation ;
and, in a country- where ihe whole of the land'is appropriated, none is ever cultivated without paying some rent or other. The downs of Wiltshire yield a
rent, without any labour, or capital, being expended upon them; so like_]se the
fi)rests of Norway ; this rent is the natural product of the soil ; it is paid for the
perception of that natural product, between whmh, and the desire for it, an artificial ddfieulty is interposed by humim appropriation. _The whole rent is, therefore, referable, not to the quality of the "land only, but to the quality jointly with
the appropriation'; and so it is in all cases. _'lterever a difficulty is thus interposed, rent will be paid upon all land brought, into cultivation ; for why should
the proprietor part with the temporary possession for nothing, any more than the
capitalist with his capital ! And _theratio of rent is determined, not altos'ether
by the quality of the soil, but by the intensity--1. Of the "desire, or demand
for its productive agency; 2, Of the artificial d_fficulty interposed by nature and
human appropriation. The quahty of the soil may. vary the intensity of the
demand for it beyond all question ; for the quahty is the productive agency : but
the supply of,agricultural industry and capital in the market will also vary. the
.proportion of-its prtduct, which industry and capital wilt expect for them_lves.
Why is rent _highest, when a populatmn is condensed on a hmJted territorm.
surfade ? because then the titihtv or"its productive q,mhties is more *tronffly felt
and desired, in consequence of their intense difficulty and attaitunent. ' An_why
is rent, st_l further raised, by the prohibition of the import of prodm_tsof external
agrieulture_, because the natural difficulty of obtaimn_ the benefit of the prt_duetive agency of foreign land is aggravated, by the -artificial drffieulty interposed by legislative enactments. The degree of productive agency, of course,
affects xlae amount of the product; hut rent originates in the union of that
ag'eney, or utility, with difficulty of attainment, natural and artitieial, and ia
i'egutated in its ratio by their combined intensity. T.
3t
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on _he productive" powers of the.soil ? Evidently nothing w_ate_cer._
I have endeavoured to put the argument iia .the_elearCst and. mpst
intelligible light; and I have to observe upon it,-that :it proceeds
upon a partial and" imperfect view of the matter, and ui3on a" total
neglect of the 4nTluence of demand in the.fixation of "value.- t will
now endeavour to give a more complete view of the subject.
The productivepower
of the soil has no value, unless-where its
product_ are objects of demand. Travellers, who have explored the
interior of America, and other" desert parts of the globe,, make
repeated mention of tracts of the richest land, capable of every'kind
of culture, yet wholly destitute of any useful or valuable products.
But no sooner is a colony established in the vicinity, or, by soroe
means or other, a market found where "the products of the soil will,
in the way of exchange, pay the usual, rate of interest upon the
requisite advances, than cultivation begins immediately. -Up to this
point, there is no difference between us. - But if any eirct_mstance
operate to aggravate the demand beyond this point, the value of
agricultural products will exceed, and sometimes very greatly exceed, the ordinary rate of interest upon capital ; and this excess it is,
which constitutes the profit of land, and enablesthe actual cultivator,
when not himself the proprietor, to pay a rent to the.proprietor, aftel
having first retained the full interest upon his own advataees_ and the
full recompense of his own industry.
Land is an agent gratuitously furnished to mankind at large, by
whom it is afterwards exclusively albpropriated ; but its al_propriation does not begin to be profitable to the' individual, in whose
favour it is made, until its products are an object of demand, and
until their supply ceases to be co-extensive with the desire, for them,
as it is with respect to some other natural objects, air,.water,'&c.
From those products of the. soil only, thus raised in value by the
demand, can there accrue that profit to the proprietor which has
been called the profit ,f land ; and which is paid in all civilized countries, and especially where manufacture and commerce multiply the
• objects of exchange. It may sometimes happen, that in a particular
district of such a country, the rent of land may be very trifling;
as in our own district of Sologne, where it is no more than 20 cents
an acre; but this is owing to the want of roads, and particularly of
water-carriage,
which makes the charge of bringing its agricultural
produce to market, added to the charge of cultivation, absorb nearly
the whole value it will there sell for. In some countries, high_
civilized and productive in the extreme, land pays no more than 3 ,
or 4, per cent. upon its price or purchase-money.
Yet, '.this is no
proof of-the poverty of the soil ; it proves only,_that it sells dear." A
landed estate may yield 24 dollars the acre, and reqpire very little
expense.of cu.ltivation-; as if it be laid down in pasture, for instance; in
such case it must owe most of its value to its natural properties ; yet,
if it have cos't the proprietor 800 dollars the aere, it will yield a return
of*3 pei: cent. onl) _. And herein consists the diffel:enc'6 between the
profit and the rent of land : profit is high or low, according to _the
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qua_um of the pi'oduet ; ren_t,according to the quantum of the purchase-money or price. An acre of land, yielding a profit of one
4ollar only', will bring as high.a rent as an acre yielding a profit of 50
dollars, if 50 times as much has been paid tbr the one as for-the other.
Whenever land is bought with capital, or capital with land, occasion is given for a comparison of the returns of the one species of
property with the returns of the other. It is possible, that an estate,
,bougl_t with a capital of 100,000 dollars, may produce but 3 or 4000
dollars per annum, whilst the same amount of capital would yMd 5
or 8000 dollars. The lower rate of interest, whieh the proprietor is
c6ntent to take on a purchase of land, may be attributed, in the first
placo, to the superior stability of the investment. Capital can seldom
be made productive, without undergoing several changes both of
form and of place, the risk of which is always more or less alarming
to persons unaccustomed to the operations of industry ; whereas, on
the contrary, landed prope.rty produces without any cl_ange of either
quality or position. The satisfaction and pleasure attached to territorial possession, the ecmsideration, weight, and dignity it communicates, _and the titles 'and Frivileges with which it is in some countries
accompanied, contribute greatly to increase this natural preference.
" It is true, that land is more exposed than other property to the
burden of public taxation, and to the arbitrary exactions of power,
precisely because it can neither be removed nor concealed. A floating capital may take any shape whatever, and be removed at will.
It can escape tyranny and.civil commotions more readily, than even
the person of its proprietor.
It is a safer object of proper'ty ; for it
is often impossible to attach it, or to make it specifically responsible
for the debts of the proprietor.
Moreover, it is much less exposed
to litigation than landed property.
Yet, it is clear, that all these
advantages are morn than counterpoised by the superior risk of
investment; and, that landed property is still preferred to floating
capital ; since land is dearer, in proportion to its annual returns.
Whatever may be the exchangeable price of land and capital one
to the other, it is proper to observe, that their interchange makes
no variation in the supply of productive agency of land and capital
respectively in circulation, and disposable for the purpose of production; consequently, that exchangeable price can nowise affect the
real and positive profit of land and of capital. When Richard sells
his estate to Thomas, the productive service of the land is at the disposal of Thomas instead of Richard ; and that of the capital/given
in exchange for it, is at the disposal of Richard instead of Thomas.
The only thing, which really varies the amount of productive
agency of land in'circulation, is the actual amelioration of the soil,
by elearinc, and bringin_ new land into cultivation, or enlarging
theeproduet_ive power of old land, and thus inereasin_ its product.
Savings and a'ecumulatidns of capital are, in the shape .of agricultural improvements, transformed into landed property, and made to
partieipat8 in all the peculiar advantages and disadvantages attached
to it. The same may be said of houses, and generally of all oapita
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invested in a fixed and permanent object; it thenceforth lo_'s tile
character of capital, and assumes that of landed property.
Whence we may draw this invariable maxim; that the t_roductive
agency of land is possessed of value, which value, like value in general, increases in the direct ratio of the demand, and the inverse ra_io
"of the supply; and that, since land differs as much in'quality, as in
site and position, there i§ a peculiar demand and supply lbT each
•peculiar quality. A demand for so much "wine, more or less, whatever it arise from, creates a specific demand for as much productive
agency of the soil, as may be requisite for its grawth; _ and the extent
of"surface, adapted to the culture of the grape, determines the supply
of that productive service.
If the soil, capable of growing good
•vine, be very limited in extent, and the demand :for such wine very
brisk, the profit of the soil itself will be extravagantly high.
It is wvrthy of remark, that all land, that yields any profit at all,
however, trifling the amount, even so little as 2Ocents the acre, or
even less, may be kept in a state of cultivation : and there ha_/e been
many instances of its culti_.ation under such circumstances.
Herein
"itdiffers from capital and industry. A l_bourer, if he finds himself
settled in a place, where his labour does not yield him what he has
reason to expect, can migrate to another. So, likewise, capital.quickly
flows from a channel, that affords a less, to one that affords a greater
return. But land has not the same facilities: it is of necessity iramoveable ; consequently, out of its gross product, after the deduction
in the first instance of all advances of capital, with interest, as well
as of the profits of industry_ without which there could be no product
whatever, there still remains _o be deducted the expense of carrying
the product to the market, or place of exchange. When theze several deductions absorb the whole product of the la_ld, the land itself
yields no profit at all, and the proprietor can never succeed in
getting a rent from it. Even if he cultivate it himself, he can only
gain a profit on his capiuil and industry, but will receive none whatever from the bare ownership of the land. In Scotland, there are
tracts of unproductive land ttms cultivated by the proprietors, which
it would not answer for any one else to under'take. ,So, likewise,
in the back settlements of the United States, there are tracts of great
extent and fertility, whose revenue alone would-'Dot mainfairi the
proprietors; yet.they are, nevertheless, cultivated with success: but
it is by the proprietors t_temselves, w}io consume the product at_the
place of growth, and are obligedto superadd to the profit Of the land,
which is little or nothing, the further profit of capital and personal'
mddstry, which afford a handsom'e competency.
It is obvious, that land, though in "a state of cultivation, yields no
profit, when no farmer will pay rent for it, which is a eon'vir_cing
proof that it gives no surplus, after allowing for the profit of the
capital arid industry requisite for its cfltivation.
lr_ the instance just mentioned, the effect is oocasione.d by 'the dis* As well as,_ denmndfor the capital and industryrequisiteforthe cultivation.
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tanee (_f the market; the expense of transport swallbws up the profit,
whioh might otherwise he made of the land.
Other inatances might
be adduced, in which badness of.seasons, war, or taxation, have 15rodueed the same effect,.mad partially or totally absorbed the pro'fit of
laiadf and thus thrown it out of cultivation.*
?.
'

_JEcrmN II.
Of Rent-.

When a farm el' takes a }ease of land, he pays to the proprietor the
profit accruing
from its productive
agency, and reserves to himself..
besides tho wages of his own'industry
the profit upon the capital he
embarks in the concern;
which capital consists in implements of
husbandry, carts, cattle, &c. He is an adventurer
in the business of
agr_gultural industry ; and, amongst the means he has to work with,
there is'one" that does not belong to 'him, and for which he pays rent,
i. e. the Iand.
The preceding
section was occupied in explaining the source of
theprofit
of land.
Its rent is generally fixed at the highest rate of
that profit, and for the following reason.
Agricultural
adventure
requires,
on the average, a smaller capital,(a) in proportion,
than other classes of industry, reckoning
the
laud itself as no part of the capital of the adventurer.
Wherefore,
there is a greater number of persons able, from their pecuniary
eircumstances,_to
embark in agricu!tura],
than in any other speculations;
consequently,
a greater competition
of bidders for land upon iease.
On the other hand, the quantity of land fit for cultivation is limited
in all cguntries;
whereas the quantity of capital and the number
of cultivators
have no assignable
limitation.
Landed proprietors,
therefore, at least in those countries which have been long peopled
and cultivated,
are enabled to enforce a kind of monopoly against
the "faf'mers.
The demand for their commodity,
land, may go on
continually increasing ; but the quantity of it can never be extended.
: This circumstance
.is equally applicable
to the nation at large,
and to each particular
province or district.
The number of acres
to be rented in each province is incapable
of extension ;whiist
the
* Tfiis'_atatogue of adverse circumstances, all bearing more strongly Ulmn
_,heprofit of land, than upon that of other sources of revenue, explains the frequent and,una-¢oidable remission of rent to the farmer, and proves the accuracy
of M. de Seviga_e's judgment, when she writes from th_ country:--" I wish my
son could come here and cbnvince himself of the Fallacy of fancying one_elf
possessed of wealth, when one is only possessed of land." Lettre 224.
(a) This is not uni_'ersaltv true. In England, where agriculture has attained
a high degree of perfection', arable farms require much larger capitals than'formerly ; and a farmer is commonly a much richer man, than the ma)grity of the
tradesmen in his neighbourheod. T.
31"
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'number of persons in a eonditi6n to rent them has no fixed and
al_lute linm.
_M,
rhenever this is the ease, the bargain-b'etwee/i the tand-lrokler
and file tenam must always be greatly in favour of the forr0er; and,
whenever there is any portion of the soil which yields to the la.tt_3r
more than the interest of his capital and the wag_ of his industry,
a higher bidder will soon offer himself. The liberrdity of a few' proprietors, the distance at which they happen to reside, the ignorance
of others, and even of the farmers themselves, and the imprudence
of a few more, may sometimes operate to depress the ratio of rent
below the maximum of profit; but these are accidental circumstances, which act for a seffson, only, and can never prevent the
regular and constant action of natural causes, which must m the
end prevail.
- Besides this advantage acertfing to the land-holder, derived fixnn
the very nature of things, he has likewise in general the advantage
of possessing, or being able to accumulate greater-wemlth, and sometimes credit,.patronage and influence, into the bargain : but the first
advantage is alone sufficient to insure him the sole benefit'of any
circumstances, that may happen to enhance the profit of land.._l'he
opening of a canal or road, the i_lerease of population, wealth, and
affluence in lhe province, always operate to_raise his rent.' tte also
benefits by every improvement in the cultivation; for a man can
afford to pay dearer I%r the hire of an instrument; when he knows
how to turn it to better account.
When the. proprietor himself expends a capital in the improvement
of his land, in draining, irrigation, fences, buildings, house_, or other
erections, the rent then includes, in addition to thee profit of the land,
the interest likewise of the capital so expended.*
The ihrmer may sbmetimes undertake i[_ese expenses of amelioration himself; but he can or_ly calculate on receiving interest
on the outlay during the continuance of his lease: at the expiration of which, the'benefit must devolve to the land-holder, being
wholly incapable of removal: thenceforward the landlord derives
the whole profit, without having made any elf the advances; "for
he i'eceives a proportionate increase of rent in_conseqfience. The
farmer should, therefore, engage only in those improvements, whose
effects will last no longer than his lease; unless the tease be long
enough, to allow the profit arising from his improvements to repay
the whole outlay, together with the interest.
It is in this way,
that long leases operate"to increase the product of the land; and it
is evident the effect will be the greatest, when the land is farmed
by the proprietor himself; for he is t'ar less likely, than the farmer,
to lose the benefit of such advances; every judicious improvemen_
yields him a permanent profit, and the or@inal outtav is amply
Tepaid, when the land is finally disposed of. The farmel:'s certainty
* The ¢mpitat,vested in improvementsupon land, is sometinies of greater
vMue than the land itself. This is the case with dwelling-houses " '
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of, re_ng the advantage till the end of his lease, is equally conducive
to the improvement of lauded property with the length of leases.
Oa the contrary, s_ch iaws and:customs, as authorize the cancelling
of leases itr specified qases, as in case of sale by the proprietor, are
highly prejudicial to agriculture; since the farmer will hardly venture [o tindertake any considerable improvement, if kept ia continual
fear oi_ seeing an intrusive suoeessor appropriate the recompense of
his ingenuity, labour, and capital. In fact, every improvement he.
should make would but increase the risk of that injustice; for land
is far more saleable in good condition than otherwise.
Leases are nowhere more sacreflly regarded than in :England;
and, the _privilege, enjoyed by leasees to the amount of 40s. (about
lO.Aollars) and upwards, of voting at Parliamentary elections, has,
in _me measure, restored the equipoise of power and influence
between landlords and tenants, which seldom exists in practice. In no
other cobntry do we see tenants so confident of undisturbed possession, as to build'upon ground held on lease. Such tenants improve
the land, as if it were their own; and their landlords are punctually
paid; which is less frequently the case elsewhere.
The land is sometimes cultivated by persons possessed of no capital whatever: the proprietor furnishes ,himself the requisite capital, as
weli as the land. They are called in France, metagers, and commonly pay to the landlord half the gross product. This arrangement
is to be met with only in the infancy of agriculture, and is of all
others the least conducive to improvement; for the party who bears
the expense of mnelioration, whether landlord or tenaut, makes the
other a gratuitous present of half the interest on his advances. This
kind of tendency was more common in the feudal times, than it is
at present. The "lords were above tilling the land themselves, and
their vassals ,had not the means. The largest incomes wet:e then
derived from the land, because the lords were large proprietors ; but
they bore no proportion to the extent of the land. Nor was this
owing to the defect of agricultural skill, so much as to the scarcity,
of capital devoted to improvemehts.
The lord felt little anxiety to
impr<we his property, an'd expended, in a way more liberal than
productive, an income that he might easily have tripled. He levied
war, gave feasts and tournaments, and maintained a numerous
retinue. If we look a[ the then degraded condition of commerce
and _n/mufaeture, superadded to the insecurity of the agricultural
int6fest, we need go no fi_rther for the explanation of the reason,
_fhy the bulk of the community was in the extreme of indigence :
and why, independently of every political cause, the nation itself
was weak and impotent. Five "departments would now be able tc
re'pel attaQks, which ovevwhehned all France at that period: but
happily for her_ the other states of Europe were nowise in a better
condition. "
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Or_Z nation cannot take from another the revenues ofi_ _ndust_y.
A German tailor, establishing
himself in France,
there' makes 'a
profit, in which Germany
had no participati'on.
But, if this t_ilor
contrive to amass a little capital, and after the lapse of several yeats
carry it back with him to his native country, he injures Frgnce
to
the same extent as a French capitalist, Who sh6uld emigrate :with
the same amou/at of fortune.*
In a political vie_v, the injury to the
wealth of the nation is equal in both cases; but in a m.oral light, it is
otherwise;
for I reckon that a natNe Frenchman
in quitting his
conntry, robs it of an affectionate
attachment,
and a spirit 9f exclusive nationality, wfiich it can never look for in a stranger born.
A nation, receiving a stray child into its bosom _gain, acquires a
real treasure ; inasmuch as in him it receives an addition to its population, an accession, to the profits of national industry, and an acquisition of capital.
It at the same time recovers a lost citizen', and _he
means for him to subsist upon.
If the exile bring back his industry
only, at any rate the profits of industry are a_dded to the nationa!
stock.
It is true, that a source Of consumption is likewisc superadded ; but supposing it to counterbalance
the advantage, there is no
diminution of revenue,' while the moral and political strength of the
country is actually augmented. (a)
With regard to the capital lent by one nation to another, the affect
upon their respective wealth is,precise/y
ana/ogous to that, resulti0g
from every loan from one individual to another.
If France borrow
capital from Holland, and devote it to a productive
purpose, she will
gain the profit of industry and land accruing
from the employment
of that capital;
and she will do so even though she pay interest;
in like manner as a'merchant
or manufacturer
borrows for the Fur* If, however, this capital be the fruit of his personal frugality, herobs Fl;anee
of no part of her wealth existing previous to his arrival. Had he continued
resident there, the aggregate of the capital of France would havrebeen inereas_
to the full extent of his accumulation ; but, in,taking the whole away with hi.hi,
he takes no more than his own earnings, and no value but what "is of his own
ereataon; in so doing, he commits no individual, and, therefore, no national
wrong'.
(a) In the common course of things, such an addition is a national benefit,
because it is an aceesslon to tb'e secondary source of prodnetion, i.e. industry.
But defective human institutions may convert a bene_ into a curse ; as where a'
poor-law system gives gratuitous subsistence to a part of the population, capable
r_flabour., but not incited by want. In such ease, every additional human being
may be a burthen instead of a prize; for he.nmy be one more orLthe list of id|e
pensioners. T
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• poses of his concern, and gains a residue of profit, even after paying
the interest of the loan.
But, if one ,state borrow from another, not for productive purposes, but for' those of, mere expenditure, the capital borrowed will
then yield" !m ,return, and the national revenue be saddled with the
interest to the foreign creditor. Such was the condition of France,
• when she borrowed fr,om the Genoese, the Dutch, and the Genevesc.
for the support of her wars, or to 'feed the prodigality of a courl.
Yet it was be_tter,to borrow from strangers than from natives, even
for the purpose of dissipation ; because, the amount so borrowed was
notwithdrawn from the national productive capital of France.
in
either case, the French people would have to pay the interest ;* but
•had they likewise lent the capital, they would have had to pay the
interest, and at the same time have lost the benefit, which their
industry and land might have derived from its employment and
agency.
With regard to such landed property, as may belong to fi)reigners
residing abroad, the revenue arising from it is an item of tbreigr_,
and loans no part of thenational revenue. But it is to be remen.bered, that the foreigner cannot have purchased it without a rem:,ttance of capita/1equal in v_alueto the land; which capital is an equally
valuable acquisition, particularly if the nation be possessed of inproveable land in abundance, but of little capital to set industry it.,
motion. In making his purcha'se of land, the foreigner exchange_ a
revenue of capital, which he leaves the nation to profit by, for a
revenue of land; which he thenceforth receives: thus barterin_d h terest of money for rent of land. If the national industry be aetiw
and skilfully.di*rected, more benefit may be derived from the interest.
than was before obtained from the rent; the purchaser, however,
acquires a fixed and permanent property, in lieu of one more perishable, transferable, and destructible.
Mismanagement may soo_:
almihitate the capital the nation has acquired ; but the land remains
a permanent possession of the purchaser, and he may sell it and get
back the value when he pleases. There is therefore nothing to be
apprehended from the purchase of land by foreigners, provided there
be wisdom enough, to employ in reproduction the value received in
exchange.
The particular form, in which o_aenation may draw revenue from
another, is of no importance whatever. It may-be remitted in specie,
in bullion, or'in any other kind of merchandise : indeed dt is of the
greatest consequence to leave individuals to take it in The shape that
,best, suits their convenience; for what suits them will infallibly be
the'best for'both nations ; in like manner as in the conduct of interr_ttional trade, Ahe eommodHy, which individuals export or impor',
in _reference. is that which best suits the mutual national interests.
The agents of the English East India Company drew from that
• _"It wilt be shown in Book IX][.that the interest is.equally lost, whetbeT
spent internallyor externally.
2W
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country, either an annual revenue,, or an accumulated
fortune, which
'they returned to England
to enjoy and live upon: they took good
care not to withdraw
these remittances
in. the shape of.gold
or
silver, because the precious
metals were of more relative value in
Asia than in Europe;
they remitted in the shape _f India goods
and products, on which a fresh piofit Was made on arrival jn Europe: every million they remitted, swelled, p6rhaps, to so much as
1,200,000, by the" time it reached the place vf destination:
Thus,
Europe gained to the a'mount of .1,200,000, while India lost .only a
million.
If these despoilers of India*(a)
insisted .on iransmitting
this whole sum in specie, they must have robbed HSndostan, t_rhaps,
of 1,500,000, or upwards, for every 1,200,000 tha_t Englanff received.
The same sum may, perhaps, have been amassed originally in specie;
but it was always remitted in the shape of'that
commodity,
which,
for the time being, answered
best as an object of transport.
As long
as exportation
of any kind is allo_ved, and exportation
has 'always
been regarded
by statesmen
with a favourable
eye, it is easy to
receive in one country, the revenue and capital derived from another.
And the remittance
cannot be prevented by the government, Without
the interdiction
of all external
commerce,
which, after all, would
l_ave the resource of smuggling
and contraband.
In tke eyes of
political economy, nothing is more absurd, than to see 'governments
prohibit the export of the national specie, as a means of checking
the.emigration
of wealth.t
,
_"
* Raynal tells as, that, inasmuch as the East India Compan_ deriyed a revenue
from Bengal, to he consumed in Europe, it. must infall_ly drain it of specie in
the end, slnce'_he company is the only merchant, and importsaao_speeie itself.
But Ra3naal is mistaken in tills. In the first place, private merchants do carry
the precious metals to In&a, because they are of more value there than in
Europe ; and that very reason also deters the servants of the company, who may
have made foffunes in Asia, from remitting them in specie.
'
And if it were to be suggested, that a fortune, remitted to Ettrope, is less substantial and more speedily dia_ipated, when it arrives in,the shape of.goods, than
when in that of specie, this again, would be an error. The form, th_ property
happens to assume, does not affect its substantiality ; when once transferred to
Europe, it may be converted into specie, or land, or what not._ It is the amount
of values, and not the temporary form they appear under, which, in'this.colonial
connexion,"as in that of international trade, is the essential eircumstall_e.
• _ The complete interception of all export of objects of value w6uld not help
them towards the point of intent; because free communication bceasions a much
greater influx than efttux of wealth. Value, or weClth, is by nature _ugitive
and independent. Incapable of all restraint,'it is sure to vanish from the fetters
that are contrived to confine it, and to expand and flourish under the influence
" ,if liberty.
(a) This is a harsh word, yet probably justifiedby the history of the origi-n_
acquisition. But the scene has now ehtmged;_ the servants of the sgvereign
campany no longer look to spoliation as a pubfic or private resource, but are
content with the liberal remuneration of laborious duties,', eivj'l, mditary, and
financial. A slight examination of _the connexion between Britairt and-her
Asiatic dependencies will show, how small abalance is refialtt_ to the farmer
in any shape ; and. _t should be remembered that part, even of this, 'is but the
interest of loarts raised in England,3"or the parpeses of Indian administration,
though not always of a wise or paternal character.' T.
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CHAPTER XI.
OF THE

._

"MODE

IN'WIIICH

_TIIE (_UANTITY
POPULATION.

OF THE

PRODUCT

AFFECTS

8_c'nos L
Of Population,as connectedwith Political Economy.

HAVING,in Book l, investigated the production of the articles
necessary to the satisfaction of human wants, and in the present
Book, traced their distribution among the different members of the
community, let us now further extend our observations to the influence those products exercise upon the number of individuals, of
which'the community is composed; that is to say, upon population.
In her treatment of all organic bodies, nature seems to neglect the
individual, and afford protection only to the species. Natural history
presents very curious examples of her ex'traordinary care to perpetuate the species; but the most powerful me.Ins she adopts for
that purpose, is the multiplication of germs in such vast profusion,
that notwithstanding the immense variety of accidents occurring to
prevent their early developmer_t, or destroy them in the progress to
maturity, there are-always left more than sufficient to perpetuate
the species _, -Did not accident, destruction, or failure of the means
of development, check the multiplication of organic existence, there
is no'animal or plant that might not cover the face of the globe in a
very few years.
This faculty of infinite increase -is common to man, with all other
organic:bodies;
and although his superior intelligence continually
enlarges his own means of existence, he must sooner or later arrive
at the ultimum.
Animal existence depends upon the gratification of one sole_and
immediafe'want, that of.food and sustenance ; but man is enabled, by
the faculty of communication with his species, to barter one product
for another, 'and to rega_rd the _'alue, rather than the nature, of the
roduet. The producer and owner of a piece of furniture of twenty
liars value, may Consider himself as possessing as much human
foo_ as mav he procurable for that price. And with respect to the
relative price of producfs, it is in all cases determined by the intensity of the desire, the de_ree of utility in each product for the time
being.. We may safely take it for granted, that mankind in genera!
will not barter an object of._more,, tbr one of less urgent rLeccssity
In a season of agricultural scar-city, a lar_er quantity of furnitur.e
will be given for a smaller quantits: of human aliment ; but it is mvdriably true, that whenever barter takes place, the object given on
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one side is worth that given
curable for the bther.*

on the other,

B_x _L
.and that the' one is pro-

Trade and barter, is we have seen above, adapt the prodncts-.to
_e general nature of the demand.
The objeets,_whe_her
of food
or'raiment,
or of habitation,
for which the strongest desire is felt,
are of course the most in request;
and the wants of each family or
individual, are more or less fully satisfied, in proportion to the _bility
to purchase these objects; which ability depends upon the productive means and e_ertion of each re_ectively;
in plain terms, upon
the re_'eniae of each respectively.
Thus, in theend,
if we sift this
matter to the bottom, we shall find, that families, and nations, which
are but aggregations
of families, subsist wholly on their own products; and that the amount of product in each ease necessarily
'._m_ts the numbers of those who can subsist upon it.
. Such animals as are incapable of providing for future exigencies,
after they are engendered,
if they do not fall a prey'to man,'or some
of their fellow brutes, perish the moment they experience
an im.perative want, which they have not the means of gratifying.
But
man has so many future warrts to provide for, that he could not
answer the end of his creation, without a certain degree of providence and forethought;
and this provident turn can alonepreserve
the human species from part of the evils it Would necessarily endure,
-if its numbers were to be perpetually
reduced by the process of
destructive
violence.J"
Yet notwithstanding
the forethought
ascribed
to man, aiad 'the
restraints
imposed on him by reason, legislation, and social habit-s,
the increase of population is always evidently co-extensiv¢,, and.even
something
more than co-extensive,
with the means of subsistence.
It is a melancholy
but an undoubted
fact, that, even iff the most
* Although all products are necessary to the. s_ial existence of_'m_:n,the necesmty of food being of all others most urgent and unceasing, and of.most frequent recurrence, objects of aliment are justly placed first in the eatalog,ue of
the means of human existence. They are not all, however, the produee of the
.national territorial surface ; but are procurable by commerce as welt as by internal agriculture ; and many'countries contain a greater number of inhabitants than
could subsist upon the produce of their land. Nay, the i_nport:ation of another
eom_poditymay be equivalent to an importation of an article of food. The export
.of wines anti brandies to the north of Europe is almost equivalentto an exlm_t
of bread ; 'for wine mi_tbrand_, in great measure, supply tlie place of beer and
spirits distilled from.grain, and thus allow the grain, which would otherwise.be'
employed in the preparation of beer or spirits, to be reserved/'or that of bread,
t"The praetiee of-infanticide in China proves, 'that the loe_l prejudices of'eastern and of religion there eonnteraet the foresig_ which tends to eheel_ theJncrease of population.; and one can not but deplore such prejudices; l_r the human
misery resulting from the destruction is great, in proportion as its object is,more
fully _teveloped, and more capable of sensation. For this'reaso_ it watild be still
more barbarous and irrational poliey to multiply wars, and other means of lauman
destruction, in order to increase 'the enjoyments" at"the survivors ; because the
destructive scourge would Etffeethuman be'ings in a _t_te more perker, more susceptible of feeling sendsuffering, and arrived at _ period of,l_fe whetr the mature
display of h'is faeulti'¢s renders man more valuable to himself and to others.
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thriving countries_ part of the population annuaIty dies of mere want.
Not.'that all who perish from want absolutely die of hunger ; though
this calamity is of more frequent occurrence
than is generally
supposed.*
I mean onl_ that they have not at command
all the neces• saries of life, and d_e for want of some part of those articles of
necessity.
A siek'oi" disabled person may, perhaps, requil:e nothing
more than a little -rest, or medical advice, together with, perhaps,
some simple remedy, to set him up again ; but the requisite rest, or
advice, or remedy, is denied, or not afforded.
A child may require
the attentions
of the mother, but the mother may perhaps'he
taken
awgy to labour, by the imperious calls of necesslty ; and the child
perish through accident, neglect, or disease.
It is a fact well established by the researches
of all whohave
turned their attention to
statistics, that out of an equal nambe'r of children of wealthy and of
lndigent parents, at least !wice as many of the latter die in infancy
as.bf the tbrmer.
In short, scanty or unwholesome
diet, the insufficient change
of linen, the want of warm and dry clothing, or of
fuel, ruin the health, undermine
the constitution,
and'sooner
or later
bring mukitudes of human beings to an untimely end; and all, that
perish in' consequence
of want beyond their.means
to supply, may
be said to .die of want.
Thus, to man, particularly
in a forward
state of civitization,
a
variety of products,
some of them in the class of what have !_een
_ominated
immaterial products, are necessaries
of existence;
these
are multiplied
in a'degree
proportionate
to the desire for them,
respectively,
because its intensity, causes a proportionate
elevation
*The Hospice de Bicetre, near Paris, contail_s, on the average, five or six
ousand poor. In the sea/city of the year 17.°,;3,the governors could not afford
em food, either so good or so abundant as usual ; and I am assured by the housesteward of the establishment, that aT.that period almost all the inmates d_ed.
It wonld appear from the retttrns given in a tract entitled " Observations on
the Condition of the Labourin K Classes," bv J. Barton, that the average of
dgaths, in sev_/n distinct manufacturing districts of England, has been proportionale to the ,dearness, or, in other words, to the scarcity of subsistence. I
subjoin an extract from his statements.
Average
Years.
'1801
1B04
1807
1_10

........
. .......
.......
....
: . .

price of Wheat
per _1r.
S.

d.

118
60
73
106

3
1
3
2

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

Deaths.
55..965
44,794
4_.I08
54,864

Friwn tne'same ri_turnsit appears, that the scarcity occasioned less vaortahty
in tlie a_'ic-ultural dmtrict_ The reason is manitL_'t: the labourer is there more
cammonly paid in kind, and the high sale-price of the product enabled the
fa_ler to give a high pffrc_ase-price for labour. (a)
(a) The latter reason is not very satisfactory ; for the total receipts of the
corn-growers" are prgbably not larger in years of scarcity, than in thesee,f
abundance. T. '

$2

374

ON DISTI_UTION.,

_

I_

of their prlci_ : and it may be"laid down as a general maxim, _hat
the population of a state is always proportionate W the sum of its
production in every kind'* This is a truth, acknowlrdged bymost
-writers on political economy, horvever various and discordant their
opinions 9n most other points, t (1)
_
.
It appears to me, however, that olqe very natural-cunseqhence,
deducible from this maxim, has escaped their obmrvation ; _'hieh is,
that nothing canpermanentlv
increase population, except the endour.age .ment _nd advance of I_roduction ; and that nothi_ng"can occa,
s,on its permanent diminution, but such circumstance_ as "attack
production in its sourceS.
The Romans were forever making 'regulations to repair the loss
of population, ocrasioned by their state of perpetual external _varfare.
Their censors preached up matrimony ; their laws offered premiums
* Not but that accidental causes may sometimes _ualify i_hese general ru_es.
A country, where property is very unequally' distributed,
and where a few individuals consume produce _enou_o'h for the maintenance
of numbers, will doubtless
snbslst a smaller population, them a country of eoual l_roduction,where
wealth
is more equally diffused. The very opulent are not'oripusly a_;erse tb the burthen'
of a family; and the very indigent are unable to'rear one.
t"Vide Stewart, On Political Economy, book i. c. 4. Que_nay F_wyclo,pgdie.
art. Grains.
hlontesquieu,
Esprit
des .Lots, liv. IS. c. 10. and llv. 2"3. c. 10.
B_ffon,
ed. de Bernard,
tom. ix'. p. 26(}. Forbonnais,
Princi_s
et Observations, p. 39, 4.5. Hume_ Essays, part _2..Ess. 2. "lSEuvres de Poivre, p. 145,
146.
Condillac, Le Commerce et le Gouvernement,
part 1. chap. 9-,4r'25. Verr/,
Re[lexions
sur l'Economie
Politique,
e. 210. Mirabeau, Ami des H_mmes, tom.
a
""
"
'
'
"
i. p. 40. R ynttl, Histotre de l Etabhssement,
lrv. 21. s. 2,3. .CT_asteUux, de la
Fglibit_ Pul_ique,
tom. it. p. 205.
Necker, Administration
des Finanbes de
France, c. 9. and _Notes sur _'F,to_e de _olbert.
Condorcet, 2_btes sur Voltaire,
ed. dc KepL tom. xlv. p.l_0.
Smith, _Vealth of Natlons, book i. _e.S, L1,. Garni'er, Abr@'_ Eldmentaire,
part 1. e. 8. and Pr¢face de sa Trathtction
de Smith.
Canard, Princi_es
d'Economie
Pot4tiqne,
p. 138.
C__dwin, On Political Justice, book.viii, e. 8. C_avi_re, .De la France.et
des Etats Unis, ed. 2: p. 60,
815.
Brown-Duignan,
Essay on the Pr£ncijoles of _ational
Eco_iomy, p. 97.
Lon_. 1776.
Beccaria,
Elcmenti
di Economia
Publica, par. prim. c. 27 3.
Gorani, RecT_erches s'ur la 8cience du Goavernement,
tom. h. c. 7. S_smrradi,
t_rouv. Prim .d'Econ. Pol. liv. vii. c. 1. et seq. l_de also, more especially, Matth_,'Essay
on Population
a work of considerable
research ; the -souncl and
_powerful argumertts.of
which would.put this mater beyond dispute, if it indeed
had been doubted,
• (1) The simple laws of population, or their _'eneral prineiples_ whichare
few
and plain, are)examined,
discussed, and'establishe.d
with great ability by'Professor Senior, 0f Oxford, as well in the two lectures ola Population
we have
already referred to, as in his subsequent correspondence
with Mi'. Malthus, to
which these lectures flare rise, and _'hmh Mr. Senior ]ass subjoined to them, in
an appendix.
Full justice is done, by Mr. Senior, to the orig_inatity and depth
of Mr. Malthus's views on Population,
as well as to their great importance,
at
the time he first gave them to she public ; the inaccuracy, nevertheless,
in his
etatgme'nt'of
the general proposition, namely_ the tendency of eyery people to
increase-in their numbers, more rapidly than in their wea.lth, is el_rly
pointed
out, and the errors which flow from it satisfaetoril N exhibited.
"tf a single
country,"
says Mr. Senior, "can be found in which there is now.lesg poverty
than is universal in a savage state, it mast,be tru'e, that under the. circumstances
in whmh that country has been placed, the means of sub_lstence.hav.e
g g]'eate_
tendency to increase than the population."
A_maxcar_ E_)rrott.
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and honours t9 plurality of children ; but these measures xve1'efruitless. "There is no difficulty in getting children; the difficulty hes in
maintainb_/hem.
They should hai'e enlarged their internal produetion, _instead o'f spreading devastation amongst their neightx_urs.
All their b_>asted regulations did not prevent,the effectual depoputa1ion of Italy _nd Greece, even long before _th_ inroads of _e" _barbarous northern hordes. +
The edict of Louis XVI. in favour of maTriage, awarding pensions
to those parents who should have ten, and larger ones to thQse who
slmuld have twelve ehMren, was attended-with no better success.
The premiums that monarch hetd out in a thousand ways to indolence and uselessness, were much more ad_;erse, than such poor
enconi'agements could be conducive, to the increase of population.
It is the fashion to assert, that the discovery of the new world has
teMed to depopulate old Spain; wherehs her depopulation has resuited from fhe vicious institutions of=her government, and "the small
amount of her in_ernal product, in proportion to her territorial extenM"
The most effectual encouragement to population is, the activity, of
industry, and the consequent multiplication of the national products.
It abounds in all industrious districts, and. when a virgin soil happens
to co-operate _ith the exertions of a community, whence idleness is
altogether discarded, it_ rapid increase is truly astonishing.
In the
United States of America, population has been doubling in the course
of twenty years.
• For the same i'easons, although temporary calamities may sweep
off multitudes, yet, if they leave untainted the source of Tep_'oduction, they are sure to prove more afflicting _o humanity, than fatal to
population. It "s_oontrenches again upon the-limit, assigned by the
aggregate of annual production.
Messance has given some very
"curious calculations, whereby it appears, that after the ravages occasioned b.ythe famous plague of Marseilles in 17211,marriages throughout Provence were more fruitful than before. The Abbd d'Expilly
comes to the same conclusion.
The same effect was observable in
Prussia, after the plague of 1710. Although it had swept off a third
of the population, the tables of Sussmilch _ show the number of
•_oirths_, whick, before the plague, amounted annually to about 26,000,
to have advanced in the year following, 1711, to no less than 32,000,
It might have been "snpposed, that .the number of marriages, after so
terrible a mortality, would have been at least considerably reduced,
on the contrary, it actually doubled; a strong indication of the tendency of population to keep always on a level with the national
resources,
The loss 'of population is not the greatest calamity resulting from
* Vide I_vi_ Hist. lie vi. Plutarcld Moralia, xxx. De defectu oraculoru_
_trabonis, lib. vii. "
Ustariz has remarked, that the most populousprovinces of Spain are these,
fromWhichthere &asbeen the greatest emigration to America.
$ Quoted_by,Malthus,in his Essay on Popul. vol. ik
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• suehAeanpg, rary visimtions_ the first and. greatest is, the misery they
ocqasion to the human race. G_'eat multitt/des can not be swei_t from
the land of the living bY pestilence,
famine or war, without the
• endui'anee o£ a vast deal of suffering and agony, by numbers_of sentien_ beings ; besides the pain, distress, and misery of the survivors ;
the destitution of widqws, orphans, brothers, Sisters, and paren(s.
It
is/L subject _f additional regret, if among the :rest, there h_ppen to
fall one or two of those superior and enlightened-men,
_vho._e single
talents and virtues have more effect upon the happiness and wealth
of nations, than the grovelhng industry of a million of ordinary mortals.
' Moreover,
a. great loss of human beings, arrived at maturi W, is certainly arlo_s of so much acquired-wealth
or capital;
f_r every
,grown person is an accumulated
capital, representing
_11 the ad.
vances expended
during a course of many years, in training ana
malting him what he.is. A bantling a-day old by no means replaces
a ma_n _f twenty ; and the welt-known
expression
of the Prince de
CondO, .on the victorious
field of .Senef, Was." equally absurd and
unfeeling.*
The destructive
scourges of the humaaa species, therefore,
if not
injurious to poputatiorr, are .at least an outrage
on humanity;
on
which account alone, their authors are highly criminal: t
But though' such tomporary
ca'lamities are morwaffli'cting
to humanity than hurtful to the population of nations, far ottmr is the
effect of a vicious government,
acting Upon a bad system of political
economy.
This latter aitaeks the very principleof
population, bv
drying up the sources-of
production;
and since fhe,'numhers'o]
"
maakind,
as before seen, always approach
nearly to the utmbst
* "Une nuit de Paris repar_era tout cela." It requ_'res the care and expenditure of twenty successive years to replace the full-grown.man, that a cannonball has destroyed in a moment. The destruction of the human race by war is far
more extensive than is commonly imagined. The ravage .bf a cultivated district,
the. plunderof dwelling-houses, the demolition of estahhshments of industry, the
consumption Ofcapital, &e. &c;- deprive numbers of the means of livehhood, and
cause many more to perish, than are left on the field of battle.
_"Upon this principle, _aocapital improvement ,of the medicinal or ehirurgieal
art, like that of vaccination for instance, can permanently influence national
population ; yet its influence upon the lot of humanity may be very considerable ;
for it may operate powerfully to preserve beings alread2_far advanced in _o, in
strength, and in, knowledge : whom to replace, would -cost fresh bi;.-ths and fr_h
adwnces-; in other words, abundance of sacrifices, priva¢ions_ _
_,_fferiri_'s
both to the parents,and the children. W_en population must be l_eptup by additional births, there is always more of the.suffering incident to the e_tranee and
the exit of human existence ; for they are both of rimre frequen_ occurrence.
Population may be kept up with half the number of births and deaths, if the
average term of life be adva_aeedfrom forty to fifty yeats. Thei'e will, indeed,
be a greater waste of the germs of e_istence ; but tim eon_tion of mankind must
be measured by the quantum of hum_oa suffering, whereof mere g_ms are not_usceptible. The Waste of them is s6 immense, in the ordina_.y_eoumeof nat_e,
that the small addition can be of no consequence. Were the vegetable creation
endo'wed with sensation, the best thin_" that could happen, to it would bel that
the _eeds of all the'vegetables, now rooted 'up.and destroyed_ should be decomposed before the vegetable faculties were awakened.
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limits the annual revenue of the nation will admit of, if the governmerit reduce that revenue by the pressure of intolerable taxation,
forcing the sub._ct to sacrifice part of his capita], and 6onsequeatly
diminishing the aggregate means of subsistence and repro_iuction
possessed by the community, such a government not only .imposes
a ,preventive check on furtherprocreation,
but may be fairly said
to commit downright murder; for nothing so effectually thins the
'effec.tive ranks of mankind, as privation of the means Of subsistence..
The evil effects of monastic establishments upon population, have
been severely and justly inveighedagainst;
but the mode, in which
they. qperate, has been misunderstood; it is the idleness, not the
celibacy, of the monastic orders, that ought to be censured.
Thev
ut their lands into cultivation, it is true, but where is the merit o'f
at ? Would the lands remain untilled, if the monastic system
were abolished ? So far from that evil-resultihg from the abolition,
wherever th6se establishments have been converted into manufac.torJes, of which the French revolution has offere.d many examples,
equalagricultural
produce has continued to be raised, and the produce of the manufacturing industry has been all clear gain ; while
the increased total product, thus created, has been followed by an
increase of population also.
- From these premises, may likewise be drawn this further conclusion ; that the inhabitants of.a country are not more scantily supplied
with the necessaries of life, because their number is on the increase;
nor more plentifully, because it is on the decline. Their relative
condition depends on the relative quantity of products they have at
their disposal; and it is easy to conceive these products to be considerable, though the population be dense; and scanty, though the
population be thinly spread. Famine was of more frequent occurfence in Europe during the middle ages, than it has been of late
years, although Europe is evidently more thickly peopled at present.
_he product of England, during {he reign of queen Elizabeth, was
not aaea_ly so ab_undant as it is now, although her population was
then less by half; and the population of Spain, reduced to but eight
millions_ enjoys not nearly so much affluence, as when it amounted
to twenty-aCour.*
Some writers t have considered a dense population a_ an izadex of
national prosperity; and, doubtless, it is a certain s_n of enlarged
national p¢oduction. But general prosperity implies the general diffusion and abundance of all the necessaries, aud some of the superfluities of life amongst all classes ot_thc population. Some parts of
India and of China are oppressed with populati'on, and with misery
also; but their condition would he nowise improved bv thinning its
• If populationdependson the amountvf product, the number of births is a
very imperfectcritgrion,by whieh to measure ,t. VVhen industryand pro&me
are incrgasing,births ale multiplied'disproportionate|vto the existing populatim,,
so as to swell the e_timate; on the contrary,in the _lectininffstate of natioca]
wealth, thd-aetnal lat_pulat_on
exceeds the average ratio to the births..
14Walla'ee, Condorce_,Godwin.
82*
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numbers, at least-it it were brollght about by a dimhqution of the
aggregate product. Instead of reducing_the numbers of the population, it were far mole desirable to augment the grosaproduct; which
may-always
be effected by superior individual activity, industry,
and fl-ugalitv, and the better administl'ation, that is to' say,'the less
ii-equent interfererice of public authority.
But it will naturally be asked, if the popuration olr a country regularly keeps pace with its means .of sub§!stence, what will become
_f it in years of scarcity and famine ?

"(hat the same number of people coniume always the same quantity of food. In years o_plen W, ever)" one is well fed ;-A-food is not
so frtlgally managed ; a quant_v of animals' are fatted for use ;--and
people drink more largely, because al_ is cheap. A yearof.scarcity
comes; the people are ill fed; and when the lower classes come to
_tivide with their children, the portions are brought to be very
small ;" instead of _aving, they consume their previous hoard ; and
after all, it is unhappily too true, that part of that class must suffer
and perish.
This calamity is most common in countries" overflowing with
population, .like Hindostan, _or China, where there is little -external
or maritime commerce, and where the poorer classes have always
been strictly limited to the mere necessaries of life. There, the
produce of ordinary years is barely sufficient to allow this rfiiserabte
pittance; consequently, the slightest failure of the crop leaves mqltitudes wholly destitute of common necessaries, to rot and p_rish
by wholesale. All accomlts agree in representing that famines'are,
for this reason, very frequent and destructive in China. and rr_y
parts of Hindo_tan.
Commerce in general, and _ar_time commerce in particular
facilitates the interchange of products, even with _he md§t remote
countries, and thus renders it practicable to import articles of subsistence, in return for s_veral other kinds of produce ; but too great a
depehdence on this resource, leaves the nation at the merey _)f every
natural or political occurrence, which may happen to ihtereept' dr
derange the intercourse "with foreig n countries.
The intercourse
must then be preserved at all events, no ynatter whether by force or
fraud, competition must begot rid of by-every means, however
unjustifiable ; a separate province, or _e_- ally,perhaps, "is obliged
•to purchase.. .the national p.r°ducts, onde'r restrictions.. qeuallyg allirLg'q,
as the exactmn of actual tribute; and 'a cbmmercml nmnopbly errforced, even at the hazard of a war-; all which evils make the state
_)f the nation extremely precarious indeed.
The produce of England, in articles of human subsistence, had
antto.ubtedly increased largely tbwards the end of'the 18th century;
,

* Sir-Tam_, of i_oltaess,booki. c. 17.
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but its,prodt_ee
in artieles of appwrel and household
furniture
had
Pthrobably increased
still more rapidly.
The eonseqHence
has been,
at immensity
of produetlon,
_vhieh enables her to multiply her
population beyond what the prbduce
of her soil earl support,*.and
to bear up under the pressure of-public burthens, to which there is
rio parallel" nor avert approximation.
But England
has suffered
severely,
whenever
foreign markets
haye been shut against .her
produce;
and she has srmletimes-been
obliged to resort to violent
means to preserve
her external intercourse.
' She ,_-ould-act wisely,
perh_tps, in discontinuing
those encouragements,
that impel"fresh
capital into the ehannels of manufacture
and external
commerce,
and direetin_._ it rather towards that of agrieuhural
industry.
"It is
probabl6,
that in that ease, several districts, which have not yet
received the qtmost cultivation
of which they are suseeptible, partieularly
many parts of Scotland and Irelat_d, would raise agricultural produce enough to purchase most part, if not the whole, of the
surplus product
of her manufactures
and commerce
beyond her
present cdnsumption.t
Great Britain would thereby create for herself a domestic
consumption,
which is always the surest and the
.host advmatageous.
Her neighbours,
no longer offended by the
necessarily
jealous and exclusive nature of her policy, would probably Jay aside 'tt_eir hostile feelings, and become willing customers.
But, after all, if her manufactured
should still be disproportioned
to
her agricultural
produce, what is there to prevent her from adopting
a system of judicious'colonization,
and thus creating for herself fresh
markets for the produce
of her domestic
industry in every part of
the" globe, whence she might derive, in return, a supl;ly of" food for
her superfluous population ?_
,In this particular,
the position of Franc.e appears to be precisely
opposite to that of Great Britain.
It would seem, thart her.agricultural product is equal to the maintenance
of a muchlarger
manufaeturhag and commercial
population.
The face of the country pre* In a pamphlet entitled, Oonsiderations on British Agriculture, published in
:lff14, by W. Jacob, a member of the Royal Society, and a well-informed writer
upon agricultural topics, we are told, (p. 34,) that Englar_d ceased to be an exporter, and became an imlmrter, of wheat, about the Year 1800.
The writerAast cited efitem into tong details to show, that the soil of the
Bxitish isles could be made to produce at least a third more than _heir present
product, ibid. p._115, et seq.
:_By judicious colonization, I mean colonization formed on the principles of
complete expatriation, of self-government without control of the mother-country,
and of freedom of external relations ; but with the enjoyment of protection only
by the mother-eotmtry; while it should continue necessary. Why should not
political bodies imitate in this particular the xelation of parent and child _. When
arrived at the age of maturity, the .po_nal independence of the ehitd is both
just and natueal; the rela6on it en_-t_iders is, moreover, the most lasting and
mgst benefic'ial to beth l_rties. Great part of Vtfriea might be peogled with
European eotonies formed on these principles. The world_has yet room enough,
and the-cultivated land on the face of the globe is far inferior m extent to the
fertile land remaining untilled. The earl of Selkirk has thrown much light oa
•this matter, in his tract on Emigr.ation and the State of the Highlands.
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sents "the picture of high" and . genera, i cultivation;
but tile villages
and cxmntry towns are, for the mo_ parr, surprisingly
small, poor,
ill.built, and ill-paved, the fewshops
scantily supplied, and the public
houses neither neat nor comfortable..
It is plain_ the agrieulttrral
produe/must
either be less thart the appearance
Woul_l indicate, or
it must be consumed'in
a thriftless and unprofitable
,r&nnCr ; probably both these causes are in operation..
"In the first place, the production ,is fa/,tess titan it might be i and
that'i_ chiefly owi-ng to three causes ;--1. The want df capital, particularly in enclosures, live stock, and amelioratiom*.
2. The indolenco
of the cultivators,
and the too general neglect of weoding, trimming
the -hedges, c!earing
the trees,of
moss, destroying
insects, &c. &c.
8. The neglect of a proper alternatiort
of crops, and of the most
approved methods of cfiltivation. '- In the second place, the consumption
is unthrifty and unprofitable;
for a great part of .it is n_ere wast6; and yields no human gratification whatever.
To speak of one article _a].one, that is, of firing,
x_Chieh is an object of great value in _listricts, where coal and wood
ar.d scarce; the waste of it is enormous in the huts of the peasantr]_
lighted as they often a re bv the door-way
only, and admitting
tile
rain down the chimnev
while the fire is burning.
Unwholesome
beverage or food, and the indulgence of the alehouse, are like injurious modes of consumption.
In fine, towns and villages :would be more thickly spread, and
wol'fld _3esides present an appearance
of greater affluence, were the
genei'ality of the inhabitants
more acti_'e and industrious,
and actuated by the laudable emulation,
tinctured
perhaps with some little
,_anity, rather of possessing every object of real utSlity, and _ahibiting in their domestic arrangements
the utmost order.and
neatness,
than of liwing fin indolence
upon fhe rent of a trifling patrimony,
or the scanty salary of some useless pLrblic employ.
The small
proprietor,-with
an income of 3 or 400-dollars
per annum, just sufficient to vegetate upon, might dotrble or triple it perhaps
by adding
the revenue derivable
from personal industry;
and even t'bose engaged'in useful occupatiofis
do not push them to the full extent of
their activity and intelligence.
_oreover,
the spirit of inquiry.a_nd
improvement
has probable
been disheartened
by the :exhmpte
of
frequent ill successalthough
the failure has commonly
been odca
sioned by the want of judgment,
perseverance;
and h'ugality.
National
population
is uniformlv
proportionate
to the quantum
of 'natibflal production ; but it may'vary
locally wi_in _the limits ot
each.sVate,
according
to the fax'ourable
or unfavourable
operation
of'loc'dl
circumstances.
A particular
district will be rich, because
Its soil is fertile, its inhabitants
induBtrious,
and possessed
of capi:.

* Th_ want of capital prevents the employment ofmach_ery for expediting
tt_e operations, like the thrashing nv_ehine in common'use _in England." This
makes _. larger supl_ly of haman agency requisite in _griculture ; and the morn
. mouths there are to be fed, the smaller will be the surplus produce, which alone
is dispo_ble. :
.
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tel accumulated by their frugalit_ i in like manner as"a- family wilt
surpass its neighbours in wealth, because of-its superior intelli• gence and-aCtivity.
The boundaries and political constitutions of
states affec,t population only, inasmuch as they affect the national
production.
The influence of religion and national habits upon
population is precisely analogous.
All travellers agree, that protestant are bol:b richer and more populous than catholic countries ;
and the reason is, because the habits of the former are more cond_ive to prochaction.
Szcrm_II.
"Of the influence of the Quality of a national product upon the local dis_.
tribution of the Population.
For the earth to be cultivated, it is necessary that population
should be spread over its surface; for industry and commerce to
flourish, it is desirable to collect together in those spots, where .the
arts may be exercised with the most advantage; that is to say,
where there can be the greatest subdivision of labour. The dyer
naturally establishes himself near the clothier.; the druggist near
the dyer ; the agent, 9r owner, of' a vessel employed in the transport
of drugs will a*pproximate in locality to the druggist; and so of
other producers in general.
At the same time, all such as live without labour on the interest
of capital, or ,the rent of landed property, are attracted to the
towns, where they find brought to a focus, every luxury to f_d
the]r appetites, as well as a_choice of society, and a variety of
pleasure a_d amusement.
The charms of a"town life attract foreign
visiters, and all such as live by their labour, but are free to exercise it wherever they like. Thus, towns become the abode of
literary men and artizans, and likewise the seats of government,
of courts of justice, and most other'public establishments; and their
population is eularged by the addition of all the persons attached
to such establishments, and all who are aecidental!y brought thither
by business.
"
Not but what there is always a number of country residents,
that are employed in a_anufacturing industry, exclusive of such as
make it their abode ih preference.
Local convenience, ,running
water, the contiguity of a forest or a mine, will draw a good deal
of machinery, and a number of labourers, in manufacture, out of
the precincts of towns. There arc, likewise, same kinds of worK,
which must .be performed in the neighbour.hood of the consumers ;
that of the ta'ilor, the shoemaker, or ,the farrier; but these are,
tri_ng compared with the manufacturing industry of all kinds executed intowns,
Writers on political economy have calculated, that a thriving
countr) ts 'capable of supporting in its towns, a population equal
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to that of the country.
Sgme-examples
lead to an.opinion, that it
• cQutd support .a still greaterproportion,
were its industry directed
w_th greater skill.and its agriculture
conducted with.more int6lligence
and less waste, even supposing it_ _oil 4o" be of very moderate
fer:.
tility.*
Thus muqh at least is certain, .that,.when t!)e towns r_ise a
product for foreign consumption, they are then enabled to drawXrom
abroad provisions in xeturn, and may sustain a population'mtmh
larger jn proportion t6 that of the country. Of t-his we have instances
in the numerous
petty states, whose territory alone is barely sm_ficient to afford subsistence to one of the suburbs_pf their capital.
Again, the cultivation of pasture land, requiring much less human
labour than that of arable, it follows, th.a't, in gr0.zifig eoTmtrtes, a
greater pi'oportion of the inhabitants
can apply themselves
to the
• arts of industry;
which are therefore
more attended to in pasture
than in corn countries.
Witness Flanders,
Holland, and Normandy
that was. (b}

..

• There is good reason to believe, that the total populationof England is more
than the double of that "employed in her internal agriculture. From the returr O
lai'd before parliament, 1Sll, it appears there were in Great Britain, inclusive of
Wales and Scotland, $95,99S families employed m agriculture; and that the
total number of families amounted to f2,544,'2!5, which would give but a third
of the 3_pularion to the p_rposes of agricdlture.
Acedrdmg to Arthur Young, the country population ot"Frapce, witb.iv_her old
limits, was .............................
20,521,7938
And that of the cities and towns ...............
5,709,2711
Making a total of ........................
26,230,$0S
lgupposing him to be correct, France, within her old boundary_ could maintain, on this principle, a population of 41 millions, supposing, her merely to
doable her agricultural popul_ttion; and of 60 millions, .supposing her industry
were equally active with that of Great Britain. (a)
It is the general remark of travellers, that the traffic of the, great roads of
France is much less, than might be expected, in a country Nssessing so many
natural advantages. This may be attributed chiefly to the small number and
size. of her towns; for it is the communication from town tb towri that peoples
the great road; thatdf the rural: population being principally from one part of
the village or farm to another.
(a) Our author has here. fallen into a patpaple error. The ratio "of the "agricultural, to th6 total population -of Great Britain, has not been varied as above
stated, solely, or even chiefly by the muhitblication of the commercial afiOmanufactnrinl_ classes ; but by ,the transfer of the human labour spared in agriculture
to the two other branehedof industry. Agriculture might occupy Dr_e,third only
of, the population of France, and yet the total populatmn be decreased and not
multiplied. T.
(b) This position is too general. A pastoral nation, devoting the who_eof its
territory to_pasture, could sl_re a very small proportion of its p6pulation for
commerce and. manufacture ; witness'Tartm'y, and the Pampas "of-S6uth America.
•Where a dense manufacturing and commercial population makes it'advantageous
to the land-holder to devote his land ta pastnre, and look tb forei_'ners for the
_uppty of corn, as in Holland, a small proportion of the populaiion may. indeed
be required for domestic, but a large proportion will be reqti_red for the aninm
tton of foreign agriculture. T.
."
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From due period of the irruption of the barbarians into-the Roman
empire, down to the 17th century, that is to say, to a date almost
within living memory, the towns made but little figure in the larger
• states of Europe.
That portion of the population,, which was
thought to live upon the cultivators of the land, was not-then, as
now, composed p'rincipally_of merchants and manufacturers, but consis_ed of'a nobility, surrounded by numerous retainers, of churchmen
and other idlers, the tenants of the chateau, the abbey, or tile convent, with theii" several_dependencies ; very few of them, living within
the towns. The products of manufactm-e and commerce were very
limiied indeed ; the manufacturers _'ere tire poor cottagers, and the
merchants mere pedlars ; ,aa few rude implements of husbandry, and
some very ctunvsy utensils and articles of furniture, answered all
the purposes of cultivation and ordinary life. The fairs, held three
or four times in the year, furnished commodities of a superior
quality, which we should now look upon with contempt; and what
rare household articles, stuil_, or jewels, of price, were from tirae
to time imported from the commercial cities of Italy, or from the
Greeks of Constantinople, were regarded as objects of uncomrnon
luxury and magnificence, far too costly for_ any but the richest
princes and nobles.
In this state of.things, the towns of course made but a poor figure.
Whatever magnificence they may possesg in our time is of very
modern date., lu all the towns of France together, it would be
impossible to point out a,single handsome range of buildings, or fine
street, of two hundredyears'
antiquity. There is nothing of anterior date, with the exception of a few Gothic churches, but clumsy
tenemefits huddled together in dirty and crooked streets, utterly
impassable to the swarm of carriages, cattle, ,and.foot-passengers,
that indicates the present .population and opulence.
No country can yield the utmost agricultural produce it is equa,
to, until every part of its surface be studded with towns and cities.
Few manufactures could arrive at p_rfection, without the conveniences, they afford ; and, without maoufactures, what is there togive
,'in exchange, for agricultural products ? A district whose agricultural
products can "find no market, feeds not half the number of inhabitants it is capal_le of-suI3porting; and the condition, even of those
it does support, is rude enongb, and destitute both of comfort and
refinemdnt; they are in the lowest stage of civilization. But, if an
industrious colon3: comes to establish itself in the district, and graduaily forms a town, whbse inhabitants increase till they equal the
nmnbers of the original cultivators, tlhe town will find subsistence
on' the aTricultural product of the district, and the cultivators be
enriched _by the prodnct of the industry of the town.
Moreover, towns offer indirect channels for the export of the
agtid:ultura] values of the district to a distant market. The ram,
producbs of agriculture are not easy of transport, because the
expense soon, swallows up the total]_rice of the commodity trans:
ported. Manufactured' producehas
greatly the"a4vantage in this

'.'bespeet; "for industry will fri_quently attach very considerable
value
to a _bstance
of little bulk.and weight.
By the meansof
manufac
ture_ the raw products of.national.agriculture
are converted
into
manufacti_red
goods of much more dondensed, vaiue_, which will
defray the charge
of i_ more distant transport,
and bring a return
of produce adapted to tire wants of the exporting country.
.
There are many of the provinces of' France, that arb miserable
enough at present, vet want nothing but towns to bring them into
laigh cultivation.
Their situation would, indeed, be'hopeless,
were
we to adopt the system of,thai
class of economists,
which recommends the purchase
of manufactures
from foreign countries, wi_
the raw produce of domestic agriculture.
(1)
Ho_wver,
if towns owe their origin and increase to" the concert
tration of a variet:_ of manufactures,
great and small, manufactures,
again, are to be.set in activity by nothing but productive capital; and
productive
capital is only to be accumulated
by fru_,alitv of con.
mption.
Wherefore,
Jr'is not enough Io t'rac_the _lan_of.a town,
and give it a name: before it can have real existence, it must be gradually supplied with ind_trious
hands, mechanical
skill, im_)lements
of trade, raw materials and the necessary subsistence of those engaged
(1) [The slow progress of agriculture in these provinces of France is not
attributable to the want of towns in the midst of them ; .towns and cities are a
consequence, not the cause of the general prosperity of a country. NQf would
the adoption of a different policy from that which recommends the purchase of
manufactures from foreign countries with the raw produce of domestic a_ieulture, improve the situation of these districts. A system of _licy which should
attempt by restraints or encouragements, to divert a portion of the capital and
industry employed in agriculture or commerue from those channels tov_ards the
erection of a town, or the establishment of a manufactory, with a_v_ew ta promote the better cultivation of the soil, would be subversive of th_s end.
To what causes then. must the misery, said by our author to prevail in those
province_, be ascribed, or what has retarded their agricuttura'l improvement?
The prosperity of agriculture, as well a_ that of every other branch of industry,
depends upon the unrestrained operation of individual interest ; not only furnishing motives to e_rtion, hut knowledge to direct that exertion. All that ia
necessary to enable a state to reach the highest pitch of opulence, is not to.distmrb the action of this important principle. The obstacles', it will accordingly
be found, which have opposed the progress of improvement im the countries
alluded to, may be traced to the interference by the public authdfities with the
_lutary operation of this powerful motive of actian, or, in ether Words, to their
bad laws and political institutions. Sometimes imposing restraints on the cultivator, and e_posing him to numberlesS oppressions, either by presci'ibmg the
mode m which the soil shall he cultivated, or the predUcts it shall yield. And,
when not thus directly interfering with the business of produation, prohibiting
the exportation of the raw produce,_of the soil, and thereby depriving it of the
best market. At other times harassing the lmsbandman with taxation, the
shameful inequalities of which, whil_ they relieve the higher,orders,, permit
the burden to fall, almost'exclusively, "on'his shottlders, or depriving'him of the
freedom of trade from province to province within his dwa country ; but, above
all, by _rpetuatin_" the inheritance of landed property in particular bodies or
families," without the power of ahenation. These are a few of'the corrupt.and
hia'barous laws.which have retarded'the'agriculture,
not of. these, partieular
provinces of/?rance on!y, but of many of the fairest portions of Europe.]
,-An_c.,_
Em'roL
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i_ industry; until the completfgn and sale of their products.
Otherwise, instead of founding a city, a mere scaffolding is rtm up, which
must soon thll to the groond, because it rests upon no so]k[ foundatiori.
This" was the ease.with
regard to Ecatberin_lfiw,
in the
Crimea ; and .was, indeed, foreseen by the emperor'Joseph
It., who
assisted at the cerembny "of its fouhdal, ion, and"laid the secondstone
in dee form : " The empress of Rtissia and n_yself," said he to his
s_te, "}rove completed a great work "in a single_day : she has laid
the ftrst'stone of a city, and I hare laid the finishing one."
Nor will capital alone suffice to set in motion the mass of industry
and 'the product!ve
energy necessary to the formation and aggran
dizemeut of a city, unless it present also the advantages
of locality
and of beneficent public institutions.
The local position of Washington, it should seem, is adverse to its progress in size and opulence:
for it has been outstripped by most of the other cities of the Union ;(1)
whereas, Palmyra,
in ancient times, grew both wealthy and popu,ous, though in the midst of a sand), desert, solely because it had
become,the
entrepot of commerce
between Europe and eastern Asia.
The same advantage
gave importance
and splendour to Alexandria,
and, at a still more remoteperiod,
to Egyptian
Thebes.
The mere
will of a despot could never have made it a city of a htmdred gates,
and of tile magnitude
and populousness recorded by Herodotus.
Its
grandeur
must have been owing to its vicinity to the Red Sea and
the channel of the Nile, and to its central position between India and
Europe. (a)
If a city cannot be raised, neither does it seem, that its .further
aggrandizement
can be arrested
by the mere fiat of the monarch.
Paris continued to increase, in defiance of abundance of regulations
issued by the government
of the day to limit its extension.
The
only effectual barrier is that opposed by natural causes, which it
would be veu _difficult to de'fine with precision, for it consists rather
of an _ggregate
of little inconveniences,
than of any grand or posi(a) There is some stretch of imagination in this. Probably the Egyptian
Thebes was ,itself the centre of manufacture and commerce in its flay, and not
its entrepet ; indeed, there is no reason to suppose a very active intercourse between.:India and ]_urope to have existedat so early a period; and, if it" had,
Thebes would hardly have been the entre?ot. But central India furmshes itself
instances of cities containing as large a population. Nineveh and Babylon
_eem to have been quite as populous; each'was probably the central point of an
enormous domestic industry. T.
(1).[The local positipn of Washington, perhaps, 'is not as adtantagesus as
that of some of the other cities of the Union ; it certainly, however, has not been
advor_ _' it_ prog_'_essin population and wealth. "In the year 1S00, when
Washihgton became the seat <h¢ the general goverfiment, its whole populafioq
amounted to _,92r0; according to the census, it contained in 1S10, 8,208 it/habitants, in 1_20, 18,247 inhabitants, and in t_0, 18,8"28i.n_bitants. In tl_ yea_
1820 _the whole number of buildings was 2,208., of which 925 were of brick.
By the assessment valuation of the year 1880, the whole n uraber of buildingB
was 3,12.5. l.I;cannot, therefore, be said tO have been outstripped by most of
the- other vitie_ in the progress of improvement.]
2_MIgRIC/tN
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tive obstruction. .In overgrown cities, the municipM administration
is nevei"well attended to; a _zast deal of valuable time is ,lost i_6going
from one quarter to another : the crossing'and jostling is immense'in
the central pans: and the narrow streets an&pa'ssages, having been
calcutate'd for a much" smaller population, are unequ/_t to the vast
iiicrease oL horsas, carriages, passengei's,.and .traffic" of all sorts.
This evil iS felt most seriously at Paris, and accidents a.re growing
more frequent every day ; yet new streets are now building on the
same defective.plan, with a certain prospect of a hke inconvenience
_ yery few years hence.
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OF THE DIFFERENT "KINDsOF CONSUbIPTION.

IN tl_e course of my work, I have frequently been obliged to) anticipate the explanation of terms and notions which in the nattrral
order should have been postponed to a later period of the investigation. Thus I was obliged in the first book to explain the sense,-in
which I used the term, consumption, because production cannot be
effected without consumption.
My reader will have seen fi'om the explanation there given, that,
in like manner as by production is "meant the creation, not of substance, but of utitity_ so by consumption is meant tile destruction of
utility, and not of substance, or matter. When Once the utility of a
thing is destroyed, there is an end of the source and basis of its
value ;--,'in extinction of_hat, which made it an object of desire and
of demand. It "thenceforward ceases to possess value, and is /ao
longer an item of weahh.
Thus, the terms, to consume, to destroy tile utilit 9, to annihilate
the value of any thin(g, are as strictly synonj-mous as the opposite
terms to produce, to communicate utility, to create value, and convey
to the mind precisely the same idea. Consumption,'then, being the
destruction of value, is commensurate/not with the bulk, the weight,
or the number oftheproducts consumed, but with their value. Large
colnbumption is the destruction of large value, whatever form that
value may happen to have assumed.
Every product is liable to be consumed ; because the value, w,hich
can be added to, can likewise be subtracted from, any object. If il
h_ been added by human exertion or industry, it may be subtracted
by human use, or a variety of accidents. I_ut it cannot be more
than once consumed; value once destroyed cannot be destroyed a
second time. Consutnption is sometimes rapid, sometimes gradual.
A house, a ship, an implement of iron, are equally consumabie as a
loa_r a joint of meat, or a coat. Consumption again may J_ laut
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partia].
A horse; an article of ftu'nitnre,
t_y"the possessor, has be_n but pardaily
residue of value,-for which an equivalent
on tile re-sale;
Sometimes
consumption
dceide_al,
as when a house is burn_, or
• contrary to the consumer's
intention, as
ove._oard,
or stores set on fire to prevent
hands.

&

Book IIt.

?r a house when re-sold
consumed;
there is still a
is received' in exchange
is invohmtary,
and either
a vessel shipwrecked,
or
when a cargo is thro_vn
their failing into enemies'
,-

Value' may be consumed, either long after its production,
or at
the very moment, and in the very act of production,
as in "the _ase
' of the l_leasure afforded by a concert, or theatrical
exhi.bition. Ttl_ae
and labour may be consumed;
for labour, aplalieable to an useful
rpose, is an object of value, and when once consumed, can never
consumed again.
Whatever
canfiot possibly lose its value is not liable to consumption. A landed e.state cannot be consumed ; but its annual productive
agency may; for when once that agency tras been exerted, if cannot
be exerted again.- The.improvements.of
an estate may be evnsumed,
although their value may possibly exceed that of the estate itself;
fol' these improvements
are the eifect of human exertion and industry; but the land itself i_ inconsumable._
•
So likewise it is with anyindustrious
faculty.
One may consume
• a _labourer's d_y's work, "but not his fatuity
of:wor'king;
which,
, however, is liable to destruction
by the_, death of the person possessing it.
All products are consumed sooner or later ; -indeed they are/produced solely i'or the purpose of consumption, and, whenever the eonsumptiofi c_f a product 'is delayed after it has reached the poit_t of
absolute maturity, it is value inert and neutralized for the time.. _For
as all value may be employed
re-productively,
and made to yield a
profit to the posseasor, the withholding
a product from consumption
i_. a loss of the possible profit, in other words, of 'the interest its
value would have yielded, if usefully employed.J"
:* Some materials are capable of receiving and discharging the same kind of
value many times over; _ linen, which wilt undergo repeated washing. The
cleanliness given it by the laundress, is a value wholly consumed on each noessins, along with a part of that of the linen itself.
l"The wjues not consumed sooner or later in a useful way are of little moment; such are provismns spoiled by keeping, products lost accidentally, and
those whose use has become obsolete, or which, have never been 'used at all,
owina" to the faililre of the demand tbr them, wherein value originate_. Values
I_urie_,or eon_eealed,are-commonly withdrawn but for a time'from consumption;
when ftmnd_ it is always the interest of the finder to turn, them to account,
v;hich he cannot do without submitting Sem _o-eonsumptmn. In this ease,
the only loss is tha't of the profit dorivabla from them d6ring the period of' thair
disappearance, atut may be reckoned equivalent to the intei_st for that time.
The same observation applies to ,the minute saving_, sueeesmvety laid by
until the moment of iavestnaent_the ag_gregate of whieh is_dodbtless, considerable. Th_ toss, resulting from this inertness of capital, may he partially remedied.by n_.. erating.the d,utie_ on transfer, by exteadmg to,the utmbst'the facility
nf eareulatmn, and by the establishment of banks of del_it_, in ,Which capita
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But, products being uni'versMly destined for 6onsumption, and that
too in.the quickest way, how, it may be _sked, c_n there be ever an
accumulation
of capital, that is to sa)_, of values produced ?
I answer--that
value may be accumulated,
without being necessarily'vested
all the while i_t. the same identical product,
pro_'ided
only it be perpetuated
in some product or other.
Now, values employed
as capital are perpetuated
by reproduction;
the vitriQus
produ_cts of which capital consists, are consumed like all other products: but their'value
is no sooner 'destroyed
by consumption,
than
it re-appears
in another, or a similar substance.
A manufactor_¢ eari
not be kept up, without a consumption
of victuals and clothes for
the workmen, as welt as of the raw material of manufacture
; but,
"while value i_qthose forms is undergoing
consumption,
new value ,is
communicated
to the object of manuihcture.
The items that composed the capital so expended,
are consumed
and gone; but the
capital, the accumulatod
value, still exists and re-appears
under a
new form, applicable to a second course of consumption.
Whereas,
if consumed unproduetively,
it never re-appears
at all.
The annual consumption
of an individual, is, the aggregate
of alt
the values consumed
by that individual
within
the year.
The
armual consumptior/of
a nation is, the aggregate of values consumed
• within the year by all the individuals and communities,
Whereof the
nation consists,
In the estimate
of _ndividual or national consumption,
must be
incMded every kind of consumption,
whatever be its motive or c6nsequence, whether productive of new value or not; in like manner,
as the estimate of the annual production of a nation comprises the
total value of its products
raised within the year.
Thus, a .soap
.manufactory'is
said to consume such or such a quantity or value of
alkali in a year, although this value be re-produced
from the manu.
factory in {he shape of soap ; on the other hand, it is said to produce
annuaity such and such a quantity or value of soap, a_though the
production
may have cost the destruction
of a great variety of
_,alues, -_'hich, if deducted, would vastly reduce the apparent
product. By annual productiotl,
or consumption,
national or indi_'idual,
is therefore vrmant, the gross and not the net amount J*
Whence it natui'allv tbllows, that all the commodities,
which a nation imports, mtlst be reckoned as a part of its annual product, and all
its exports.as
t3art of its annual consumption.
The trade of France
consmnes the total value, of the silk it exports to the United States;
and produces, on the-other hand, the total value of cotton received
in return.
And, in like manner, the manufacture
of France conmay be sat'ely vested, and whence it may readily be withdrawn. In times of
l_otitic:alconfusion, and under an arbitrary government, ,many will prefer to keep
their capital inactive, concealed, and unproductive, either of profit or gratification,
r_.ther than run the risk .of its display. This latter evil is never felt under a
good government.
_Forthe ffistinetiun between the gross and the "net product, vide su1_ d, Book
1L chap. 5.
33 *
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sumes the value of alkali employed by the soap-boiler, and produces
the.v£lue of soap derived from _he concern.
The total annual consumption of a nation, or an.individual, is a very
different thing from the aggregate of capital. A'capital may loo
wholly or papally consumed several times a year, Vvhen a shoemaker .buys leather, and cuts and _vorks it up into shoes, there is
so much capital consumed and reproduced.
Every time-he repeats
the operation, there is so much more capital con,umed.
Suppose
the leather purchased to amount to 40 dollars, and-the operation
to be repeated 12 times in the year, there will have been an annual
consumption of 480 dollars upon a capital of 40 dollars. On the
other hand, there.may be portions of his capital, implements of
trade, for instance, which it may take several years to consume..Of
this part of his capital he may consume annually but t-4 or 1-10
perhaps.
In each country the wants of the consumer determine the quality
of the product. The product most wanted is most in demand ; and
that which is most in demand yields the largest profit to industry,
capital, and laud, which are therefore employed in raising this
rticular product in preference; dnd, vice vers?_,when a product
comes less in demand, there is a less profit t6 be got by its producrioni it is, therefore, no longer produced.
All the stock on hand
fails in price ; the low price encourages the consumption, which soon
absorbs the stock on hand.
The total national consumption may be divided into the heads of
public consumption, and private consumption ; the former is effected
by the public, or in its service ; the latter by ifldividuat_ or families.
Efffier class may be productive or unproductive.
• In every _ommimityeach
member is a consumer; for no one can
subsist, without the satisfaction of some necessary wants, however
confioed and limited; on the other hand, all, who do not hoe on
mere charity, or gratuitous bounty, contribute somehow to production, by their industry, their capital, or their land; wherefore, the
consumers may be saM' to be themselves 'the producers; and ,the
great bulk of consumption takes place amongst the middling and
poorer classes, whose numbers more than counterbalance th_smaUness of the share allotted to each.*
"*It is probable,that, in all countries,anywise advanced in industry, the rav_hues of industry exceed those of'capital and land united,and, consequently,that
tim consuhaptionof those deriving income solely fromindustry, and whollyde,
pendent for subsistenceupon their personalfaculties;e.xeeeds_that of t_othcapitahsts and land_rds together. It is not uncommohto mee_with a manufactory,
that, with a capital,say of 19_.0,000
dollars, will l_aydaily in wages_ its people,
60 dollars,which, with the deduction of Sundays and holidays,mokes 18,(t00
dollarsper annum; if to this be added,4000 dollars more for the net profits of
persbnal superintendenceand management;it'will give a tothlo_'"2"2,000
dollars .
per annum, for the revenue of i;ldustry alone. The same capital: vested.inland
at bu 20 years' purchase vco_fldyield a rer/,enfieoF6000 dollars only.
'me cultivation"by m_tayers, the very low'estdeseriptic_ of farmers, gives to
them, and their snbordinatelabourers' industry,a revenue equal to llaat of the
land]aintly with the e_.oital,which is advanced by the proprietor.
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Opulen% civilised, and industrious nations, are greater consumers
than poor ones, because they are irrfinitely.greater
producers.
They '
annually, and in some cases, several times in the course of the veab
re-consume their productive
capital, which 4s thus continually
{'enorated; und consume unproductively,
the greater part of Iheir revenues, whether derived from industry, from capital, or fr6m land.
It is not uncommon to find authors proposing,
as the modeI for
imitation, _those nations whose wants are few; whereas, it is far
preferable to have, numerous wants, alonz with the power to ,_ratify
them.
This is the way at once to multiply the hum_in specieS, and
to give to each a more enlarged existence.
Stewart*
extols the Laced_emoniafi
policy, which consisted in
practising
the art of self-denial in the extreme, without aiming at
progressive
advancement
in the art of production.
But herein the
Spartans were rivalled by the rudest tribes of savages,'which
are
commonly neither numerous
nor amply provided.
Upon this wineiple, it would be the xrery acme of perfection
to produce
nothing
and to have no wants ; that is to say, to annihilate human existence.

CHAPTER II.
OF THE

EFFECT OF CONSLrMPTION

IN GENERAL

THE imriaediate effect of consumption of eyery kind is, the loss of
value, consequently, of wealth, to the owner of the article consumed.
This is the invariable and inevitable consequence,
and should never
be lost sight of in reasoning on this matter.
A product cottsumedis a value lost to all the wgrld and to all eternity;
but the further
consequence,
that may follow, will depend upon the circumstances
and nature of the cQnsumption.
If the consumption
be unproductive,
there usually results the
gratification
of some want, but no reproduction
of value whatever;
if productive, there results the satisfaction of no want, but a creation
of new value, equal, inferior, or superior in amount to that consumed,
and profitable or unprofitable to the adventurer
accordingty._"
.*Book II. _hap. 14.
• # This may be illustrated by the burning, of fuel in a grate or furnace. The
"fuel burnt, serves either to give-warmth, or to cook victuals, boil dyeing ingredients, and the like, and thereby to increase their value. There is no utility in
the mere gratuit6us act of burning, except infim'auchas it tends to satisfy some
•human-want, that of warmth for it_stance; m which case, the consumption is
unproductive ; or inasmuch as it confers upon a substance submitted to its action,
a value, that may replace the value of the fuel consumed; in which case the
consumption is productive.
If the fuel, btmat for the sake of warmth, produce either no warmth at all, ol
_,ery litfle ; oi"that burnt to give value to a substance, give it no vaiue, or a less
value than the value consumed in &el, the consumption will be _11-judgedand
improvident_
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•Thus, consumption m_y be regarded, aa an a6t of barter, wherein
lhe. _vner of the value ,consumed gi_es up .that value on the one
hand,'and receives in return, either the satisfa6tion'.of a personal
want, or a fresh value, equivalent to the value consumed.
It may be proper here to remark, that consumption, prodtmtive of
nothing beyond a: present gratification, requires no skill .or talent in
th$ consumer.
It requires neither labour nor ingenuity to eat a
good dinner, or dress in fine clothes.* On the contrary, productive
consumption, besides yielding no immediate or present gratification,
requires an exertion of*combined labour and skill, or, of what has
all along been denominated, industry.
_¥hen the owner .of a product ready for conshmption has himself
no industrious faculty, and wishes, but knows not how to consume
it productively, he lends it to some one more industrious than himselt_.who commences by destroying it, but in. such a way, as to
reproduce another, and'thereby'enable
himself to make a full restitution to the lender, after retaining the profit of his o_-n skill and
labour. The value, returned consists of differem objects from that
lent, it is true; indeed, the condition of a loan is in substance this;
to r_place the value lent, of whatever amount, say 2000 dollars, at a
.time specified, by other value, equivalent to the same amount of silver
coin of the like weight and quality- at th_ time of repayment.
An
object, lent on condition of specific restitution, cannot be available
for reproduction; because, by the terms of the loan_ it is not to be
consumed.
• Sometimes a producer is the c(ansumer of his own product; as
when the farmer eats his own poultry or vegetables ; or the clothier
Wears his _)wn Cloth. But, the objects of human consumption being
far more varied and numerous, than the obiects of each person'_ produc/ion respectively, most operations of consumption are preceded
I_y a process of barter.
He first turns into money, or receives in
that shape, the values composing his individual ,revenue; and then
changes a_ain that money for the articles tie purposes to consume.
Wherefore_ in common parlance, to spend and to consume have
becbme nearly synonymous., Yet, by the mere act of buying, the
value expended is not lost:, for the article purchased has likewise a
value, which m_v be parted with again for what it cost, if it has not
been bought over-dear.
The loss of value does not happen till the
actual consumption, after which the value is ,destroyed_ it then
ceases to exist, and is not the object of d second consumption. For
this reason it is, thal in domestic life, the bad management of the
wife _soon runs through a moderate fortune ; for she in general regulates the daily consumption of the family, which is th'e chief source
of expense, and one that _s always recurring,
* There' is unquestionably a sort of talent requisite
in the expenditure
of a
large income with credit to the proprietor_'so as to gratify personal taate, without awakening th_ self-love of others; to oblige without the sense of, humiliation ; to labour for the public good, witlmut alarming individual interests. ' But
this kind of tatent is referable rather to the head of practical, whilst it_ influence
upon the rest of mankind falls within the province of. theoretical, _morality.
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This will serve to expose the erroT of the notiofi, that where there
is _/o toss of money, there can be no loss of Wealth. It is the commonest thing in the world to hbar it roundly asserted; that the
money spem is not lost, but remains in the country; and, therefore,
that the country cannot be impoverished by its imernal expenditure.
It is tiue, the value of the money remains as before ; but the object,
• or the.hundred objects, perhaps, that havebeen successively bought
with the same money, have been consumed, and their value de,
stroyed.
"
_Wherefore, it is superfluous, I had almost said ridiculous, to cowfine at home the national money, for the 'purpose of preserving
national wealth. • Memey by no mea_s prevents the consumption of
value, and the consequent diminution of wealth; on the contrar3, •it
facilitates -the arrival of consumable objects at their ultimate destination; which is a most beneficial act, when the end is well chosen,
and the result satisfactory.
Nor would it be correct even to maintain, that the export of specie is at all events a loss, although its
presence in the country may be no hindrance to consumption or to
the diminution of wealth. For unless it be made without any view
to a retL_rn,which is rarely the case, it is in fact the same thing as
p_oductive consumption ; being 4nerely a sacrifice of one value, for
the purpo_d of obtaining another. Where no return whatever is in
view, tbere indeed is so much loss of national capital; but the loss
would be quite as great, were goods, and not money, so exported.

CHAPTER HI.
OFTHEEFFEC_r
OFrllODUCTIV'E
CONSUM:PTION.
Trrz nature of productive consumption has been explained above,
in Book L The value absorhed by it is what has been called Capital. The trader, manufacturer, and cultivator, purchase _/he raw
material _*and productive agency, which they consume in the preparation of new products; and the immediate effect is precisely the
same as that of unproductive consumption, namely, to create a
demand for the objects of their consumption, which operates upon
their price, and upon their production; and to cause a destruction
of Value Bnt the n ltimate effect is different; there is no satisfaction of'a humati want, and no resulting gratification, except that
accruif_g to the adventurer from the possession of the fresh product
*Tile raw materials of'manufactm'e and commerceare, the products:bought
with a vmw to the communicanonto them of"further value. Calicoes,ale raw
material to the calico-printer,and printed cahcoesto the dealer whobuysthem
for re-sale or export. In commerce, every act of purchase is an act of ¢o_
Bumption;and every act of rd-sale, an act of production.
2Z
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the value which replaces that of the. prod_ts consumed, and commonly affords him a profit into the bargain.
, To. this position, that produeti_e consumption does not imm_
diatelv satisfy any human want, a cursory observer may possibly
o'
"
object, that the wages of labour, though a pi'oduetive outlay, go to
satisfy the -wants of th_ la_bourer, in food, raiment, ,and amusement
perhaps.
But, in this oper.ation, there is a double eonsuroptiofl; 1.
Of the capital consumed productively in the purchase of productive
agency, wherefrom results no human gratific_dion: 2. Oflhe daily or
.weekly revenue of the labourer, i. e, of. his productive agency, the
recompense "for which is consumed unproductively by him_e|f and
his family, in like manner as the rent of the man_fac'tory, ,which
forms the revenue of the landlord, is by.him consumed anproduetively. And this does not imply the consumption of the same value
twice over, first productively, and afterwards unproductivety; for
the values consumed are two distinct values _'esting on bases altogether different. The first, ,the productive agency of the labourer, is,
the effeot of his muscular power and skill, which is itself a positive
product, bearing value like any other. The second .is a portion of
capital, given by the adventurer in exchange for that productive
agency. After the act of exchange is once completed, the eonsump
lion of the valuegiven on either side is contemporaneonsi but with a
different object in view ; the one being intended to create a new product, the other to sa.tisfy the wants of the productive agent and his
family. Thus, the object, expended and consumed by the adventurer, is the equivalent he receives for his capital ; and that, consumed
uhproductively by the labourer, is the equivalent for his revenue.
The interchange of these two values by no means makes them one
and the same.
So likewise, the intellectual industry of Superintendence .is-reproductively consumed in the concern ;-and the profits, accruing to the
adventurel as its recompense, are consumed unproduetively by him.
• self and his fam_y.
In short, this double consumption.is precisely analogous to that
of the raw material used -in the concorn.
The clothier presents
himself to the wool-dealer, with 1000 crowns in his hand; there
are, at this moment, two values in existence, on the one side, that
of the 1000 crowns, which is the result of previous production, and"
now forms _t part of the capital of the clothier ; on the other, the
wool constituting a part of the annual product of a grazing farffa.
Those products are interchanged, and each is separately consumed ;
the capiial converted into wool, in a way.to produce cIoth ; the product of the farm, converted into crown-pieces, in the satisfaction of
the wants of .the farmer, or his landlord.
Since every thing consumed is so much lost, the gain of reproductive consumption is equal, whether proceeding from reduced _on.
quraption, or from enlarged production. "InChina, they make a great
.saving, in the consumption of seed-corn, hy followlngthe drilling.
m lieu of the.broad-east, method..The
"effect of this saving is pre
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cisetv the same, as if the land were, in China, proportionately
more
productive
than in Europe.*
In manufacture,
when the raw material used is & no value whatever, it is not.to
be reekbned'as
forming any part of the requisite
consumption
of the concern ; thus, the stone used by the lime-burner,
and the sand employed
by the glass-blower,-are
no part of their
respective
consumption,
whenever
they have cost them nothing.
A.saving
of productive
agency, whether of industry, of land, or
of capital, is equally real and effectual, as a saving of raw material ;
and it is 9_aetieable
in two ways ; either by making 'the same productive means yield more agency;
or by obtaining
the same result
from a _naller quantity of productive
means.
Such savings generally operate in a very short time to the benefit of the community
at large ; they reduce the charges of production; and m proportion
as the economical
process becomes better
undeistood,
and more generally, practised,
the competition
of. producers brings tho price of the product gradually to a level with the
charges of production.
But for this very reason,
all, who do not
learn to economise like their neighbours, must necessarily lose, while
others are gaining.
Manufaetm'er_
have been ruined by hundreds,
because they would go to work in a grand style with too costly and
complex
an apparatus,
provided of course at an excessive expense
of capital.
Fortunately,
in the great majority of eases, self-interest is most
sensibly and immediately
aftbeted by-a loss of this kind; and in the
concerns
of business, like pain in the human frame, gives tim61v
kvarning of injuries, that require care and reparation.
If the rash
or ignorant adventurer
i_a production
were not the first to suffer the
punishment
vf his own errors or misconduct,
we should find it far
more common than it is to dash into improvident speculation ; _'hich
is quite as _'atal to public prosperity,
as profusion and extravagance.
A merchant;
that spends 10,000 dollars in the acquisition of 6000
dollars, stands, in respect to his private concerns
and to the general
wealth of the community,
upon exactlv the same footing, as a man
of fashion, who spends 4"000 dollars in horses, mistresses, gluttony,
or ostentation;
except, perhaps,
that the latter has more pleasure
and personal gratifie'ation
for his'money.t
*One of the suite of Lord Maeartney estimated the saving df grain in China,
by this method alqne, to,-be equal to the supply of the whole populatmu of Great
Britain.
_fThere is almost insuperable d'tfficlflty in estimating with precision the consumpticm and production of value; and individuals have no other means of
knowhJg, whether their fortune be increased or diminished, except by keeping
regular accounts of their receipt and expenditure ; indeed, all prudent pemons
are careful to tto so, and it is a duty imposed by law in the c_tseof traders. An
adventurer could otherwise scarce]v know whether his concern were gainful or
losi_z., and might be involving hin_elf-and his creditors in ruin. Besides keeping re_o4ar accounts, a *prudent manager.will ma]_e previous estimates of fine
v_.lue that will be absorbed in' the concern, and of its prol_ableproceeds ; the use
of -which,. like that of a plan or design in _building, i_ to g_ve an approximation,
though it can afford no certainty.
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What;has been said on this subjeet ir_Book I, of this work, makes
it needless tb enlarge here on the head of productive consumption.
I shall, therefore, henceforward direct' my reader's" attention to
the subject of unproductive consumption, ,its motives_ and consequences.; premising, that in what I am about to say, the word con_
suraption, used alone, will" import unproductive, consumption, as it
does in common conversation.
_
:_

CHAPTER IV.
OF THE

EFFECT

OF

UNPRODUCTIYE

CONSUMPTION

IN GEN'ERAL,

ttAWNG just considered the nature and effect of consumption i0
general, as well as the general effect of productive consumption in
particular, it remain_ only to consider, in this and the following
chaptet's, such consumption as is effected_.ith no other end or objecl'
in view, than the mere aa_isfaGtion of a want, 9r the enjoyment of
some pleasurable sensation.
Whoever has thoroughly comprehended the nathre of consun_p
fion and production, as displayed in the ,preceding pages, will have
arrived at the conviction, that no consumption of the class den0mihated unproductive, has any ulterior effect, beyond_ the satisfaction
of a want by the destruction of existing value. It is a mere exchange of a portion of existing _'ealth on the one side, for human
gratification on the other, and nothing more. Beyond this, what
can be expected ?--reproduction? how can the same identical'fiti]ity
_e afforded a second time ? "Wine can not be both drunk and distdled into braudy too. Neither can the object consumed serve t0
establish a fresh demand, and thus indirectly to stimulate fffture productive exertion; for. it has already been explained that the only
effectual' demand is created by the possession of wherewithal to
purchase,--of something to give in exchange; and what can_at
b_, except-a product, which, before the act of exchange and consumption, mu_t have been an item, either of revenue or of capital?
The existence and intensity of the demand must invariably depend
upon the amount .of revenue and of capital: tl_e Imre existerice of
revenue and of capital is all that is necessary for the stimulus of
prpduction, which nothing else can stimulate.
The choice of one
object of consumption necessarily preclgdes that of another ;, what
is consumed in the shape of silks cannot be consumed in ,the shape
of linens or .woollens; nor can what has bnee beech devoted to
pleasure ')r amusement, be made productive also,of more positive ol
substantial utility
Wherefore
the sole object of inquiry, with" regard to un_o
ductive consumption, is, the degree of gratification resulting _om the
act of consumption itself: and [hi_ inquiry will, in the. remainder ot
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this,chapter, be pursued in respect of unp_'oduetive"consumption in
general, after which we shall give in the tbtlowing chapters, a separate
consideration
_to The
that sole
of individuals,
andthat the of
theoccasioned
public, or
c,ommun_ty
at large.
pSint is, to wei=h
loss,
to the consumer ,by his consumption, against the ,satisfaction.it
•
- r
ct
affords him.
the de_ree
of correctness, with which the balance of
loss and gain is struck, will determine whether the consumption be
judicious or. otherwise ; which is a point that next to the actual production of wealth, lras the most powerful influence upon the well or
fil-be_ng of fa_afilies and of nations.
In this point of view, the most judicious kincls of consumption
seem to be_.t. Such as conduce to the satisfaction of positive wants; by which
term I mean those, qpon the satisfaction o4"which depends the existence, the 'health, and the contentment of the generality of mankind;
being the very reverse of such as are generated by refined sensuahty, pride, and caprice. Thus, the national consumption will, on the
whole, be judicious, if it absorb the articles rather of convenience
than of display : the more linen and the less lace ; the more plain and
wholesome dishes, and the fewer dainties; the more warm clothing,
and the less embroidery, the better. In a nation whose consumption is so directed, the public establishments will be remarkable rather
for utility than splendour, its hospitals will be less magnificent than
sglutary and extensive; its roads well furnished with inns,'rather
than unnecessarily wide and spacious, and its towns well paved,
though with few palaces to attract the _aze of strangers.
T_e luxury of ostentation affords a much less subst'antial and solid
gr_itification, than the luxury of comfort, if I may be allowed the
expression, Besides, the latter is less costly, that is to say, involves
the necessity of a sm_illvr consumption;
whereas the" former is
insatiable; iX,spreads from-one to anoth_, from the mere proneness
to imitation ; and the extent to which it may reach, is as absolutely
unlimited. (a) "Pride," says Franklin, "is'a beggar quite as clamorous as want, but infinitely more insatiable."
Taking society in the aggregate, it will be found that, one with
another, the ._ratifica-tion of real wants is more important to the
community, than the gratification of artificial ones. The wants of
the rjeh man occasion .the production and consumption of an exquisite l_rfume, perhaps tho_ of the poor man, the production and
consumption, of a good warm winter cloak; supposing the value to
(a) [t is strange, that so acute a writer should not have perceived,that the
misehiet"of pure individuMvanity can never be very formidable,because the
pleasure it affords loses in intensity,in proportion to its diffusion. Indeed as
far as individual consumpti6ais concerned,attacks upon luxury are mere idle
declamations; for the producfive energies of mankind will always be directed
tov_ardsan object_wiflaa _'orce'and in a degrreeporportionateto the intensityof
the want for it. It is_J:heextravag'ance of"public luxury alone that can ever be
formidable; this, as well as publi¢ consumptionof every kind, it is always the
interest of the 'epmmunityat large to contract,and that oflmblie fanefionariesh,
expmad,.tothe utmost, T.
"34,
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be equal, the _diminution of the general wealth is the_same in"both
cases : but the resulting gratification will, in the one ease, be trifling,
"transient, and scarcely perceptible; in the.other, solid, avtipte, and of
long duration.*
Such as ax_ethe most gradual, and absorb products of the best
quality. A natron or an individual, wiI1 "do wisely to direct consumption chiefly to those articles, that are the longest time in wearing out, and the most-frequently in use. Good houses and furniture
are, therefore, objects of judicious preference ; for there are few pro.
duets that take longer time to consume than a"house, or that are of
more frequent utility ; in ,fact, the best part of one's life is pas_ed in
It. Frequent changes of fashion are unwise; for fashion takes upon
itself _o throw things away long before they have lost their t_tility,
and sometimes before they have lost even the f?eshness-of novelty,
thus multiplying consumption exceedingly, and rejecting as good for
nothing what is prrhaps still useful, convenient, or even elegant. So
that a rapid succession of fashions impoverishes a state, as well by
the consumption it occasions, as by that which it arrests.
There is an advantage in consuming articles of supei'ior quality,
'although somewhat dearer,_and for ,this reason: ]n every kind of
manufacture, there are some cl_arg_ that are always the same,
whether the product be of good or bad ctuality. Coarse linen will
have cost, in weaving, Tacking, storing, retailing, and carriage,
before it comes to the ultimate consumer, quite as much trouble a0d
labour, as finen of the finest quality, therefore in purchasing an inferior quality, the only saving is the cost of the Caw material: the
labour and trouble must alw'ays be paid in full, and at'_dae same rate ;
yet the product of that labour and trouble- are much quicker consumed, when the linen is of inferiqr, than when it is, of superior
quality.
This reasoning is applicable indifferently to 0very class or product ; for in every one there are some kinds of productive agency,
that are paid equally without reference to quallty ; and thal_ agency
is more profitabIy bestowed in the raising of products of good than
of bad quality; therefore, it is generally more advantageous for a
nation to consume the former. But this can not be done, unless the
nation can: discern between good and bad, and have acquired taste
for the f6rmer.; wherein again appears the necessity of knowtedget
to the furtherance of national prosperity; and untoss, besides, the
bulk of the populatibn be so far removed above penury, as not to
be obliged to buy whatever is the cheapest in the first instance, al
though it be in the long-run the dearest to the consumer.
It is evident, that tire interferm_ce o£ pufilie authority in regu•* The lending at interest what might have been spent in'frivolity is of this
latter class; for interest can not be paid, unless th_ loan be. productively-employed; in which case it will go in part to the maintenance of' the labouring
. _"By knowledge,I would always be understood_ mean,acqtiltintanceWith
.he truestate ofthings, or generallywithtruth in every Immch.
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lating the details of the manufacture, supposing it to succeed in
making the manufacturer produce g6ods of the best quality, which
is very problematical, must be quite ineffectual in promoting their
consumption _ for it can give the consumer, neither the tast_ of what
i_ Of the better quality, nor the ability to purchase.
The difficulty
lies, not in finding a producer, but in finding a consumer. It will be
no hard matter to supply good and elegant commodities, if there be
consumers both wilhng and able to purchase them. But such a
den[land can exist only in nations enjoying comparative affluence ; it
is affluence, that both furnishes ,the .means of bttyJng article_ of good
qu_dity, aod gives a taste for them. Now the interlerence of authority is not the road to affluence, which results from activity of proffuction, seconded by the spirit of frugality ; from habits of industry
per_;ading every channel of occupation, and of frugality tending to
a@umulation of capital. In a country, where these qualities are
prevalent, and m no other, can individuals be at all nice or fastidious in what they consume.
On the contrary, profusion and embarrassment are inseparable companions; there is no choice when
necessity drives.-The pleasures of the table, of play, of pyrotechnic exhibitions,
and the like, are tO be reckoned amongst those of shortest duration.
I have seen villages, that, although in want of good water, yet do
not hesitate to spend in a wake or festival, that lasts but one day, as
much money as would suffice to construct a conduit for the supply
of that necessary of life, and a fountain or public cistern on the village green; the inhabitants preferring to get once drunk in honour
of the squire or saint, and to go day after day with the greatest irlconvenience, and bring muddy water from half a league distance.
The filth and discomfort prevalent in rustic habitations are atfributable, partly to poverty, and partly to injudicious consumption.
In most countries, if a part of what is squandered in frivolous
and hazardous amusements, whether in town or comary, were spent
in the embellishment and convenience of the habitations, in suitable
clothing; in neat and useful furniture, or in the instruction of the
population, the whole community would soon assume an appearance
ofqmprovement, civilization, and affluence, infinitely more attractive
to strangers, as well as more gratifying to the people themselves.
3. The collective consumptiorr of numbers. There are some kinds
of agency, that need not be multiplied in proportion to the increased
consumption.
One cook can dress dinner for ten as easily as for
one ; the samegrate will roast a dozen joints as "well as one ; and
this is the reason, why there is so much economy in the mess-table
of a college, a monastery, a regiment, or a large manufactory, in
the supply of great numbers from a common kettle or kitchen, and
in the dispensaries of cheap soups.
4. And lastly, on grounds entirely different, those kinds o1"con
sumption are judicious, which are consistent with moral recutude ;
and, on the contrary, those, which infci,lge its laws, generally end
in pubiic, as well' as private calamity.
But it would be too wide a
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d_r_ssion from my subject to at,tempt the illustration of this po_tdon.
It is observable, that great inequality of private fortune is :ho'stile
"to those kinds of consumption, that must be, regarAed as. must judi., cious. In proportien as that inequality.is more mar.ked, the .artificial wants of the population are more numerous, the real ones more
scantily supplied, and the rapid consumption more common and destructive.
The patrician spendthrifts and imperial gluttons of ancient Rome thought they never could squander enough. Besides,
immoral Ends of cohsumptidn are infinitely more general, where the
extremes of wealth and poverty a,re found blended .together. In
such a state of society, there are few, who can indulge in the refinement of luxury, but a vast ,number, who look on .their enjoyment_with 6twy, and are ever impatient to imitate them.. To get
into the privileged class is the grand object, be the means ever so
questionable; and those who are little scrupulous in the acquirement, art seldom more so in the employment of wealth. (a)
The governmeht has, in all countries, a vast itffluence, in determining the character of the national consumption ; not only because
it absolutely directs the consumption 6f the state itself, but because a
great proportion of the consumption of individuals is gaitled by its
will and example. If the government indulge a taste for splendour
and ostentation,, splendour and ostentation will be the order of the
day, with the "whole host of imitators; and even those of better
judgment and discretion must, in some measure, yield to "the tot
rent. For, how seldom are they independent of that consideratiot,
and good opinion, which, under such circumstances, are to be
earaled, not by personal qualities, but by a course of extravagance
they can not approve ?
•First and fore_most in the list of injudicious kinds of consumption
stand those which yield disgust,and displeasure, in lien of the gratification anticipated.
Under this class may be ranged, excess and
intemperance in private individuals; and, in' the state, war_ undertaken with the motive of pure vengeance, like that of Louis XIV.
in revenge for the attacks 0f a Dutch newspaper, or with that of
empty glory, Which leads commonly to disgrace and od.ium. Yet
such wars are even less to be deplored for the waste of national
wealth and resources, than for the irremediable loss of personal
virtue and talent sacrificed in the struggle ; .a loss which involves
(a) _n a wholesomestate ofsoeJ_..y,when public'institutions,are not needless]y multiplied,and aH tend to the commonpurpose of public good,this very impatienc_ and anxiety is conducive to the welfare, and not to the injury,of society. Indeed, great inequality,of fortune seornsto be a necessary'accompaniment to _qciai wealth madgreat natlono.tproductive'power. It is the prospect
qf great 9rize_only, that can stimulateto the extreme of intellectual and corporeal iridustry; and there is no instance on record-of a nation Faradvanced in
industry, in which great inequality of fortune has not existed. One bishopricof
Durhamwill tempt mdreclerical adventurers,'than.fivehundred mgderatebenefices; and the example of a vingle_rkwriffht or Peel will.stimulatemanufazturin_ science and aetivity_more than a whol_Mactchester.of moderatecotton
•pmnmgconcerns. T.',
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families in ,distress- enough, when exacted by .the public good, and
.by ,h_ rressure oLiaexorable necessity ; but must be doubly shockmg and afflicting, when it originates in the caprice, the wiekodness,
me folly, or the ungovernable passions of national ruler_

CHAPTER V.
OF

INDIVIDUAL

CONSUMPTION--ITS

MOTIVES

AND

ITS

EFFIgC'/_

Taz consumption of individuals, as contrasted with that of the
public or community at large, is such as is made with the object of
satisfying the wants of families and individuals.
These wants
chiefly consist in those of food, raiment, lodging, and amusement.
They _re supplied with the necessary articles of consumption i_i
each department, out of the respective revenue of each family or
individual, whether derived from personal industry, from capital, or
from land. The wealth of a family advances, declines, or remains
stationary, accurding as its consumption equals, exceeds, or falls
short of its revenue. The aggregate of the consumption of all the
individuals, added -to thatof the government for public purposes,
forms th'e grand total of national consumption.
A family, or indeed a community, or nation, may certainly corn
'sume the whole of its revenue, Without. being thereby impoverished ;
but it by no means follows, that it either must, or would act wisely,
in so doing. Common prudence would counsel to provide against
casualties.
Who can say with certainty, that his income will not
fall off, or that,his fortune is exempt fi'om the injustice, the fraud, or
_e violence of man_.ind ? Lands may be confiscated ; ships may be
wrecked; litigation may involve him in its expenses and uncertainties. The richest merchant is liable to be ruined by one urrluckv
"spectflati0n, or by the failure of others. Were he to spend h_s
whole income, his capital might, and in all probability would, be
continually on the d_c]ine.
But, supposing it to remain stationary, should one be content with
keeping it so ? A fortune, however large, will seem little enough,
when it comes to be divided amongst a number of children. And,
even if there be no occasion to divide it, what harm is lhere in enlarging k; so it be'done by hongt_rable means ? what else is it, but
the desice of each indivi¢lual to better his situation, that suggests
the frngality ihat accumul:tles capital, and thereby assists the progress of industry, and leads t() national opulence and civilisation ?
Had not previous generations been actuated by this stimulus, the
presemt one would now be in the savage _ate ; and it is impossible
to say, hoiv much farther it may yet be possible to carry civitizati6n.
It has never been vrovod to my satisfaction, that nine-tenths of tim
34* "
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l_OP ulation rrrust inevjtabi_
remain-in
that degree of misery
mad
'semi-barhansm,
whmh they are found in at present
in' most court'tries of Europe.
The observance
of the rules" of" private.econom)r
keeps ,tim consumption of a fa,mily ,a'ithin reasonable
bounds : that is to sa:_:, the
bolmds prescribed
in each instance by ajudicious
comparison
of the
value sacrificed
in consumption,
with the satisfaction
it affords.
None but the individuM himself, can fairly and correctly estimate
the loss find gain, resulting to hi?mself or thmily from eaehparffcuIar 'act of consumption
; ibr the balance Will depend upon the fortune, the ralik, and th_ wants of himself and family;
and, in some
degree, ])erhaps, upon personal taste and feelings.
To restra!n consumption
within too narrow limits, would involve the privation
of
gratification
that fortune has placed _ithin reach ; and, on t,he other
hand, a too profuse consumption'might
trench upon resources, that
it might be but evmmon prudenco to husband._.
Indivich_at consumption
has constant
reference
to the character
and passions of the eo,asumer.
It is influenced
alternately
by the
noblest and the vilest propensities
of our nature;
at one time it is
stimulated
by sensuality;
at another by vanity, t)2_ generosity,
by
revenge, or even by covetousness.
It is checked by prudence
or
foi'esight, by groundless
apprehension,
by distrust, or by selfishness.
As these various qualities happen in turn to pre(lbminate,
they direct
mankind in the use they make of their wealth.
In this, as m every
other action of life, the line of true wisdom is the most difficult to
observe.
Human infirmitv, is perpetually_ de,_iating_ to the'one. , side
or _he other, and seldom steers altogether
clear of exeess.J"
In respect to consumption,
prodigality
and avarie_ are the' _wo
faults to be avoided : both of them neutralize the benefits that wealth
is calculated
to confer on its possessor;
prodigality
by exhausting,
avarice
by not using, the means
of enjoyment.
Prodigality
is,
indeed, the more amiable of the two, because
it is atIied ,to man_
amiable and social qualities.It is regarded
with more indulgepce,
because it imparts its pleasures to others:
vet it is of the two the
more misehievous
to society ; for it squanders and makes away with
the capital that should be tile support of industry ; it destroys indus* On this ground sumptuary laws are superfluous and unjust. The indulgence
proscribed is-either within the means of the individual or not:'in Ne former
case_ it is an act ,of oppression to problbit a gratification involving no injury to
others, equally unjusUfiable as prohibition in any other particular ; in. the latter,
it is at all events nugatory to do so ; for there is no occasion for le_'al interference, where peeumary eirctTmstances alone are an effecttml bar. EvSry irrdgulanty of this kind works its own pumshment. It has been said, that it "_isthe
duty of"the ffovernment to cheek those batnts, wIllch have a tpndemey to t_ead
lleople into exwnses e×eeedin_ their means; but it wilt be found, that such
hatJlts can. enly be.introduced by the example and encourago.,_eng of the public
authoritms themselves. In all other'mreumstance_ neither custom nor fashion
will ever' lead the different classes of s(Ycl&yjmo any e_penses, but what are
suitable, to their'respeetr(e mea_s.
.
The we'ake_ sex is, from the" very circumstance of inferiority ifi strengta o!
mind, exposed to greater excess both of avarme'and prod_gahty.
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try, the grand agent, of' production, by the destruction of the other
agexa, ca#tal.
If, by expense and consumption, are meant those
kinds only which minister to our 15teasm,es and luxuries, it is a great
mistak, to say that money is go6d for nothing but to be spent, and
that products are only raised to be cornmeal.
Money may be employed in tile work of re-production ; when so employ_l, it must be
productive of great benefit ;, and, every time that a fixed capital _s
sc_uandered, a corresponding quami'cy of industry must be extinguisrr'ca, in some quarter or other. The _endthrift, in running througa
his fortune, is at'lbe same time exlrausting, in-o4anto; the source of
the profits upon industry,
'/'he miser, who, in the dread of losing his money, hesitates to turn
it to account, does, indeed, nothing to promote the progress of industry; but at least he can not be said to reduce the means of production. His hoard is scraped together by the abridgment of his personal gratifications, not at the expense of the public, according to
the vulgar notion ; it has been withdrawn from no productive occupation, and will at any rate re-appear at his death, and be available
for the purpose of extending the operations of industry, if it be not
squandered by his heirs, or so effectually concealed, as to evade all
search or recovery.
It is absurd in spendthrifts to boast of their prodigality, which is
quite as unworthy the nobleness of our nature, as the sordid mean.
ness of the opposite character.
There is no merit in consuming all
one _can lay hands upon, and desisting only when one can get no
more to consume; every animal can do as much ; nay, there are
some animals that set a better example of prm:ident management.
It is more becoming the character of a being gifted with f'eason and
foresight, never to consume, in any instance, without some reasonable object in view. At least, this is the course that economy would
prescribe.
In short, economy is nothing more than the direction of human
e0nstmaption with judgment and discretion,---the knowledge of our
means, and the best mode of empJoying them. There is no fixed
rule of economy; it must be guided by a reference to the fortune,
condition, and wants of the consumer.
An expense, that may be
authorized by the strictest economy in a person of moderate fortune,
would, perhaps, be pitiful in a rich man, and absolute extravagance
in a poor one. In a state of sickness, a man must allow himself in&tlgences, that he would not think of ha health. An act of b_/eficence, that trenches on the personal enjoyments of the benefactor,
is deserving of the highest praise ; but it would be highly blamable,
if done at the expense of his children's _ubsistence.
Economy' is equall3- distant fi-om avarice and profusion. Avarice
hoards, not for the purpoae of consuming or re-producing, but for
the mere sake of hoarding; it is a kind of insiinet, or mechanical
impulse,much to the di_cre&t of those in wh-m-it is detected;
whereas, true economy is the ofl?pring of ,prildence and sound reasor_ and does not 'saex_fiee necessaries to sHpei'fluities, like the miser.
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when he denies himself present 09mforts,'in th_ View of luxury, ever
• prospective and never to be enjoyed. The most sum_uohs enter
tainment may be conducted with economy, _vithont diminishing, but
rather adding to its splendour, which the slightest appearance of
avarice would tarnish and deface. The e_onomical man balances
his means against his present dr future wants, and those of iris family
and friends, .net forgetting the calls of humanity. The miser re_ards_
neither family nor friends ; scarcely attends to his own personal
wants, and is an utter stranger to those of mankind a't large. Economy never consumes without an object; avarice never willingly
consumes at all; the one is a sober and rational study, the only one
that.supplies the means of fulfilling our duties, and being at,the same
time just and generous; the other; a vile propensity to sacrifice
every thing to the sordid consideration of self. •
Economy has not unreasonably been ranked among the virtues of
mankind; for, like the other rirtues, it implies self-command and
' cor_trol ; an_ is productive of the happiest consequences; the good
educati6n oi children, physical and moral; the careful attendance
of oldage ; the calmness of mind, so necessary to the good conduct
of middle life ; and that independence of circumstances which alone
can secure against mercenary motives, are all referable to this
quality. .Without it there can be no liberality, none "at least of a
"permanent and wholesonae End ; for, when it degenerates into.prodigality, it is an indiscriminate largess, alike to deserving and undeserving ; stinting those who have claims-in favourof those who have
no/ae. It is commpn to see the spendthrgt reduced to beg a favour
from people that he has loaded with his bounty ; for what he gives
now, one expects a return will some day be called for; whereas,
the gifts of the economical man are purely gratuitous ; for he never
gives except from his superfluities. The latter is rich with a moderate fortune; hut 6e miser and the prodigal are poor, though in
'possession of the largest resources.
Economy is inconsistent with disorder, which stumbles blindfold
over wealth, sometimes missing what it most desires, although close
within its reach, and sometimes-'seizing and devouring what it is
most interested in preserving ; ever impelled by the occurrences of
the moment, which it either can not foresee, or can not emancipate
itself from ; and el:ways unconscious of its own position, and utterly
incapable of choosing the proper course for the future. A houseImld, conducted without order, is preyedupon
by all the world :
neither the fidelity of the servants, nor even the "parsimony of the
master, can save it from ultimate ruin. For it is exposed to the
perpetual.recurrence
of a variety of little outgoings, on every occasion, however tri_ial.*
• I remember being once in the ceuntry a witness of the numberlessminute
losses_hatneglectful housekeeping'entails. For want of a trumperylatch, the
kate of the poultry-yardwas forever open: there being no means of closing it
e_ternally,it was art the sw'mgevery time a personwentout; and many of the
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Among the rooftrees that operate to determine the consumption
of individuals, th6 most prominent is luxury, that frequent theme
of declamation, which, however, I should probably not have dwelt
upon, could I expect that every body would _ake the trouble of applying the principles I haw been labouring to establish; and were
it not. always useful to substitute reason for declamation.
Luxury has been defined to be, the use of superfluities.* For my
own part, I am at a loss to draw the line between superfluities and
necessaries; the shades of difference are as indistinct and completely
blended as the colours of the rainbow.
Taste, education, temperament,'bodily
health, make the degrees
of utility and_necessity infinitely variable, aud render it impossible
to employ in an absolute sense, terms, which always of necessity
convey an idea Of relation and comparison.
The line of demarcation between necessaries and superfluities shifts
with the fluctuating condition of society. Strictly speaking, mankind might exist upon roots and herbs, with a sheepskin for clothing,
and a wigwam for lodging; yet, in the present state of European
society, we cannot look upon bread or butcher's meat, woollenclothes or house_ of masonry, as luxuries.-, For the same reason,
the line varies also according to the varying circumstances of individual fortune ; what is a necessary in a large town, or in a particular line of life, may, in another line of life, or in the country, be a
mere superfluity.
Wherefore, it is impossible exactly to define the
boundary between the one and the other. Smith has fixed it a little
in advance of Stewart; including in the rank of necessaries, ,besides
natural wants, such as the established rules of decency and prvpriety
have made necessary in the lower classes of society. But Smith
was wrong in attempting to fix at all what must, in the nature of
things, be e_'er varying.
Luxury may be said, in a general way, to be, the use or consumppoultry were lost in consequence. One day a fine youngporker made his escape into the woods,and the whole family, gardener, cook,milk-maid,&c., pre_
_ently turned out in quest of the fugiuve. The gardener was the first to dis.cover the object of pursuit, and in leaping"a ditch to cut off his further escape,
got a sprain that confinedhim to his bed for the next fortmght: the cook found
the linen burnt that she-had left hung up before the fire to dry.; and the m_lkmaid, havingforgotten in her haste to tie up the cattle properlyin the _:ow-house,
one of the loose cowshad broken the leg of a colt that happenedto be kept in
the same shed. The linen burnt and the gardener's work lost, were worth full
twenty crowns; and the colt about as much more: so that here was a loss h_a
lhw minutes of forty crowns, purely tbr Want of a latch that m_ht ha,re costa
few sous at the utmost; and tins in a householdwhere the strictest economywas
neces_ry, to say nothing of the suffering of the poorman, or the anxiety and
other tro'ublesomein6idents. The misfortunewas to be sure not very serious,
nor the loss very heavy; yet when it is considered,that similar neglect was the
occasion of repeated disasters of the same kmd,'and ultimatelyof the ruin vf a
worth_-family, it was deservingof some httle attenUon.
.*Stewart, Essay on PoL Econ. bookii. c. 20. The same writer has in an
other passage observed,that every thing not absolutelynecessary to bare exim.
ence is a superfluity.
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tion of dear articles ; for the term de0r, is one of relation, and tfierefor6 may be properly enough applied in the definitio_ of another
term, whose sense is'likewise relative. " Luxury** with us irt France
• conveys ,the idea rather of ostentation than of sensuality ; applied to
dress, "itdenotes rather the superior beauty and impression upon the
beht,lder; than superior convenience m_d comfort to the wearer; applied to the table, it means rather the splendour of'a'sumptuous banquet, than the exquisite farce of the solitary epicure. The grand aim
of tunurv in this sense is to attract admiration by the rarity, the costliness, and the magnificence of the objects displ'ayed, recommended
probably neither by utility, nm Convenience, nor pleasurable quali-'
ties, but merely by their dazzling exterior and effect upon the opinions
of mankind at large. Luxury conveys the idea of ost6ntati_n ; but
ostentation-has itself a far more extensive meaning, and comprehends
every quality assumed for the purpose of display. A man may be
pstentatiousqy virtuous, but is never luxuriously so; fe'r luxm3, im
plies expense. Thus, luxury of wit or genius is a metaphorical.
expression, implying a profuse display or expenditure, if it may be
so called, of those qualities of the intellect, which it is the characteristic of good taste to deal out with a sparin__ hand. _
Although, with us in France, what we_term luxury is chiefly
directed to ostentatious indulgence, the excess and refinement of _en.suatity are equally unjustifiable, and of precisely similar effect : lhat
is to say, of a frivolous and inconsiderable enjoyrrient or sutisfae, tion,
obtained by a large consumption, calculated to satisfy more urgent
and extensive wants. But I should not stigmatise as luxury that
degree of variety or abundance, which a prudent and well-informed
person in a .civilised communi'_v would like'to see upon his table
upon domestic and common occasions, or aim at in his. dress and
a_ode, when under no compulsion to keep up an appearance. I should
call this degree of indulgence judicious and suitable to his conditior_,
but not an instance of luxury.
Having thus defined thb_term'hrxury, we may go on to investigate
its effect upon the well-ordering or economy of nations.
lff_er the head of unproduqtive consumption is comprised the
satisfaction of many actual and urgent _+ants, which is a purpose of
sutficient consequence to outweigh the mischief, that must ensue
from the destruction of values. But what is there to eompensate
that mischief, where such consumption has not for its object the satisfaction of such wants ? wh6re money is spent'for the mere sake of
spending, and the value destroyed without any object beyond its
destruction .7
It is supposed to be beneficial, at all events, to _he p_'oducers of
' the articles consumed. But it is to _be considered, that the same
expenditure must take place, though not, perhaps, upon objects quite
*T_heEnglish term luxuryhas a mur.hmore _nsual meaningthan the French
luxe, and seems to compriseboth luze and lu_ure, the luxu_, or lv,xuria, and
luxuries of the Latin writers.
r
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so frivolous;
for the mouey withheld from luxurious indulgences
is not absolutely thrown into the sea ; it is sure to be. spent ehher
upon more judicious
gratifications
or upon reproduction.
In one
way or other, all the revenue, not absolutely .sunk or buried, is consumed by the _eceiver of it, or by some one m his stead; and in all
cases whatever, the encouragement
held out by consumption
to the
producer
is co-extensive
with the total amount of revenue to be expended.
Whence it follows ._
1. That
t-he encouragement
which
ostentatious
extravagance
affords to o_/c class of production
is necessarily withdrawn
from
another.
2. That the encouragement
resulting from this ldnd of consumption cannot increase, except in the event of an increase inthe revenue of the consumers : which revenue, as we can not but know by
this time, is not to be increased by luxurious, but solely by reproductive consumption.
How great, then, must be the mistake of those, who, on observing
the obvious fact, that the production
ahvays equals the consumption,
as it must necessarily
do, since a thing can not be consumed
before
it is produced, have confounded
the cause with the efihct, and laid it
down as a maxim, that consumptiol)origi_Jates
production;
therefore that frugality is directly adverse to public prosperity, and that
the most useful citizen is the one who spends the most.
The partisans of the two opposite sy_ems above advertedto,
the
'economists,
and the advocates
of exclusive commerce_ or the balance
of trade, have made this maxim a fundamental
article of their creed.
The merchants
and manufacturers,
who seldom look beyond the
_ctual sale of their products, or inquire into the causes which may
operate to extend their sale, have warmly supported a position, apparently so consislent with their interests;
the poets, who are ever
apt to be seduced by appearances,
and do not consider themselves
bound to be wiser than politicians and men of-busine_,
have -been
loud in the praise of luxury ;* and the rich have not been backward
*Though it is not every subject that allows equal scope to poetical genius, it
does not seem, that error aflbrds a finer field than truth. The hnes of Voltaire
on the system of the world, mad _on the d_scoveries of Newtou regarding the
properties of. light, are strictly conformable to the rules of scmnce, and nowise
inferi6r,in beauty to those of Lucretius on the, fanciful dogmas of the Epicurean
_hool: But if Voltaire had been better acqu_nted with the principles of poti-.
tical economy, he would never have gl_'en utterance to such sentiments as the
following:
_achez surtout que le luxe enrichit
Un grand _tat, s'il en perd un petit.
Cette splendeur, cette pompe mondaine,
D'un regne heureux est la marque certain.
I_e fiche est n_ pour beaucou2 d_penser ....
The progress of science compels those who covet literary fame, to make
themselves nequainted with general principles at the least; without a close adherence to truth and nature, there is little chance of permanent reputation, even
in the pgetieal department.
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- in adopting principles_ that .exalt their ostentation into a virtue, an_
•their self-gratification into benevolence.
•
This prejudice, however, must vanish as the increasing knowledge
of_o]iticat economy begins to reveal the real sources 6f wealth, the
mearrs of prbduction, arid the'effect of consumption.
Vanity may
take pride ia idle expense, .but will ever be held in no less contet_.t
bv the wise, on accou_-of its pernicious effects, than it has been all
aiong, for the motives by which it is actuated.
These Conclusions _)f theory have been confirmed by experience.
Misery is the inseparable companion of luxury. The man of wealth
and osten_atioff squanders upon costly trinkets, sumptuous repasts,
magnificent mansions, dogs, horses, and mistresses, a portion of
value, which, vested in productive occupation, would enable a multitude of willing labourers, "whom his extravagance now consigns,te
idleness and misery, to provide themselves with warm clothing
nourishing food, and household conveniences.
The gold buckles
of the rich man leave the poor one wifhout shoes to his feet; and
the labourer will want a shirt to his back, while his rich neighbour
glitters in velvet and embroidery.
It is vain to resist the nature of things. Magnificence may do
nvhat it wilt to keep poverty out of sight, yet it will cross it at every
urn, still haunting, as if to reproach it for its excesses. This eon.rast was to be met with at Versailles, at Rome, at Madrid, and in
every seat of royal residence.
In a reeOnt instance, 'it occurred in
France in an afflicting degree, after a long series of extravagant and
ostentatious administration; yet the prfi_eiple is so undeniaNe, that
one would not suppose it had required so terrible an illustration.]"
* La R_pubtiq_e
a bien affaire
De Gens, qui ne d_pen_ent rien ;
Je ne sais d'homme n_cessaire,
Que celui dont le luxe _pand beaucoup

de bien.

La Fontaine, Avan_age de la Science.
"Were the rich_not to spend their money freely," says Montesquieu, "the
poor would starve." Esprit des Lois, liv. vii c. 4.
1t There are other cirotrmstancesthat eontributeto veil the residence of 'the
court 'in an atmc_'pbereof human misery. It is there, that personalservice is
consumedby.wholesale; and that is of all things the most rapidly'consumed,
being, indeed,consumedas fast as produced. Under this_denomination,is to be
comprised,the agency of the soldiery, of menial servants, of pubhe functionaries,whether usefulor_not,of clerks, lawyers, judges, civilians,ecclesiastics,
actors, musicians,drolls,and numerousotherhangers-on,whoall crowd towards
the focus of power and occupation,civil,judicial, military, or religious. It is
there also, that material productuseem to be more wantonlyconsumed. The
.chomestviands, the most beautifuland costly stuffs,the rarest works of art and
fashion, all seem emulous to reach this general sink,whence little or nothing
ever emerges.
Yet, if ,the accumulatedvalues, that are drained from every quarter of the
national territory to feed the consumptionof.the seat ofroyalty, were dmtributed
with _ny regard to equity, they wouldprobablysufficeto maintain all classes in
comfort and,plenty. Thou_ghsuch drains must always be calamitous,because
thoy absorbvalue,and.yield no return, at any rate the toeal_opulationmight be
•oretty well off; but it is notoriousthat wealth is nawhereless equaIlydiffused.
\
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Those who are little in the habit" of looking through the appearance to the reality of things, are apt to be seduced _by the glitter and
the bt!stle of ostentatious luxury. They take the display of consumption as conclusive evidence of national prosperity.
If they
could open their eyes, they wouM see, that a" nation verging towards, decline will for some time continue to preserve a show of
opulence; like the establishment" of a spendthrift on the high road .
to ruin. But this false glare can not last long; the effort dries up
the sonrces of reproduction, and, therefore, must infallibly be followed by a state of apathy and exhaustion of the political frame,
which is only to be remedied by stow degrees, and by the adoption
of a regimen the very reverse of that, by which it has thus been
reduced.
It is distressing to see the fatal habits and customs of the nation
one is attached to by birth, fortune, and social affection, extending
their influence over the wisest individuals, and those best able to
appreciate this danger and foresee its disastrous consequences. The
number of persons, who have sufficient spirit and independence of
fortune to act up to their principles, and set themselves forwax:d as
an example, is extremely small. Most men yield to the torrent, ann
rush on ruin with their eyes open, in search of happiness; although
it requires a very small share of philosophy to see the madness of
this Course, and to perceive, that, when once the common wants of
nature are satisfied, happh_ess is to be found, not in the frivolous
enjoyments of luxurious vanity, but in the moderate exercise of our
physical and moral faculties.
Wherefore, those, who abuse great power, or talent, by exerting
it in diffusing a taste for luxury, are theworst enemies of social happiness. If there is one habit, that deserves more encouragement
th_n anather, in monarchies as well as republics, in great as well as
small, it is this of economy.
Yet, after all, no encouragement is
wanted; it is quite enough to withdraw favour and honour from
habits of profusion; to afford inviolable security to all savings and
acquirements ; to give perfect freedom to their investment and occupation in every branch of industry, that is not absolutely criminal.
It is alleged, that, to excite mankind to spend or consume, is to
excite them _o produce, inasmuch as they can only spend what they
may acquire. This fallacy is grounded on the assumption, that
production is equally within the ability of mankind as consumption;
that ]t i_ as easy to augment as to expend one's revenue. But, sup
posing it were so, nay further, that the desire to spend, begets a
The prince, the favourite,a mistress, or a bloated peculator,takes the lion's
_are, leaving to the subordinatedrones the pittance assigned to them by the
generosity or caprice of their superiors.
The residence of an over,o'rownproprietorupon his estate then only tends to
- diffuseabuudanceand cheerfulness around him,when his expenditureis directed
to objects of utility, rather than of pomp; m which case he is really an adven°
turer in agriculture,and an accumulatorof capital in the shape of improvemenm
ahd ameliorations.
35
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l_king for labour, although experience
by no means war'rants such a
conclusion, yet there can be no enlargement
of producfidn, _vithout
an augmentation
of capital, which is one of the necessary
elements
of production;
_but it is clear, that capital can ofily be accqmulated
by frugality;
and how" can that be expectedTrom
those, whose only
atimulus to production
is the desire oi" enjoyment.
• Morcover,
when the desire of acquirement
is stimulated
by the '
love of display, how can the slow ai_d limited progress of real. production keep pace with the'ardour
of that.moti3-e ? Will it not find a
shorter
xoad to its object, ih ihe rapid and disreputable
profits of
jobbing and intrigue, classes of hidustrv most fatal to national wel• fare, because they produce
nothing
themselves,
but only aim at
appropriating
a share of the produce
of other people ?. it is this
motive, that sets in motion the despicuble art and cunning of the
knave, leads the pettifogger
to speculate
on the. obscurity
of the
laws¢ and the man of authority to sell to folly and wickedness
that
iaatronage which it is his daty to dispense gratuitously
to merit and
to right. Pliny mentions having seen Pauliha at-a supper, dressed in
a network of pearls and emeralds, that cost 40 millions of sestertii, (1)
• as she was _ready to prove by her _jeweller's bills.
It was bought
with the fruit of her ancestor's
speculations.
"Thus,"
savs the
Roman writer, ? it was to dress out his grand-daughter
in jewels at
an entertainment,
that Lollius forgot himself so far, as to'lay 'waste
whole provinces, to become the object of detestation
to the.Asiatics
he governed,
to forfeit the favour of C_esar, and end his life-' by
poison."
This is the kind of industry generated
by love of display.
If it be pretended,
that a system, which encourages
profusi6n,
operates only upon the wealthy, and thus tends to a beneficial end,
inasmuch
as it reduces the evil of the inequality of fortune, there
can be little difficulty in showing, that profusion in the higher, begets
a similar spirit in the middling and lower classes of society, whieh
last must, of course, the soonest arrive at the limits of their income ;
so that, in fact, the universal profusion has the effect of increasing,.
instead of reducing; that inequality.
Besides, the profusion
of the
wealthier class is always preceded, or followed, by that of the government, which must be fed and supplied by laxation,
that is always
sure to fall more heavily upon small incomes than on large- ones.*
• In favour of luxury, the followifg paradoxical argument has been advanced ;
for what is too ridiculous to be hazarded in such a cause ? "That since luxury
consumes superfluities only, the objects it destroys are of little real utility, and
therefore the loss to society can be but small." There is this ready answer : the
value of the objects consumed by luxury must have been reduced by the compc,tition of producers to a level with the charges of production, wherein are comprised :the profits of the producers. Object_ of luxury axe equally the product
of land, capital, and industry, which might have been employed in raising objects
of real utility, had the demand taken that direction ; for production invariably
accommodates itself to the taste of the consumers.
(1) [Aboat 140,000 doIlaxs.

Some English ladies wear jewels of gr_te_
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The apologists
oflaxuryhave sometimes
gone so faras tocryup
the advantages of misery and indig_nce ; on the _rouud, that,' without
the stimulus of want, tlae lower classes of mankind couN never'be
impelled to labour, so that neither the upper classes, nor society at
large, cofild have the benefit of tlmir exertions.Happily, this position is as false m principle as it would be cruel
in .practice. Were nakedness a sutiicient motive of exertion, the
savage would be the most diligent and laborious, for he is the xmarest
to nakedness, of his species. Yet his indolence is equally notorious
and incuraNe.
Savages will ot}en t?et themselves to death, if compelled to work. It is observable throughout Europe, that the laziest
nations are those nearest approaching to the savage state; a mechanic
in good circumstances, at London or Paris, would execute twice as
much work in a gi*en time, as the rude mechanic of a poor district.
Wants multiply as fast as they are satisfied ; a man who has a jacket
is for having a coat ; and, when he has his chat, he must have a greatcoat too. The artisan, that is lodged in an apartment by himse]t;
extehds his views to a second ; if he has two shirts, he soon wants a
dozen, for the comforts of more frequent change of linen ; whereas,
if he has none at all, he never feels the want of it. No man feels
any d'isinelination to make a further acquisition, in consequence of
having made one already.
The eomforts of the lower classes are, therefore, by no means incompatible with the existence of society, as too many have maintained. The shoemaker will make quite as good shoes in a warm
room, with a good coat to his back, and wholesome food for himself
and his family, as when perishing with eotd in an open stall ; he is
not less skilful or inclined to work, because he has the reasonable
conveniences of life. Linen is washed as well in England, where
washing is carried on comfortably within doors, as where it is exeouted in the nearest stream in the neighbourhood.
It "is time for the:rich to abandon the puerile apprehension of losing
the objects of their sensuality, if the poor man's comforts be promoted. On the eontrary, reason and experience concur in teaehing,
that the greatest variety, abundance, and refinement of enjoyment
are to be found in those countries, where wealth abounds most, and
is the most wideljz diffused.
value; but some read the passage in Pliny Quadringenties,instead of Quad.
ragies 8fstertium. This would make the jewels of Paulina worth 1,400,000
dddlars;the moreprobablesum.]
Amsmc_,sF_xTom
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CHAPTER VI.
ON

PUBLIC

CONSUMPT_O_

SECTION

I.

Of the Nature and _enerM J3ffect of Publzc Con_mpti0n.
BEmbES the wants o_findividuals and of families which it is the
object of private consumption to satisfy, the collection of many individuals into 'a c6mrrmnity gives rise to a new class of wants, the
wants of the -sdciety in its a_regate
capacity, the satisfaction of
which is the object of public-cffnsumption.
The publi_ buys and
consumes- the persdnal service of the minister, that xlirects its affairs,
the soldier, that protects it from external violence, the civil or criminal judge, that protects the rights an_t interests of each member
against the aggression of the rest. All these diflh'ent vocatidns have
their use, although they may often be unnecessarily multiplied or
overpaid; but that arises from a defective political organization,
_'hich it does not fall within the scope of this work to investigate.
We shall see presently whence it is, that the public derives all the
values, wherewith it purchases the services of its agoras, as welt as
the articles its wants require. All we have to consider in this chapter is, the mode in which its consumption is effected, and the+consequences resulting from it.
If I have made myself understood in the commencement of this
third book, nay readers vdll have no difficulty in comprehending, that
public consumption, or that which takes place for the general utility
of the whole community, is precisely analogous to that consumption,
which goes to satisfy the wants of individuals or families. In either
case, there is a destruction of,values, and a loss of wealth ; although,
perhaps, not a shi.lling of specie goes out of the country.
By waygf insuring conviction of the truth of this position, let us
trace from "first to last the passage of a product towards ultimate
consumption on the public account.
The government exacts from a tax-payer the payment of a given
tax in the shape of money. To meet this demand, the tax-payer
exchanges part of the products at his disposaI for coin, which he
.pays to the tax-gatherer :* a second set of government agents "is
*Although the capitalist and landholderreceive their interest and rent originally in the shape of money, and have, therefore,no occasionto go through any
previous act of exchange, to obtain wherewithal to pay the tax, yet such a previous exchange must have beea'effectedbythe adventurer, who turns the ltmd
or capital to account. The effectis precisely the same,as if the-rent or interest
had been paid in kind ; that is, in the immediate productsof the land or capital;
trodthe landholderor _eapitalisthad pa,id the tax either by theairect transfer of
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busied in bt2ying With that coin, cloth and other necessaries tbr
the soldiery. Up to this point, there is no value lost or consumed :
there has only been a gratuitous transfer of value, and a subsequent
act of barter : but the value contributed by the subject still e_ists in
the shape of stores and supplies in the military depbt. In the end,
however, this value is consumed ; and 'then the portion of wealth,
Which passes fi'om the hands of the tax-payer into those of the taxgatherer, is destroyed and annihilated.
Yet it is not the sum of money that is des{royed : that has only
passed from one hand to another, either without any return, as when
it passed fromthe tax-payer to the tax-gatherer ; or in exchange for
an equivalent; as when it passed from the government agent to the
contractor for clothing.and supplies. The value of the money survives the whole operation, and goes through three, four, or a dozen
hands, without any sensible alteration ; it is the value of the clothing
and necessaries thatdisappears, with precisely the same effect, as if
the tax-payer had, with the same money, purchased clothing and
necessaries for" his ov,)n private consumption. The sole difference
_s;that the individual in the one case, and the State in the other
enjoys the satisfaction resulting from that consumption.
The same reasoning may be easily applied to all other kinds of
public consumption. When the money of the tax-payer goes to
pa_" the salary of a public officer, that officer sells his time, his talents, and his exertions, to the public, all of which are consumed for
public purposes. On the other hand, that officer consumes, imtead
of the tax-payer, the value he receives in lieu of his services; in
the same manner as any clerk or person in the private employ of
the tax-payer would do.
There has been long a prevalent notion, that the values, paid by
the community for the public service, return to it again in some
shape or other; in the vulgar phrase, that what government and its
agents receive, is refunded again by their expendkure.
This is a
gross fallacy; but one that has been productive of infinite mis
chief, inasmuch as it has been the pretext for a great deal of shameless waste and dilapidation.
The value paid to government by the
to.x-payer is given without equivalent or return: it is expended by
the government in the purchase of personal service, of objects of
consumption; in one word, of products of equit,alent value, which
are actually transferred.
Purchase or exchange is a very different
thing from restitution.*
part ol_ those products,or by first selling"them, and afterwardspayingover the
proceeds. On this subject, vide supr& BookII. chap.5, for the modein wl_ich
revenue is distributed amongstthe community.
*Dr. Hamilton,in his_valuahletract upon The Natiortal Debt of Great Br_.
t_n, illu_rates the absurdityof the position here attacked, by comparing it t_,
the "forcible entry of a robber into a mercharit'shouse,who shouldtake away
his money,and tell him he did him no injury,for the money,or part of it, would
be employed in purchasing the "commoditieshe dealt in, uponwhich he would
receive a profit." The encouragement affordedby the publicexpenditurers urecisety_legous.
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Turn it which way you will_/his operation, 'though "often very
, complex in tile execution, mustalways
be re.d_cible by:analysis to
this plain statement. A. product consumed must always be a product-lost, be the consumer who he may; lost without, rolurn, whenever no value or advarrtage is received in return ; but, to the taxpayer, the advantage derived from the services of the pubiic .functionary, .or from the consumption 'effected in the prosecution of
public objects, is a positive' return.
• If, then, public and .private expendittrre affect social wealth in
the saroe mmaner, the principles of'economy, by which it should be
regulated, must be the same in
' both cases. ; /'here are not two kinds
of economy, any more than two kkids of honesty, or of mdrality, tf
a goyernment or an individual "consume in such a way, as to give
birth to a product larger than that consumed, a successful efibr,t of
productive industry witl be made. If no product result from the
act of consumption, there is a loss of value, whether to the state or
to the indi_ddual; yet, probably, that, loss ofvalue may have been
procluetive of all the good anticipated.
M_litary stores and supplies, and the time and labour of civil and military functionaries,
engaged in the effectual defence of the state, are well bestowed,
though consumed and annihilated ; it is the same with them, as with
the commodities and personal service, that have been consumed in
a private establishment. The sole benefit resulting in the,4atter case
is, the satisfaction of a want; if the want had no ezistence,.the
expense or consumption is a positive mischief, incurred without an
object. So likewise of the public co_sumption; consumI_tion for
the mere purpose of eonsumption, systematic profusion, the creation
of an othce for the sole purpose of gMng a salary, the destruction
of an article for the merepleasure
of paying for it, are acts ot
extravagance eLther in a government or an individual, in a small
state or a large one, a republic or a monarchy. Nay, there is more
criminality, in public, than in private extravagance" and profusion;
inasmuch as the individual squanders only what belongs to him;
but the government has nothing of its own to squander,' being; in
fact, a mere trustee of the public treasure. _
What, then, are we to think of the principles laid down bv those
writers, who have laboured to draw an essential distinction between
public and private we:ilth; to show, that economy is the way to
in6rease private fortune, but, on the eontrary,that
pubtie wealth
increases with the increase of public consumption : inferring thence
thi_ false and dangerous conclusion, that the rules of conduct in the
management of private fortune and of public treasure, are not only
different, but in direct opposmon ?
If such principles were to be found only in .books, and "had never
crept into practice, one might suffer them'without care or regret to
• It is mere usurpation'ina;government,to pretend to a right over the property
of\individudls,or to act as if possessingsuch a right ; mul usurpation can never
constitute,rl_'ht; althoughit.may eonfer-possessio_i.Were it.otherwme,a thief,
who had once, by t_reeor f_tutt,obtainedpossessionof another man's pi'oper'ty,
could n,vor be called upon to make restitution, when overpoweredmM taken
prisonPr..f:.r he mi._htset up the plea of legitimate ownership.
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_well thd monst_'ous-heap
of printed absurdity;
but it must ,,.xcite
out'compassion
and indignation to'hear them professed by men of
eminent rank,'talerlts,
and intelligence;
and sIi]l more to see them
reduced
into practice
by the agents' of _ublic auth_ity,
Who can
enfori_e error and absurdity
at the point of the bayonet or mooth of
'the cannon.*
Madame de Maintenon
mentions in a letter to the Cardinal de
Noailles,
that, when she one d_y urged Louis XIV. to be more
liberifl in 'charitable
donations,
he replied, that royalty dispenses
"charityby
its profuse expenditure ; a truly alarming dogma, and one
that shows the ruin of France to have been reduced to prihciple.]"
False principles
are more fatal than even intentional misconduct;
b_eause they are followed up with erroneous notions of self-interest,
and are long persevered
in withdut remorse
or reserve.
If Louis
XIV. had believed'his
extravagant
ostentation to have been a mere
grittification of his personal vanity, and his .conquests the satisfaction
of personal ambition alone, his good sense and proper feeling ,_vonld
probably, in a short time, have made it a matter of conscience
to
desist, or at any rate, he would have stopped short for his own sake ;
but he was firmly persuaded,
that his prodigality was for the public,
good as well as his own; so that nothing could stop him, but misfo_une and humitiation.$
*The rea_ler will readily perceive, that this and many other passages, were
written'under the pressure of a military, despotism, which had assumed the absolute disposal of the national resources, and suffered no one to express a doubt
of the justice and policy of its acts.
t Fenelm_, Vauben, and a very few more, of'the most distinguished talent, had
a confi_sed idea of the ruinous tendency of this system ; but they failed in impressing the rest of the world with the _ame convictmn; for want of just notions
off the stfl_jectof the production and consumption of wealth. Thus Vauban, in
his Dixme royale, says, ' the present misery of France is attributable, not to the
rigour of/he chmate, the character of the inhabitants, or the barrenness of the
rail : for the climate is most favourable, the-people active, diligent, dexterous, and
numerous : but to the frequency and long continuance of war, and the ignorance
and nd_lect of economy.' Fenelon had expressed the _me sentiments m several inimitable passages of his Telemaque, but they passed for mere declamation,
as well they might ; for he was not quahfied to prove their truth and accuracy.
,_:When Vo(taire tells us, speaking of the superb edifices of Louis XI_*:, that
they were by no means burthensome to the natron, but served to circulate money
in the commumty, he gives • decisive proof of the utter ignorance of the most
celebrated French writers of his day upon these matters. He looked no further
than the money employed'on the occasion : and, when the view is limited to that
alone,'the extreme of predigality e_tublts no a,ppearance of loss ; for money is, in
font, an item,'neithor of revenue, nor of annual consumption. But a little closer
attentmn will conwnce us of the fallacy of tlns position, which would lead us to
the absurd inference, that no consumption whatever has occurred within the
,,"ear, whenever the amount of specie at the end of it is fonnd to be nowise diIn}nished. The vigilance of the histormn should have traced the 167 millions of
doilars expen_ted-on the chateau of¥ersailles alDne, from the original production by the laborious efforts of the productive 'classes of the nation, "tothe first
oxehaflFe into money, wherewith to pay the taxes, throuffh the second excha.uge
into braiding-materials, "pamting, .gilding, &e. to the ultimate consumptmn in.."
that. shape,Xor the pevsotra} gratification of the vamty of the monarch. ]'he
money acted' as a mere means of facihtating the transfers cf value in _he cour_
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So little were the true principles of political eiconomy understood,
even b_, men of the greatest
science, so l_te as the 18th.century,
_at Frederick
II. of Prussia, with 8tl his anxiety in_se_ch o(truth,
his sagacity, and hi_s merit, Writes thus to J_)_Alemberts in justification of his wars : "My numerous armies promote the circulation of
money, and disburse impartially amongst the provinces
the taxes
paid by" the people to .the state." Again I repeat, this is n6t the fact ;
the taxes paid to the government
by the subject are not refunded
oy its expenditure.
Whether
paid in money, or in ,kind, they are
• converted into provisions
and supplies, and in that shape consumed
and destroyed by perdons, that ne_er can replace the-value, because
they produce
rio vaiue whatever.*
It was welt for Prussia that
Frederick
II. did not square his conduct tO his principles.
The good
. he did to his people, by the economy of his inte_,nal administration,
more than compensated
for the mischief of his .w_irs.
Since the coasumption
of t_ations or the governments
which represent them, occasions a_loss of value, and consequently,
of wealth,
it is only so far justifiable,
as there results from it some national
advantage,
equivalent to the sacrifice of value.
The whole skill of
government,
therefore, consists in the continual
and judicious comrison _of the sacrifice
about to be incurred,
with the expecfed
nefit to the community;
for I have no hesitation in pronotm_ing
every instance, where the benefit is not equivalerrt to the loss, to be
an instance of folly, or of criminality,
in the g_-ernment.
It is yet
more monstrous,
then, to see how frequently
governments, not content with squandering
the substance of the people l"
o6the transaction ; and the winding up of the account will show, a_dest_etion of
value to tire amount of 167 millions of dollars, balanced by the prc4uetmn of a
palace, in need of constant r_pair, and of the splendid promenade of the gardens.
Even l_ad, though imperishable, may be consumed in the shape of the value
received for it. .It has been asserted, that _"rance lost nothing by the.sale of her
national domains after the revolution, because they were all sold and transferred
to French subjects ; but what became of the capital paid it_the shape of purchasemoney, when it left the pockets of the purchasers ? Was it not consumed.and lost ?
* In the execution of the national military, enterprise, two different values pass
tl_ugh the hands of the government or its agone : 1. The value paid in taxes by
the pfiblie at large: 2. The value received in supplies and services from the parties affording them. For the first of these no return whatever is made ; f_ the
second, an equivalent is paid in wag6s or purchase-money. Wherefore, there it
has no ground for- saying that the government refi_nde with "one ha.ridwhat is
received with the other ;,that the whole tmtrsaetion is a mere circulation of value,
and causes no loss to the nation; for the government returns but one,'wl_ere it
receives two; the loss of the other half falls upon the community at large.
Thus, 1:henational, being bat the ag_'regate af individual wealth, /s diminished
to the extent of the total consumption of the government, minus the product
of the public establishment ; as we shall presently see more in detail.
.
_"It has been seen in t_e concluding chapter of Book II. that, inasmuch as
populatio_ais always eomme_sdrate with-production, the obstruction of the progressivc multiplication 9f prodfiets is a preventive check to the further multiplication of' the human race ; and that the waste of capital, the extinction of industry, Jmdthe exhaustion of the sources of production, ,amount to pceRive decimation of those in actual existence. A wicked or ignomng administration may,
Ja this way, be'a fa_ more destructive scourge, than war with all its atrocities.
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in folly and absurdity, instead of aiming at any return of value,
actually
spend that substance
in bringing down upon the nation
calamities innumerable;
practise exactions the most cruel and arbitrary, to forward schemes the most extravagant
and wicked;
first
rifle the pockets of the subject, to enable them afterwards
to urge
him to the £urther sacrifice of his blood. Nothing, but the obstinacy
of human passion and weakness, could induce me again and again
to repeat _hese unpalatable
truths, at the risk of incurring the charge
of declamation.
The consumption
eflbcted by the government*
forms so large a
portion of the total national consumption,
amounting sometimes to a
sixth, a ,fifth, or even a/'ourth partt of the total consumption
of the
*By government, I mean, the ruling power in all its branches, and under
whatever constitutional form ; it would be wrong to hmit the term to the executive branch alone ; the first enactment of a law is as much an act of authority,
as its subsequent enforcement.
_-The consumption of a nation may undoubtedly exceed its ag_e_te
annual
revenue ; but we can hardly suppose that of Great Britain to have done so ; for
she has evidently been advancing in opulence, up to the pre_nt time, whence it
may be inferred, that her consumption, at the very utmost, only equals her revenue. Gentz, who will hardly be'accused of underrating the financial re_urces
of that country, estimated her total annual revenue at no more than two hundred
millions sterling ; Dr. Beeke at two hundred and eighteen millions, inclusive of
one.hundred millions for the revenues of industry. Granting her to have made
some further progress since those estimates were made, and that her total revenue in 1613 had advanced to two hundred and twenty-four millions, we are-told
by Colquhoun, ,in his Wealth, Power, and Resources of the British Empire, that
hOt public expenditure in that year amounted to one hundred and twelve m_ilions. By this statement it should seem, that her public expenditure then
amounted to the half of the total expenditure of the nation! Moreover, the expenses of her central government do not include al] her pubhe charges ; there
are to be added, county and parish rates, poor rate_ &e. &e. The busaness of
government might be condueted_ even in extensive empires, at a charge of not
more than one per cent. upon the aggregate of individual revenue ; but, to attain
this degree of perfection, a vast improvement is still requisite in the department
of practical policy. (1)
(1) We copy from a Treatise on the Taxation of the British Empire, by R.
Montgomery Martin, pubhshed in London, in 1883, the followin_ note :--" Lord
Liverpool said, in 1822, that tile annual income of Great Britain, after making
allowances for the rediaction of rents, and t!m diminution of the profits of trade
since the war, may be stated to be from 250,000,000l.' to 2_0,000,000/. sterling.
Now if the population of Great Britain in 1533 be taken in round numbers_at
16 millions, and the average expenditure for each individual be so low as one
shilling per day, or 1S/. 5s. a-year, the annual income would be 452,000,0001.
and double that ,urn if the.average expenditure of each individual were taken at
two shilhn_s per day, which would not be an unreasonable calculation : applying
the same rule to Ireland, but _ivin_ the average expenditure of each individual
so low as sixpence a-day, on a l_pulation of eigtit millionS, the annual income
of Ireland would be 73,0{¢0.0{_01. Thu._ the annual income of the United Kingdora _n l_.q3, is upwards of 5_}.000.{100/. sterling on the lowest computation."
Estimating, on such authority, tile annual income of Great Britain and Ireland
at 500 milhons sterling, we perceive that this income, even after the p_yrnent of
the taxes, enormous as they have been, is much greater now than at any former
qortod of her history; and there therefore can be no doubt that a continued
8(2
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community, that the system acted upon by ihe government, must
needs have a vast influence upon the advance or decline o'f.the national prosperity.
Should an individual take it into his head, that
the more he spends the'more he gets, or that his profusion is a virt'ue ;
or should he yield to the powerful attractions of pleasure,, or the
suggestions of perhaps a l:easonable resentment, he will in all probability be ruined, and his example will operate upon a very small
circle of his neighbours.
But a mistake' of thi_'kifid in the government, will entail misery upon millions, and possibly end in the"national' downfal or degradation.
It is doubtless very desirable, that
private persons should have a correct knowledge of their personal
interests; but it must be infinitely more so, that governments should
possess that knowledge.
Economy and order are virtues in a
private station ; but, in a public station, their influence upon national
happiness is so irhmense, that one hardly knows how sufficiently to
extol and honour them in the guides and rulers of national conduct.
An individual is fully sensible of the value of the article he is
consuming; it has probably cost him a "worldof labpur, perseverance,
and economy; he can easily balance the satisfaction he derives from
"its consumption against.the loss it will involve. But a government
is not so immediately interested in regularity and economy, nor does
it %o soon feel the iii consequences of the opposite qualities. Besi_tes,
private persons have a furfher motive than even self-interest; their
feelings are concerned; their economy may be a benefit _to the
objects of tlaeir affection ; whereas, the economv of a ruler accrues
to the benefit of those he knows ver3Tlittle of; and perhaps he is but
husbandin_ for an extravagant and rival successor.
Nor is/-his evil remedied, by adopting the principle of her#ditary
rule. The monarch has little of the feelings common to other men
in this respect. He is taught, to consider the fortune of his descendants as secure, if they have ever so little asstu'ance of the succession. Besides, the far greater part of the public consumption is not
personal .t_ directed by himself: contracts are not made by himself,
but by his generals atad ministers; the experience of the world
hitherto all fends to show, that aristocratical republics are _aore
'economical, than either monarchies or democracies.
Neither are we to suppose, that the genius which prompts and
excites great national undertakings, is incompatible with the spirit
of public order and economy.
The name of Charlemagne stands
'among the foremost in the records of renown ; he achieved the cont_'est of Italy, Hungary, and Aiistria ; repulsed the Saracens; broke
e Saxon confederagy ;" an/t obtained at length the honours of the
purple. :Yet Montesquieu has thought it not derogatory to say of
augmentationof the national capital must take place, even in defiance of many
obstructions. The pl_blicexpenditure, too, of'the same kingdom,is in course of
gradual r_uctiou. Durin_ the late war, as has been observedby our author,on
the authority of Colquhoua,the public expenditureof the year 1813 amounted
to ll2-milhons, whereas ha IS30.it was about"34millions, in 1S31,33 millions,
and in 1S32not _ much by lO0,O00l,sterling.
AM_,c_ F_rroa.
d
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him, that "theXather of a family might take a lesson of good housekeetbing from the ordinances.of Charlemagne.
His expenditure was
conducted with admirable system ; he had his demesnes valued with
care, skill, and minuteness. We find detailed in his capitularies,
the pur6 mad legitimate sources of his wealth. In a word, such were
his regularity and thrift, that he gave orders for the eggs of his
poultry-yards, and the surplus vegetables of his garden, tq be
brought "to market."*
The celebrated Pritiee Eugene, who disfiplaved equal talent in negotiation and administration as in 'the
eld, advised the Emperor Charles VI. to take the advice of hterchants and men of business, in matters of finance.'[" Leopold, when
Grand Duke of Tuscany, towards the close of the 1Sth century,
gave an eminent example of the resources, to be derived fi'om a
rigid adherence to the principles of private economy, in the administration of a state of very bruited extent. In a i"ew years, he
made Tuscany one of the most flourishing states of Europe.
The most successful financiers of France, Suger, Abbd de St.
Dennis, the Cardinal D'Amboise, Sully, Colbert, and Necker, have
all acted on the same principle. All found means of carryin_ into
effect the grandest operations by adhering to the dictates of private
economy. The A%b_ de St. Dennis furnished the outfit of the second
crusade; a scheme that required very large supplies, although one I
am far from approving.
The Cardinair furnished Louis XII. with
the mean_ of making his conquest of the Milanese.
Sully accumulated the resources, that afterwards hombled the house of Austria.Colbert supplied the splendid operations of Louis XIV.
Necker
provided the ways'and means Qf the only successful war waged by.
France in the 1Sth jcentury._
Those governmet, t_, on the conCrary, tha_ have been perpetually
pressed with the want of money, have been obliged, like individuals,
to have recourse to the most ruin6us, and sometimes the most disgraceful, expedients to extricate themselves. Charles the Bald put
his titles and safe-conducts up to sale. Thus, too, Charles H. of
England sold Dunkirk to the French, king, and took a bribe of
80,000/. from the Dutch, to delay the sailing of the English expedition to the East Indies, 16S0, intended to protect their settlements
in that quarter, which, in consequence, fell into the hands of'_he
Dutchmen.§ Thus, too, have governments committed frequent acts
* Esprit des Lois, liv. xxxi. c. IS.
. ._Memoires du .Prince Eugene par luimtme, p. 1S7. The authenticity of this
work has been contested,as well as the Testament .Polltiqueof Richeheu. ff
not themselves the authors,they must at least have been men of equal capacity,
of whiohthere is still less probability.
1:He contrived to meet the eharzes of the American war, without the impositinu of any additional taxes. He has been reproached,indeed, with having
incurred heavy loans; but it is obvious,that, so lon._ as he foundmeans to pay
the interest upon them without fresh tasat_on,thPy werp nowise hurth_n_mff
upon the nation; and that the interest must have been defrayedby retrenchment
of the expenditure.
Raynal. Histoire tles Etab. desEurop. duns les Irides, tom.ii. p. 86
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of ban ruptcy, sometimes in the shape of adulter.atlon of theist coin,
and sometimes by open breach of their engagements.
.
Louis XIV. towards
the close of his reign, having utterly exhausted the resources of a noble territo'ry, was reduced to the pa)try
shift of creating
the most ridiculous offices, making, his, counse!lors
of state, one an inspector of fagots, another a licenser of barber-wigmakers, anotller, visiting inspector of fresh, or taster of salt, butter,
'and the like. Such paltry and mischievous
expedients
can never
long defer the hour of calamities,
that must sooner or later befal the
e±travagant
and spendthrift
governments.
"When
a man will not
listen to reason," says Franklin, "she is sure to make herself felt."
Fortunately,
an economical
administration
soon repairs the mischiefs of one of an opposite char_icter.
Sound health can not be
restored all at once ; but there is a gradual and perceptible improvement.; every day some cause of.complaint
disappears,
and some new
faculty comes again into play.
Half the remaining resources of a
nation, impoverished
by an extravagant
administration,
are neutralized by alarm and uncertainty;
whereas, credit * doubles those of a
nation, blessed with one of a frugal character.
It would seem, that
there exists i1_ the politic, to a stronger
degree than even in 4he
natural,
body a principle of vitality and elasticity, which can not
be extinguished
without the most violent pressure.
One can not
look into the pages of history, without being struck with the rapidity,
with which this principle has operated.
It has nowhere been more
strikingly
exemplified,
than in .the frequent- vicissitudes
that our
own France
h_s experienced
since the commencement
of the revolution.
Prussia has afforded another illustration
in our time. _i'he
successor
of Frederick
the Gr6at squandered
the accumul_ions
of
that monarch, which were estimated at'no less a sum than°42 millions
of dollars, and left behind him, besides, a debt of 27 millions. , In
less than eight years, Frederick
William III. had not only paid off
l_is father's debts, but actually began a fl'esh accumulation
; such is
the power of economy,
even in a country
of limited extent and
resources.
• The. expressions, credit is declining, credit is reviving, are common in the
mouths of the generality, who are, for the most part, ignorant of the precise
meaning ofvredit. It does not imply confidence in th_ government exclusively ;
for the bulk of the community have no concern with government, in respec:t to
their private affairs. Neither is it exclusively applied to the mutual confidence
of individuals ; for a person in good repute and circumstances, does not forfe_
them all at once ; and, even in times of general distress, the- forfeiture of indi-_
vidual character is by n_ -neans so universal, as to justify the assertion, that
credit is at an end. It _uld rather seem to imply, confidence in future events.
The temporary dread of taxation, arbitrary exaction, or violence, will deter numbers from exposing their persons or their property ; undertakings, however promising and well-planned, become too hazardous ; new ones are altogether discouraged, old ones feel a diminution of profit; merchants contract their opom.
ti_ns; and consumption in general falls off, in consequence of the decline and
the uncertainty of individual revenue. Tlmre can be no coafidence in furore
events, either under an enterprising, ambitipus, or anjust government, or under
one. that. is wanting in strength, decision, or method. Credit, like crystaltiza.
tion, can only take place in a _tate of quiescence.
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S_rl0N II.
Of the principal

Objects of National Expenditur6.

Ia the preceding section, it'has been endeavoured
to show, that,
since all consumption_by
t}_epublic is in itself a sacrifice of value,
an evil balanced only by such 'benefit, as may result to the :community from the satisfa_ction of any of its wants, a good administration
•
will never spend 'for the mere sak-e of spending, but take care tO
ascertain that the public benefit, resulting, in such instance, from the
satisfaction
of a public want, shall exceed the sacrifice incurred
in
its acquirement.
A comprehensive
view of the principal public wants of a civilized
dommunity, can alone qualify us to estimate with tolerable accuracy
the sacrifice it is worth while for the community
to make for their
gratification.*
The public consumes little else, but what have been denominated
Immaterial
products, that is to say, products
destroyed
as soon as
created;
in other words, the services or agency, either of human
beings, or of other objects,'animate
or inanimate, t
•It consumes the personal service
of all itsfunctionaries,
civil,
judicial, mi}itary, or ecclesiastical.
It coz_sumes the agency of land
and capital.
The navigation of rivers and seas, utility of roads and
ground open to the public, are so .much agency derived by the publie from land, of which either the absolute property, or the beneficial
enjoyme_t,
is vested in the public.
Where capital has been vested
in the land, in the shape of buildinCs, bridges, artificial harbours,
causeways,
dikes, canals, &e. the public then consumes the agency,
or the rent of the land, plus the agency, or the interest, of the capital so vested.
Sometimes
the public
maintains
establishments
of productive
industry;
for iristanee, the porcelain
manufacture
of Sevres, the
Gobelin tapestry, the salt-works
of Lorraine and of the Jura, &c.,
in France.
When concerns
of this kind bring more than their expenditure, which is but rarely-the case, they furnish part of the national revenue, and must by no means be classed among the items
of national charge.
Of the Charge of Civil and Jitdicial Administration.
The chalge
of civil and judicial
administration
is made up,
partly t,f the specific allowances
of magistrate_
and other officers,.
• A me,e sketch is all that can be expected in a work like the present : a complete treause on government would be equally appropriate with a survey of the
arts, when ,t became incidentally necessary to teach upon the processes of
manufacture. Yet, either would be a valuable addition to hterary wealth.
_fThis rule must be taken with. some quahfication. The habitual largesses of
corn, d_stributed by the emperors to the people of' ancient Rome, were material
objects ofpubhc conshmphon. So likewise the provisions of all kinds consumed
in ho_Ltals and prisons, and the fireworks used on occasmns of public display or
rejo_cmz, for the amusement of the people at large.
36
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at,d partly of such degree of pomp and parade, as may be deemed
necessary in the execution of their duties.
E_en if the burttaen of
that pomp and parade be thrbwn wholly or partially upon the public
functionary,
it must ultimately fall upon the shoulders of the' public,
for the salary of the functionary
retest be raised,, in proportion to the
appearance
he is expected to make/This
observation applies to every
description of functionary,
from the prince to the cons_abl/_ inctuziee'
consequently,
a nation, which reverences
its prince only when sot
rohnded with the externals
of greatness,
with guards, horse and
_ot, laced liveries, and such costly trappings
of royalty., must pay
dearly for its taste. If, on the contrary,
it can be content, to xespect
simplicity rather than pageantry,
and obey the laws, though tmaided
bj - the attributes
of pbmp and cea'emony, it will save in t:toportion.
This is what made the charges of government
so-light in many of
the Swiss cantons, before the revolution_.and
in the North American
colonies before their emancipation.
It. is well known, that those
colonies,
though under the dominion of England,
had separate
governments,'0f
which they respectively
defra_-ed the charge ; vet
the' whole annual expenditure
all together amounted to no more ,titan
64,700/. sterling.
"'An ever memorable
eiample"
observes Smith,
"at how small an expense'thred
millic, ns of pbople may not only be
governed, but well governed."*
* It should be recollected, however, that they were at no charge of defence
from external attack, except in respect to the savage tribes of the interior.
From the official account of the receipts and disbursements of the Unifed
States, in the year 1806, presented by Mr. Gal/atin, then Secretary of the Treasury, at appears that the total expenditure fell short of twelve millions-of dollars.
of which eight millions went to pay the interest of the public debt ; leaving a
sum of four millions only for the charge of government: that is to say,"the c_,vit,
judicial, nnhtary, and other public functions of a pepulatidn of twelve millions:
which is wholly defrayed by taxes ol_imports. (1)
(1) At the period to x_:hichour author here refers, namely, the year 1S06, the
actual expenditure by the government of the United, States, tbr that year, according to the report of the Secretary of the Treasury, was 15,070,098 dollars 97 cents,
and of this amount, according to the same authorit3:, S,9S9,SS4 dollars 61 cents,
was on'account of the extinguishment of the principal-and interest o4"the public
debt. The population of the United States, for the same year, was.only about 6
m]lhons ; for, according to the official enumerations, the populaUon, in the year
t$.00, was 5,305,925, and in the year 1S10, was 7,289,814. Now the charges
of the government, exclusive of the payment df the public debt, it will be seefi,
amounted then to 6,0S0,209 dollars 86 cents, or an expenditure equal to more
than treble the amount given by our author.
The whole public expenditure of the people of the l)nited States necessarily
embraces the local disbursements of the.different states, as well as the expenditure of the general .government.- Of the former, we have, as yet, no means of
presenting .our readers with any accurate or official account, and we will not
venture to irululge, m any loose estimates. Of the latter, however, we are enabled to furnis6 a tabular view, extracted from the letter.of the Secretary of the
Treasury to the Chairman of the Comlnittee of the "House of Represd_.tatives
on Retrenchment, April 9, 1BS0, and froro the subsequent annual Trea:ury Reports, which will exhibit an autheritie and accurate view of the reeeHJts and
I.'xpdnditures of the Federal Government, from the 4th of March, 17_,q, the
period of its commencement, to the 81st of December, 1S8% the last date to
which die accounts have been all made up.
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Causes entirely of a political nature as weli as the form of government which they help to determine,
have an influence in apportioning the salaries of public officers, civil _.nd judicilal, the charge of
public display, and those likewise of public institutions and establishWe also subjoin the last official.revision of the population returns of the several states and territories, according to the five enumerations of'the years 1790,
1S00, 1810, 1820, and 1830.
RECEIPTS
From March 4, 1789, to December 31, 1833.
YEARS,
From'March

CU_TOMS.

TOTAL,

4, 1789, to

Dee. 31, 1791
" " 1792
" " o1793
" " 1794
" " 1795
" " 1796
" " I797
" " 1798
" " 1799
*" " 1800
" " 1801
" " 1602
" _' 18ff3
" " 1804
" " 1805
" " 1806 _
" " 1807
" " 1808
" " 1809
_" " 1810
" " 1811
" " 1812
" " 1818
" " 1814
" " 1815
" " , 1816
" " " 1817
" " 18_8
" " 1819
" " 1820
" " 1821
" " . 1822
" " 1823
" " 1824
" " 1825
" " 1826
." " 1827
" " 1828
" " 1829
" " , 18.30
" " 1531
'* " 1832
" "'.' 1833

$4,399,473 09
8,443,070 85.
4,255,606 _
4,80i,065 28
5,5_$8,4_1 26
6,367,987 94
7,549,649 65
7,106,061 93
6,610,449 3]:
9,080,932 73
10,7.50,778 93
12,438,2._5 74
10,479,417 61
11,098,565 33
12,936,487 04
14,667,698 17
15,845,521 61
16,363,550 58
7,296,020 58
8,508,309 31
13,313,_2 73
8,958,T77 5_
13,224,628 25
5,998,772 08
7,9_22,942 22
36,306,874 88
26,283,_t8 49
17,176,,'_35 O0
20,208,608 76
15,005,612 15
13,004,447 15
17,589,761 94
19,088,433 44
17,8'78,;V25.71
20,098,713 45
23,341.331 77
19,712,28.3 29
'29,205,528 64
22,6_1,965 91
21,922,391 39
! . 24,_24,441 97
i
2_,465,237 21
I ' 29,032,508 91
, $623,941,57/} 17

$10,210,025 75
8,740,766 77
5,720,624 26
10,041,101 65
9,419,802 79
8,740,329 65
8,758,916 40
8,209,070 07
12,621,459 84
12,451,184 14
12,945,455 95
15,001,391.31
11,(Wo4,09763
11,085,$4002
13,689,508 14
15,608,828 78
16,398,019 26
t7,062,544 09
7,773,473 12
12,144,206 53
14,431,830 14
2'2,639,032 76
40,524,844 95
34,559,53.6 95
50.96L237 60
57,171A21 8"2
83,833,592 33 •
21,593,936 66
24,695,665 37
20,881,493 68
' 19,573,703 72
20.2;,V2,427 94
20,540,666 26
24,381,212 79
26,840,858 02
25.260,434 21
22,966,363 96
24,763,629 23
24,76_,122 22
9A,$44,116 51
28.526,820 82
81,_5,561 16
33,948,426 25
$878,150,589 52
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men_
Thus, in a despotic government,
where jthe subject ,holds
his property
at the will of the sovereign,
-,vh6 fixes himself
the
charge of his househ61_l,.that
is t'o say, the amount, of The public
money whioh he chooses .to spend on his personal necessities and
pleasures, and the keeping up of the rpyhl establishment,
that charge
will prObably'be fix_l at a higher rat_ than where it is arranged
and
EXPENDITURES
From March 4, 1789, to December 31, 1833.
YII:AR$,
From

March

PUBLIC Dsa:c.

_I_OTAL.

4, 1789, to

D_. 3,,1,179"2
1791

_STm_
50
7,263,665 99

'_,207,_9
OS
9,141,569 67

'_ " 1793
" " 1794
" " 1795
" " 1796
" _' 1797
" " 1798
" " 1799
" " 1890
" " 1801
" " 1802"
" " 1803
" " 1_04
" *' 1805
" " 1006
" ". 1807
" " 1808
....
1809
" " 1SlO
....
1811
....
18,12
....
1813
....
1814
....
1815
....
1816'
" " 1817
" " lS1S
" " 1819
" " 1820
q " 1821
" " 18¢22" " 1823
" -" -1824
....
1825
" " 1826
" " 1827
" " 1_28
, _' " 1829
" " _1_0
" " '1831
.... . 1$32
" " 1833

5,819,505 29
5,80t,578"09
6,084,411 61
5,835,846 44
5,792,421 82
3,990,294 14
4,596,876 7,8
4,578,36995
7,291,707 04
9,539,004 76'
7,256,159 43
8,171_787 4.5
7,369,889 79
8,989,884 61
6,307_720 10
10,200,I_45 85
6,452,554 t6
8,008,904 46
8,009,294 05
4,449,622 45
11,108,128 44
7,900,543 94
19-,_28,ty2285
24,$71,062 93
25,423,036 22
-21_J6,291.62,
7,703,926 29
8,628,494 28
,8,367,093 62
7,8¢S,949 1_
5,5,_0,016 41
k6,568,398 76
1_095,344 78
11,041,032 19
1(1,003,668 89
12,163_438"07
12 383,800 77
11,355,748"22
16,174,378 22
17,_40,309 29
1,543_54_ 38

7,529,575 55
9,80'2,12_ 74
10,4_5,06065
8,867,776 84,
,8,626,012 78
8,618,517t}8
I_1,077,043 50
"I1,980,739 92
12,27B,376 94
.13,276,084 67
11,258,983'67
12,624,646 36
1_,727,124 41
15,070,093 97
11,29'2,292 99
16,764,584 20
13_8fi7,226 30
13,_19_986 74"
13,601,808 91
22,279,121 15
89,190,520 36
38,028,2_ 32
89,552,493 35
4_,24_1,495 51
40,877,046 04
35,104,$75 40
24,004,t99 73
21,763,024 85
19,090,5c/2 69
27,676,592 63
15,314,171 O0
31,898,538 47
23,,5S5,004 72
24,193,898-,]6 :
22,65_,765 04
"25,459,479 52
2.5,071,017"59
24_585,2_1 55
30,038,446 12
34,3,56,698 06
24,25%2{t8 49

_09,633,_S045 • aSC_,_,S4S_ '
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contested between the representatives
of the prince and of the tax
payers respoctively.
'
The salaries of inferior public officers in like manner
depend,
partly upon their individual importance,
and partly upon the general plan of government.
Their services are ddar or cheap to the publie, not merely in proportion to what they actually cost, but likewise
in proportion
as they are well or ill executed.
A duty ill performed
is dearly bought, however little be paid for if; it is dear too, if it
be superfluous, or unnecessary
; resemblin__ in this respect an article
of fdrni_ure, that, if it do not answer its purpose, or be not _ anted,
is merely useless lumber.
Of this description,
under the old r(g/me
of France, were the officers of high-admiral,
high-steward
of the
household, the king's cup-bearer,
the master of his hounds, and a
variety of others, which added nothing even to the splendour of
royalty, and were merely so mariy mean_ of dispensing personal
:favour and emolument.
:For the same reason, whenever
the officers of goverrtment
are
POPULATI()N OF THE UNITED STATES,
According to Five Enumerations; from the Official Revision•

_

j 179o.

lslo

ls .

ls30

Maine
96,540 151,719 i 228,705 298 2d_5 399,955
New Hampshire::
141,899 183,76_ 214,360 244:161i _9,3"_8
Vermont ......
t 8.5,416 154,465 i 217,_3
2:._5,76,1'_ 2,30,052 i
Massachusetts...
_ 378,717 423,'2A5 472,040 523,287.
610,408
Rhode Island . . .
69,110
69,1221 77,031
83,059
97,199
Connecticut ....
j 238 141 251,0021 262,042 i '275,202i 297,665]
New York .....
340,120 556 756i 959,949 1,372,812: 1,918.60S
New Jersey. ....
I 184,139 211,9491 249,55.51 277 575! _q20,_'23[
Penhsylvania ...
434,373 60"2,365 810,0911,049,4_81 1,34S,233
Delaware .....
t 59,096
64,273/ 72,6741 72,749
76,74_[
Maryland ...
:. I 319,728 341,5481 3_0,546' 407,350
447,040 /
"Virginia ......
I 748;308i S'30,200__974;6'2211,065,379 1,211,405
North Carolina .. ] 393,7511 478 103i 5.55500 638@29
737,9_7
South Carolina ..
249,0731 34515911 415:115' 502,741
581,185
Georgia ......
82,548 162,101; 252,433 340,9S71 516,822
Alabama ..........
29 845 127,901[ -309,5o7
Mississippi .....
I • •
" 8,850
401352i 75,448
136,621_
i Louisiaaa .........
1 76,5561 153,407
215,739 t
Tennessee .....
I 35,791] 105,602. 261,7271 4_2,$13] 6_1,904_
Kentucky .....
I 73,077[ '220,955 4(}6,5111 564,317] 6S7,91N/
Ohio ....
,'-"
I • • / 45,365i 230,7601 5_.1,4_'W, 937,903!
Indiana ..........
/
4,875' 24,52ff 147,t7S_ 343,031 [
• " . .......
. .........
.,~11
lo_,4,_o,
Missouri .......
I • • / • . / 20._451 66,5_61 240,445 I
District of Cokunbia . . [ 14 093
24,0"23; 33,039t
39,9:341
Florida Territory.
I • • / • • I • • i • • t
34,7:_01
Miehianm Territory J . • | • • t
4,762_
8,_ I _ 31,6"_9/
Arkan_s_sTerritory I • • I ....
r 14,2T3]
30,_81

nlmo,s

Total ....
I"
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13,929,82715,305,925,7,239,814.9,6.q8,131-,
12,866,020 1_ '
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needlessly multiplied, the .people are saddled with charges, which
are not necessary to tt_e maintenance of public order, k is only
giving an unnecessary to_m to that benefiL or product, which i_ not
at all the better of it, if indeed it be n6t worse.** A b_d go_'ernment,
that can not"support its viMence, injustice, and exaction, without a
multitude of mercenaries, satellites, .and spies, and ga_]s irinumerable, tnakes its subjects .pay for its prisons, spies, and soldiers, which
nowise ,contribute to the public happiness.
On the other hand, a public duty may be eheafi, although very
liberally paid. A low salaxy is wholly thrown away upon an incatrable and inefficient officer; hi_ ignorance will probably cost the
public ten times the amount of his salary; but the knowledge and
actiyity of a man of ability are fully equivalent to the .pay "he re_
eeives; 4he losses he saves to the public, and the benefits derived
'from his exertions, greatly outweigh his personal en'_bhiment, even
if settled on the most liberal scale.
• There is real economy 4n procuring the best of every thing, even
at a larger price.. Merit can'seldom be engaged" at a tow rate, be.
cause it is applicable to more occupations than one. The t_dent,that
mal_es an able minister, would, in another profession, make a good
advocate, physician, farmer, or merchant ; and merit will find both
employment mad emolument in all these departments.
If the public
service offer no adequate reward for its exertion, it will choose some
other more promising occupation.
Integrity is like talent; it can not be had without paying for it,
which is not at all wonderful ; for the honest man can not resort to
those discreditable shifts and contrivanc_es, which dishonesty looks
to as a supplemental resource.
The.power,. which, commonly accompanies_ the dxeicise' of p.ublie
functions, is a kind of salary, that often far exceeds the pecumary
emolument attached to them. _It is true, that in 'a well orflered
sta(% where law is supreme, anddittle is left to the arbitrary control of the ruler, there is little opportunity of indulging _he caprice
and lo_'e of domination implanted in the human breast. Y_ the
discretion, which the law must inevitably vest in those who are to
enforce it, and particularly in the ministerial department, together
with .the "honour ,commonly attendant on the higher offices ofthe
state, have a real value, which makes them eagerly sought for,
even in countries where they are b_ no means lucrative.
The rules of strict economy wo'uld probably make it advisable to
abridge all pecuniary allowance, wherever there are other sufficient attractions to excite a competition for office, and to confer it
on none but the wealthy, were there not a risk of losing, by
the incapacity of the officer, more than would be gained by the
*An exampleoccurs to me of a city oi"France, whose municipaladministration _aasboth nljldjyand efficientlyconductedllefore1789;at a"charge of 1000
crowns per annum only, but under the imperial government,though it zest
80,0t10flr.:(5,SS0dollars)affordettno se'curityagainst the caprice'andart)itrary
will ofthe sovereign.
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abridgment
of his salary.
This, as Plato well observes
in his
Republic, .would
be like z'ntrusting
the helm to the Tiehest man
on board.'
Besides, there is some danger, that a man; who gives
his services, for nothing, wilt make his aufhority a matter of gain,
ho_vever i'ieh he may be. Tile wealth of a public functionary
is
no security against Ills venality:
for ample fortune is commonly
accompanied
with' desires -as ample, and probably even more ample, especially
if he have to keep up an appearance,
both as a
man of wealth and a magistrate.
Moreover,
supposing what is not
altogether impossible, namely, that one can meet withwealth
united
with probity; and with, besides, the activity
requisite to the due
performance
of pctblie duty, is it wise to run the risk of adding the
preponderance
of authority to that of wealth, which is already but
too manifest ?. With what grace could his employers.call
to accoual:
an agent, who eonld assume the merit of generosity, both with the
people and with the government ? There are, however, some ways,
in which the gratuitous services of the rich may be employed with
advantage; .particularly in those departments, that confer more honour.
than power:
as in the administration
of institutions of public charity, or of public correction
or punishment.
*
In France-under
the old r@ime, the government,
when harassed
with the want of money, was in the habit of putting up its offices
to Sale.. This is the very worst of all expedients ; it introduces all
the misehiefs of gratuitous
service;
fo? the emolument is then no
more, than the interest of the capital expended
in the purchase.of
the office; and has the additional evil of costing to the state as much
as if the service were not gratuitously
performed;
for the public
remains charged--with
the interest of a capital, that has been consumed and lo_t.
It has been sometimes the practice to consign certain civil functions, such as the registry of births, marriages,
and deaths, to the
ecclesiastical
body, whose emoluments,
arising from their clerical
duties, _a_¢ be supposed to enable them to execute these without
pay.
But there is always danger in confiding the execution of
civil duties to a class of men, that pretend to a commission
from
a still higher than a national authority.*
In spite of every 15reeaution, the public or the monarch will never
be served so well or so cheaply as individuals.
Inferior
public
• Several times during" the last century the Molinist priesthood refused to
execute their clerical duties in favour _)fthe Jansenists, in spite of all the government coutd do ;. on the pretence, that it was better to obey the divine command
a_ conveyed by the voice of the Pope, than_that of any human authority (a)
t
(a) This inconvenience can arise only in countries, where there is an exclusive
national church, subjected, in matters of doctrine and discipline, to an indepenaent or extei_zal superior :, as in countries embracing the faith of Rome. Bug
there is another inconveflience, that 'has been much dwelt upon by an eminent
d_vine of the 'Scottish church ; viz. the inconvenience of directing-the attention
of the priesthood from its clerical to civil functions, and, by a confusion of such
different d_ties, abri_lging the benefit of division of labour. _T.
\

i
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. agents can not. be so narrowly watched by their'superiorS, as pri_ate pnes; nor have tho superiors themselves an equal interest in
'vigilam superintendence,
Besides; ,it is easy'enough" for underli_gs to imp_e on a superior, who has many to look after; is perha_ pla_ed at adistauce, and can give but little attention to each
individaally; and whose vanity makes him more alive to the officious zeal of his 'inferior, than to the' real service and utility, that
the public good requires. .As to the monarch and the nation, who
are the parties most interested in good public administration,
becatlse it consolidates the power of the one and enlarges the ha_
pine,s of the other, it is next to impossible for them to exert a perpetuai and effectual control
In most cases, this duty must of
necessity devolve on agents, who will deceive them when it.is their
interest_to do so, as is proved by abundance of examples.
"Public sere'ices," says Smith, "are never better pertbrmed tha'n when
their reward comes only in cqnsequence of their being p_'formed,
and is proportioned to the diligence employed in performin_ them."
.Accordingly, he recommends, that the salaries of judges s_ould be
paid at the final determination of each suit, and the share of each
judge proportioned to their respective trouble in the progress .of it.
This.would be some encouragement to the diligence of each pa:tic utar _dge, as well as to that of the eo{lrt, in bringing litigation to
an end. There would be some difficulty in applying thi_ method
to all the branches of the .public service; and it would probably
introduce as great abuses in the opposite way; btit it would at least
be productive of one good; viz. preventing tho needless multiplication of offices. It would likewise give the public the same
advantage cae competiffon as is enjoyed by individuals, in res_aectto
the services they call for.
Not only are the time and labour .of. public _aen in general better
paid for titan those of othe_ persons, besides lxiing often wasted by
their own mismanagement, without the possibility of an efl]eient
check ; but there is often a further enormous waste," occasioned by
compliance with the customs of the country, and court, etiquette. It
would be curious to calculate the time wasted in the.toilet, or to
estimate, if possible, the many dearly-paid hours lost, in the course
of the last century, _)n the 'road between Paris and Versailles.
Thus, in the governments of Asia, there is an immense waste of
the time of the superior public ,servants in tedious and ceremonious observances.
The monarch, after allowing for the hours of
customary parade, and those of personal p!easure, has'little time
left to look after his own "affairs, ,which, consequently, soon go
to ruin. Frederick H. of Prussia, by adopting a eontra'ry line of
conduct, and hv the judicious distribution and apportionmefit of his
time. ebntrived_to get through a great deal of business himself. By
this means, be really lived tonggr than older men than himsel_ and
succeeded in"raisipg his kiqgdom to a first-rate poNve_., His other
great'ortmlitie_, doubtfess, contributed to his success; blJt they would
not hare been sufficient, without a methodical a_rangement 'of his
time.
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Of Charges, Military _andNa_aL

When a nation 'has made any eonsider_tble progress in cbmmeree.
manufacture, and the arts, and its producIs have, consequently,
become various and abundant, it would be an immense inconvenience, if every citizen wereAiable to be dragge_ from a productii,'e
employment; avhieh "has become nece_ssary to society, for the purposes ef national defence. The cultivator of die soil works n6
longer for the sustenance of himself and family only, but also for
that of many other families, who are either owners of the soil, and
_hare in its produce, or traders and manufacturers, that supply him
with articles he cannot do without. _e must, therefore, cultivate a
larger extent of surface, must vary his tillage, keep a large? stock of
cattle, and follow a complex mode of cultivation that will 'fully
occupy his leisure between seed-time and harvest.*
Still less can the trader and manufacturer afford thus to sacrifice
time and talents, whereof the constant occupation, except during the
inter,)_alsof re_, is necessary to the production, from which they are
to derive theqr subsistence.
The owners of land let out to farm may, undoubtedly, serve as
soldiers without pay ; as, indeed, ,the nobility and gentry do, in some
measure, in monarchical states; but they are, for the most part, so
much accustomed to the sweets of social existence, so little goaded
by necessity towards the conception and achievement of great enterprises, and feel so little of the enthusiasm of emulation and esprit de
CO_TS
, that they commorrtv prefer a pecuniary sacrifiee to that. of
cohafort, and possibly of "life. And these motives operate equally
with the owners of capital.
All the_se reasons have led individuals, in most modern states, to
consent to a taxation, that may enable the monarch or the republic
to defend the country against external violence with a hired and professional soldiery, who are, however, too apt to become the tools of
their leader's ambition or tyranny.
When war has become a trade, it benefits, like all other trades,
from the division of .labour. Every b¢_mch of human science is
pressed
its service.
Distinction
excellence,
in the
capacity irrto
of _eneral,
en-ineer,
subaltern,or or
even pri_whether
ate soldier,
can
notbe obtained withon_ long training, perhaps, and constant practice. The nation, which should act upon a different principle, would
lie under the disadvantage of opposing the imperfection, to the perfection, of art. Thus, excepting the eases, in which the enthusiasm
of a whole nation has been roused to action, the advantage has'uni* The Greeks,'un_ilthe secondPersian war, and the Romans,until the sie_e
_fVeii, regularly made their military campaigns in that lnter_'al. Nationsof
hmat_rsor Shepherds,that pay lt_tleattention to the arts, and noneto a__riculture,
like theq'artarsand Arabs,are lesscircumscribedin time,and can proseclrtetheir
warlike enterprises in any quarter,that promisesbooty,andfurnishes pasturage
Hence the vast area of the conquestsofAttila, Genghis Khan, and Tamerlane
andof the Moorsand the TuFks.
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formly been on the side of a disciplined
arm professional
soldiery.
The Turks, although professing the utmost.cotitemlk
for the arts of
their Christian neighbours,
are.compelled
by the &'bad of extermination, to be their scholars in the art,of war. The ]_uropean powers
were all forced to.adopt-the
mifitary tactics of the:Pru_iahsl
and,
when the violent agitation of tile French
r_i, olution pressed every
resource of sdience to the aid of the a,rmies qf the reptlblic, _the etm"mies of France were pbliged to follow the enam'ple.
'
Tiffs extensive
application
of science, and adaptation
of fresh
means and more ample resources
to military purposes, have made
war far-more expensive now than in former'times.
It is necessary
now-a-days,
to provide an army beforehand,
with supplies of arms,
ammunition, magazines of provision, ordnance, &c., equal to tim consumption of one campaign at the least. The invention of gun'powder
has introduced the use of weapons more C6ml_l_x arid expensive,
and
very chargeable
in the transport,
especialty_he
field and' battering
trailis.
Moreover, the woladerful impr6vement
of naval tactics, the
variety of vessels of every class and construction,
all requiring" the
htmost exertion of human genius and industry;
the yards, docks,
machinery,
store-houses,
&c. have entailed upon nations addicted to
_ar almost as heavv an expense in peace, as in times of actual hostility; and obliged them not only to expend a great portion :of their
income, but to vest a great amount of capital likewi'se in miliiary
es'tabfishments.
In addition to which, it is to be observed,'that
the
modern colonial system, that is to say, the system of retaining
the
sovereignty
of towns and provinces in distant ]_a_s of the world,
has made the European
states open to attack and aggression
in the
most remote quarters of the globe, and the wlmle world the ll_eatre
of w_:rfare, when any of the leading, t_wers are the _elligerents.#
Wea'hh h_ts, consequently,
become as indispensable
as va,Iour to
tile prosecmion
of modern war'faro ; and a poor nation cart no longer
withstand
a rich one.
Wherefore,
since wealth can be acquired
only by industry
and frugality_-it
may safely _be predicted,
that
every na.tion, whose agriculture,
manufacture,
and commerce,
shall
be ruined by bad govermncnt,
or exorbitant
taxation, must irffallibl3;
fall undcT the yoke of its more provident
neighbours.
We may
f'u/'ther conclude, that henceforward
national
strength will accompany national science and civ]]ization;
for none but civilized nations
can maintain considerable
standing arrdies ; so that there is no reason
to apprehend the fi_rure recurrence
of those sudden overthrows
of
civilized empires by the' influx of barbarous
tribes_ of which history
affords many examples.
•
War ccJsts a natioia more than its actu_ ,expense ; it costs besides,
all that wduld have been gained, but for its occurrence.'
When Louis XJV. in 1672, resolved in a fit of ,passion, t,o ehas*.It has been calculated that every soldier, brought into fh'e field by Great
Britain, durin_ her last war with America, cost her twice as much as one on the
continent of Europe.. And the other charges of warfaxe must. of course be aggravated by the distance in an equal ratio.
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tise the Dutdh for the insolevme of their ne_vspaper ,vriters. ]_oreel.
the Dutch ambassador, [aid bQibrc him a memorial showin=_ that
France through the medium of Itolland, sold produce annually to
foreign nationsl to the amount of six_tv million_ ft. at the then seale
of piqce; which Will fall little short of 120 millions (2_,000,000 of
dollars) at the present. But the court treated his representatio_s as
the mere empty bravado of an ambassador.
To conclude: the charges of war would be very incorrectly estimated, were we to take no account of the havoc and destruction it
occasions; for that one at least of the belligerents, whose territory
happens to be the scene of operations, must be exposed to its
ravages.
The more industrious the nation, the more does it suffer
from warfare. When it penetrates into a district abounding in agvi-.
cultural, manufacturing, and commercial establishments, it is like a.
flee in a place full of combustibles; its fury is aggravated, and the
devastation prodigious.
Smith calls the soldier an _nproduetive
labourer; would to God he were nothing more, and not a destruetiveone into the bargain ! he not only adds no product of his own (a)
to the general stock of wealth, in return for the necessary subsistenee he consumes, but is often sel. to work to destroy the fruits of
other i_eople's labour and toil, without doing himself any benefit.
The tardy, but irresistible expansion of .intelligence will probably
operate a still further change in external political relationseand x_'ith
it a prodigious saving of expenditure for the purposes of war.
Nations will be taught to know that they have really n'o irrterest ir_
fighting one another; that the 3"are sure to suffer all the calamities
incident to defeat, while the advantages of success are altogether
illusory. According to the international policy of the present day,
the va'nquished are sure to be taxed by the victor, and the vietor'bv
domestic authority: for the interest ot" loans must be raised by taxation. There is no instance on record, of any diminution of
national expenditure being offected bv the most successful issue of
hostilities. , And, what is the glory it" can confer more thma a mere
toy of the most. extravagant pride, that can never even amuse
.rational mind), for any length of time ? Dominion by i_nd or sea
will appear equally destitute of attraction, when it comes to be
generally understood, that all its advantages rest with the rulers, and
that the subjects at large' derive no benefit whateve,-. To private
individuals, the greatest possible benefit is entire fi'eedom of intercourse, which can hardly be enjoyed except in peace. _Nature
prompts nations t9 mutual amity; and, if their governments take
upon themselves to interrupt it, and ealgage them in hostility, they
are equally in_nieM to their own people, and to those they wa,
against, tf their subjects are weak enough to second thei'uinous
vanity or ambition of their rulers in this propensity, I knownot
(a)This,is too geneOallyexpressed. Where security fromexternal attack i_
_nly to be had*bymeans of a professionalsoldiery,tt_esoldier is a productive
•tgent--produetiveof the immaterialproduct,security fromexternal attack,thtu=
which, under certaincircumstances,none can he morevaluable. T.
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how ,to dist_guish' such egregious "folly _in'd absurdity, fl:om that of
i,he' brutes that'are tr_ained to fight arid tear each other to pieces, for
the mere amusement of their savage masters.
But human, intelligence will not stand still; the same impulse that
has hitherto horne it onwards, will continue to advance it yet further.*
The x'ery circaJmstat_ee of the vast increase of expense attending
national warf_/rehas made it impossible foi" governm.ents henceforth
to-en_avge in it, without the public assent, xpexress el" implied; and
that assent will be obtained with the more difficulty, in proportion as
the public shall beconie more generally acquainted with their real
interest. The national military establishment will be reduced to
what is barely sufficient to repel external attack ; for which purpose
little more is needssary, than a small bod3_of such kinds of troops as
can not be had without long training and exercise; as of. cavalry and
artillery. For the rest_ nations will rely on their militia, and on the
excellence of their internal polity: for it is next to impossible to
¢onquer-a people unanimous in their attachment to their national
institutions ; and their attachment will always be proportionate to
the loss they will iuour by a "_hange of domination.t
Of the Charges of Public Instruction.

_

Two questions have been raised in political economy; 1. Whether
the public be interested in the cultivation of science "in all its
br_nches ? 2. Whether it be necessary, that the public should be at
the expense of teaching those branches, it has an interest in cultivating ?
.
_:
Whatever be the position of man in society, he is in constant dependence upon the three kingdoms of nature. His food, his clothing,
his medicines, every object either of business or of pleasure, is subject to fixed laws; and the' better those taws are understood, the
more benefit will accrue to society. Every individual, from the
common mechanic, that works in wood or clay, to the prime minister that regulates with the dash o£,his pen the agriculjure, the breedlog of cattle, the mining, or the commerce of a nation, will perform
his business the better, the better he understands the nature of things,
and'the more his understanding is enlightened.
For this reason, every advance of science ]s followed by an in*Those who deny the progressive influence of haman reason must have
studied history to very.little purpose. The perfidy and erfieltyof war have considerably-abated,in Europe,.more than ir_ Asia or Asneriea, and most of all
amongstthe mostpolishedof the Europeannations. The uogenerouscharacter
of some recent military enterprises r6used so much public indignation,as to
make them recoil upon the projeetorswith ruinous violence."
_"I am her.espeaking of the only sure reliance in an erilightenedage. A people, that has nothmgto lose by a change of domination,may defenditself with
the mostdeterminedgallantry. The Mussulmanwibl rush or_certain destruction,in defence ofa prince and a faith, that are neither ofthem worth,defending.
I'_utpoliticaland religiousprejudice will sooneror later fall to the grohnd; and
leave mankindto _ek forsome more reasonableobject ofdevotion. ,
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crease of'socialhappiness.
A .new application of th.e lever, or of the
power of wind or water, or even a method of reducing .the friction
of bodies, wilt, perhaps, have an influence on tyventy different arts.
An uniformity of weights and measures, arranged upon mathematical
principles, would be a benefit to the whole commercial world, if it
were wise enough to adopt ,such an expedient. An important discovery in astronomy or gaology may:possibly afford the means of
ascertaining the longitude at sea with precision, which m-ould be an
immense advantageto navigation _ill over the world. The naturalisation in Europe of a new botanical genus or species might possibly
influence the comfort of many millions of individuals.*
Among the numerous classes of science, theoretical aM practical,
which it is the hlterest of the public to advance and promote, there
are fortunately many, that individuals have a personal interest in
pursuing] and which the public, therefore, is not called upon to pay
the expense of teaching. Every adventurer in any branch of industry is urged most strongly by self-interest to learn his business and
whatever concerns it. The journeyman gains in his apprenticeship,
besides manual dex(erity, a variety of notions and ideas only to be
learut in the work-shop, and which can be no atherwise recompensed,
than by the wages he will receive.
But it is not every degree or class of knowledge, that yields a
benefit to the individual, equivalent to that accruing to the public.
In treating above'l" of the profits of the man of science, I ha_:e shown
the reason, why his talents are not adequately remuneratedi
yet
theoretical is quite as useful to society as practical knowl_ge;
for
how could science ever be applied to the practical utility of mankind,
unless it were discovered and preserved by the theorist?, It would
rapidly degenerate into mere mechanical habit, which must soon
decline; and the downfall of the arts would pave the way for the
return.of ignorance and barbarism.
In every country that can at all appreciate the benefits to be derived from the enlargement of human faculties, it has been deemed
by no means a piece of extravaganoe, to support academies and
learned institutions, and a limited number of very superior schools,
intended not as mere repositories of science, and of the most approved
mode of instruction, but as a means of its still further extension.
But it requires some skill in the management, to prevent such establishments from operating as an impediment, instead of a furtherance, to the progress of knowledge, and as an obstruction rather than
as an avenue to the improvement of education.
Long before the
revolution, it had become notorious, that most of our French universities had been thus perverted from the intention of their founders.
* Should the expected success attend the attempt to naturalise in Europe the
flax of New Zealand, which _sgreatly superiorto that of Europe in the length
anddelicacy of the fibre',as well as in the abundance of the crop,it is possible
tha_ fine hne¢_may be producedat the rate now paid for the coarsest quality;
which woul4_greatlyimprove the cleanlinessand health of.the lowerclasses.
_-_Jok II. chap. 7. sect. 2.
87
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All the principal diseovem_es were nmde,¢lsewhere;
and most of
them had [o encounter the weight of theii" influence over the rising
generation
ahd credit with men m powerS(I)'
.
Frotn this example, we may see how dangerous
it is, to entrust
them with any discretiouary
control.
If a ca_adidate _presents himself for examinat_n,
be mtist trot be referred to teachers,
who are
at the same time judge_ and interested parties, sure to think well of
their own scholars, and ill of those of every body else.
The merit
of the candidate'should
alone decide, and not the place where he
happens to hawe studied, nor the length of his probation;
for to oblige
a student in an)" science, medicine for instance, to learn it at a particular place, is, possibly, to prevent his learning it better elsewhere;
and, to prescribe any fixed routine of study, is, possibly, to prevent
his fii:ing a shorter road.
Moreover,
in deciding upon comparative
merit, there is much unfairness to b_ apprehended
from the esprit de
corps of such communities.
•
:Encouragement
may, with perfect saTety, be hold out to a mode
of instruction of no small efficacy _-_Imean, the composition of good
elementary_
works.
The reputation
and profit of a good book in
* What was denominated an Universil:y_ under the reign of Napoleon, was
still more mischievous institution; being, .in fact,'but a most expensive and vexatious Jcontrivance, for depraving the intellectual faculties of the rising generation, by substituting, in the place of just and correct notions of things, opinions
calculated to perpetuate the political slavery of their country.
JfUnder this bead, I would include, the fundamental parts of knowledge in
every department, and the familiar instruction adapted to each specific calling,
respectively ; such as would impart at a cheap rate to the hatter, the metalfounder, the potter, the dyer, &c., the general principles of their respective arts.
Works of this'kind keep up a constant channel of communication between fl_e
praetmal and theoretical branches, and enable them to profit mutually by'each
other's experience.
(1) ["It is chiefly," observes DwxLD STEWART,"in jttdgiag of question'1
coming home to their business and bosoms, that'-casual associations lead mankind
a_ray ; and of such associations, how incalculable is the number arising fi'om
fidse systems of religion, oppressive forms of government, and absurd plans of
education. The consequence is, that while the physical and mathematical discoveries of former ages present themseh.es to the hand of the histdria_ like
masses of pure and native geld, the truths which we are here in quest of may be
compa'red to iron, which although at once the most neces_ry and the moot widely
diffi_sed of atl the metals, commonly requires a discriminating eye to detect its
existence, and a tedious as well.as nice process, to extract it from the ore."
"To the same circumstance it is owing, that improvements in Moral and in
Political Science do not strike-the imagination with nearly so great force as the
discoveries of the Mathematician or of the Chemist. When an inveterate prejudice is destroyed by extirpating the casual associations on which if was grafted,
how powerful is the new impulse given to the intellectual faculties of man!
Yet how slow and silent the process by which the effect is accomplished!
Were it not, indeed, Tot a certain class of learned authors, Who, from time to
time, heave the log into the deep, we should hardly believe "that -the reamn of
the species is progressive. In this respect, the religious and academical establishments in some parts oi_ Europe are not without their use to the historian
of tie. human mind. Immovably.moored to the same station by the strength of
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thisclassdo not indemnify thelabour,science,
and skill,
requisite
to
itscomposltion.(a)A man must be a foolto servethepublicm this
linewhere the naturalprofit
'is so litlle
pro_ioned to thebenefit
derived to the public. The want of good elementary books will
never be thoroughlysupplied,
untilthepublicshallhold outImnptations,sufficiently
ample toengage first-rate
talentsin theircomposition.Jt does not answer to employ particular
individuals
ioi"
the
expresspurpose; for the man of most talents
willnot a]wa3;ssucceed the be_t: nor to offerspecificpremiums; for theyare often
bestowed on very imperfectproductions,and the encouragement.
ceasesthemoment thepremium isawarded. But merit inthiskind
should be paid proportionfftely
to itsdegree,and always liberally.
A good work will thus be _ure to be superseded by a better, till perfection is at last attained in each class. And I must observe, by the
way, that there is no great expense incurred by liberally rewarding
exceUe_ce;
for it must always be extremely
rare; and what is a
great sum to an individual, is a small matter to the pockets of a
nation.
These are the kinds of instruction
most calculated
to promote
national wealth, and most likely to retrograde,
if not in some measure
supported by the public.
There are others, which are essential to
the softening of national
manners, and stand yet more in need of
that support.
Wl_en the useful arts have arrived at a high degree of perfection,
anff labour has been very generally
and minutely subdivided,
the
occupation of the lowest classes oflabourer_
is reduced to one or two
operations, for the most part simple in themselves,'and
continually
repeated:
to these their whole thought and attention are directed;
and fl'om them they are seldom diverted by any novel or unibreseen
occurrence : their intellectual faculties, being rarely or never called
into play, must of eourse be degraded and brutified, and themselves
rendered
incapable of uttering two words of common sense out of
their peculiar
line of business, and utterly devoid of any generous
ideas or elevated notions.
Elevation of mind is generated by enlarged views of men and things, and can never exist in a being incapable of conceiving the general bearings and eonnexions of objects.
A
161odding mechanic can conceive 'no connexion between the inviolability of pi'operty and public prosperity,
or how he can be more
interested in that prosperity, than his more wealthy neighbour;
but
is apt to consider all these important benefits as so many encroachments on his rights and happiness.
A certain degree of education,
(a) This,can only be true where the demand for such works is limited. In
Englfind, works or"instrhetion are probably amongst the most profitable to the
authors. T. '
their eabies, and t-he we_ht of their anchors, they enable him to measure the
rapidity of the 'current by which the rest of the world are borne along."
Vide P_ eface to 8tewartCs Dissertations, p. 2S, Bostoh edition.J
AMERICANED_r_m
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of reading, of reflection while at work, and of'interconrse with persons of his own condition, will open his mind to these conceptions,
as well a§ introduce a little more delicaeyM feeling into his conduct,
as a thther, a husband, a brother, or a citizen.
But, in the vast machinery of national prodnct4on, the mere manual labourer is So placed, as to' earn. little or nothing anore than a
bare subsistence, . The most he can do is, to rear his young family,
and bring them up to some occupation : he cannot be expected to
give them that education, whic_h we have supposed the well-being of
society to require. If the community wish to have the benefit of
more knowledge and intelligence in the labouring classes, it must
dispense it at the public charge.
This object may be obtained by the establishment of primary
schools, of reading, writing, and arithmetic. These are the groana_
work of all knowledge, and are quite sufficient for the civilization.of
the lower classes. In fact, one can not call a nation civilized, noi"
consequently possessed of the benefits of civilization, until the people at large be instructed in these three particulars : till then it will
be but partially reclaimed from barbarism.
With the help of these
advantages alone, it may safely he affirmed,that no transcendent genius or superior mind will long remain in obscurity, or be prevented
fi:om displaying itself to the infinite benefit of the community.
The faculty of reading alone, wilt, for a few dollars, put a man in possession of all that eminent men have said or done, in the line to
which thd bent of genius impels. Nor should the female part of the
creation be shut out from this elementary education; for the public
is equally interested in their civilization; and"they are indeed the
first, and often the only teachers _ofthe rising generation.
It would he the more unpardonable in governments to neglect the
business of education, and abandon to their present ignorance the
great majority of the population in those nations of Europe, that
prefend to the character of refinement and civilization,'now that the
improved methods of mutual instruction, that have been tried with
such complete success, afford a ready and most economical means of
tm_\.ersally diffusing knowledge'amongst the inferior classes.*
* According to the new method, introduced by Lancaster, and perfected by
subsequent teachers, a,sing]e master with very little aid ofbooks,pens, or paper,
can rapidly and dffeetuallyteach reading, writing,and vulgar arithmetic, to five
or six ,hundred scholarsat a tfme. This tro12(eeonomicalresult is lYredueed,
by tal_tngadvantage of the slightest superiority of _ntelligeneeof one above
another,and directing the'motive of emulation,natural to the humanbreast,
towardsan useful object. A large schoolis commonlydividedinto forms, consisting each of eight children,as nearlyequal in t_lvanoement'as.possible,
and
instructed by a e_ld somewhat n_oreadvanced, called ,the Monitor.'.These
formsagain aredividedintoeight classes; 6f which-the lowest learns to pronouncethe letters of the alphabet,and to trace their figures rudely'withthe
fingeruponsand spreadout upon a fiatboard; andthe _ighestis ableto.writeupon
paper,and to practise the fourrules of _rithmetie. The childrenof each form
are rangedac,_rdi_gto theirprogreas; and whoevercannotgive the'answer,is
tmmediatel_supersededby a moreapt scholar. As _oonas a child is }Jeffeeted
in one class,he is transferredto the next in degree. "Thelessonsare received,
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Th_s, none but element_ary and _bstractsclenee,mthe
highest and
the t6west branches of knowledge, are so much less favoured in the
natural course .of things, and so little stimulated
by tim competition
of demand, as to require the aid of tha_t authority, which is created
purposely to watch over the public interests.
Not that individuals
have no interest in the support and promotion of these, _aswell as of
the other, branches of knowledge ; but they have not so direct an
inte.rest,--the
loss occasioned
by their disappearance
.is neither so
immediate nor,so perceptible ; a Jiourishing empire might retrograde,
until it reached
the confines of barbarism,
before individuals
had
observed tile operating cause of its decline.
"
I woad not be understo6d to find thult with public establishments
for purposes of edue_ttion, m other branches than those 1 hive been
describing..
'I am only endeavouring
to show, in what branches
a
nation may wisely, and with due regard to its own interest, defray
the charge out of the public purse.
E_-ery diffusion of such knowledge, as is founded upon fact and experience,
and does not proceed
upon dogmatical
opinions and assertions, every kind of instruction,
that tends to improve the taste and understanding,
is a positive good ;
and, consequently,
an institution calculated to diffuse it must be beneficial.
But care must be taken, that encouragement
of one branch
shall not operate to discourage
another.
This is tl,e g_neral
mischief of premiums
awarded by the public ; a private teacher or institutidn will not be adequately paid, where the same kind of instruction
is to-be had for nothing_ though, perhaps, from inferior
teachers.
There is, therefore,
some danger, that talent may be
superseded by mediocrity ; and a check be given to private exertions,
from which the resources
of the state might expect incalculable
benefit.
The only important science, which seems to me not _sceptible
of'being
taught at the public cha_e,
is that of moral philosophy,
which may be considered
as eith6r experimental
or doctrinal.
The
former consists in the knowledge
of moral qualities, and of the
chain of connexion
between
eve0ts dependent
upon human will_
and forms indeed a part of the study of ma_, which is best pursued
by social converse and intercourse.
The latter is a series of maxims and precepts, possessing very little irrfluence upon human cooduet, which is best guided in the relations of public and of private
life, by the operation of good laws, of good education, and of good
exarriple. *
_ometimos in a. sitting posture, and sometimes upright, with slates affixed to the
walls. The instruction is thus always accommodated to the a_e and t:aculties of
the child: it necessarily arrests and rewards his attentmn; and involves that
personal aetwlty, esseatmt to the infant frame. The whole is conducted in a
_ingle apartment, and usuu'lly under the superintendence of a.sinffle m_ter or
mistress. The general axloption of this meth,N will probably he tbr some tim,
_pposedby custom and prejudtee; but its uuhty and conformity to the order oI
, tature will ensure its ulhma_e and universal prevalence.
,
• I am strongly disposed to say the s_me of logic. Were nothing taught, bnt
, _'hat is consistent with truth and good sense, logic would follow of itt_lf a_ ,.
37 #
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The.sole encouragefnent to virJuo and goodcon&rct, tht:t can .be
relied on, is, the interest that. e_rery bodN has in d_covering and eml)loying no persons but those pf good character.
Men-the most in-"
dependent in their circumstances
want something" more to make
them happy ; that is to say, the general esteem and good ol inion of
their fellow-creattires; and these can only be acquired b) puttin$
on the appearance at least of estimable qualities, which it is much
easier to acquire than to simulate. The influence of the sovereign
or ruling body, upon the manners of the nation, is very.extensive,
because it employs a vast number of people ; but it operates less beneficially than that of individuals, because.it is tess interested in employing none but persons of mte__ritr. If to its lukewarnmess in
this pa/:ticular be added, the exall_pl_ of immorality and 6ontempt
for honesty and economy too frequently held out to people by their
rulers, the corruption of national morals will be wonderfully accelerated. * But a nation may be rescued from moral degradat on by
the re-actiox3'of opposite causes. Colonies are, for the most part,
cgmposed of by no means the most estimable classes of the n_othercountry : in _ very short time, however, when the herpes of return
are wfiol!y abandoned, and the settlers have made up their minds
t9 pass the rest of their lives in their new abode, they gradual T feel
the necessity of conciliating the esteem of iheir fellow-citizen _;and
the morals of the colony improve rapidly.
By morals, I me_tn the
general course of human conduct and behaviour.
These are the causes, that have a positive influence .upon na :ional
moral_tr.
To these must be added, the effect of education in general, in _l,enin.g the eyes of mankind to their real.interests, and softening the temper and disposition.
Religious instruction ought, strictly speaking(to be defrayet by
the _'espective religious communions and societies, each of _ hich
regards the opinions of the rest as heretical, and naturally revo ts at
the it_justice of contributing to the propagation of what it &.eros
erroneous, if l_ot criminal.
Of the Charges of Public Benevolent Institutions.
h has been much debated, whether individual distress has any
title to pub]io relief, t should say none, except inasmuch as it is
an unavoidable consequence of existing social institution_. If i_atirmatter of"coursei all the teaching in the world"willnever make a man a $ood"
reasoner,whose notmns and ideas of'thin_'s are unsoundand erroneous; and,
with the foundationof just notions,'he wall require no 'teae/nng to make him
reasonwell. Just ideasof thing'sare only to be acqiairedby afient.iveexam_iaatlon; by taking account ofevery partmular concerning them,and of nothing but
what concerns them; which is the objoetofatl knowledgem general, and by no
means-oflogic tilone.
* The bad example ofa viciousprince is of the mostfatal tendency; it is nctorious to all the world,and protected and abetted by publicauthority ; and it is
sure to be reflectedby the subservienceof eourtier_to the extreme point,of huitaxiveserwhty.
"
"
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mity and want be the effect of the _oial system, they have a title
to public relief.: _rovided always, that it be shown, that the satvre
system affi)rds no means of prevention or cure. But it would be
foreign to the matter to discuss the questioia of right in this place.
All we need do is, to consider benevolent iustitutions with regard to
their nature and consequences.
When a community, e_tabhsbes at the public charge any institution tbr benevolent purposes, it' forms a kind of saving-'bank, to
which every member confi'ibutes a portion of his revenue, to entitle
him to claim a benefit, in the event of accident or mistbrtune. The
wealthy are generally impressed with an idea, that they shall never
stand ill need of public charitable relief; but a little less coufidence
would become-them better. No man can reckon in his own case
upon the continuance of good fortune, with as much certainty as
upon the permaffence of wants and infirmities ; the former may desert
him;.but the latter are inseparable companions. It is enough, to
Know, that good fortune is not inexha;Jstible, to infuse an apprehension that-it may some day or other be exhausted: one has but to
look rourrd, and this apprehension will be confirmed by the experierme of.numbers, whose misfortunes were to themselves quite unexpected.
Hospitals ]'or the sick_ almshouses and asylums for old age and
infancy, inasmuch as they partially relieve the poorer classes from
the charge of maintainilag those, who are naturally dependent on
them, and thereby to allow population to advance somewhat more
rapidly, have a natural tendency a little to depress the wages of
labour. That depressiot_ would be greater s_ill, if such establishments should be.so multiplied, as to take in all the sick,, aged, and
infants of those classes, who would then have none but themselves
to provide for out of their wages. If they were entirely done away,
there would be some rise of wnges, although not sufficient to maintain so "large a ]abouring'population, as may be kept up with their
help; for the demand for their labour woul_t he somewhat reduced
ivy the advance of its priceProm these two extreme suppositions, we may judge of the effect
of those'efforts to relieve indigence, which _11nations have made in
some degree or other; and see the reason, why the distress and
relief go on increasing together, although not exactly in the same
ratio.
Most nations preserve a middle course between the two extremes,
a_rding pt;blic relief to a part only of those, who are helpless from
age, infancy, or casual, sickhess. Of the rest the_"endeavour to lid
themselves.in one of two ways : either by requiring certain qualifications in the applicants, whether of age, of specific disease, or,
perhaps, of mere interest and favouritism ; or by limiting narrowly
the extent of the relief, _iving it upon hard terms to the applicants,
or attaching some degree of shame to the acceptance.*
*At Paris, the limitationof relief affordedby the Hospicedes Incurables,and
of Petii_.sM[aisons,of St./._/s, of C]_arite,and many others,is of the
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It is a _istressing reflection, that there are no _theT methods of
eonfimng
the number of app_lic'ants for relief _vithi_ tile means
available
to the community,.except
the offer of hard conditions, vr
the want of a patron.
It were to be desired, that asylums of the
more comfortable
class, instead of favouritism,
should be open to
unmerited
misfortune
only; and that, to p_event impropei" nominations, the pretensions
of the candidate should be ascertained
bv the
inquest of a jury.
The rest can probably be protected
from too
great an influx of indigence, by no other means consistent with humanity, except the observance
of severe, though impartial, discipline,
suflficient to ir_vest them with some degree of terror.This e,A1 does_not apply to the asylums devoted to invalid soldiers
and sailors.
The qualification
,is so plain and intelligible, that the
doors ought to be shut against none who are .possessed of it; and
'the comforIs of the institution can never increasb the number of
applicants.
Their being nursqd in the public asylums with the same
domestic care and comfort, as are to be fecund in the hombs of persons in the same class of life, and indulged in repose, and some even
of the whims of ol_ age, wilkundoubtedly
somewhat
enhance the
charge, that is to say, so far as it might prolong lives, that oth_rwise might fall a sacrifice to wretchednes_
; hut this is the utmost
increase of charge;
and it is one, that neither patriotism
nor humanity will grudge.*
The houses of industry, that are multiplying so rapidly in America,
Holland, Germany,
and'France,
are noble and excellent institutions
of public benevolence.
They are designed to provide all persons of
sound health with work according
to their respective
capacities;
some of them are open to any workman out of employ, that chooses
to apply; btbers are a kind of houses of correction,
where vagrants,
beggars, and offenders, are _kept to work "for fixed periods.
Convicts have sometimes' been set to hard labour in davir respective
•vocations, during their confinement ; whereby the "public has been
wholly or partially relieved from the charge of keeping up _aols, and
a method contrived
for reforming
the morals of the criminals, and
rendering them. a blessing, instead of a curse, to society.
Indeed, such establishmertts
can' hardly be reckoned
among the
items of public charge;
for, the moment their production
equals
their consumption,
they are no longer ah incumbrance
to any body.
They are of immense
benefit in a dense population, where, amidst
former kind ; the admissions to the Hotel-Dieu, Bic_tre, _altpdtri_e, and Enfans-Trouv_s, are snbje_t to a limitation of the latter kind. As the number of
apphcanta duly qualified for admission in the establiahraent first mentioned always
exceeds their capacity, the choice must ultrmately be decided by/_,vour or interest.
* Yet it is well worth consideration, whether it be not more to the advantage,
both of the state and, of its pgnsioners: to maintain them at their own homes
upon a fixed iaaeome,or to board them out with individuals. The Abbi de St.
P_erre, whose mind was ever actively at work for the public go6d, has estimated
the charge of maintaining the invalids in their sumptuous establishment at Paris,
to be three times as m_ch _ that of their maintaaanee at their rtmt_x_v_ homes
dnnates Polit. p. $09.
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the vast variety of,occupations, some must unavoidably be in a state
of temporary inaction. -The _perpetual shiftings of cemmerce, the
introduction of new processes, the withdrawing of capital from a
roductive concern, accidental fire, or other calamity, may .throw
Pnumbers out of emplo);-ment; and the _ost deserving individual
may, without any fault of his own, be reduced to the extreme of
want. In these institutions, he is sure ot: earning at least a subsistence, if not in his own line, in, one of a _imitar description.
The grand obstacle to such establishments is, the great outlay of
capital they require. "131eyare adventures of industry, and as such
must be provided with a variety of tools, implements, and machines,
besides raw material of different kinds to work upon. Before they
can be san to maintain themselves, they rnust earn enough to pay
the interest of the capital embarked, 'as well as their current expenses.
The favour shown them bv the public authority, in the gratuitous
supply of the capital and buildings, and in many other particulars,
wouM make them interfere with private undertakings, were they not
subject, _)n the other hanoi, to some peculiar disadvantages.
_'hey
are obliged to confine their operations to such kinds of werk, as sort
with the feebleness and general inferiority in skill of the inmates,
and can-not direct them to such as may be most in demand. Moreover,it is in most of them a matter of regulation and police, to lay
by always the third or fourth part of the labourer's wages or earnings, as a capital to set him up, on his qt,itting the establishment:
this is an excellent precaution, but prevents their working at such
cheap rates, as to drive all competition out of the market.
Although the honour, attached to the direction and management
of institutions of public benevolence, will generally attract the
gratuitous-service
of the affluent and respectable part of. the community, yot,'when the duties become numerous and laborious, they
are commonly discharged-by gratuitous administrators
with the
most unfeeling negligence.
It was probably by no means wise,to
subject all the hospitals of Paris to a general superintendence.
At
London, each hospital is separately administered ; and the whole are
managed _ith more ecoflomy and attention in cor_seqoeuce. A
laudable emulation is thereby excited amongst the managers of rival
establishments ; wh_h attbrds an additional proof of the practicability and benefit of competition in the business of public administration. "
Of the Charges of Public Edifices and IVorks.
I shall not here attempt to enumerate the great variety of works
requisite for the use of the public; but merely lav down some general rules, for calculating their cost to the nation." It is often impos
slble to estimate with.any _olerabl¢" accuracy the public benefit de.
rived from them. How'is one to calculate the utility, that is to say,
the pleasure which the inhabitants of a city derive from a public
3F
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terrace or promenade ?. It is a positive benefit to have, wilhin "an
easy distance of the close and crowded streets of a populous town,
some place where the poI)ulation can breathe a pure and wholesome
atmosphere, and take healt]_ and exercise, under the shad(; of-a
grove, or with a verdunt prospect before the eye; and where schoolboys can spend their hours of recreation; yet this advantage it
would be impossible to set a precise value "upon.
The amount of its cost, however, may be ascertained or'estin _ated.
The cost of every public work or construction consists :-1. Of the rent of the surface whereon it is erected; whicL rent
amounts to what a tenant would give to the proprietor.
2. Of the interest of the capital expended in the erection.
3. Of the annual charge of maintenanceSometimes, one or more of these items may be curtailed.
When
tile soil, whereon a public work is erected, will fetch nothing from
either a purchaser, or a tenant, the public will be charged with
nothing in the nature of rent ; for no rent could be "got if the _pot
had never been built on. A bridge,-for instance, costs nothing hut
the interest of the capital expended in its construction, and the
annual charge of keeping it in repair. If it be suffered tc_fall _nto
decay, the public consumes, annually,' the agency of the capital
vested, reckoned "in the shape of interest on the sum expended, and,
gradually, the capital itself, into tile bargain; for, as soon as the
bridge ceases to be passable, not only is the agency, or rent of ,he
capital lost, but the capita] is gone likewise.
Supposing one of the _likes in Holland to have cost in the outset,
20,000 dollars; the annual charge on the score of interest, at 5 Ier
cent., will be 1000 dollars; and, if it co_t 600 dollars more in ltae
keeping it up, the total annual charge will be 1600 dollars.
The same mode of reckoning may be applied to roads mid cana Is.
If a road bo broader than necessary, there is annnally'a loss of the
rent of all the superfluous land it occupies, and,.besides, of all rite
additional charge of repair. Many of the. rdads out of Paris z_'e
180 feet wide, including the unpaved part on each side; whereas, a
breadfla of 60 feet would be full wide for all useful purposes, m d
would be quite magnificent enough, even for the approaches to a
great metropolis. The surplus is -only so much useless'splendom ;
indeed, I hardly know how to call it so ; for the narrow pavemel t
in the centre of a broad road, the two sides of which are impassable
the greater part of the year, is an equal imptitation upon the libel.
ality, and upon the good sense and taste of the nation. It gives ;t
disagreeable sensation, to see so much loss of space, more particularly if it be badly kept. It appears likQa wish to have m_rgnificent
retools, without having the means of keeping them uniform and i]t
good condition ; like the palaces of the Italian nobles, that never feel
I he -effects of the broom.
.- Be it as it may, on the sides ef the road I am speaking of, there
Js a space of 120 feet, that might be restored to cultivation ; that is to
Bay, 48 acres to the ordinary league. Add together the reaat of the
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surplus land, the interest of the sum expended
in the first cost and
preparation,
and the annual charge of keeping up the unnecessary
space, which is something, badly as it is kept up; you will then
ascertain the sum France pays annually for the very questionable
honour of having roads too wide, by more than the half; leading to
streets too,narrow, by three-fourths.*
Roads and canals are costly public works, e%en in countries where
they are under judicious and economical management.
Yet, probably, in most cases, the benefits they afford to the community far exceed the charges.
Of this the reader may be convi_aced, on reference
to what has been said above of the value generated by the mere
commercial operation of transfer from one spot to another,+ and of,
the-general
rule, that every saving in the charges of production is so
much gain to the consumer. + Were we to calculate what would be
th_ charge of carriage upon all the articles and commodities that now
pass along any road in the course of a year, if the xoad did not exist,
and compare it with the utmost charge under present circumstances,
the whole difference that would appear, will be so much gain to the
consumers of all those articles, and so much positive and clear net
profit to the community.§
Canals are still more beneficial ; for in them the saving of carriage
is still more considerable.ll
Public works of no utility, such as palaces, triumphal arches,
monumental
coltlmns, and the Ilk% are items of national
luxury.
They are equally indefensible, with instances of private prodigality.
The unsatisfactory
gratification
afforded by them to the vanity of the
prince or the people, by no means balances the cost, and often the
'misery they have occasioned.
*"With all this waste of space in the great roads of France, there are in none
of them either paved or gravelled foot-ways, passable at all seasons, or stone
seats, for'the travellers to rest upon, or places o:f temporary shelter from the
weather, or cisterns to quench the thirst ; all which might be added with a very
trifling expense.
.
t Book I. chap. 9.
_ Book II. chap:3.
§ To say, that if the road were not in existence, the charge of transport could
never be so enormous as here suggested, because the transport would never take
place at all, and people would contrive to do,without the obleets of transport,
would be a strange way of eluding the argument. Self-denial of this kind,
enforced b3_the want of means to purchase, is an instance of poverty, not of
wealth. The poverty of the consumer is extreme, m respeet to every object he is
thus made too poor to purchase ; and he beeomes richer in respect to it, in proportion as its price or value declines.
UIn lieu of canals, iron rail-roads from one town to another will probably be
one day eonstrueted." The saving in the cost of transport would probably
exceed the interest of the,very heavy expense in the outset. Be_ides the additional facility of movement, roads of this kind would remedy the viglent jolting
of passengers and goods, Undertakings of such magnitude can only be nroseeuted in countries where capital is very abundant, and where the governmo_nt
inspires the adventurers with the firm assuranee of reaping themselves the profit
of the adventure.
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A PO_TlOnof the objec_ of public consumption have, in some very
rare instances, beefi_rovidod by aprivate individual We see occasioua| acts of private munificence,_in the erection of a hospital, the
hying out of a road, or of public garden_ upon the land, and a_ the
co_t, of an individual. In ancient times, examples of this kind were
more frequent, though much less meritorious.
The.private opulence
of the ancients was commonly the fruit of domestic, or provincial, plunder and peculation, or perhaps the spoil of a hostile nation.
purchased with the blood of fellow-citizens..Among
the moderns,
though such oxcesses do sometimes occur, individual wealth is, in the
great majority of cases, the fruit of..pers6naI industry and economy.
}n England, where there are so many institutions founded and supported by private funds, most of the fortunes of the founders and
supporters have been acquired in industrious occupations.
It requires a _reater exertion, of generosity "to sacrifice wealth, acquired
by a long course of tod and self-denial, than tQ give away what has
been oL-tained by a stroke of good fortune, or even by an act of
lucky temerity.
Among the Romans, a further portion of the ,public consumption
was supplied directly by the vanquished nations who _ere- .subjected
to a tribute which the victors consumed.
In most modern states, there is some territorial property vested,
either in the nation at large, or in the subordinate communities, cities_
towns, _nd vilt_iges, which is leased but, or occupied directly by the
public. In France, most of the public lands of tillage and pasturage,
with their appurtenances, are "let out on lease ; the government reserving only the national forests under the direct administration of its
agents. The produce of the whole forms a considerable item in the
catalogue of public resources.
:But these resources consist, for the "most part, of the produce of
taxes levied upon the subjects or citizens. These taxes are sometimes national, that is, levied upon the whole nation, afld paid into
the general treasury of the state, whence the public national expenditure is defrayed ; and sometimes local, or provincial, .*hat -is, levied
upon tie inhabitants of a certain canton or pro*vince only, and paid
into the,local treasury, whence are defrayed the local expenses.
l_tis a principle of equity, thai/ consumption should be charged to
those who derive gratification from it ; consequently, those countries
must be pronounced to be the best governed, in respect of taxation,
where each class of inhabitants cbntributes in taxation proportionutely
to the benefit derived by it from the expenditure.
Every individual and class in the community is benefitted.by the
central administ.ration, or_ in other words_ the general government.
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so likewise of the security afforded by the national military estab
lishment;
for the provinces
can hardly be secure from external
attack, if the enemy trave possession of "the metropolis,
and can
thence overa-we and control them;
imposing laws upon districts
where his force has not penetrated,
and disposing of the lives and
property even of such as have not seen the face of an enemy.
For
the same reason the charge of fortresses,
arsenals, ,and diplomatic
agents is properly thrown upon the whole comfnunity.
It would seem, that the administration
of justice should be cJassed
among the general charges, although the security and advantage
it
aflbrds have more of a local character.
When the magistrac_of
Bordeaux arrests and tries an offender, the public internal security of
France is unquestionably
promoted.
The charge _f gaols and courthouses necessarily follows that of the magistracy.
Smith has expressed an opinion, that civil justice should be defrayed by the litigating parties;
which would be more practicable
than at present,
were the judges in the appointment
of the parties in each particular
+
case, and no .otherwise
in the nomination
of the public authority,
than inasmuch as the choice might be limited to specified persons of
approved
knowledge
and integrity.
They would then be arbitrators, and a sort of equitable jurors, and might-be paid proportionately to the matter in dispute without regard to the length of the
suit; and would thus have an obvious interest in simplifying
the
process,
and sparing their own time and trouble, as well as in
attracting
business by the general equity of their decisions. (a)
But local administration
and local institutions of utility, pleasure.
instruction,
or beneficence,
appear to yield a benefit exclusively
to
the place or district where they are situated.
Wherefore,
it should
seem, that their expenses ought to ][all, as in most co.untries they do,
upon the local population.
Not biJt that the nation at large derives
some benefit fro/_ good provincial administration,
or institutions.
A
stranger
has access to the public places, libraries, schools, walk's,
and hospitals of the district ; but the principal benefit unquestionably
results to the immediate neighbourhood.
It is good economy to leave the administration
of the local reeeipts_and disbursements
to the local authorities;
particularly
where
(a) Our author seems in this passage to have become a convervto the opinion
of Smith, in respect to the civil tribunals of a nation, from which he had expressed his disseat, in former editions. Though arbitration may be a very good
mode of settling civil suits, Where the parties are both anxious to come to a settlement, and indeed is fTequently resorted to, and should always be encouraged ;
yvt it is manifest, that there must be a compulsory tribunal for the obstinate, or
rv_ractory. An,t, since security of lierson and property is the main object of
social institutions, it is but just, that invasion in a particular instance should be
re2elled and deterred at the public charge. In strict justice, the'invader shou'd
be held to make _
the who]e damage; and so he is or ought to be, in the
shape of costs, fine, damages, or otherwise. But.it is not consistent with eqai_
that the sufferer should be deterred from pershing his claim, by superadding a
propertmn of the 6utlay upon the judicml establishments to the charge of witnesses and agents, which ha must necessarily advance, and to the risk of '.'a7.bilityin the delinquent, even in the event of ultimate success. T.
38
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they are appointed by those, whose funds they administer.
There
is much less waste, when the money-is spent under the eye of those
who contribute it, and who are to reap the benefit; besides, the expense is better proportioned
to the advantage expected.
When one
.passes through
a city or to-_vn badly paved 'and ill-conditioned,
or
sees a canal or harbour in a state of dilapidation, one may conclude,
in nine cases out of ten, that the authorities, who are to administer
the funds appropriated
to those objects, do not reside on the spot.
In thisparticular,
small states have an advantage over more extensive ones. They have more enjoyment from a less expenditure
upon
objects of public utility or amusement ; because they are at band to
see that the funds, destined to the object, are faithfully applied.

CHAPTER

"VIII.

OF TAXATION.

SEC_ON I."
Of the Effect of all ki_uls of Taxation in _neral.
TAXATION is the transfer
of a portion of the national pro'ducts
from the hands of individuals
to those of the government,
for the
purpose of meeting.the
public-consumption
or expenditure.
Whatever be the denomination
it bears, whether tax, contribution,
duty,
excise, custom, aid, subsidy,* grant, or free gift, it is virtually a burthen imposed upon "individuals,
either in a separate
or corporate
character,-by
the ruling power for the time being, for the purpose
of supplying the consumption
it may think proper to make at "their
expense ; in short, an impost, in the literal sense.
It would be foreign to the plan of this work, to inquire in whom
the right of taxation
is or ought to be vested.
In the science of
political economy, taxation must be considered as matter of fact, and
not of right; and nothing further is to be regarded,
than its nature,
*-What avails it, for instance, that taxation is imposed by consent of the people or their representatives, if there exists in the state a power, that by its acts
ean leave the people no alternative but consent _. De Lolme, in his Essay on
the English Constitution, says that the right of the Cx,own to make war is nugatory, whde the people have the right of refusing, the supplies for carrying it
on. May it not be said, with much more trtlth, that the right of the people to
deny the supplies is nugatory,.ffhen the crown has involved them in a predicament that makes consent a matter of necessity _. The hberiies of Great Britain
have no real security, except in the freedom of the press, which rears itself,
rather Ul_'mthe habits "and opinions of the nation, than upon legal enactments
or judicial decisions. A nation is free, when it is bent on freedom ; and the most
formidable obstacle to the establishment 9f civil liberty is tl_ absenee of the
desire for it.
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the source whence it derives the values it absorbs, and its bffect upon
national and individual-interests.
The province of this science extends no further.
The object of taxation is, not the actual commodity,
but the
value of ttm commodity, given by the.tax-payer
to the tax-gatherer.
Its being paid in silver, in goods, or in personal service, is a mere
accidental circumstance,
which may be moro or less advantageous
to
the subject or to the sovereign.
The essential point is, the value of
the silver, the goods, or the service.
The moment that value is parted with by the tax-payer,
it is positively lost to him ; the moment
it is consumed by the government
or its agents, it is lost to-all the
world, and never reverts to, or re-exists in socie W,
This, I apprehond, has already been demonstrated,
when the general effect of public consumption was under consideration.It was there shown, that
however the money levied by taxation
may be refunded to the nation, its value is never refunded ; because it is never returned gratuitously, or refunded by the public functionaries,
without receiving
an equivalent in the way of barter or exchange.
The same causes, that we have found to make unproductive
consumption nowise favourable
to reproduction,
prevent taxation from
at alt promoting it. Taxation
deprives the producer of a product,
"which he would otherwise
have the option of deriving
a personal
gratification
from, if consumed
unproductively,
oi" of turning to
profit, if he preferred to devote it to an useful employment.
One product is a means of raising another ; and, therefore, the subtraction
of
a product
must needs diminish, instead of augmenting,
productive
power.
It may be urged, that tire pressure of taxation impels the productive classes to redouble their exertions, and thus tends to enlarge the
national production.
I answer, that, in tile first place, mere exertion
can not alone produce, there must be capital for it to work upon, and
capital is but an accumulation
of the very products,
that taxation
takes from the subject : that, in the second place, it is evide3}t, that
the values, which industry creates expressly to satisfy the demands
of taxation, are no increase of wealth; for they are seized on and devourett by taxation.
It is a glarinff absurdity to pretend, that taxation contributes
to national wealth, by engrossing part of the national
produce, and el,riches the nation by consuming
part of its wealth.
Indeed, it would be trifling with my reader's time, to notice such a
fallacy, did not most governments
act upon this principle, and had
not well-intentioned
and scientific writers endeavoured
to support
and establish it._
* By the same reasoning it has been attempted to prove, that luxttry end barren consumption Ol_,rate as a stimulu_ to production. Yet they are less mischievous than taxation ; inasmuch as they redound to tb_ personal gratification
of the party himself: whereas, to use the expedient of taxation as a stimulative
to increased production, is to redouble the exertions of the community, for the
sole purpose of multiplying its privatmns, rather than its enjoyments. For, if
increased taxation be applied to the support of a complex, overgrown, and osten
tatious internal administration, or of a superfluous and disproportionate military
astablishment, that may act as a drain of individual wealth, and of the flower
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I_f,from.the circumstance, theft the nations mo_t grievously taxed
are those most abounding ill wealth, as Great Britain, for example,
we ard desired to infer, that their superior weahh arises from their
heavier taxation, it would be a manifest inversion of cause and effect.
A rruanis not rich, because he pays largely ; but he is able to pay
largely, because he is rich. It would be not a little ridiculous, if a
man should think'to enrich hirriself bv spending largely, because he
sees a rich neighbour doing so. It must be clear, that .the rich man
spends, because he is rich ; but never can enrich himself by the act
of spending.
Cause and effect are easily distinguished, when they occur in succession ; but are often confonnded, when the operation is continuous
and ,simultaneous.
Hence, it is manifest, that, although taxation may be, and often is,
productive of good, when the sums it ab.sorb_ are properly appI_ed,
yet, the act of levying is always attended with mischief in the outset.
And this mischief good princes and governments have always endeavoured to render as inconsiderable to their subjects as possible, by
the practice of economy, and by levying, not to the full extent of
the people's ability, but to such extent only as is absolutely unavoidable. That rigid economy is the rarest of princely virtues, is
owing to the circumstance of the throne being constantly beset with
individuals, who are interested in the a_sence of it; and who are always endeavouring, by the most specious reasoning, to impress the
conviction, that magnificence is c9nducive to public prosperity, and
that profuse public expenditune is beneficial to the state. It is the
object of this third book to expose the absurdities of such representations.
Others there are, who are not impudent enough to pretend, thai
public profusion is a public benefit ; yet undertake to show by arithmetical deduction, that the people are scarcely burthened at all, and
are equal to a much higher scale of taxation. As Sully te]ls..us in
his Memoirs, "The ear of the prince is assailed, by a set of flattering
advisers, who think to make their Court to him by perpetually suggesting new ways of raising money; discharged functionaries, for
the most part, whose experience of the sweets of office has left no
other impression, than the tincture of the baneful art of fiscal extortion; and who seek to recommend themselves to power and favour,
by commending it to the lips of royalty."*
Others suggest financial projects, and ways and-mean_ for filling
the coffers of the prince, as they- assert, without fleecing the subject.
But no pl'an of finance can give to the government, without taking
either from the people, or from the government itself in some other
way; unless it be a downright adventure of industry.
Something
can not be produced out of nothing by a mere touch of the wand.
However an opera_ion may be cloaked in mystery, however often
of the national youth, and an a_gressor upon the peace and happinessof domeette life, will notthis"be paying as dearly fora grievous publicauisa.ace,.asff it
were a benefitof the first magnitude?
* _lemoires, l_v.xL
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• welmaytwJsi and turn-and; transform values, there are but two,ways
• of obtair_ng. them2 name!y, creating oneself,or taking from others.
T,he best scheme ordnance .is, to spei'M a_ little as possible; and the
best tax is always the' lightest.
Admitting these premises, that taxation is the.taking item individuals a part of their property* for public,l_rposes; that the value
levied by taxation never reverts to the members of the community,
after it has once been taken from them ;. and that taxation is not itself
a means of reprodtrc'tion; it is impossible to deny the conclusion,
,that the best taxes, or, rather those that are least bad, are
] Such as am the-most moderate intheii" ratio.
2. Such as are'least attended q,vith those vexatious circumstances,
their harass the tax,payer without bringing a_y thing into the public
exchequer.
,3. Such as press impartially on all classes.
4, Such as are lea_t injurious to reproduction.
5. Such .as are'xather favourable than other_'ise to the national
morality; that is 'to say, to the prevalence of habits, useful and beneficial to .society..
These _osition_ are almost.self-evident;
yet I shall proceed to
iliastrata them successively,-with some few observations.
•1. Of such as are-most moderate in their ratio.
Since 'taxation does, in point of fact, deprive the tax-payer vf a
product, which is to-him, either a means of personal gratification, or"
a means of reproduction, the lighter _he'tax is, the less must be the
privation.
Taxation, pushed to the extreme, 'has the lamentable effect of
impoverishing the individual, witS"out em'iabing the state. We may
readily c6nceive how this can happens if- we recall to Our attehtion
the former position ; viz. that each .tax-payer's consumption, whether
productive or not, is always limited 1o the amount _ his reveriue.
No part of his revenue, therefore, can be taken from-him without
n_ces_arily cm:tailing his consumptlon:in the same ratio. This must
nea_.dsreduce the demand for all those objects he can no,longer consume, and particularly those affected by taxation.
The dimintition
of demand must be followed -by diminution of the supply of production; and, conseqt_ently, of the articles liable to taxation. Thus,
the tax-pa-ver is abridged of his enjoyments, the,producer of Iris
profits, and the public exchequer of its receipts, t
• it is-_trdly necessary to coAtrovertan opinion,entertaimedhy sovereigns in
, times p_tsh .respecting ,the*property of their subjects. "We find Louis X/V.
wr]tin_ in these .terms,:professedlyfor the i_nstrtretionof his son in matters of
government:""'Kings ,re absolute lords naturally possessine"the entire and uncontrolled disposal of all property, whether belonging to the church or to the
laity, to,be exercised at al_timeawith dae re_'ard to economy,and to the _eneral
interests of the state." O_u_,resde Louis .'_V., 3I_moiresttist. A. 19.1666.
_-InFrance, before 1789, the average anaaual.eon_mptior_of salt was _sti.
matedat 9 11_.per head in "the districts subject to the gabelle, and at 18 Jbs.
per head in those exerht_tfromthat impost. De Monthieu, tnfluene9 des di,'m_
I_hpots,p..141 Ttius, taxation in this form obstructed the productionof
88'
3 G
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"I?o.is is the reason why a ta_ is not productive
to the public
exchequer,
in proportion 'to its ratio ; and _y
it ha's become a sort
of apophthegm,
that two and' two do not make fofi'r in'the' arithmetic
of finance.
Excessive
taxation
is a "kind of suicide, whether_ laid
• upon objects of necessity, or, upon those of ldxur_' ; but there is this
"distinction, that, in the latter caser it extinguishes
only a portion of
the products on which it falls, togethei" with the gratification
they "
are calculated to affo_'d; while, in the t'or_,_,r, il extinguishes
bo_
production
and consumpti6n',
and the tax-pa)er
into the bargain.
Were it not almost self-evident, this prihci.pk_ might be illustrated,
by abundant examples of the profit the state derives from a moderate
scale of taxation, where it ]s_sufficiently awak_ to its re_it interests;
"When Turgot,
in 1775, reduced to '½ the market-dues.and
duties
" of entry upon fi-esh sea-fish sold in Paris, thoir pi'oduet':was
nowise
diminished.
The consumptior_ of flint artlele must, therefore, have
,, doubled, the fishermen and dealers must have doubled their coficerns
and their profits;
and, since population
atways_, increases
with
increasing
production,
the number of ,cunsumers m'ust have been
enlarged ; and that of producers
must have been enlarged li.kewise;
for an increase of .profits, thut ]s to say of'individual
revenue, multiplies savings, and thus generates the rcrultiplidation of capital.and
of families;
and "that very increase
of production
wi]i, 'beyprrtl all'
doubt, augment the producf of taxation in other,branches;
to say
nothing o'f the popularity
;tce_uing to the government from the atle.:
viation of the national burthens.
The government
agents, who farm or administer
the collection'of
.._-the'taxes,
very often abuse thei t- !nterest and authority, to co_nsfrue
of this artacle in the districts subjected to it, and reduced to ½ the,enjoyment it
was capable of"affprding ; .to say nothing of the other misahiefs resultmg fro_
it ; .the injury to tilla_,e, to the f_eding of, cattle, and to the preparation of_alted
goods; ga.e popular animosity ._rrainst the collectors of tax, the. consequent inc'rease of crime antl gonvicVion, and the consignment to the gall'eya of nnmeroUs
individuals, who_e industry and courage migtrt have been mtuie av_ilal31eto the
increase of national opulence.
.In t804, the ]]nglish government raised the duties on sugar 20 per cent. ,It
might have been expected, that their average product to the pubhc exchequer
would have been advanced in the "sande ratio ;. i. e. from 2,778,000l. the former
amount, to 3,330,000/.: instead of which the ilacreased duties .produced but
2,537,0fl0l. ; ext)lbiting an absolute'deficit. Speech of Henry,Brougham, Esq.,
-hi. P., March 13, 1817.
The people of Grea[ Britain might consume Frettvh wines at a very little
advance upon the prices of France, and have thet=enjovment of an unadulterated,
wholesome, and exhilarating becerage, costing _rhaps a chilling a-bottle. But
the exorbitant duty upon th'is article.has reduced its import" and the prddact of
the duty to a _ery trifle ;..and thus, the sole_benefit resulting from the tax to _he
Brit oh nation is, the total privation of a cheap and wholesbme ,object of'con:
sump_tiQn.

'

'

'

The two .last e.xa0aples are a sufficient _nswer to the .b_ection 'taken by
Rmardo to this pht_sa_e of my text ; on the, ground that taxation is not injurious
to productmn, z_ the a_'_vgate, inasmuch a_ the.consamptmn of' ttfe state itself
repl_tces that _£ indivaduals, which is ann_ilated.by the tax. A tax, that robs
the ind2vidu_l, without t_nefi_; to the exchequer, substitutes no pubtie constq:nlltien whatever, m place, of the private consumption it ex.tingaishes.
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all doubtful i)oints of 'fiscal law in their own'favohr,
and- sometimes
to create obscurity for the purpose of profiting by it. The oflhct is ;_
precisely the saene, as if 0n6 scale of taxation were raised pro ta_rto.*
Turgot
adopted a contrary
course,
and mode it a rule to lean
always to the side of the tax-payer.
The public _3ontractors made
a great outcry at this innovation,
declaring
that it was impossible
for them to fulfil their engagements,
and oflbril_g to _c,,!lect on tim
.go.vernmeflt account and risk.
The event, laoxxever, falsified their
t_ediefiops
by an actual increase c,f the rc_.o_,_
";'i_e greater lenity
the colleetion proved so advanta:_e_ms to production/and
the consumption, ehnseq_errt ut;on il, that the profils, which had before not
exceeded-11),550,000
]iv., rose to (i0,000,000 liv. ; an advance which
could hardly be &'edited, if it were not attested by unquestionable
evidence.]"
-_V_ai'b
told by Hunaboldt,_: to whom we are indebted for a variety
of vahmble information,
that irt thirteen years from t778, during
Which time Spain adopted
a somewhat
more liberal system of
government
jn regard to her American
dependencies,
the increase
of the tev, enue in Mexico alone amounted to no tess a sum than 100
millions of doltars; and that she drew from that country, during the
same period, an addition in the single article of silver, to the amount
of 1_,_00,000
dollars.
We may naturally
suppo_,
that, in those
_¢ears bf prosperity,
thei'e Was a'eorrespon'ding,
and rather g.reater
increase
of., individual 'profits ;. for that is the source, whence all
public revenue'is derived..
A si_ni]t_r' course of conduct has invariably
been followed by a
sinailar effect;§ _ind jt is a great satisthction'to a _witer of liberal
* Of thSs, a striking instance is given in a work entitled, Diverses Idies s_tr l.a
Legislatkm et l'hdministratiorr, par hi. C. St. Paul. One of the principal
bankers of Paris having died in 1817, thefluty on legaeiea and inheritance was
levied upon the aggregate of his credit-account, aa_l not upon the halanoe, after
dedoetin_ the debits : and this by virtue of a-proviso in the revenue laws, which
,charges tlae duty ripen the gross estate of a defunct, arid not upon the residue
after th_ di_harge _f the outstanding ekaim_. The dan,ffer of fraud upon "the
re.venUe'in stating the aeeount,'.is not sufficient to justify the exaction of mor.e
than is fairly due.
The same department is in the habit of gi_ing no notice to the executors or
other vart,i_s, of the" payments falling due, until'after the legal time has expired,
in the hope of incurring the penalty of default. The revolution had al_dtshed
this official and fiscal sdverity ; but it was revived by the imperial gove_nment_
and has been aet_ upon ever since. A clerk or officer has no chance of promotion, unless he shows a disposition on all oceasmns to postpone the interests of
• the public _-those of the exchequer.
-_(Nu_
de Turgot, tom. i.' p. 170. The accounts of the farmers_gener-d
were minutely stated, end rigidly investigated, he_ase the crown participated
• in their profits.
:_Essai POL sur la Nouvelle Espagne, liv. v. e. 12.
_ Ttris positi9n" is further confirmed by an instance rr_nt_oned in a letter, a_
drgssed in 1785, by the.thqn Marquis of Lansdowne to the .4bb; _lIorellet, statihg,
'_that in respect to the article of tea, the good eftbet of the redu_'_mn of duty had
surpassed, all expectation. The amount of sale had. advanced from 5,0t10,000
lbs. to 12.01D,000 lbs., in spite of nanny tmtkwurable circumstances. "0eside_
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principles to be able t'o prove by experience,
that moderation= is. trio
best policy,* _
.
Upon the same principles,it
will be'easy to demonstrate
in the
next place, that the taxes least mischievous
are :
2. Such .as are least attended with those vexatiouscircumstanees,
that harass the tax-payer, without bringing any thing into the public
ex'chequer.
It has been held by many, that the costs of collection are no very
great evil, inasmuch
us _he? are refunded to the communityh_
some
other shape.
Oi_ this head,. I must refer my readers toLwhat has
been already observed.J"
T_ese costs-are
no more refunded, than
the net proceeds of the taxes themselves;
.beCause both the one and
the other consists in reality, not of the money, whereiil the taxes
are paid, but of the value, wherewith
the tax-payer
prod_aces that
money, and tile value which the governmeiat again procures with it ;
whicla latter is destroyed and consumed outright.
The necessities of princes have operated far more effectually than
their regard to the public good, to introduce ,the practice of better
order and economy in the financial
departments
of most European
states during' the two last centuries,
than in former times.
The
people are generally made t- bear as much as they can well .stand
under;
so that eyrry saving in the charge of collectioh has gone to
swell the receipts of the exchequer.
Sully tells us in his Membirs,_ that, for about 6 millions of dollars
broug1_t into the royal treasury, in 1598, by means of taxatiola, in_viduals were out of pocket about.30 millions of dollars, and assures
us, that he had with great pains ascertained'_he
fact, however incredible it might appear.
Under the administration
of Necker, upon a
which, smuggling had been so much crippled, that the public revenae had l_en
increased to a degree that a_tonished every body.'
*This doctrine has been combated by Rieardo, in his Principles of Potltieal
Economy end Taxation. That writer _nuintain_ that sinee the amount and the
product of industry are always proportionate to the quantum of the capital engaged in it, the extinction of one branch by .taxaiiou must needa be compensated
by th9 product of some other, towards which the' indust.ry and capital, thrown
out of employ, wi_I naturally be diverted, r anawer, that whenever h_ation
diverts capital from one mode <)femployment to anbther, it annihilates the-profits
of all who are thrown out of employ by'the change, and diminishes.those of the
rest of the community ; for it_dustry may be presumed to have eh6sea the most
pra_itahle e.l_nnel. Iwill go further, .and say, that a forcible diversion of the
current of productiou annihilates many additional sources of profit 'to industry_
Beside's, it makes a vast difference to the public pr6sperity, whether the individwal or_the state be the consumer. A thriving and _ucrative branch "of industry
promotes the creation and accumulation of new capital; whereas, -under the
pressure of tdxation, and_acoarnnlatmn of new ealaital, it erases to be lucrative ;
capital diminishes gradually instead of"increasing ; _ealth and production decline
m .consequence, and prosperity vanishes, heaving behind the pressure of unrenil'.ing taxation. Ricardo has endeavoured to introduce the unbending m_xims
geometrical demonstration; in the .science of poetical economy, there is no
method less ,worthy of reliance.
_"
Chap. V. sect. L
_ Liv. xx.

"
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revenue of about 1:10millions of dollars, the charge_ of collection
ampunted to no more than 10 millions of dollars; yet, under his
management, there were 250,000 persons employed in the collection :
most of ihem, howeyer, had other collateral occupatior/s. The charge
"was, therefore, about 10! per cent. ; yet tl_is is much higher than .the
rate at which the busintll_s is done in England.*
Besides the charge of dollec.tion, there .are other circumstances,
that are burthensome to the people without being productive of gain
to the pubtie revenue. Law-stilts, imprisonment arid other preventive
measures, entail additional expense, without procuring the snmllest
increase of revenue.
And this addition is sm'e to fall on the' most
necessitous class of tax-paversi for the other classes pay without
litigation or constraint.
Such odious means of enforcing the pay,ment of taxes _,re precisely tile same as demanding of a main 12
dollars because he has not wherewithal to pay 10 dollars. Rigour
is never necessary to enforce taxation where it presses lightly on the
" resources of indivi_tuals; but avhen a state is so unfortunate, as to be
obliged to impose heavy burthens, of two evils, the process of levy
by distress is preferable to that of personal constraint, l_-'orat any
rate, by seizing and selling the tax-payer's goods, and ther-eby raising
the arrears of his taxes, he is compelled to pay no more than is due;
and the whole of what he does pay goes into the public purse.
On this account it is, that works executed by the public requisi•tion of labour, as the roads were in France under the old rgg_me,
are always a mischievous kind of taxation.
The time lost b_ the
labourers put in requisition in coming three or four leagues, per]taps,
_totheir work, and that which is always wasted by people who get
no pay, and work against their inclinatiou, is all a dead toss to tile
public, with no return of revenue. Even supposing _t_ework to be
well executed, ttiere is often more loss incurred .by the interruption
of the reghlar agricultural pursuits, than gain made from the compulsory employment that has been substituted. Turgot called upon
the surveyors and engineers of the respective provinces for an esti,mate of the average expen½e, one year with another, of keOpi_z tap
old roads, and constructing the usual nui;aber of new ones, directing
themto make their'.calculations on the most liberal scale. Tire estimate of _the annual expense, made in compliance with his orders,
amounidd to 2 millions of dollars for the whole kingdom : whereas,
according to the calculations of Tur_t,. the old ccrrv,_esystem involve& a sacrifice to the nation ofS millions of dollars.t
Days of rest, enjoiued either by law, or by custom and-usage too
powe_'fnl to be infringed upon, are anothel: kind of taxatitm, productive of nothing to the 'public purse.
'_Under the system of Nil_leon, which made eiwhzation retrograde to thus,
as well as in most other particulars, the charges of eollectioudn wifichmust be ._
•included the charge of prlvtttionand the irrecoverablearrears, were much more
considerable; but the full extent 'of,themischiefhe causedis not yet a_ertamed.
_"Necker reckons the c&vie at four millionsof dollars only; but probablyhe
'takes account of nothing, but the value the day-labour exacted: and does nol
notiee'the injury resulting fromthrs method of supplyingthe publicneeessitie&
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• 3. Such as press impartially on all classes.
Taxation being a, bUrthe_ must needs weigh lightegt on each
mdi_Tidual,when _t bears upon all alike. When it l_resseg inequitably
upon one individual or branch of industry, it is an indirect, as well
as a direct, incumbrance ; for it prevents the -particular branch or
the individual from eompeting on even terms with the rest. An
exemption, granted to one manufacture, has often been the ruin of
several others. F_avour to bne is most commonly injustice to all
others.
The partial assessment of taxation is no" less prejudicial to the
public revenue, than unjust to individual interests.
Those who are
too lightly taxed, are not likely to cry out for an increase : and those
who are too heavily taxed, are seldo_m regular in their payments.
The public revenue suffers in both ways.
It has_been questioned whether it he just to tax that']portion,of
revenues, which is spent on luxuries, more heavily than that spent on
0bjoets. of neees'sity. It seems but reasonable to do so : for taxation
is a sacrifice to the preservation of societyznd of social organization,
which ought not to be purchased b3 the destruction of i'ndividuals.
Yet, the privation of absolute necessaries implies the extinction 0f
existence. It would' be somewhat bold to maintain, that a parent
is bound in justiee to sti_t the food or clothing of his child, to fu/'ni_h
his coa_tin_ent to the ostentatious splendour of a court, or the needless magnificence of public edifices. Where is the benefit of soeial
institutions to an individual, whom they rob of an object of positive
enjoyment or necessity in actual pos_ss_on, and offer nothing in return_ but the participation in a remote and contingent good, which
an)" man in his senses would reject with diadain ?
But how is the line to be drawn between necessaries an_ superfluities? In this discrimination, there isthe greatest diffic_iltv, for
the terms, necessaries and superfluities, convey no determinate or
absolute notion, but always have reference to the time, the place,
"the a_e, and the condition'of the party: so that, x_-ereit laid down
as a o'eneral r_Jle, to tax none but superfluities, there wc_uld be no
knowing where to begin nnd where to stc_p. All that xv_ certainly
know is, that the:income of a person or a family nvav he _o c,_nfinecl,
as barely to suffice for existence: and may be augmented from that
minimtm_ upwards by imperceptible grad_tion..tili it embrace every
_'ratification of sen_, of luxury, or of vanity; e_ich successive gratification ' being one step fur'ther removed from the limits of strict
necessity, till at ]a_ the extreme of frivolity and caprice is arrived
at; so that, if it be de,red to tax individua] income, in such manner
as t_ press lighter, in proportion as that income approaches to the
confines of bare necessity, taxation must not only _;e equitably apportioned, but must press on revenue _ith progressive _ravi'tv.
"
"
" O'
"
"
"
In tact,
supposm_
taxation
to be exactrv! proport_onale_
to" "_t_dl
'vidnal income, a ta_ of ten"per gent. fc_rins(aaee, a i_arniIvpossessed
,_f 60,000 dollars per anndm would pay 6000 dollars in taxds, lear

_,
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ing a ctea{" residue of 5_,000 dotlar_ for the family expenditure.
-With such an expenditure,
the family could not only live in abundance, but eotgd still enjoy a vast number of gratifications
by no
means essential to happiness.
Whereas
another ,family, with an
income of 410 dollars, reduced by taxation to 54 dollars per annum,
woutd,.with
our present habits of life, and ways of thinking,
be
stinted in the bare necessaries
of subsistence.
_I'}lus, a tax merely
proportionate
,to individual
income would be far from equitable;
and this'is, probably what Smith meant, by..decqaring
it reasonable,
th_it the rich man should contribute to the public expenses, not merely
in;proportion
to the amount of his revenue, but even somewhat more.
For my part, I have no hesitation in going further, and saying, that
taxation can not be equitable, unless its ratio is progressive.*
4. Such as are, least injurious to reproduction.
. Of the values, whereof taxation deprives individuals, a great part
-would, undoubtedly,
if left at the disposal of the individuals themselves, have gone to the satisfaction of their wants and app.etitels;
but some part would have been laid by, and have gone to the further
accumulation
of productive
capital.
Thus, all taxation may be said
t6 injure reproductibn,
inasmuch as it prevents the accumulation
of
productive
capital.
This effect is more direct mad serious, whenever the tax-payer is
obliged to withdraw
a part of the capital already embarked,
for the
purpose of enabling him to pay the tax; which case, as Sismohdl
has shrewdly oSserved, resembles the exaction of a tithe upon grain
at seed-time, instead of harvest-time.
Of this kind is the tax on
legacies
and successions.
An heir, succeeding
to a property of
20,000 dollars, and called upon for a tax of 5 per cent. upon it, will
pay.it, not out of his ordinary income, burthened
as it is already
with the ordinary taxes, but out of the inheritance,
which is thereby"
reduced to 19,000 dollars.
Wherefore,
if it happen to be a vested
eapitat of 20,000 dollars and be reduced by the lax to 19,000 dollars,
the" national,capital
will be diminished
to the amount of the 1000
dollars thus diverted into the pkblic exchequer.
It is lhe same with all taxes upon the transfer of property.
The
Owner of land worth 20,000 dollars, will get but 19,000 dollars for
it, if the purchaser be saddled with a tax of 5 per cent.
The seller
will have a _isposable eapitaI of 19¢000 dollars only, in lieu of land
worth 20,000 dollars; and the national capital will sustain a loss of
the difference.
Should the purchaser be so bad an arithmetician,
as
* Wealth of Nations, book v. c, 2. It has been' objected, that a progressive
scale of taxation preeen_ the _hsadvantage of operating as a penalty, todeter
activity and frugality from the accumulation of capita/. But it must be obwous,
that taxation of all kinds subtracts a portion only, and _enerdlly a very moderate
portion, of the addition made to the fortune of an initivldual ; so tbat every onehas a much stronger inducement to invite, than penalty to deter, accumulation.
If a person had to pay 40 dollars more in taxes, upon every addiuon of 200 dollars to his revenue, still he would multiply his enjoyments in a larger ratio tharl
his sacrifices: Vide what is said in Sect. 4. of thesame Chapter, on.the subieet
of the laad.tax of England. Ibid.

4_6

,

ON CONSUMPTIOI_."

_

HI-

_o pay the lull value of the land, without" allowing i%r'the tax, he
will sacrifice a capitai of21,000
dollars in the purchase of _'alue to
th_amourrt
of but 20,000 doltars.
In either case, the loss to the
national capital wilt be the sa(ne; although
in the .latter, it wilt fall
upon the purchaser instead of'the sejler.
Taxes, upon transfer, besides the mischief of pre_si_g:upon capital,
are a clog to the circulation of proper_y.
But, has the pt_blic any
interest in its free circulation ? So long as the object is in existence,
is it not as well placed in one hand as in another ? Certainly not.
The public has a perpetual
interest in the _tmost possible freedom
of its circulation;
because by that means it is most likely to getint0
the hands of those, who can make the most of it. Why does oneman sell his ]and ? but because he thinks he can lay out the value to
more advantage
in some channel of productive industry.
And why
does another buy it ? but.because
he wishes to invest a capital,' that
is lying idle, or less productively
vested;
or benause he thh_
it
capable bfimprovement.
The transfer tends to at_ment
the national
income, because it tends to augment the income of the two contract• ing parties.
If" they be deter'red by the expenses of the transfer,
those expense.s will have prevented
this probable
increase
of the
national -income.
Such taxes, however, as encroach
ul_on the productive
capiIal of
the community,
and consequently
abridge
the demand for lahour
and the profits of industry within the community, possess, in a very
mist, Arth_'r
taxation, namely, the faciIity and cheapness of collection J* Since
taxation
presents at best but a choice of evils,-a
nation, heavily
burthened, will probably do welI(in submitting to a moderate impost
upon capital.
Taxes upon law-proceedings,
and, generally,
all that is paid tc
]aw-olfficers and-agents, are taxes upon capitM.'(1)
:For litigation is
* This is the reason, why it has been found practicable to raise the duty ov
registra_on to its present hlgh scale. V)rere. it reduced, theproduct to the exchequer would probably be equally great ; and the nation would enjoy the benefit
ot_"greater freedom of'circulation, besides experiencing less eneroachmen_t upon
its capital.
(1) Taxes upon law proceedi'ngs are the most grievous an_i oppressive that
have ever been resorted to, and s_ce the appearance of Mr. Bentham's work on
L_w taxes, no one, who has read it, (:an doubt their impo]icy: "I_is sfiid in the
Edinburgh Review (vol. 27, page 358.), "that orre day Mr. Rose, in Mr. Pitt's
presence, took bit. Bentlmm a_ide, and reformed him that they had read the
pamphlet--that its reasoning was unanswerable---and that it _.as resolved there
should be no -more such taxes." "Yet Budget after Budgei," •remarks the reviewer, "bus since been formed_ in which those duties have made a part; and
Mr. Pitt himself was found to patronize them upon his return to office in 1@04."
All the arguments ever brought forwxrd in support of this ob.]ectmnable impost,
have been trilJmphantly refuted by Mr Bentham, ie this work, wliich it is sakl
in the same Review, "for closeness of reasomng, has not perhaps been equalled,
_nd for excellence of style, has certainly never been surpo_ed."
A_c_
EDrro,;
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not proportionate
to the income of the suitors, but to accident,
to
tim complexity
of family interests,
and to the imperfections
of the
law itset£
Forfeitures
are equally a tax 6n capital.
The influence of taxation
upon 9roduction
is not confined to the
Circumstance of diminishing one of its sources, that is t(J say, capital ;
it operates besides in the nature of a penalty,
inflicted upon certain
branches of production
and consumption.
Patents, licenses to follow any specified calling, and, generally,-atl taxes, that bear directly
upon industry, are liable to this objection;
but, when moderate
in
their ratio, industry will. contrive \to surmount
such obstacles without much d_fiiculty.
'_Ior is industry affected only by taxes bearing directly upon it;
it is indi'rectty affected by such also, as bear upon the consumption
of the articles it has to work upon.
The products consumed in reproduction
are, for the most part,
those of primary necessity; and taxes, that discourage
such products,
must be injurious _to _'eproduction.
This is more especially the case,
in respect to those raw materials of manufacture,
which can only be
consumed reproductiveby.
An excessive duty upon cotton, checks
•the production of all articles, wherein that substance is worked up._*
Brazil is a country abounding in _tnimal productions,
that mighi
be cured '_nd exl_orted, if they were allowed
to be salted.
Its
fi_eries
are very product.i've, and cattle so abundant,
that they are
killed merely for the_sake of the hide.
Indeed, it is thence that our
tanneries in Europe are.in a great measure
supplied.
But the.salt
duties prevent the export of either fish or meat; and thus, for the
sake of a revenue of about 200,000 dollars ;perhaps, incalculable
mischief is done to the productive .powers of the countr3-, as well'as
t6 the ptrbhc re_zenue, which they might be made to yield.
'
In like manner, as-taxation operates in the nature of a penalty, to
discourage
reproductive
consumption,
it may be employed to cheek
cansumption
of an unproductive
kind; in which case it has the
two-fold advantage,
of subtracting
no value from _eprodtlctive
investment,
and of rescuing values from unproductive
consumption,
to be employed in a mariner more beneficial to the community.
This ig the advantage
of all taxes upon luxuries.'_
*In both England and France, premiums are given upon the importation of
specific raw materials, with a wew to encourage manu9acture. Thus is an error
on the opposite side. Upon this principle, instead of a tax on the product of
land, a boun_ should _oegiven to all who would take the trouble to culUvaie,
for domestic agricuhtrre furnishes the raw material of most manufactures; as
grain in particular, which is transformed, through "the mediation of human exerti.on, into value of various kinds, exceeding that consumed in the process. Customs_or duties of import upoff any article whatever are equally equltaole witl,
direct taxes upon land ; both are positive ewls; but the lighter the tax, _e
smaller the injury. ,
_-When it is absolutely necessary to lay a tax upon _ particular kind of ccaasumption or .industry, which it is desirable "notto extinguish altogether, the burthen must be light in the commencement, and increased gradually and cau3H
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When sums, levied by taxation upon capital, insrea_i ef b_ing
simply expended h Vthe government, are l_id o_t upon produ6tive-"
objects; or, whe_ individuals contrive to m_ke good the deficiency
out of their private savings, the positive mischief" of taxation is then
balanced by a counteracting benefit. The proceeds of taxation are
rels.roductively vested,, when laid out in improving, the internal Commzmcations, constructing harbours, or other such'works of utility'.
Governments sometimes employ a t)art of the revenue thus realised
in adventures of'industry. Colbert did so, when he made advances to
the manufacturers of Lyons. ', The governments of-Hamburgh, and
'of some other places in German),, were in the habit 6f embarking
their revenues in productive undeltakings;' and it is said; that-the
authorities of Berne were in the habit of s9 employing a part of its
revenues every ).ear: but such instance,s are of very rare occurrence.
5.' Suc.h as are rather favourable than otherwise to the nafional
morality ; that is to say, to the prevalence of habits, useful and,'beneficial to society.
.Taxation influences the habits of a nation, in the same way as it
operates upon its production and consumption, that is, by imposing
a pecuni'ary penaltyupon specified acts; and" it is, moreovercpossessed of the grand re q_uisites to render
pun'ishment
eflbetual;
.
,
name]x; moderation and ditfi6ulty of evasmn.* :Without reference,
•therefore, to the purposes of finance and revenue, it is. a powerful
engine i_ the hands of government, for either corrupting or.reforming .th6 national morals, and may be directed to the promotion of
idleness or industry, extravagance or economy.
,'.
The tax of five per cent. upon all lands dev_oted to productive
husbandry, and the exemption of pleasure-grounds, which existed in
France before the revolution, operated,.of course, as a premium upon
luxury, anCL.apenalty upon agricultural enterprise.
,
, •
The tax of one per cent. upon the redemption of ground-renis and
re.nt-charges was vi,rtually a penalty upon an act, equally ad_'antage, ous to the parties and to the community at large; a fine-upon the
meritorious exertions of prudent land-owners to pay off their incumbrances.
T_e Jaw of Napoleon, exacting from each scholar, educated in a
private academ):, a _pecified payment 'into the chests of.the public
universities, operated as a penalty upon that mode of education,
which alone can soften national manners and fully develope the
faculties of the human mind'.t
tiously. But if it be desired to repress or annihilatea mischievousclass _feonsumptiofior industry, the full weight of the tax should be thrown upon it. at
once.
: * The 'effic0.cyof the characteristics of punishment has,been placed beyond
all doubt by Beccaria,in his tract, Dei delitti e delle]aene.
JrThis species of tax is still more iniquitous,because it mast fall either upon
orphans,or upon parents, who are disposed to submit to personalprivations,for
the purposeof rearing valuablecitizens,; becauseit is heavier in prop6rtionto.the
• numb_..r
of children, and the degree of privationof the parent; and becauseit is
dispt'oport/onateto the nieans 'of'the individual,poorand rich being taxedatikv.
\
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. When a "government derives a profit fr0rd the licensing of lotteries
and gambling_houses,
what does it clse but offer a premium to a vice
•most fatal to domestic happiness,
and destructiv e of national prosperity ?. How disgraceful is it, to see a government
thus acting,as
the pander of irregular de_res, and imitating the fraudulent conduct
it punishes in others,.by
ho]dingoot
to want and avarice the bait of
hollow and deceitful chance_. _,
On the contrary,
taxes, that check and confine _the excesses of
vanity and vice, besides vielding a revenue to the state, operate as
a means of prevention.
"Humboldt
nmntions a tax upon cock-fighting, which yields to the Mexican
government
45,000 dollars per
annum,
and has the further advantage
of checking that cruel and
barbarous d_:versio.n.
" Exorbitant
or inequitable taxation promotes fraud, falsehood, and
perjury.
Well-meaning
persons are presented with file distressing
alternative,
of violdting truth, or sacrificing their interests in favour.
'of less scrupulous
fellow-citizens.
They can not but feel involunta_'y disgust, at seeing acts', in themselves
innocent, and sometimes
even useful m_ meritorious,
branded with the name, and subjected
to all the consequences,
of criminality.
These ai,e the principal rules, by which present or future taxation tnust be weighed, with a view to the pubhc prosperity.
After
th_se general "remarks, which are applicable
to taxation in all its
A parent of mederate fortune, with one son only, pays as much to the university
a_ all the rest of his tases together : if he have more sons than one, he is still
worse off. Thus was this institution eortv,erted by the usurper into an instrumerit of fiscal extortion, sufficient of itself to have insured the relapse into barbarism, even had it never been made the medium of instilling false ideas or
habits of servilSty. The pretext, of making the profits of priy.ate establishments
contribute to the expense of compul_ry tuition, i_ by no mesns satisfactory
Supposing the tuition of the public Lydges to be, of.all.others, the best calctrlatea
"to trai_ up useful citizens; and, admitting the justice of compelling a father, or
a teacher to his choice, to bring his pupil to the lectures of the authorized prc_
lessors, still the parties, least in need of this instruetmm are tho_e already placed
in private establishments of education, and entrusted to teachers of their own
selection, tt, ma_ be for the interest of the community at large, to dispense partitular classes of learning gratuitously _ but it is the greatest oppression to force
learning upon individuals, and make them pay dear for it into the bargain. If
any one class in particular ought to defray the charge of moderate _'ratuitous
fuition, it is that, which has no children of its own, and is in the reception of
all the benefits of social life, without being subject to all its burthens.
• Lotteries and games of hazard, beside s occupying capital maprofitably, in
volve the waste of a vast deal of time, that might be turned to useful aec)ount;
ani],this itom of expenditure can never redound to the profit of ,the exchequer.
They have the further mischievous eflbct of acenstomin_ mankind to look to
chance alone for what their own talents or enterprise mig'l_tattain ; and to seek
for.personal gain, rather in the loss of others, tha_ in the original sources of
wealth. The reward of active energy appears paltry beside the bait ofa capltai
prize. Moreover, lotteries are a sort of *.ax,that, however voluntarily incurred,
fiflls _lmost wholly' upon'the necessitous ; for nothing, but the pressure of want
can driv.e manIgind to adventure, with the chances manifestly against thera.
The sums thus embarked are, f_r the most part, the portion of misery ; or, what
is worse, the fruit of actual crime.
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"branches,
itmay be useful
to.examine
thevarious
modc_ of assessment ; in other words, the methods adopted for. pl_gcuring money
from the subject; as well'as tp inquire, upon what. classes of the
community the burthen principally falls.
Si_r

ION

_[

2

Of the different Modes of Assessmeni, and the Classes they "lxcessup_,
res'pecti_e.ly.
Taxation, as we.have seen above, is a requisition by the government upon its subjects for a portion of their products, or of" their
value. It is the business of the political economistto explain the
effects resulting from the nature of the products put in-requisition,
and from the mode of apportioning the burthen, as well as upon
whom'the burthen of the charge really falls, since it must inevitably
fall upon some one or other. The application of the _bove principles
in a few specific instances will show, how they may be applied in
all others.
The public authority levies the values taken in tl),¢ way of taxation, sometimes in the shape of money, sometimes in kind, according to its own wants, or the ability bf the tax-payer.
In whatever
shape it is paid, the actual contribution of the tax-payer is always
of the value of the article he gives. If the governmefJt, Wanting or
prelendin__ to want corn, or leather, or woollens, makes a re q nisition of those articles upon the tax-paver, and obliges him to furnish
them in kind, the tax paid amounts exactly to w_at the'payer has
expended in procuring those articles, or what he could have sotd
them for, if the government had not taken them from him. This
is the only way of ascertaining the amount of the tax, whatever
price or rate th_ government may._set upon it in the plenitude of its
po_,vel:.

So, like,rise, the charges of collection, in whatever shape they
may appear, are always an aggravation of the assessment, whether
they accrue to the profit of the stare'or not. If the tax-payer be
obllged to lose his time, or transport his goods, for the, purpose of
paying the tax, the whole of the time lo_t, or expense of transport,
is ,an aggravation of the tax.
Among the contributions, that a government exacts from its.subjects0 should "likewise be comprised, _tll the expenses Which its"politi2
eal conduct may b'ring upon the nation. Thus, in estimating the
expenses of war, we must include the value of equipment and
poeket_molley, with wliieh "the military ore supplied by: themselves or their families; the' value of the time lost by the militia;
the sums paid for exemption and substit_utes; the full c,harge of
quarters for the troops; the pillage and destruction they may be
guilty of; the presents and attentions lavished on them by friends
or countrymen on their return; to all which must be added, the
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alms extorted from pity and compassion by the misery consequent
upon such misrule2 For, in fact, none of these values need'have been
taken from the members of the community under a "better system
of government.
And, althi_gh none of them have gone into .the
treasury of the monarch, yet have they 'been paid by the people,
and thelr amount is as completely lost, as if they had contributed to
the happiness of the human species..
Hence, we may form some notion of _the extent of the natio.nal
sacrifices.
But, from What source are they Brawn ?--Doubtless,
either from the annual product of the national industry, land, and
capita! ; that is to say, from the national revenue ; or from the values
previously saved and accumulated ; that, is to say, from the national
capital. _,
• When taxation is moderate, the subject can not only pay his
taxes wholly out of his reveaue, but will not be altogether disabled
from besides saving" some part of that revenue : and although some
of the tax-payers may be obliged to trench upon their capital for
the payment of their taxes, the loss to the general stock is amply
reimbursed by the savings, which this happy state of affairs allows
others to effect.
Pint it. is far otherwise, when military dest)otism or usurped authority extorts excessNe contributions.. G_eat part of the taxes
is then taken from the vested and accumulated capital ; and, if the
country be long subjected to its domination, the revenues of each
successive year are progressively reduded, and the ruin and depopu.lation of the country, will recoil upon its rulers, unless their downfall be accelerated by their own folly and excesses.
Under the peotecting influence of just and regular governmefit,
on the contrary, there is a progressive annual enlargement of the
profits and revenues, on which taxation is to be levied; and that
taxation, without any alteration of its ratio, graduaity becomes more
productive by the mere multiplication of taxable products.
Nor is the government more deeply interested in moderating the
ratio of taxation, than its impartial assessment upon every x_lass of
individual revenue, and its equal pressure upon all. In fact', when
reven'ue is partially affected, taxation sooner reaches the extreme
limits of.the'ability of some classes, while others are scarcely touched
at all :'it becomes vexatious and destrud!ive, before it arrives at the
highest practical ratio. The burthen is galling, not because of its
weig'ht, but because it does not rest upon all shoulders alike.
The different methods employed to reach individual revenues,
maybe, classed under two grand divisions---direct, and indirect,
taxation ; the formei" is the absolute demand of a specific portion of
an individual's real or _upposed revenue ; the latter, a demand of a
specific sum on each act of consumption of certain specified objects,
to which thflt income may be applied.
In neither case, is the real subject of taxation that commodity, on
which the estimate is made, and which forms the gi'ound-work of
the demand for the tax ; or of necessity that value, whereof a part is
39_
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taken by the sl;ate_ individual revenue is the only real,subject of taxation ; a'nd the specific domnmdity is seiected only as a more or less
effectiv,e means of dJsco_:ering and attacking that revenue. If individual honesty .could in avery case be rJelied on, tke mattel" Would be
simple eno_g_h ; .all that _ ould; be requisite,_ould be, to ask each
person the amount of his annual profits, that is to say_ hi_ annual'reve.
hue., The contingent of each_would be readily sQttledr,and one tax
only necessary; which would be at the same time the_most equitable,
and the cheapest i_athe collection. This was the method a.dopted at
Ha_burgh, before that city fell into misfortune; btrt _t can never be
practise d, except in a republic of small extent_ and ,very moderately
taxed:
"
As a meaias of assessing direct taxation proportionately to the
respective revenues of the tax-payers;governments
sometimes compel the production of leases by landlords, or, _;here there is no lease,
set a value on the land, and demand a certain proportion of that value
from the proprietor; this is called _a land-tax.*
SometiLr_es_.Ihey
estimate the revenue by the rent of the habitation, and tlie number
of servants, horses, and carriages kept, and make the _assessment
accordingly.
This is called in France, the _ux on moveahles, t
Sometimes they calculate the profits of each persofl's profession or
calling, by the'extent of the population and district wher_ it is followed. _his is callod in Fran_, the license-tax._ All these different haodes of a§sessment are expedients of dii'ect taxation.
I,a th'e assessment of indirect taxation, and such as is intended to
bear upon specific classes of consumption, the 9bject itself is alone
attended to, without regard to the party who may incur the charge.
Sometimes a portion of the value of the specific prodiact is demanded
at the time of production ; as in Fral_e, in the artic|e of salt. Sometimes the demand is made on entry, either into the state, as in the
duties of imports; § or into the towns only, as in"the duties of entry.ll
Sometimes a tax is demanded of the oonstrmer at the moment of
Iransfer to him from the la_ producer ; as ha the ease of the stamp
duty in England, and the duty on _heatfical .tickets in Fr_ance.
Sometim_ the government requires a commodity to bear_ a particular
mark, for which it makes a charge, as in the case of the assay-mark
of silver, and stamp on _aewsi)apers. Sometimes it monopolizes _he
manufacture of a particular article, or the performance of_ pdrticdlar
kind of business ; as in the 'monopoly.of tobacco, and tlle postage of
letters. Sometimes, instead of charging the commodity itself, it
charges the payment of its price ; as in the case of stamps on,receipts
and mercantile paper. All.these are different ways of raisirig a revenue by indirect taxation ; f_r the demand is not made on anvpersov.
in particular, but attaches upon the product or article taxed.¶
* Contri£ution-fonci_re.
_ ]ffobili_re.
Les _Patentes.
_ Douanes.
ll Octroi,
. ¶ Not because lhev affect ?he'tax-pnver indirectly; forthis circumstance;s
equally,applicabletomany i_em_ofdirect'taxation; a_ formstan6e,_lhe license-.
(pa_entes,)part of which falls _ndirecl.lyupon the consumer, who buys of
the lieensc_ddealer.
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It may easily be conceived, that a class of revenue, which may
escape o_e of these taxes, will be affected _by another;
and that thee
multiplieiW
of t_e forms of taxatitm gives a great approximatiota
to
its equal distribution ; provided
always, that all are l_ept within the
bJ3unds of moderation.
• ,
'
•
Every one of these modes of assessment has l_culiar advantages
and peculiar disadvantages,
bes]_tes l/he general evil of all taxation,
to wit, that of appropriating
a part of the products.of the community
to purposes little conducive to its happiness and reproductive
po_'ers..
Directtaxation,
for instance, is cheap in the collection ; but, on the
other hand, it is paid with reluctance,,
and must be enforced
with
considerable
harshness and rigour." Besides, it bears very h3equitabty
upon the individual.
A rich merchant,,charged
only 120 dollars for
his license, makes an annual profit, 15erhaps, of 20,000 dollars; while
the retailer, who can scarcely be.su2posed
to make more than 3t10
dollars, is charged
for his license 20 dollars, which is the lowest.
rate.
The revenue of the landholder
is already
aflbeted.by
the
land-tax, before it is further recited
bv the tax on moveables ; wtfile
the capitalist is subjected to the latter'burthen
only.
Indirect taxation has the recommendation
of being levyable with
more ease, and with less apparent vexation or hardship.
All taxes
are paid with reluctance,
because ttte equivalent to be expected4"or
them(ihat
is, the security afforded by good order and government,
is a neg_itive benefit, which does not immediately
iraerest individuals; for the benefit afforded consists rather in prevention
of ill,
than in the diffusion of good. But the buyer of the taxed commodity
does not suspect himself to be paying for the protection
of government, which probably he cares very little about ; but merely for the
commodity
itself, which is an object of his urgent desire, although,
in fact, that price _ is aggravated
by the tax.
The inducement
to
consume is strong enough,to include the demand of the government;
and he readily parts with a value, that procures an immediate gratification.
t_ is this circumstance,
that makes such taxes appear to be voluntary.
And, indeed, so much so were the 5- considered by the United
States before their emancipat.iorl,
that, although
the right of the
British Parliament
to _ax America without her consent was stoutly
denied, yet she was ready to acknowledge
the right of imposing
taxes
upon consumption,
which every
body could evade if he
pleased, by abstaining from the articles _taxed.*
Personal taxes are
* Vi_e Examination of B. Franklin, at the bar of the House of Commons,
1767. Memoirs, vol. i. Appendix 6. (a)
(a) The denial went to the whole of what is called internal taxation_ the
admission, .which appears on the part of the AmeriCan agents to have been a
concession for the sake of peace, went no.farther than to exterual taxes for the
regulation of trade. And even this concession on the part of some of the agents
was _¢erysoon retracted, and the right of taxation denied in toto. Ibid. vol. i.
pa_sir_. T.
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viewed in a different light, and have mor_ of the character of ostensible spoliation.
individuals
l,ldirect taxation is levied piecemea|, and paid by ....
according 'to their respeetive ability at the moment. It _n_.'olves
none of the perplexity of separate assessments on each "province,
de.partme.n_, or individual; or of the inquisitorial inspection into
private carcumstances; nor does it make one person suffer for the
default,of another.
The inconvenience of appeals and private animosities, as _vell as.of levy by distress "or4thprisonment, js avoided
altogether.
Another advantage of indirect taxation is, that it enables the
government to bias the different classes of consumption; favouring
such as promote the public prosperity, as does reproductive consumption of all kinds; and checking such as tend _o public" impoverishment, as do all kinds of unp1"oductive consumption; discouraging the costly and irlsipid indulgences of the wealthy, and
promoting the simpler and cheaper enjoyments of the poor and
industrious.
It has been objected to indirect taxation, that it entails a heavy
expense of collection and management', and a large esfablishment
of clerks, officers_ directors, and subordinate agents ; but it is observable, that these charges may be vastly reduced .by good administration.
The excise and stamp-xtuties in England cost but 3¼ per
cent. in the collection, in the year 1799,* There are few classes
of direct taxation, that are managed so economically in France.
It has been further objected, "that its" product is uncertain and
fluctuating; whereas, the public exigencies require a-regular and
certain supply : but"there has never been any lack of bidders, whenever such taxes have been let out to farm; and experience has
shown, that the product of every class of taxation may ahvays be
nearly'estimated and safely reckoned upon, except _n very rare and
extraordinary
emergencies.
Besides, taxes on consumption are
necessarily various; so that, the deficit of one is covered by the
surplus of another.
Indirect taxation is, however, an incentive to fraud, and obliges
governments to brand with the character 6f guilt, actions that are
innocent in their nature'; and, consequently, to resort to a distressing
severity 9t" punis.hment. But th_s mischief is never considerable,
until taxation.has grown excessive, so as to make the temptation to
fraud counterbalance the danger incurred.
All exce_ss of taxation
is attended with this evil; that, without enlarging the l'eceipts of
the public purse, it multiplies lhe sufferings of the population.
It may be observed, that consumption, and, consequeatly, individual revenue, are unequallyaffected by indirect, as well as by direct,
taxation : for the private consumption of-many articles is not pro* Gamier, Traductio_ de Smith, tom.iv. p. 48S. According to Arthur Young',
the stamp-dutiesin his {iniecost but 5.691Lin the collection, uign the receipt
of"1,880,0001.; which is less than ½per eent_
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portionate to the revenue of the consumer.
The possessor
of an
annual revenue of 20,000 dollar_ does not consume in the year an
hundred times as much salt, as the possessor of a revenue of 200
dollars only.
But this inequality may he obviated
by the variety
of taxes on consumption.
Moreover,
it is to be recollected,
that
such taxes IZall upon incomes already charged
with the taxes on
land and on moveables.
A person, whose whole income is derived
_from land, in respect to which he is taxed in the first instance, pays
oa the same income a secortd tax under the head of moveables;
and
a third on every taxed article, that he buys and consumes.
Akhough
all these kinds of taxes be paid in the outset, by the
persons of whom they are demanded
by the public authority,
it
wouki be wrong to suppose, that they always ultimately fall on the
original payers, who, in many instances, are not the parties really
charged, but merely advance the tax in the first instance, and contrive to get indemnified
wholly or partially
by the consumers" of
.heir own peculiar products.
But the rate of indemnity is infinitely
diver.sifted by the respective
circumstances
of the individuals.
Of this diversit-t-y, we may form some-notion,
by the consideration
of the following general facts:
When the taxation of the producers
of a specific commodity
operates to raise its price, part of the tax is paid by the consumers
of
the commodity.
If its price be nowise raised, it falls wholly upon
the producers.
If the commodity,
instead of being thereby
advanced in price, is deteriorated
in quality, a portion of the _ax at
least must fall upon the consumer ; for a purchase of inferior quality
at equal price is equivalent to a purchase of equal quality and superior
price.
Every addition to price must needs reduce the number of those
possessed of the ability to purchase;
or, at any rate, must diminish
the extent of that ability.*
There is much less salt consumed, when
it sells for three cents, than when it sells for one cent per lb. Now,
the ratio of the demand' to the means of production
being lowered,
productive
agency in this department
is worse paid; that is to say,
the master-manufacturer
of salt, and all the subordinate
agents and
labourers,
together with the capitalist
that supplies the funds, and
the landlord of the premises where _he concern is carried on, must
be content with smaller pr0fits, because their product is less in demand.t
The productive classes, indeed, naturally strive to indemmfv
* 8uprd, Book II. chap. I.
_fThe position, that the interest of the capitalist and the rent of the landlord
are thereby lowered, however paradoxical it may appear, is nevertheless quite
true. It may ,be asked, why should the capitalist, who makes the advance to
the manufacturer, or the landlord, whose land he occupies, lower their demands,
in consequence of a portion of the product being subtracted by taxation ? But
is no allowance to be made for consequent delay of payment, claims of allowanees, failures, and legal expenses ? All, or at least a portion, of which must
fall upon the landlord and capitalist: and often without any suspicion on their
part, that they are thus made to participate in the burtheta. In a eomD*ex6oeml
organization the pressure of taxation is often imperceptible.
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themselves to the amount of the tax ; but, they can •never succeed to
the full extent, because the intrinsic value of the" commodity,
that, I
mean, which goes to pay the charges of prodnction,
is really diminished. So that, in fact, the tax upon an article never raises its iota"
price by the full amount of the tax; because_ to do so, the total
demand must remain the same; which it never can do. Wherefore,
in such cases, the tax falls, partly upon those, who still continue to
consume, notwithstanding
the increase of price, and partly upon the
producers,,who
raise-a less product, and find that, in consequence
of
the reduced demand, they really obtain less on the sale,'when the
tax comes to be deducted.
The pfrblic revenue gains the whole
excess of price to the consumer,
and the whole of the profit, which
the produce is thus compelled to resign.
The effect is analogous to
that of gunpowder,
which at the 'same time propels the bullet, and
makes the piece recoil.
By layir_E a tax upon the consumption
of woollens, their consum W
tion is reduced, and the revenue of the wool-grower
suffers in consequence.
It is true, he may take to a different kind of cultivation,
hut we may' fairly suppose, that, under all the circumstances
of soil
and situation, the rearing of sheep was the most profitable
kind of
culture;
otherwise, he would not have chosen it. A change in the
mode of cultivation
must, therefore, involve a loss of revenue.
But
the clothier and the capitalist will each be subjected to a portion of
the loss resulting from the tax.
Each concurrent
producer
is affected by a tax on an article of
consumption,
in proportion only to the share he may have in raising
the product taxed.
When the owner of the soil furnishes the greatest
part of the
value of g-product, as he does in respect to products consumed nearly
in.the primary state, he it is that bears the greatest part of that portion of the tax, which falls on the producers.
A duty of entry upon
the wine imported
into the towns, falls heavily upon. the winegrower ; but an exorbitant excise upon lace wilJ affect the flax-growe_
in a degree hardly perceptible ; whereas, all the other producers, .the
dealers, the operative
and speculative
manufacturers,
who create
the far greater proportion of the value of the lace, will suffer very
severely.
When the value of a product is partly of foreign, and partly of
domestic
creation,
the domestic
producers
bear nearly fhe wlaolc
burthen of the tax.
A tax upon cottons in France will reduce the
earnings of her cotton manufacturers,
bv lowerine
the demand for
their product ; thus, part of the tax will f'a]] on them. But the wa_o'es
of the productive agency of the cotton-growers
in America
will be
very little aflbcted indeed, unless there be a concurrence
of other
circumstances.
In fact, the tax would reduce the consumption
in
This shows the danger of adherence to invariable principle ; and of abandoning the experimental method of Smith, and constructing a system of theoretical
deduction, as some recent English writers have done, in imitation of the economists of the last century.
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France
lO per cent. perhaps, and demand in America 1 per cent.
only, if the demand from France _ere but one-tenth of the general
demand upon America.
The taxation of an object of consumpUon, if it be one of primary
necessity, operates upon the price of almost all other products,
and
consequently
fails upon the revenues
of all the other consumers.
An octroi upon meat, eorn, and fuel, at their entry into a town,
etdaances the price of every thing manufactured
in it; while a tax
utSon the tobacco there consumed makes no other commodity dearer;
the producers
and eonsumer_ of tobacco alone are affected; and for
a very plain reason ; the producer who indulges in superfluities
has
to maintain
a competition
with another, who abstains from them;
but, if he pays a tax upon necessaries,
he need tear no competition;
for his neighbours will be all in the same predicament.
The direct taxation
of the productive
classes must, g fortiori,
affect the consumers of their products, but can never raise the prices
of those products so much, as completely to indemnify the producer;
because, as I have repeatedly explained, the increased price abridges
the demand, and the contraction
of the demand reduces the profits
of all tim productive
agency, that_has been exerted in the supply.
Ot the concurrent
producers of a specific product, some can more
easily evade the effect of the tax than others. The eapitalist, whose
capital is not absolutely vested and sunk in a particular
business, may
withdraw it and transibr it elsewhere,
from a eoneern
that yields
him a reduced interest, or has become more hazardous.
The adventurer or master-manufacturer
may, in many eases, liquidate his
account,
and transfer his labour and intelligence
to some other
quarter.
Not so the land-owner
and proprietor
of fixed capital.*
An acre of vineyard or eorn-land will only produce a given quantity
of corn or wine, whatever be the ratio of taxation ; which may tak_
the ½ or even _ of the net produce, or rent as it is called, and yet
the land be tilled tbr the sake of the remaining ½ or ¼-t" The rent,
that is to say, the portion assigned to the proprietor, wilt be reduced,
hnd that is all. The reason will be manifest to any one, v;-ho considers, that in the ease supposed, the land continues
to raise and
supply the rimrket with the same amount of produce as before ; while
on the other hand, the motives
in which the demand
originates
remain just as they were._
If, then, the intensity of supply and
* Vide _uprg_, Book I. chap. 4. for the explanation of the mode, in which the
land-holder concurs in production by the advance of his land ; and must, there_
fore, be included amongst the productive classes.
JfThe cultivation need never be abandoned altogether, until taxation takes
more than the whole surplus product applicable to the payment of rent; it is
then worth nobody's while to cultivate at all ; for not only could the proprietor
receive nothing, the _hole being appropriated by the state; bu_ tne farmer
would be compelled to pay to the state a higher rent, than he could afford.
1:There is this peculiarity attending the products of agricultural industry, vi_.
that their average price is not raised by growing scarcity, because population i_
cure to decline 'co-extensively with the cleclining supply of human aliment; so
that the demand necessarily diminishes equally with the supply. Thus it is
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demand must both remain the same, in spite of any increase or
diminution
of the ratio of the direct taxation
upon the land, the
price of the product supplied will likewise remain unchanged,
and
nothing but a change of price can saddle the constmaer with any
portion whatever of that taxation._
:Nor can the proprietor
evade the tax even by the sale of the
estate ; for the price or purchase-money
will be calculated according
to the revenue which may be left him by taxation.
The purchaser
makes his estimate according to the not revenue, charges an&taxes
deducted.
If tbe ordinary interest on such investments of capital
be five per cent., an estate that before would have sold for 20,000
dollars, will fetch but 16,000 dollars when it comes to be charged
with an annual tax of 200 dollars; .for its actual product to the proIJrietor will not exceed 800 dollars. The effect is precisely the same,
as if government
were to appropriate
to itself 1-5 of the land in the
country;
which would make no difference at all to the consumers
of its produce, t
Btit property in dwelling-houses
is otherwise
circumstanced;
a
tax upon the ownership
raises the rents; for a house, or rather the
satisfaction it yields to the occupier, is a product of manufacture
and
not of land ; and the high rate of house-rent reduces the production
and consumption
of houses, in the like manner as of cloth or any
other manufactured
commodity.
Builders, finding their profits reduced, wilt build less; and consumers,
finding the accommodation
dearer, will content themselves with inferior lodging.
From all those circumstances,
we may judge of the temerity of
asserting
as a general maxim, that taxation falls exclusively_upon
any specific class or classes of the community.
It always falls upon
those who can find no means of evasion;
for every one naturally
tries to shift the burthen x)ff his own shoulders if possible ; but the
ability to evade it is infinitely varied, according
to the various forms
found, that wheat is dearer in those countries where great part of the land is
thrown out of tillage, than where it is all in a high state of cultivation. In
Spain, wheat is not now dearer, than in the time of Ferdinand and Isabella,
though it is there produced in much less abundance ; for the number of mouths
to be fed is also much less. On the contrary, the lands of both England and
France were less cultivated in the middle ages than at the present day ; and
their product of grain less abundant; yet it does not appear, from a comparison
of other values, that it was then much dearer than at present. The product and
the population were beth greatly inferior; and the slackness of demand counterbalanced the slackness of supply.
* It is a mistake to anppose, that the taxmust bear equally upon the proprietor
and the _atmer, who finds the requisite capital and industry; for taxation can
have no effect, either in reducing the quantity of land capable of cultlvatmn, or
in inultiplying the number of farmers, able and willing to undertake it; and, if
neither supply nor demand in this branch be varied, the ratio of the rent must
_eeds remain unaltered hkewise.
JfThe economists were quite correct in their position, that a land or terrltorml
mx falls wholly upon the net product, and consequently, upon the proprietors;
but they were wrong in extending the doctrine so tax as to assert, that all other
taxes were defrayed out of the same fund.

CJu_. _

_ON_.CONSUMPTION.

469

of assessment, and the position of each individual in the sorial
system. Nay, more; it varies at different times even in the same
channel of production.
When a commodity is in great request, the
holder witl not part with the possession, unless indemnified for all
his advances, of which the tax lie has paid is a part: he will take
nothing short of a full and complete indenmity. But, if any unlookedfor occurrence should happen to lower the demand for his product,
he will be glad enough to take the tax upon himself, for the sake of
quickening the sale. There are few thirigs so unsteady and variable,
as the.ratio of the pressure of taxation upo'n each respective class of
the community.
Those writers, who have maintained, that it bears
upon any one or more classes in particular, or in any fixed or certain proportion, have found their theory contradicted by experience
at every turn.
Furthermore, the effects I have been describing, and which are
equally consonant to experience and to reason, are uniform in their
operation and of equal duration with the causes in which they originate. The owner of land will never be able to saddle the consumers
of its produce with any part of his land-tax ; not so the manufacturer
A manufactured commodity will invariably feel a diminution in its
consumption, in conseq_lence of the price being raised by taxation,
supposing other circumstances to be stationary; and its production
will be a less profitable occupation.
A person, who is neither producer nor consumer of an object of luxury, will never bear any
portion whatever of the tax that may be laid upon it.--What, then,
must we think of a proposition, unfortunately sanctioned by the approbation of an illustrious body,* that has too much neglected'this
branch of science, namely, that it is of little importance whether a
tax press upon one branch of revenue or another, provided it be of
long standing; because every tax in the end affects every class of
revenue, iu like manner, as bleeding in the arm reduces the circulating blood of the whole human frame. The object of comparison
has no analogy whatever with taxation.
Social wealth is not a
fluid, tending constantly to find a level. It rather resembles the
vegetable creation, which admits of the loss of a limb without the
destruction of the trunk, and in which the loss is more to be lamented, if the branch be productive, than if it be barren.--But
the
tree will bear cutting and hackinv in every part, before it becomes
barren all over, or necessarily falls into decay.
This is a far more
apposite case ; but neither wiI1 do to reason upon. Comparisons are
not proofs, but mere illustrations, tending to make that intelligible,
which can be made out in proof without their assistance.
When speaking of taxes upon products, which I have sometimes
called taxes upon consumption, althou]h not paid entirely in all
cases by the consumer, I have hitherto made no mention of the
particular stage of proddction, at which the tax may be demanded,
* The French institute, which awarded the prize of merit to an Essay of M.
Canard, in support of this doctrine.
40
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Products increase in value progressively,
as they pass through the
hands of the different concurrent
producers:
and even the most
simple undergo a variety of modifications,
before they arrive at a
fit state for consumption.
Wherefore,
a tax doesnot
take the proportion of the value of a productwhich
it professes, unless it be
levied at the precise moment, when it has arrived at the full value,
and has undergone
all tl_e productive
modifications.
If a tax be imposed on the raw material in the outset,_roportioned,
not to its then
value, but to the value it is about to receive, the producer,
in whose
hands it happens to be, is obliged to advance a tax out of proportion
to the value in hand; which advance, besides being highly inconvenient to himself, is refunded with equal inconvenience
by every
successive producer, till it reach the hands of the last, who is in turn
but partially indemnified by the consume-.
And there is this further
mischief in such an advance of tax ; that Jt prevents the class of industry, which is called upon to make it, from being originally set in
motion, without a larger capita! than the nature of the business
requires;
and that the additional interest of the capital, which must
be paid, part by the consumers,
and part by the producers,
is so
much additional taxation, without any addition of public revenue.*
Thus, both theory and experience
lead to the conclusion precisely
opposite to that drawn by the sect of economists;
and show that portion of the tax, which presses upon the consumer's
revenue, to be
ahvays the more hurthensome,
the earlier it is levied in the process
of production.
Direct and personal taxes, which operate to raise the price of
necessaries,
or such as fall immediately
upon necessaries,
are liable
to this inconvenience
in the highest degree:
for they oblige each
producer to advance the personal tax on all the producers that have
preceded him : so that the same a,mount of capital will sot in motion
a smaller m:lmunt of industry ; and the tax-payers
pay the tax, plus
a compound interest upon it. yielding no benefi{ to the exchequer.
Nor is this mere theory : the neglect of these principles-has
oeeasinned may _rious
practical
errors;
like that of the Constituent
* The duty on the import of cotton intoTrance was, in 1512, as high as 200
dollars per bale, one hale with another. There were several manufactories everagmff a consumption of two bales per day; and as the amount of duty was a
dead outlay, during the whole interval between the purchase of the raw material
and the realization of the manufactured product, which may be taken at twelve
months, they must each have reqmred an additional capital of 120,000 dollars
more than would have been requisite but for the tax; the interest of which they
must have charged to the consumer, or have pard out of their own profits. The
whole of it was so much addition of price to the French consumer, and a_gravatton of'.the pressure of taxation, unproductive of a single ad(htional dollar to
the public revenue. The heaviest of the national burthens of that period were
Those that made the least figure in the annual budget of the ministry : the people
suffered, in very many instances, without knowing the nature of the grievance,
as in the example, just cited.
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Assembly of France, which carried to excess the system of direct
taxation, especially upon land; being misled by the prevailing and
fashionable doctrine of the economists ;--that land is the source of
all wealth, the agriculturist the only productive labourer, and France
naturally and essentially an agricultural country.
It seems Io me that, in the present stage of political economy, the
principles of taxation will be more correctly laid down as follows :
Taxation is the taking a portion of the general product of the
community, which never returns to the community in the channel
of consumption.
It takes from the community over and above the values actually
brought into the exchequer, the charges 5f collection, and the per
sonal trouble it entaiIs; together with all those values, of which it
obstructs the creation.
The privation resulting from taxation, whether voluntary or compulsory, affects the tax-payer in his quality of producer, whenever
it operates to curtail his profits; that is to say, his income or revenue; and affects him in his character of consumer, whenever it
increases his expenditure, by raising the prices of products.
And, since an increase of expenditure is precisely the same thing
as a diminution of revenue, whatever is taken by taxation mav be
said to be so much deducted from the revenues of the communi'tv.
In a great majority of cases, the tax-payer is affected by taxa{ion
in both his characters, of producer and consumer ; and, when he can
not manage to pay the public burthens out of his revenue, along with
his personal consumption, he must encroach upon his capital. When
this encroachment of one person is not counterbalanced by the savings of another, the wealth of the community must gradually decline.
The individual actually paying the tax to the tax-gatherer is not
always the party really charged with it, at least, not the party
charged with the'whole'that
is paid. He frequently does no more
than advance the tax, either wholly or partially; being afterwards
reimbursed by the other classes of the community, in a very complicated way, and perhaps after a vast variety of intermediate operations ; so th.at a great many persons are paying portions of the tax,
at a time @hen probably they least suspect it. either in the shape of
the advanced price of commodities, or of personal loss, which they
feel but can not account for.
The individuals, on whose revenues the tax ultimately falls, are
the real tax-payers, and contribute value greatly exceeding the sum
that is brought into the exchequer, even with the addition of the
charges of collection. The misconduct of the government in the
matter of taxation, is proportioned to this excess of the payment
above the receipt.
A country heavily taxed may be considered in _he same li_.ht as
one labouring under natural impediments to production.
With a
hea_'v charge of production, ir raises averr small product. Per
sor,al exertion, capital, and the productive agency of hind are all
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but poorly recompensed: and more is expended in earning a less
profit.
It is worth while onthis head to recur to the prinmples explained
in the preceding book,* when describing the difference between
positive and relative dearness.
High price resulting from taxation
is positive dearness: it indicates a smaller product raised by the
efforts of a larger amount of productive agency'. Besides which,
taxation generally occasions a cotemporary advance of commodities in comparison with silver; that is to say, raises their money
price: and for this reason; because specie is not an annual, regenerative product, like those that are swallowed up by taxation.
Government is not a consumer of specie, except when it happens to
export it for the payment of its armies, or foreign subsidies: it
refunds in the purchases it makes all the specie it obtains by taxation: but the value levied is never refunded.t
Wherefore, since
taxation paralyzes one part of the sources of production, and effeets
the rapid destruction of the product of the other, when its ratio is
excessive, it must gradually render products more scarce in proportion to the specie, which is not varied in quantity by the operation.
2qow, whenever the commodities to be circulated become fewer in
proportion to the specie lhat is to circulate them, their relative value
to the specie must rise; the same money will purchase a smaller
quantity of products.
It might be supposed, that such a superabundance of gold and
sil_'er specie ought to operate in exoneration of the public: vet it
can not have that effect; for, however plentiful it may be in proportion to other commodities, still individuals can only obtain it by
giving their own products in excha_nge, and the raising of those products has 'become more difficult and more costly.
Besides, when money-prices grow "high, and specie is consequently reduced in relative value, it gradually takes its departure,
and becomes scarcer, like all other commodities: and thus a country,
burthened with a taxation too heavy for its productive powers, is
first drained of its commodities, and next of its specie; till it gradually reaches the extreme of penury and depopulation.
_l'he careful study of these principles will give some insight into
the mode, in which the annual and really monstrous expenditure of
national governments, in modern times, has habituated the subject
to severer toil and exertion, without which it would be imposs_le
that, after providing for the subsistence, comfort, and pleasures of
himself and family, according to the habits of the time and place, he
should be able to meet the consumption of the state, and the collateral waste and destruction it occasions, the amount of which it is
tmpossible to ascertain, though in the larger states it is confessedly
enormous.
* BookII. chap. 8.
Forthereason
already
stated,
viz.
thatpurchases,
madewiththeproceeds
oftaxation,
areacts
o__.xchange,
andnotofrestitution.
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This very profusion, though it proves the vices and defccts of the
political system and organization,
has been attended with one advantage at any rate; it has operated to stimulate the approximation
t._
perfection kl the art of production,
by obliging mankind to turn the
natural agents to better account.
In this point of view, taxation ha_
certainly
helped to develope and enlarge
the human faculties;
so
that, when the progress of political science shall limit.taxation
to the
supply of real public wants only-, the improvements
in the art of
production will prove a vast accession
to human happiness.
But,
should the abuses and complexity
of the political system lead to the
prevalence,
extension, increase, and_consolidation
of oppressive and
disproportionate
taxation, it is much to be feared, that it may plunge
again into barbarism
those nations, whose productive
powers are
now the most astonishing;
and the condition of the ]abouring classes,
who are always the bulk of the community,
may in such "nations
present a picture of drudgery
so incessant and toilsome, as to
them cast a wistful Rye upon the liberty of sat,,age existence ; _ hich,
though it offer no prospect of domestic comfort, at least promises
emancipation
from perpetual exertion to supply the prodigality of a
public expenditure,
yielding to them no satisfac6on,
and, perhap_
even operating to their prejudice. (a)

ako

Of Taxation in Kind.
Taxation in kind is the specific and immediate appropriatmn
of a
portion of the gross product to the public service.
It has this advantage,
of calling on the producer only _or what he
(a) This ground of apprehension is certainly just. It has been doubted by
many pohtical theorists, _'hether the total remission of taxation would operate
to improve the coildition oFthe inferior productive classes : inasmuch, as all that
is now paid into the pul_lic exchequer, would quickly be appropriated by the
classes, who should happen to be in possession of those sources and means of
production, which are capable of exclusive appropriation ; and the owners of mere
personal agency would nowise benefit. But it should be observed, that private
persons have an immediate personal interest in making the most of their property ;
and will, on their own account, so conduct themselves, as to promote their own
advantage, which is the advantage of the public also, where equality of personal
right prevails. Wherefore, the strongest irripulse of private cupidity can never
operate to retard the advance of productive power and national wealth, or to
make them retrograde ; but just the contrary. Thus, although the present condition of the mere labourer might not be improved, his means of bettering his
¢on&tion would be enlarged, by the growing increase of wealth, and by greater
freedom of personal agency. The extortion of private cupidity, unaided by
authority, must, for its own sake, regulate itself by the abihty of the object of
it: but that of pubhc authority is inexorable, and is restrained by no consideration of immediate personal interest. Besides, personal suffering, occasi-ned by
the hard-heartedness of primate task-masters, is not so strong an incent;ve of
•odium against public authority, as where that authority is itse.f tbe ostensib..e
task-master. T
40 *
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has actually in hand, in the identicM shape which 'it happens to be
under. Belgium, after its conquest by France, found kself at times
unable to pay its taxes, in spite of abundant crops; the war, and the
prohibiIion of exportation, obstructed the sate of its producei which
the goverriment enforced by demanding payment in money ; whereas,
the taxes might has'e been collected without difficulty, had the
government been content to take payment in kind.
It has the further advantage of making it equally the interest Qf
government and of the farmer to obtain plentiful crops, and improve
the national agriculture. The levying of taxes in kind in China, was
probably the origin of the peculiar encouragement, bestowed by its
government upon the agricultural branch of production.
But, why
favour one branch, When all are equally,entitled to protection, beoause all contribute to bear the public btirthens ? And, why has not
government an equal interest in supporting the other branches,
which it tal_es tile trouble of extinguishing ?
It has hkewise tile advantage of excluding all exaction and injustice in the collection ; the il_dividual, when tie gathers in his harvest,
¢nows exactly what he has to pay ; and the state knows what it has
to receive.
This tax, which might appear at.first sight.to.be of all others the
most equitable, is nevertheless of all others the most inequitable ; for
it makes no allowance for the advances made in the course of pro
duction, but is taken upon the gross, instead of the net, product
Take two farmers in diflbrent branches of cultivation ; the one farm
lug tillage-land of moderate quality; his expenses of cultivation,
amounting, one year with another, say to 1600 dollars, and the gross
product of his farm, say to 2400 dollars, so as to yield him a net product of 800 dollars only ; the other farming pasturage or wood-land,
yielding a gross product of precisely the same amount of °400 dollals: with an expense of cultivation, amounting, perhaps, to but 400
dollars, leaving him a net product, one year with anc_ther, of 2000
dollars. Suppose a tax in kind to be imposed-in the ratio of 1-1'2 of
the annual product of land of all descriptions indiscriminateh-. The
fdrmer will ha_;e to pay in sheaves of corn to the amount of ')OOdollars; the latter will pay, in cattle or in wood, an equal value of 200
dollars. What is the result ? The one will have paid the fourth part
of a net revenue of 800 dollars ; the other but a tenth part of a net
revenue of 2000 dollars.
The revenue, that each person has for his own share, is the net
residue only after replacing the capital he has embarked, whatever
may be its'amount.
Is the gross amount of the sales he effects in
the year the an0ual income of the merchant ? Certainly not; all
the income he gets is the surplus of his receipts above his advances; on this surplus alone can he pay taxes, without ruin to his
concerns.
The ecclesiastical tithe levied in France under the old system
was liable to this inconvenience in part only. It attached neither
upon meadow, nor wood-land, nor kitchen-ground, nor many other
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kinds of culti_atlon; and in some p]aces was 1-18, in others 1-15
or 1-10 of the gross product; so that the real, was corrected by the
apparent inequality.
The marechal de Vaubam in his work entitled, Di.rime Royale, a
hook replete with just views, and well w_rth the study of those
who manage national finances, proposes a tax of 1-20 of the product of the land, which, in times of great emergency, might be
raised to 1-10. But this proposition was made as a st_L_stitutefor a
still more inequitable system: namely, the saddling of the lands of
the commonalty with the whole tax, and altogether exempting the
lands of the nobles and clergy. The public-spirited writer, who
had occasion, in his character of engineer, to become personally
acqtrainted with every part of France, speaks most feelingly of tne
hardships resulting from the land-tax(a) of those days. And there
is no doubt, that the adoption of his plan at that time would have
been a vast relief to the country.
But it was disregarded.
Why?
Because every courtier had an interest to resist it: and this fine
country was left to flounder through its distresses. The conse:luence was, a heavier loss of population from famine, than from the
sword, in the war of the Spanish succession.
The difficulty and expense of collection, together with the abuses
to which it is l_able, are another objection to taxation in kind. The
immense number of agents must open a fine field for peculation.
The government may be imposed upon, in respect to the amount
collected, upon the subsequent sale and disposal, in respect to the
quantity damaged, as well as in the charges of storing, preservation
and carriage.
If the tax be farmed to contractors, the profits and
expenses of numberless farmers and contractors must all fall upon
the public. The prosecution of the farmers and contra_ors would
require the active vigilance of administration. 'A gentleman of
great fortune,' says Smith,' who lived in the capital, would be in
danger of suffering much by the neglect, and more by the fraud, of
his factors and agents, if the rents of an estate in a distant province
were to be paid to him in this manner. The lo_ of the sovereign,.
from the abuse and depredation of his tax-gatherers, would necessarily be much greater.'*
Various other objections have been urged against taxation in
kind, which it would be useless and tedious to enumerate. 1 shall
only take the liberty of remarking the violent operation upon relative price, which must follow from so vast a quantity of produce
bein_ thrown upon the market by the agents of the public revenue,
who are notoriously equally improvident as buyers and as sellers.
The necessity of clearing the storehouses to make room for the
fresh crop, and the ewer urgent demands upon the pub)it prose.
would oblige them to sell below the level, to which the prme would
* I¥ealth of Nations, bookv. c. 2. art. I.
(a) Taille ; forthe explanationof this tax, v/de Wealtt_of Nations,bookv c
.R.art. 2. T.
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naturally be brought by the rent of the land, the wages of labour,
and the interest o( the capital, engaged in agriculture; and private
dealer,s would be unable to maintain the competition.
Such taxaUon
not only takes t'rom the cukivator a portion of his product, but pJevents his turning the residue to good account.

SECTION
IV.
Of the Territorial or Land-Tax of England.
In the year 1692, whic, was four years after the happy revolution, that placed the prince of Orange upon the British throne, a
general valuation was made of the income of all the land in the
country; and, upon that valuation, the land-tax continues to be
levied to this day; so that the tax of tbur shillings in the pound,
upon the rents of land, is a fifth of its rent in 1692, and not of the
actual rent at the present day.
It may easily be conceived how much this tax must operate to
encourage improvements of the land.
An estate that has been
improved so as to double the rent, does not pay double the originm
tax ; neither does it pay a les_ tax if it be suffered to fall into neglect
and impoverishment; thus, it operates as a penalty upon negligence.
To this fixation of the tax, many writers attribute the high state
of tile cultivation of the land in England : and doubtless it may have
done much to promote improvement.
But, what would be thought
of a government that should say to a tradesman in a small way of business, "You are trading in a small way upon a small capital, and consequently pay very little in direct taxes. Borrow, and enlarge your
capital, extend your dealings, and increase your profits as much as you
can, and we will not charge you with any increase of taxes. Nay, further, when your heirs succeed to the business, and have still further
extended it, they shall be assessed at precisely the same rate, and shall
continue subject to the same taxes only." All this might be a vast
encouragement to trade and manufacture;
but would there be any
equity in such a proceeding ? and might they not advance without
such assistance? Has not England herself presented the example
of a still more rapid improvement in commercial and manufacturing
industry, without any such unjust partiality? A land-owner, by
attention, economy, and intelligence, improves his annual income to
the amount, say of 1000 dollars: if the state claim a fifth of this
advance, there will still be a bonus of $00 dollars to stimulate and
reward his exertians.
It would be easy to put eases, in which the tax, becoming by its
fixation disproportionate to the means of the tax-payers and" the
condition of the soil, might be productive of as much mischief, as
it has done good in other instances: where it would operate to
throw out of cultivation a class of land,that, by one cause or other, had
become incompetent to pay the same ratio of taxation. We have
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seen an example of this in Tuscany.
There, a census or terrier was
made in 1496, wherein
the plains and valleys were rated very low,
on account of the frequent floods and inundations,
which prevented
any regular and profitable cultivation ; while the uplands, that were
then the only cultivated
spots, were rated very high.
Since then,
the torrents and inundations
have been confined by drainage
and
embankment,
and the plains reduced
to fertility;
their produce,
being comparatively
exempt from tax, came to marke't cheaper than
that of the uplands, which, consequently,
were unable to maintain
the competition,
under the pressure
of disproportionate
taxation,
and have gradually been abandoned
and deserted.*
Whereas,
had
the tax been adjusted to the change of circumstances,
both might
have been cultivated together.
In speaking of a tax, peculiar to a particular nation, I have u_.ed
it merely in illustration of general and universal principles.

CHAPTER IX.
OF

NATIONAL

SECTION

DEBT.

L

Of the Contracting Debt by National Authority, and of its general Effect.
TnER_ is this grand distinction between an individual borrower
and a borrowing
government,
that, in general, the former
borrows
capital for the purpose'of
beneficial employment,
the latter tbr the
purpose of barren
consumption
and expenditure.
A nation borrows, either to satisfy an unlooked-for
demand, or to meet an extraordinary emergency;
to which ends, tile loan may prove effectual
or ineffectual:
but, in either case, the whole sum borrowed
is so
much value consumed
and lost, and the public revenue remains
burthened with the interest upon it.
Melon maintains, that a national debt is no more than a debt from
the right hand to the left, which nowise enfeebles the body politic.
But he is mistaken;
the slate is enfeebled, inasmuch as the capital
lent to its ,_overnment,
having been destroyed in the consumption
of it by the government,
can no longer yield any body the profit,
or in other words, the interest, it might earn, in the character
of a
productive
means.
Wherewith,
then, is the government
to pay the
interest of its debt ? Why, with a portion of the revenue arising
* Forbonnois, Principes et Observ. &c. tom. ii. p. 247.
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from some other source, which it must transfer from the tax-payer
to the public creditor for the purpose. ,
Before the act of borrowing, there will have been in existence
two productive capitals, each of them yielding, or capable of yielding, revenue ; that is to say, a capital about to be lent to government,
and a capital whereon the future tax-payers derive ttiat revenue,
which is about to be applied in satisfaction of the interest upon the.
capital lent. After the act of borrowing, there will remain but one
of timse capitals; viz. the latter of the two, whereof the revenue is
thenceforward no longer at the disposal of its former possessors,
the present tax-payers, since it must be taken in some form of taxation or other by the government, for the sake of providing the
payment of interest to its creditors.
The lender loses no part of
his revenue: the only loser is the payer of taxes.
People are apt to suppose, that, because national loans do not
necessarily occasion any diminution of the national money or specie,
therefore, they occasion, not a loss but merely a transfer, of national
wealth. With a view to the more ready exposure of this fallacy, I
have subjoined a synoptical table, showing what becomes of the sum
berrowed, and whence the public creditor's interest is satisfied.*
When a government borrows, it either does or does not engage
to repay the principal. In the latter case, it grants what is called
a perpetual annuity. Redeemable loans are capable of infinite
variety in the terms. The principal is contracted to be repaid,
sometimes gradually. ,'rodin the way of lottery ; sometimes by instalmerits payable together with the interest, sometimes in the way of
increased interest, with condition to expire on the death of the
lender; as in the case of tontines and life-annuities, whereof the
latter determine on the death of the individual lender; whereas, in
tontines, the full interest continues to be divided amongst the survivors, until the whole of the lives have expired.
Tontines and life-annuities are very improvident modes of borrowing; for the borrower remains throughout liable to the fi]ll rate
of interest, although he annually repays a part of the principal.
Besides, they savour of immorality; offering a premium to egotism,
and a stimulus to the dilapidation of capital, by enabling the lender
t¢_ consume both principal and interest without fear of personal
beggary.
The governments best acquainted with the business of borrowing
and lending have not, of late years at least, given any engagement
to repay the principal of the loan. Thus, public creditors have no
other way of altering the investment of their capital, except by
selling their transferable security, which they can do with more or
less advantage to themselves, according to the buyer's opinion ot
the solidity of the debtor government, that has gran[ed the perpetual
,nnmty._- Despotic governments have always found a great diffi* Vide App. A.
In the next section it will be explained how an uaredeemabledebt may be
extin._uishedby purchase at the market price.
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culty in negotiating such loans. Where the sovereign is powerful
enough to violate his contracts at pleasure, or where there is a mere
personal contract with the reigning monarch, with a risk of disavowal by the successor, lenders are loth to advance their money,
without a near and definite period of payment.
The appointment to posts and offices, under condition of an annual
. payment, or of deposit for which the government engages to pay
interest, is a mode of borro_ing in perpetuity, in which the loan is
compulsory.
When once this paltry expedient is resorted to, it requires very lktle ingenuity to find plausible grounds, ibr converting
almost every occupation, down to the dust-man and street-porter,
into patent and saleable olfices.
Another mode of borrowing is, by the anticipation of revenue.
by which is meant, the assignment by a government of revenues not
yet due, with allowance in the nature of discount, the taking up money in advance from lenders, who charge a discount proportionate
to the risk they run from the instability of the government and possible deficiency of the revenue.
Engagements of this kind contracted by a government, and satisfied either out of the revenue when
collected, or by the issue of fresh bills upon the public treasury, constitute what bearsthe uncouth English denomination of floatin'g debt ;
the consolidated debt being that, whereon the creditor can demand
the interest only, and not the principal.
National loans of every kind are attended with the universal disadvantage of withdrawing capital from productive employment, and
diverting it into the channel of barren consumption; and, in countries where the credit of the government is at a low ebb, with the
further and particular disadvantage, of raising the interest of capital.
Who can be expected to lend at 5 per cent. to the farmer, the manufacturer, or the merchant, while he can readily get an ofibr of 7 or
8 per cent. from the govermnent? That class of revenue which has
been called, profit of capital, is thereby advanced in its ratio, at the
expense of the consumer: the consumption falls off, in consequence
of the advance in the real price of products ; the productive agency
of the other sources of production are less in demand, and consequently worse paid ; and the whole community is the sufferer, with
the _ole exception of the capitalist.
The ability to borrow affords one main advantage to the state,
namely, the power of apportioning the burthen entailed by a sudden
emergency among a great number of successive years. In the present state of public affairs, and on the present scale of international
warfare, no country could support the enormous expense from its
ordinary annual revenue. The larger states pay in taxation nearly
as much as they are able ; for economy is by no means the order of
_he day with them; and their ordinary expenditure seldom falls
much short of the income. If the expenditure must be doubled to
save the nation from ruin, borrowing is tlsuallv the only res,_t_rce
unless it can make up its mind to violate all subsisting engagements
and be guilty of spoliation of its own subjects and foreigners too
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The faculty of borrowing
is a more powerful agent, than even ganpowder;
but probably the gross abuse that is made of it, will soon
destroy its efficacy.
Great pains have been taken, to find in the system of borrowing,
as well as in taxation, some inherent advantage
beyond that of supplying the public consumption.
But a close examination
will expose
the hc, pelessness of such an attempt.
It aas been maintained, for instance, that the debentures and securities, which form a national
debt, become
real and substantial
values, existing within the community;
that the capital, of which
they are the evidence or representative,
is so much positive wealth,
and must be reckoned as an item of the total substance of the nation. _*
But it is not so; a written contract or security is a mere evidence,
that such or such property
belongs to such an individual.
But
wealth consists in the property itself, and not in the parchment,
by
which its ownership is evidenced ; therefore afortiori,
a security is
not even an evidence of wealth, where it does not represent
an
actual existing value, and when it operates as a mere power of attorney from the government
to its creditor, enabling him to receive
annually a specified portion of the revenue expected to be levied upon
the tax-payers
at large.
Supposing the security to be cancelled, as
it might be by a national bankruptcy,
would there be any the least
diminution
of wealth in tile community?
Undoubtedly
not.
The
only difference would be, that the revenue, which before went to the
public creditor, would now be at the disposal of the tax-payer, from
whom it used to be taken.
Those who tell us, that the annual circulation
is increased by the
whole amount
of the annual disbursements
of the government,'[
forget that these disbursements
are made out of the annual products
and are a portion of the annual revenue, taken from the tax-payer,
which would have been brought into the general circulation just the
same, although
no such thing as national debt had existed.
The
tax-payer
would have spent what is now spent by the public creditor ; that is all.
The sale or purchase
of debentures
or securities is not a productive circulation,
but a mere substitution
of one public creditor
in
place of another.
When these transfers degenerate
into stock-jobbing, that is to say, the making of a profit by the rise and fall ot
their price, they are productive
of much mischief; in the first place,
by the unproductive
employment
on this object of the agent of circulation, money, which is an item of the national capital ; and, in the
* Considerations sur les Advantages derExistence d'une Dette publique, p. _.
_,The transferable nature of these securities does not invest them with the
provorties of money, since they do not act in that capacity. But the use &convertible paper, as money, operates to create a positive addition to the total na
tmnal capital, because, but for their agency in the transfer of value in general
It must be executed by specie, or some equally substantial item of capital. Go
vernmen_ debentures of stock require money to circulate them, instead of acting
theansdves as money.
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next, by procuring a gain to one person by the loss of another ;
which is the characteristic of all gaming.
The occupation of the
stock-jobber yields no new or useful product; consequently having
no product of his own to give in exchange, he has no revenue to
subsist upon,,but what he contrives to make out of the unskiifulness
or ill-fortune of gamesters like himselfi
A national debt has been said to bind the public creditors more
firmly to the government, and make them its natural supporters by
a sense of common interest; and so it does, beyond all doubt. But,
as this common interest may attach equally to a bad or a good government, there is just as much chance of its being an injury, as a
benefit to a nation. If we look at England, we shall see a vast number of well-meaning persons, induced by this motive to uphold the
abuses and misgovernment of a wretched administration.
It has been further urged, that a national debt is an index of the
public opinion, respecting the degree of credit which the government
deserves, and operates as a motive to its good conduct, and endeavours to preserve the public opinion, of which such a debt furnishes
the index. This can not be admitted without some qualification.
The good conduct of government in the eyes of the public creditors,
consists in the regular payment of their own dividends ; but in the
eyes of the tax-payers, it consists in spending as little as possible.
The market-price of stock does, indeed, furnish a tolerable index of
the former kind of good conduct, but not of the latter. Perhaps it
would be no exaggeration to say, that the punctual payments of the
dividends, instead of being a sign of good, is in numberless instances
a cloak to bad, government; and, in some countries, a boon for the
toleration of frequent and glaring abuses.
Another argument in favour of national debt is, that it affords a
prompt investment to capital, which can find no ready and profitable
employment, and thus must, at any rate, prevent its emigration.
If
it do, so much the worse : it is a bait to tempt capital towards its
destruction, leaving the nation burthened with the annual interest.
which government must provide. It is far better that the capital
should emigrate, as it would probably return sooner or later: and
then its interest for the mean time will be chargeable to foreigners.
A national debt of moderate amount, the capital of which should
have been well and judiciously expended in useful works, might
indeed be attended with the advantage of providing an investment
for minute portions of capital, in the hands of persons incapable of
turning them to account, who would probably keep "hem locked up,
or spend them by driblets, but for the convenience of such an investment. This is perhaps the sole benefit of a national debt ; and even
this is attended with some danger ; inasmuch as it enables a govern.
ment to s0nander the national savings. For, unless the principal be
spent upon objects of permanent public benefit, as on roads, canals.
or the like, it were better for the public, that the capital should re.
main inactive, or concealed ; since, if the public lost the use of it, at
least it would not have to pay the interest.
41
8L -
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Thus, it may be expedient to borrow, when capital must be spent
by a government, having nothing but the usufruct at its command
but we are not to imagine, that, by the act of borrowing, the public
prosperity can be advanced.
The borrower, whether a sovereign,
or an individual, incurs an annual charge upon his revenue, besides
impoverishing himself to the full amount of the principal, if it be
consumed; and nations never borrow but with a view to consume
outright.

SEc'rtos II.
Of public Credit, its Basis, and the Circumstancesthat endange_ its _olidity.
Public credit is the confidence of individuals in the engagements
of the ruling power, or government.
This credit is at the extreme
point of elevation, when the public creditor gets no higher interest,
than he would by lending on the best private securities ; which is a
clear proof, that the lenders require no premium of insurance to
cover the extra risk they incur, and that in their estimation there is
no such extra risk. Pu]31ic credit never reaches this elevation, except where the government is so constituted, as to find great difficulty in breaking its engagements, and where, moreover, its resources are known to be equal to its wants ; for which latter reason,
public credit is never very high, unless where the financial accounts
of the nation are subject to general publicity.
Where the public authority is vested in a single individual, it is
next to impossible, that public credit should be very extensive : for
there is no security, beyond the pleasure and good faith of the
monarch.
When the authority resides in the people, or its representatives, there is the further security of a personal interest in the
people themselves, who are creditors in their individual, and debtors
in their aggregate character; and therefore, can not receive in the
former, without paying in the latter. This circumstance
alone
would lead us to presume, that now, when great undertakings are
so costly as to be effected by borrowing alone, representative g,overnments will acquire a marked preponderance in the scale of
national power, simply on account of their superior financial resources, without reference to any other circumstance.
In one light, the obligation5 of government inspire more confidence than those of individuals, that is to say, by the greater solidity
of its resources.
The rcsources of the most responsible individual
may fail sudden]y and totallv, or at least to such an extent, as to
disable him from performing" his engagements.
Numerous commercial, failures, political or national calamities,
htigation, fraud or violence, may ruin him entirely; but the suppims of a _-overnment are derived from such various quarters, that
fl_eindividual calamities of its subjects can operate but partially upon
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the revenue of the state. There is also another thing, that facilitate_
the borrowing of government even more than the credit it is fairly
entitled to ; and that is, the great facilitv of transfer presented to the
stockholder. Public creditors always reckon upon the possibility of
withdrawing by tile sale of their debentures, before the occurrence
of embarrassment or bankruptcy; and, even where they contemplate
such a risk, generally consider some advance of the rate of interest
a sufficient premium of insurance against it.
Moreover, it is observable, that the sentiments of lenders and
indeed of mankind upon all occasions, are more powerfully operated
upon by the impressions of the moment, than by an)- other motive;
experience of the past must be very recent, and the prospect of the
future very near, to have any sensible effect. The monstrous breach
of faith on the part of the French government in 1721, in regard to
its paper-money and the Mississippi share-holders, did not prevent
the ready negotiation of a loan of 200,000,000 liv. in 1759; nor did
the bankrupt measures of the Abb_ Terrai in 1772 prevent the
negotiation of fresh loans in 177S and every subsequent year.
In other points of view, the credit of individuals is better founded
than that of the governmentThere is no compulsory process
against the latter, for the breach of its engagements ; nor do governments ever husband the national resources with nearly the care and
attention of individuals. Besides, in the event of external or internal
subversion, individuals may withdraw their property from the wreck
much better than governments can.
Public credit affords such facilities to public prodigality, that
many political writers have regarded it as fatal to national prosperity. For, say they, when governments feel themselves strong in
the ability to borrow, they are too apt to intermeddle in every
political arrangement, and to conceive gigantic projects, that lead
sometimes to disgrace, sometimes to glory, but always to a state of
financial exhaustion; to make war themselves, and stir up others
to do the like; to subsidize every mercenary agent, and deal in the
blood and the consciences of mankind ; making capital, which should
be the fruit of industry and virtue, the prize of ambition, pride, and
wickedness.
A nation, which has the power to borrow, and vet is in a state of
political feebleness, will be exposed to the requisitions of its more
powerful neighbours.
It must subsidize them in its defence; must
purchase peace; must pay for the toleration of its independence,
which it generally loses after all; or perhaps must lend, with the
certain prospect of never being repaid.
These are by no means hypothetical cases: but the reader is left
to make the application himselI:
By the establishment of sinking-funds, well-ordered governments
have found means to extinguish and discharge their redeemable
debt. The constant operation of this contrivance contributes more
than any thing else to the consolidation of public credit. The mode
of proceeding is simply this:
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Suppose that the state borrows 100 millions of dollars at an inierest orb per cent. ; to pay that interest, it must appropriate
a portion
of the national revenue to the amount of 5 millions of dollars.
For
this purpose, it usually imposes a tax calculated
to produce this
sum annually.
If the tax be made to produce somewhat more, say
5,462,400 dollars, and the surplus of 462,400 dollars be thrown into
a particular
fund, and laid out annually, in the purchase
of government debentures
to that amount in the market, and if, moreover,
in
addition to this surplus, the interest likewise upon the debt thus
extin, guished, be annually employed
in such purchases,
the whole
principal debt will be extinguished
at the end of fifty years.
This
is the mode in which a sinking-fund
operates.
The efficacy of this
expedient depends upon the progressive
power of compound
interest; that is to say, the gradual augmentation
of the interest of
capital, by the addition of interest
upon the arrears
of interest,
reckoned from certain stated periods.
It is obvious, that, by an annual instalment of not more than 10
per cent. upon its own interest, the principal of a debt bearing an
interest of 5 per cent. may be extinguished
in less than 50 years.
However,
the sale of the debentures being voluntary, if the holders
will not sell at par, that is to say, at 20 years purchase, the redemption, in this way, will take somewhat
longer time; but this very
state of the market will be a convincing proof of the high ratio of
national credit.
On the other hand, if the credit decline, so that the
same sum will purchase a larger amount of debentures,
the extinction of the debt will be effected in a shorter period.
So that the
lower public credit falls, the more powerful is the operation of a
sinking-fund
to revive it; and that fund grows less efficient, exactly
m proportion
as it becomes less requisite.
To the establishment
of such a fund, has the long-continued
public
credit of Great Britain been attributed,
and her ability still to go on
borrowing,
in spite of a debt of more than 800 millions sterling. (1)
(1) In a note, here subjoined, the author stated the amount of the British national debt, in the year 1815, on the authority of a speech made in parliament
in February, of that year, by the chancellor of the exchequer, Mr. Vansittart.
We now have it in our power, in place of the note in question, to furnish the
reader with an exact statement of the British national debt, from its commencement, at the revolution of 1688, to the 5th of January, 1832. The abstract we
give is extracted from the Tables to Part II. of "Pebrer on the Taxation, Debt,
Capital, Resources, &c. of the whole British Empire," a work which we before
had occasion to refer to, and of the highest statistical authority.
Pounds sterling,
National debt at the revolution, 1688, - .......
664,263
Increase during the reign of William and Mary,
- - - - 15,730,489
Debt at accession of Anne, 1702,
.........
Increase during reign of Anne, ..........

16,394,702
37,750,661

Debt at accession of George I., 1714,
Decrease during reign of George I.,

54,145,363
2,053,L28

........
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And doubtless this it is, that has made Smith declare sinking-funds,
_vhich were contrived expressly to reduce national debt, the main
instruments
of their increase.
Had not governments
the happy
knack of abusing resources
of every kind, they would soon grow
too rich and powerful.
A sinking-fund
is a complete delusion, whenever
a government
continues
borrowing on one hand, as much as it redeems
on the
other; and afortiori,
when it borrows
more than it redeems, as
tEimne!
an dhas Z_
tvaentItYh:O:e,oSm e,,e ft_e yean_ ilng?_ut_ be
the derived,
present
whether it be merely the product of a fresh tax, or that product,
augmented
by the interest on the extinguished
debt, if the government borrow a million for every million of debt that it pays off, it
creates an annual charge of precisely the same amount as that extinguished:
it is precisely
the same thin_, as lendin_ to itself the
million devoted to the purpose of redem-ption.
IndeXed, the latter
course would save the expense of the operation.
This position has
been fully established in an excellent work, by professor Hamilton,*'
which is quite conclusive upon the subject.
The enormous burthens
* On the National Debt of Great Britain.
Debt at accession of George II., 1727,
Decrease during the peace, ...........

8vo., Edinburgh, 1813.
.......

52,092,235
5,187,612

Debt at commencement of Spanish war, 1739,
Increase during the war, ............

-

-

-

46,954,623
81,338,689

Debt at end of Spanish war, 1748, Decrease during the peace, - ..........

.......

78,298,812
3,721,472

Debt at commencement of war, 1755,
Increase during the war, - ...........

.......

74,571,$40
72,111,004

Debt at conclusion of the peace, 1762,
Decrease during the peace, - ..........

-

......

146,68"2,844
10,739,793

Debt at commencement of American war, 1776, Increase during the war, - ...........
Debt at conclusion of American war, 1753,
Decrease during the peace, ...........

-

....

-

- -

1_5,943,051
102,541,819
235,4S4,570
4,751,261

Debt at commencement of French revolutionary war, 1793, 233,733,609
Increase during the war, ............
295,105,668
Debt at peace of Amiens, 1st February, 1S01, Increase during the second war,
- ........

....

525,53.9.277
3_5,_,164

Debt at peace of Paris, 1st February, 1S16,
Decrease since the peace, ...........

....

864,822,441
82,155,297

Debt on 5th January, 1832,
Equal to 3,756,S02,723 dollars.
41"

......

-

.C782,667,234
._=_cAlq EI)rroL

t
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of the people of England, the scandalous abuse its government
1"_
made of the power of borrowing,
and her substitution of paper-money in place of specie, will have produced
some benefit at least;
inasmuch
as they have assisted
the solution of many problems,
highly interesting
to the happiness of nations, and given warning to
all future generations,
to beware of the like excesses.
It must be evident, that the grand requisite to the efficiency of
a sinking-fund is, the punctual and inviolable application of the sums
appropriated
to the purpose of redemption.
Yet this has never been
rigidly adhered to, even in England, where consistency and good
faith to the creditors
are a point of honour with the government.
So that English writers put no faith in the extinction of the debt by
the operation of the sinking-fund : nay, Smith makes no scruple of
declaring,
that national debts have never been extinguished
except
by national bankruptcy.
It has been sometimes a matter of speculation, to inquire into the
effect of a national bankruptcy
upon the relative condition
of individuals, and the internal economy of the nation.
In ordinary cases,
when a government
commits art act of bankruptcy,
it adds to the
revenues
of the tax-payers
the whole amount that it discontinues
paying to the public creditors.---Nay,
it goes somewhat further:
for
it remits likewise the charges
of collection and management
of the
• revenue and the debt.
A nation burthened
with 100 millions of
annual interest on its debt, whereon
the charges above mentioned
should amount to 30 per cent. _*more, might by a bankruptcy
rdmit
to the tax-payers
130 millions, while it stript its creditors of 100 millions only.
In England
the effect would be more complicated;
because she
does not pay the dividends on her debt wholly out of the annual
proceeds of taxation ; at least, not at the moment of my writing ; but
annuall_ borrows a sum nearly equal to the interest of her debt.']"
Were she to commit an act of bankruptcy,
the annual loans of 40
millions sterling, more or less, would be withdrawn
from unproductive consumption by the public creditors,
and be applicable
to the
purposes of re-productive
consumption : for it may fairly be supposed, that the capitalists who accumulate
and lend to the state, would
look out for some profitable investment.
In this point of view, the
operation would tend vastly to the increase
of the national capital
and revenue : but the execution would be attended with very disastrous immediate
consequences
: for this annual amount of 40 millions would be withdrawn
from the class of consumers, who have
no other means of subsistence, and would be utterly unable to make
* In England and the United States they are not nearly so high in proportion :
out the ratio is even higher in some states that shall be nameless.
_"Colquhoun, Wealth, Power, and Resources of the British Empire, 4to. London, 1814. Stokes, Revenue and Expenditure of Great Britain, London, 1815.
Should a continuance of peace enable her to square her income with her annual
expenditure, inclusive of the interest of her debt, it would still afford no relief_
but merely arrest the farther progress of the evil.
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_od their losses in any other way, for want of both personal indus
_y, and of the command of capital.
A bankruptcy
would probably obviate the necessity of fresh loans ;
_out would not release an atol_ of the former taxation, where the
interest of the debt is habitually paid, not with the proceeds of taxation, but with new loans.
Thus, the burthens of the people would
not be alleviated, * nor the charges of production
reduced:
consequently there would be no sensible reduction in the price of commodities; nor would British products find a readier market either at
home or abroad.
The classes liable to taxation would be diminished
in numerical
s_ength,
by the whole of the suppressed stockholders
; and taxation
less productive,
although not lower in ratio.
The 40 millions of
revenue, withdrawn
from the public creditors, would pay taxes only
upon the annual profit or revenue, they might yield in the character
of productive capital.
The ruin of the public creditors would be
attended with abundance
of collateral distress ; with private failures
and insolvency
without end; with the loss of employment
to all
their tradesmen
and servants, and the utter destitution
of all theiJ
dependants.
On the other hand, if she persevere in borrowing to pay the interest of the former loans, that interest and with it taxation also, must
go on increasing
to infinity.
It is impossible to avoid a precipice,
when one follows a road that leads nowhere else.
The potentates of Asia, and all sovereigns, who have no hopes of
establishing a credit, have recourse to the accumulation
of treasure.
l_reasure is the reserve of past, whereas a loan is the anticipation
o!
_'uture revenue.
They are both serviceable
expedients in case of
emergency.
A treasure does not always contribute to the political security of
its possessors.
It rather invites attack, and very seldom is faithfully
applied to the purpose for which it was destined.
The accumulation of Charles V. of France fell into the hands of his brother, the
duke of Anjou; those which pope Paul I]. destined to oppose the
Turkish arms, and drive them out of Europe, supplied the extravagancies of Sixtus IV. and his nephews.
The treasures amassed by
Henry IV., for the humiliation
of the house of Austria, were lavished u[Ton the favourites
of the queen-mother
: and, at a later period,
we have seen the political power of Prussia brought into imminent
hazard by those very savings, which were destined by Frederick
III. to its'consolidation.
The command
of a large sum is a dangerous
temptation
to a
national administration.
Thou__h accumulated
at their expense, the
people rarely, if ever profit bv it : vet in point of fact, all value, and
consequently,
all wealth, originates with the people.
• Economy m the natmnal expenditure is the only thing that can mitigate the
pressure of'taxatmn upon the BmtM_natron ; yet were economy enforced, how
is that system of corrupt,on to be upheht, through whmh the interest of the minister of the day regularly prevails over that of the natron _
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