‘Of the Nature, Accumulation, and Employment
of Stock.

INTRODUCTION,

¥ N that rude ftate of fociety in which there is no divifion of

labour, in which exchanges are feldom made, and in which
every man provides every thing for himfelf, it is not neceﬁ'ary that
any ftock fhould be accumulated or ftored up beforehand in order
to carry on the bufinefs of the fociety., Every man endeavours to
fupply by his own induftry his own occafional wants as they occur.
When he is hungry, he goes to the foreft to hunt: when his coat
is worn out, he cloaths himfelf with the fkin of the firft Iarge
animal he kills: and when his hut begins to go to ruin, he
repairs it, as well as he can, with the trees and the turf that are
neareft it, ‘

But when the divifiol of labour has once been thoroughly in-
troduced, the produce of a man’s own labour can fupply but a
very {fmall part of his occafional wants. ‘The far greater part
of them are fupplied by the produce of other mens labour, which
he purchafes with the produce, or, what is the fame thm‘g, with
the price of the produce of his own. But this purchafe cannot be
made till fuch time as the produce of his own labour has not only
been compleated, but fold. A ftock of goods of different kinds, -

L - e e therefore,
P #o 75’ T AT e A - |
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‘BOOK " therefore, muft be frored up fomewhere fufficient to maintain him,

IL.
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and to fupply him with the materials and tools of his work till
{uch time, at leaft, as both thefe events can be brought about.
A weaver cannot apply himfelf entirely to his peculiar bufinefs,
anlefs there is beforehand ftored up fomewhere, either in his own
pofleffion or in that of fome other perfon, a ftock fufficient to
maintain him, and to fupply him with the materials and tools of
his work, till he has not only compleated, but fold his web.
This accumulation muft, cvidently, be previous to his applying his
induftry for fo-long a time to fuch a peculiar bufinefs.

As the accumulation of ftock muft, in the nature of things, be

previous to the divifion of labour, fo labour can be more and more

fabdivided only in proportion as ftock is previoufly more and more
accumulated. The quantity of materials which the fame number
of people can work up, increafes in a ‘great proportion as labour
comes to be more and more fubdivided ; and as the operations of
each workman are gradually reduced to a greater degree of ﬁmpli—
city, a variety of new machines come to be invented for facilitating
and abridging thofe operations.  As the divifion of labour advances,
therefore, in order to give conftant employment to an equal num-
ber of workmen, an equal ftock of provifions, and a greater ftock
of materials and tools than what would have been neceffary in a
ruder ftate of things, muft be accumulated beforehand. But the
number of workmen in every branch of bufinefs generally increafes
with the divifion of labour in that branch, or rather it is the
increafe of their number which enables them to clafs and fubdivide
themfelves in this manner. B |
As the accumulation of ftock is previoully neceffary for carfying
on this great improvement in the produétive powers of labour,

{o that accumulation naturally leads to this improvement. The

7 : ‘ perfon
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perfon who employs his ftock in maintaining labour, neceffarily Tatrod
Y et

wifhes to employ it'in fuch a manner as to producc as great a
quantity of work as poffible. He endeavours, therefore, both to
make among his workmen the moft proper diftribution of employ-
ment, and to furnifh them with the beft machines which he can
-either invent or afford to puréhafe. ‘His abilities in both thefe
refpets are generally in proportion to the extent of his ftock, or
to the number of people whom it can employ. The quantity of
induftry, therefore, not only increafes in every country with the
increafe of the ftock which employs it, but, in confequence of
that increafe, the fame quantity of induftry produces a much greater
quantity of work.

Suel are in general the effefts of the increafe of ftock wupon
induftry and. its productive powers. .
In the following book I have endeavoured to explain the nature

of ftock, the effefts of its accumulation into capitals of different
kinds, and the effe@s of the different employments of thoefe capi-

tals. This book is divided into five chapters. In thefirt chapter,

I have erideavoured to fhow what are the different parts or branches

into which the ftock, either of an individual, or of a great fociety, -

naturally: divides itfelf. In the fecond, I have endeavoured to
explain the nature’and operation of money confidered as a particu-
lar branch of the general frock of the fociety. The frock which
is accumulated into a capital, may either be employed by the perfon

to whom it belongs, or it may be lent to fome other perfon.  In .

the third and fourth chapters, I have endeavoured to examine the
" manner in which it opérafes in both thefe fituations. - The fifth
and laft chapter treats of the different effects which the different
employments of capital immediately produce upon the quantity

both of national induftry, and of the annual produce of land and

labour.
Vor. L ; Uu
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OF the Divifion of Stock.

"HEN the ftock which 2 man poflfeffes. is no more thaw

Y fufficient to maintain hiny for a few days or a few weeks,

he feldom thinks of deriving any revenue from it.  He confumes it
as fparingly as he can, and endeavours by his labour to acquire
fomething which may fupply its place before it be confumed alto-
gether. His revenue is, in this cafe, derived from his labour

only. This is the ftate of the greater part of the labouring poot:-
in-all countries.

Bur when he poflefles ftock fufficient to maintain him for
months or years; he naturaily endeavours to derive a revenue from
the gl'e‘atéxt part of it; referving only fo much for hislimmediate,
confumption as may maintain him till this revenue begins to come:
in.. His whole ftock, therefore, is diftinguifhed into two parts.
That part which, he expells, is to afford him this revenue.is called
his capital. The other is that which fupplies his immediate con-
furhption ; and which confifts cither, firft, in that portion of his
whole flock which was originally referved for this purpofe or,
fecondly, in his revenue, from whatever fource derived, as it gra-
daally comes in; or, thirdly, in fuch things as had been purchafed
by either of thefe in former years, and which are not yet entirely

~confumed ; fuch as a frock of cloaths, houfhold fulmture ~and. the
like. In oRe, or othcr or all of thefe three articles, conﬁi"cs the

ftock which men commonl v refuve for their own immediate con-
{umption.

? la
THERE
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HATIONS,

TrERE are two different o hich a capital may be em-
ployed {o as to yield a revenue ov roiit to its employer.

FirsT, it may be employed in raifing, manufatturing, or pur-
chafing goods, and {elling them again with a profit.  The capital
employed in this manner yiclds no revenue or profit to its employer,
while it either remains in his pofleflion or continues in the fame
fhape. The goods of the merchant yield him no revenue or profit
tifl he fells them for money, and the money yields him as little till
it is again exchanged for goods. His capital is continually going
from him in one fhape, and returning to him in another, and it is
only by means of fuch circulation or {ucceflive exchanges that it
can yield him any profit.  Such capitals, therefore, may very
properly be called circulating capitals. '

SccoxpLy, 1t may be empioyed in the improvement of land,
in the purchafe of ufeful machines and inftruments of trade, or
in fuch-like things as yield a revenue or profit without changing
mafters or circulating any further. Such capitals, therefore, may
very properly be called fixed capitals. | ‘

DirFERENT occupations require very different proportions be-
tween the fixed and circulating capitals employed in them. ‘

*

Tur capital of a merchant, for example, is altogether a circu-
lating capital. He has occafion for no machines or-inftruments
of trade, unlefs his fhop or warehoufe be confidered as fuch.

Some part of the capital of every matfter artificer or ‘manufac- |

turer muft be fixed in the inftruments of his trade. Fhis pait,
however, is very fmall in fome, and very great in'others, = A mafter
Uuz " taylor

33t
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, BOOK taylor requires no other mfa uments of trade but a parcel of needle
' g»,,jr-,..a Thofe of the mafter fhoemaker are a little, though but a ver
”“"”"’[77 “"”/Z “ ’4‘ 2 ’“Z\ little, more expenfive. Thofe of the weaver rife a good deal above . .
f/ Sl (”4{, . /4 thofe of the fhoemaker, The far greater part of the capital of . |
e / - »{f all fuch mafter artificers, however, is circulated either in the wages: &
7 2.4 et L 2 N s
e j,of their workmen, or in the price of their materials,, and repaid with:

;‘Afu;a /wnf&éf/ﬁ ,%,PFQ&F bf the price of the wotk..
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In other works a much greater fixed capital is required. In a%.
great iron-work, for example, the furnace for melting the ore;,
the forge, the flitt-mill, are inftruments of trade which cannot be:
ereCted without a very great expence. In coal-works and mines:
of every kind, the machinery neceifax‘y both for drawing out the:
water and for other purpofes, is frequently ftill more CXPCnﬁVC.

TuaT pait of the capital of the farmer which is employed in:
the inftruments of agricnlture is a fixed ; that which is employed:
in the wages and maintenance of his labouring fervants, is a circu~
lating capital. He makes a profit of the one by keeping it in. his.
own pofleflion, and of the other by parting with it. The price.or’
value of his labouring cattle is a fixed capital in the fame manner
as that of the inftruments of hufbandry: Their maintenance is a.
circulating capital in the fame manner as that of the labouring
fervants. The farmer makes his profit by keeping the labouring.
cattle, and by parting with thelr maintenance. Both the price and
the maintenance of the cattle which are bought in and fattened,
not for labour, but for fale, are a circulating capltal The farmer
makes his profit by parting with them. A flock of fheep or a herd.
of cattle that, in a breeding country, is bought in, neither for
labour nor for fale, but in order to make a profit by their wool,
by their milk, and by their incteafe, is a fixed capital. The profit
is made by keeping them. Their maintenance is a circulating .
‘ capital.
(\ |
o1 firesfionid T (usbition
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capital. 'The profit is made by pa1 ting with it; and it comes CH A P,
back with both its own profit, and the proﬁt upon the whole price w
of the cattle, in the price of the wool, the milk, and the increafe.

The whole value of the feed too is properly a fixed capital, Tho’

it goes backwards and forwards between the ground and the granary,

it never changes mafters, and therefore does not properly circulate.

The farmer makes his profit, not by its fale, but by its increafe.

Tuxr general ftock of any country or fociety is the fame with
that of all its inhabitants or members, and therefore xia'turally
divides itfelf into the fame three portions, each of which has a dif~
tinét function or office.

Tuzr Firf, is that portion which is referved for immediate con~
fumption, and of which the charalteriftick is, that it affords no
revenue or profit, It confifts in the ftock of food, cloaths, houf- -
hold furniture, &c. which have been purchafed by their proper
confumers, but which are not yet entirely confumed. The whole
{ftock of mere dwelling houfes too {ubfifting at ahy one time in the
country, makc a part of this firft portion. The ftock that is laid
out in a houfe, if it is to be the dwelling houfe of the proprietor,,
ceafes from that moment to ferve in the function of a capital, or to:
" afford any revenue to its owner. A dwelling houfe, as fuch, con~
tributes nothmg to the revenue of its inhabitant; and ‘chouv}l it % f’mé/f/f /o, ;
is, no doubt, extremely ufeful to him, it is as his cloaths and #erzece; - ﬁf( b7
houfhold furniture are ufeful to him, which, however, make a // /}meﬂ‘ Aarre,
part of his expence,. and not of his revenue,  If it is to be lett tor f”/@%zw/({;” s //’fva
a tenant for rent, as the houfe itfelf can produce nothing, the /7a7, /{,w’fﬁ// fm%
tenant muft always pay the rent out of fome other revenue wh1c1 s e /?ff'v"f 2
~ he derives either from labour,. or frock, or land.. Though a houfe,.
therefore, may yield 2 revenue to: its. proprictor, and thereby ferve:
in the fun&xon of a capital to him, it cannot yield any to. the

publick, : o
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BOOK publick, nor ferve in the fanétion of a capital toit, and the revenue

v~ . of the whole body of the people can never be mn the {malleft degree
increafed by it. Cloaths, and houthold furniture, in the fame
. manner, fometimes yicld a revenue, and thereby ferve in the func-

. tion of a capital to particular perfons. In countries where maf-
{ quemd\.s are common, it is a trade to lett out mafquerade drefles

for a mght.QUpholﬁexels fxequenﬁy lett furniture by the month

or by the year.  Undertakers lett the furniture of funerals by the

. day and by the week. Many people lett furnithed houles, and get
PRT T P V%é/ﬁ :

7 ; a rent, not only for the ufe of the houfe, but for that of the fur-

wf;f’;l S Lafa, O ~ niture. The revenue, however, which is derived from fuch things,

£ e penncsy muft always be ultimately drawn from fome other fource of reve-
et/ He

. nue. Of all parts of the flock, either of an individual, or of a
fociety, referved for immediate confumption, what is laid out in
houfes 1s moft {lowly confumed. A ftock of cloaths may laft
feveral years: a ftock of furniture half a century or a century:

. but a ftock of houfes, well built and properly taken care of, may

1aft many centuries. Though the period of their total confump-
tion, however, is more diftant, they are ftill as really a ftock re-
ferved for immediate confumptlon as either cloaths, or houfhold

T,

furniture.

T'ue Seccond Sfthe three portions into which the general froclk
of the fogiety divides itfelf, is the fixed capital; of which the cha-
racteriftick 1s, that 1t affords a revenue or profit without cireulating
or changing mafters.” It confifts chiefly of the four following
articles : - ‘

~ Frrsr, of all ufeful machines and in fmumeqts of tra.de which
facilitate and abridge labour : '

Seconpry, of all thofe profitable buildings which are the
means of procuring a revenue, not-only to their proprictor who
letts

;L /év/ 2 fﬂ&‘f//ﬂf weeel €S M.}ff g /z’ * ?{/’
&

ﬁié ,z;z,a/«/}ft ZM/ Z fwvzfj 14,69142;{'

/A%M/[iw &'&bﬁzhﬁ, / 'z‘;,




A

THE WEALTH OF NATIONS.

letts them for a rent, but to the perfon who poffefies them and
pays that rent for them; fuch as fhops, warchoufes, workhoufes,
farmhoufes, with all their neceflary buildings, ftables, granaries,

‘&c. Thefe are very. different from mere dwelling houfes. They

are a fort of inftruments of trade, and may be confidered in the
fame light: ‘

Tuirpry, of the improvements of land, of what has been
profitably laid out in clearing, draining, enclofing, manuring, and
reducing it into the condition moft proper for tillage and culture.
An improved farm may very juftly be regarded in the fame light
as thofe ufeful machines which facilitate and abridge labour, and
by means of which, an equal circulating capital can afford a much.
greater revenue to its employer. An improved farm is equally
advantageous and more durable than any of thofe machines, fre-
quently requiring no other repairs than the moft profitable applica-
tion of the farmer’s capital cmployed in cultivating it :

>

FourTHLY, of the acquired and ufeful abilities of all the inha-
bitants or members of the fociPty T he acqmﬁtxon of' fuch tcﬂentsp

lep"@‘]thQihlP always coﬁs a xeal e‘»{pence, which 1s a capﬁcal

fixed and realized, as it were, in his perfon.  Thofe talents, as.
they mal«.e a part of his fortune, o do they likewife of that of the
fociety to which he belongs. The improved. dexterity. of a work-
man may be confidered in the {fame light as a machine or inftre-
ment of trade which facilitates and  abridges l'abour, and which,
though it cofts a certain expence, repays th‘lt expence with a

pr oﬁt _

—~

Tre Third and lafk of the three portions into which the general

ftock of the fociety natura ly divides itfelf, is the cnculatmg capital;

335
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of which the chara&eriftick is, that it affords a revenue only by
circulating or changing mafters. It is compofed likewife of four
parts:

FirsT, of the money by means of which all the other three are
circulated and diftributed to_their proper ufers and confumers 3

Seconpry, of the ftock of provifions which are in the pof«
feflion of the butcher, the grazier, thefarmer, the corn-merchant,
the brewer, 8c. and from the fale of which they expelt to derive

‘a profit:

TrIrRDLY, of the materials, whether altogether rude, or more
or lefs manufaétured, of cloaths, furniture, and building, which
are not yet made up into any of thofe three fhapes, but which
remain in the hands of the growers, the manuafacturers, the mercers
and drapers, the timber-merchants, the carpenters and joiners, the
brickmakers, &c.

FourTuLY, and laftly, of the work which is made up and
compleated, but which is ftill in the hands of the merchant or
manufatturer, and not yet difpofed of or diftributed to the proper
ufers and confumers; fuch as the finithed work which we fre-
quently find ready made in the fhops of the fmith, the cabinet-
maker, the goldfmith, the ]eweller the china-merchant, &c. The
circulating capital confifts, in this manner, of the provifions, ma-
terials, and finithed work of all kinds that are in the hands of their
refpef’cwe dealers, and of the money that is neceflary for circulating

and d1ﬁr1but1ng them to thofe who are finally to ufe or to confume
them. |

Or
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Or thefc four parts three, plOVlilOIlS, materials, and ﬁm(hed CHAP.
work, are, cither annually, or in a longer or fhorter period, regu- wc,;—md ,
larly withdrawn from it, and placed either in the fixed capital or e sod enzia m&‘(”
in the ftock referved for immediate confumption, ) .,v.'«g.&m}'

i.”i:jﬁ. # i’

t«l{’."—v‘lﬁ

z “T;" L e 414_/:,11_
-

Every fixed capital is both origitally derived from, and requires o i . Ly )% e
to be continually fupported by a circulating capital.  All ufeful gy w,if:w Py
machines and inftraments of trade are originally derived from a /.f . ]_,g 7 ﬁéﬂw
circulating capital, which fmm{hes the materials of which they zue S sen ST o
made, and the maintenance of the workmen who make them. <% 7" =% crrtecn Lo
"They require too a capxtal of the fame kmd to keep them in conu-/ ~e ?“/Z*ﬂ’ ey qgu

frant rep*m. ‘ ,u(,‘ .M/’W ,g .

A s a,wan’V‘-M cam Gy

No fixed capltal can yield any revenue but by means of a circus HtE
{M{ LU ~&
lating capital. The moft ufeful machines and inftruments of trade ;
will produce nothing without the circulating capital which affords. Aoreoir coms M“""’ff@’,’ﬁ
the materials they are employed upon, and the maintenance of the ..
workinen who employ them. Land, however improved, will ,LJMJ/? o pemect e
yield no revenue without a circulating capital, which maintains the g';&,bw, o ﬁ
]abomers Who cultivate and colle& its produce. - SR e e

To maintain and augment the ftock which may be referved for
immediate confumption, is the fole end and purpofe both of the
fixed and circulating capitals. It is this ftock which feeds, cloaths,
and lodges the people. ‘Their riches or poverty depends upon the
abundant or fparing fupplies which thofe two capitals can afford to |
the ftock referved for immediate confumption.

‘8o great a patt of the circulating capital being continually with-
drawn from it in ordet to be placed in the other two bi"mches of
the general ftock of the fociety, it muft in 1ts turn require continual

Vor. L 1 X x fuppheq
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fupplies, without Wthh it would foon ceafe to ex1Pc Thefe fup-~
plies are principally drawn from three fources, the produce of land,

of mines, and of fifheries. Thefe afford continual {upplies of pro-
vifions and materials, of which part is afterwards wrought up into
finithed work, and by which are replaced the provifions, mate-
vials, and finihed work continually withdrawn from the circulating
capital. From mines too is drawn what is neceffary for maintain-
ing and augmenting that part of it which confifts in money. For
though, in the ordinary courfe of bufinefs, this part is not, like
the other three, neceflarily withdrawn from it, in order to be placed

in the other two branches of the general ftock of the fociety, it

muft, however, like all other things, be wafted and worn out at
laft, and fometimes too be cither loft or fent abroad, and muft,
therefore, require continual, though, no doubt, much fmallex

{upplies..

T.axp, mines, and fitheries, require all both: a fixed and a cir=
culating capital to cultivate them ; and their produce replaces with
pzoﬁt not only thofe capitals, but all the others in the fociety.
Thus the farmer annually replaces to the manufatturer the provi-
fions which he had confumed and the materials which he had
wrought up the year before ; and the manufacturer réplaces to the

farmer the finithed work which he had wafted and worn out in the

fame time. Thisis the real exchange that is annually made between

“thofe two orders of people, though it feldom happens that the rude -

produce of the one and the manufadtured produce of the other,
are dire(tly bartered for ome another; becaufe it feldom, happens

~that the farmer fells his corn and his cattle, his flax and his wool,,

to the very fame perfon of whom he chufes to purchafe the cloaths,
furniture, and inftruments of trade which he wants. He {fells,
therefore, his rude produce for meney, with which he can purchafe,

'wherever it 1s to be had the manufaé’cured produce he has occafion

fOI' o
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for. Land even replaces, in part at leaft, the capitals with which CHAP,
fifheries and mines are cultivated. It is the produce of land tewevee
which draws the filh from the waters; and it is the produce

of the furface of the earth which extralts the minerals from its

bowels. ‘ ‘

TuE produce of land, miines, and fifheries, when their naturaf
fertility is equal, is in proportion to the extent and proper appli-
cation of the capitals employed about them. When the capitals
are equal and equally well applied, it is in proportion to their
natural fertility. 4

In all countries where there is tolerable fecurity, every man of
common underftanding will endeavour to employ whatever ftock he
can command 1n procuring either prefent enjoyment or future profit.
If it is employed in procuring prefent enj oyment, itis a ftock referved
for immediate confumption. If it is employed in procuring future
profit, it muft procure this profit either by ftaying with him, or by
going from him. In the one cafe it is a fixed, in the other itis a ‘
circulating capital. A man muft be perfeétly crazy who, where there
is tolerable fecurity, does not employ all the ftock which he com-
mands, whether it be his own or borrowed of other people, in
fome one or other of thofe three ways.

In thofe unfortunate countries, indeed, where men are continually
. afraid of the violence of their fuperiors, they frequently bury and
.cbnceal a_great part of their ftock, in.o'rderﬂ to have it always at hand
to carry with them to fome place of fafety in cafe of their being
threatened with any of thofe difafters to which they confider them-
felves as at all times expofed. 'This is faid to be a common pradtice 7
in Turky, in Indoftan, and, I believe, in moft other governments

X x 2 of




340 THE NATURE AND CAUSES OF
BOOK of Afia. It feems to have been a common prattice among our ancef=
‘,,E,I;._a tors during the violence of the feudal government. ‘Treafure-trove

"7 was in thofe times confidered as no contemptible part of the revenue
of the greateft fovereigns in Europe. It confifted in fuch treafureas.
was found concealed in the earth, and to which no particular perfon
could prove any right. {‘T his was regarded in thofe times as fo ima
portant an objett, that it was always confidered as belonging to the
{overeign, and neither to the finder nor to the proprietor of the land,

unlefs the right to it had been conveyed to the latter by an exprefs.
dlaufe in his chaster. It was put upon the fame footing with.gald
and filver mines, which, withouta {pecial: claufe in the charter, were
never fuppofed to be comprehended in the general grant of the lands,.
though “mines of lead, copper, tin, and coal were, as things of

fmaller confequence. 2.0 - ) g
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CHAP I .

Of Momfy : cofyz"cfered a pqﬁz'm/a% Branch of the general Stock

of the Society, or of z‘bﬁ%@é@mce of maintaining the National

Capital,

@ 'T' has been thewn in the firft book, that the-pfié"é’ of the greater
- part of commodities refolyas» 1tfelf into three parts, of which
one pays the wages of the labour, another the profits of the ftack,
and a third the rent of the land which had been employed in pro-

ducing and bringing them to market: that there are, indeed, fome

commodities of which the price is made up of two of thofe parts

only, the wages of labour, and the profits of ftock: and a very'

tew in which- it confifts altogether in one, the wages of labour :.

Q4¥

but that the price of every ,Comi;\aodity neceflarily refolves itfelf into

forne one'or other or all of thefe three parts; every part of it which.

goes neither to rent nor to wages, being neceffarily profit to fome--

body.

Since thisis the cafe, it has been obferved, with regard to every
particular commodity,. taken feparately; it muft be fo with re~

gard to all the commodities which compofe the whale annual.

produce of the land and labour of every country, taken complexly.
"The whole priee or exchangeable value of that annual produce;.

muft refolve ithelf into the Gume three parts, and be parcelled out:
among the different inhabitants of the country, either as the:
wages of their labour, the profits of their ftock, or the rent of

their land,

Bur

3 w“"«‘ .

e e
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Bur though the whole value of the annual produce of the land
and labour of every country, is thus divided among and conftitutes
a revenue to its different inhabitants, yet as in the rent of a pri-
vate eftate we diftinguifh between the grofs rent and the neat rent,
{fo may we likewife in the revenue of all the inhabitants of a great

COunLry. P

Tus grofs rent of a private cftate comprehends whatever is paid
- by the farmer: the neat rent, what remains free to the landlord,
after dedulting the expence of management, of repairs, and all
“other neceffary charges; or what, without hurting his eftate, he
can afford to place in his frock xefex ved for immediate confumption,
or to fpend upon his table, eqmpage, the ornaments of his houfe
and farniture, his private enjoyments and amufements. His real
wealth is in proportion, not to his grofs, but to his neat rent,

Tug grofs revenue of all the inhabitants of a great country,
comprehends the whole annual produce of their land and labour :
the neat revenue, what remains free to them after deducting the
expence of maintaining; firft, their fixed; and, fecondly, their
circulating capital; or what, without encroaching upon their ca-
pital, they can plage in their ftock referved for immediate con-
fumption, or {pend upon their {ubfiftence, conveniencies and

.amufements. . Their real wealth too is in proportion, not to their

grofs, but to their neat revenue.

Tue whole expence of méintaining the fizxed capitél,t muft evi-
dently be excluded from the neat revenue of the fociety. Neither

~ the materials neceffary for {upporting their ufeful machines and

inftranents of trade, their profitable buildings, &c. nor the pro- -
duce of the labour neceflary for fafhioning thofe materials into the
proper form, can ever make any part of it. ‘The price of

that labour may, indeed, make a part of it; as the workmen fo

employed




THE WEALTH OF NATIONS.

343

employed may place the whole value of their wages in their ftock CHAP,
referved for immediate confumption. But in other forts of -.,—E-.q

labour, both the price and the produce go to this ftock, the price
to that of the workmen, the produce to that of other people,
whote fubfiftence, conveniencies, and amufements, are augmented
by the labour of thofe woskmen. ,

Tux intention of the fixed capital is to increafe the produltive
powers of labour, or to enable the fame number of labourers to
- perform a much greater quantity of work. In a farm where all
the neceflary buildings, fences, drains, communications, &c. are
in the moft perfect good order, the fame number of labourers and
labouring cattle will raife a much greater produce, than in one

of equal extent and equally good ground, but not furnifhed with

equal conveniencies. In manufatures the fame number of hands
aflifted with the beft machinery, will work up a much . greater
quantity of goods than with more. imperfet inftruments of trade.
The expence which is properly laid out upon a fixed capital of
any kind, is always repaid with great profit, and inereafes the an-
nual produce by a much greater value than that of the fupport.
which fuch improvements require.  This fupport, however, il
requires a ceftain portion of that produce. A certain quantity of
materials, and the labour of a certain number of workmen, both
~of which might have been immediately employed to augment the

food, cloathing, and lodging, the fubfiftence and conveniencies of’

 the fociety, are thus diverted to another employment, highly ad-~
vantageous indeed, but ftill diﬁ’erent from this one. It is upon
this account that all fuch improvements in mechanicks, as enable
‘the fame number of workmen teo perform an cqual quantity of

work, with cheaper and fimpler machinery than had bsen ufual

before, are always regarded as advantageous to every fociety, . A

<ertain quantity of materials, and the labour of a certain number

; - | of
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BOOK of workmen, which had before been employed in fupporting a

WEEM more complex. and expenfive machinery, can afterwards be ap-
phied to augment the quantity of work which that or any other’
machinery is ufeful only for performing.. The undertaker of fome
great manufactory who employs a thoufand a-year in the main-~
tenance of his machinery, if he can reduce this expence ‘to five
Lundred, will naturally- employ the other five hundred in pur-
_chafing an additional quantity of materials to be wrought up by
an additional number of workmen. The quantity of that work,
therefore, which his machinery was ueful only for performing,
will natorally be augmented, and with it all. the advantage and.
conveniency which the fociety can derive from that work.

THE NATURE AND CAUSES OF

I

Tuz expence of maintaining the fixed capital in a great country,
may very properly be compared to that of repairs in a private eftate.
"T'he expence of repairs may frequently be neceflary for fupporting
the produce of the cftate, and confequently both the grofs and the
aeat reat of the landlord. When by 2 more, proper direction,
Towever, it can be diminifhed without occafioning any diminution
of produce, the grofs rent remains at leaft the fame as before, and
the neat rent is neceffarily angmented.

But though the whole expence of maintaining the fixed capital

- 35 thus neceffarily excluded from the neat revenue of the fociety,
it is not the fame cafe with that of maintaining the circul&ting' ca~
pital. Cf the four parts of which this latter ca,piml is compoled,
money, provifions, materials, and finifhed work, “the three laft,
ithas already been obferved, are regularly withdrawii from it, and
placed either in the fixed capital of the fociety, or 111 their ftock
referved for immediate confumption.  Whatever portion of thofe
- confumable goods is not employed in mraintaining the former,
s go_é’s all to the latter, and makes a part“of the neat revenue of the
: : fociety.
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fociety. The maintenance of thofe three parts of the circulating CHAP

capital, therefore; withdraws no portion of the annual produce M

- from: the neat revenue of the fociety, befides what is neceﬁ'ary for
mamtamma the fixed capital.

Tue. circulating capital of a- {'omety it Mm this refpeé’c different
from that of an individual. Thatof an individual is totally ex-
cluded from making any part of this neat revenue, which muft con-
fift altogether in his profits. But though the circulating capital
of every individual, makes a part of that of the fociety to which.
he belongs, it is not upon that account totally excluded from:

making a part likewife of their neat revenue. Though the whole

goods in a merchant’s fhop muft by no means be p]aced in his
own ftock referved for immediate. confumption, they may in that:
of other people, who from a revenue derived from other funds,.

may regularly replace their value to him together with its profits,.

without occafioning any dxmmuﬁon either of 1118 capital. or of
their’s..

Mowzy, therefore, is the only part of the circulating capital-
of a foc1ety of which the mamtenancc can occafion. any diminution
in their neat revenue.. .

Tue fixed capital, and that part of the circulating capital which:
confifts in money, fo far as they affect the revenue of the fociety,
Bear a very great refemblance to- one another. ~

FirstT, as thofe machines and inflroments of trade, &c. res
quire a certain expence firft to eret them and afterwards to fupport’
them, both which expences, thoughsthey miake'a part-of the grofs,.
are dedu@ions from the neat revenue of the fociety; {o the ftock
of money which circulates in-any-country muft require a certain.

Vor. L Yy expence;.

o
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BOOK expence, firft to collectit, and afterwards to fapport it, both which

;,.,.\Ij....J EXPENCESs though they make a part of the grofs, are, in the fame
manner, dedutions from the neat revenue of the fociety. A cer-
tain quéntity of very valuable materials, gold and filver, and of
very - curious labour, inftead of augmenting the ftock referved for
immediate confumption, the {ubfiftence, conveniencies, and amufe-
ments of individuals, is- employed in fupporting that great but
expenfive in{troment of commerce, by means of which every indi-
vidual in the fociety has his fubfiftence, conveniencies, and amufc-
ments, regularly diftributed to him in their proper proportions.

SEcoNDLY, as themachinesand inftruments of trade, &c. which
acompofe the fixed capital cither of an individual or of a fociety,
make no part either of the grofs or of the neat revenue of either;
fo money, by means of which the whole revenue of the fociety is
regularly diftributed among all its different members, makes itfelf
no part of that revenue. The great wheel of circulation is alto-

' ~ gether different from the goods which are circulated by means
dopppoee’ Npae. Vil &7 ofit. The revenue of the fociety confifts altogether in thofe goodsst~
| i 8y, W‘aﬂ and not in the wheel which circulates them. = In computing either

WW rgetmaas § - the grofs or the neat revenue of any foclety, we muft always, from

?,M ’ xma«f:«fgj—wheir whole annual circulation of money and goods, dedutt the

""%- S eook tge?— whole value of the money, of which not a fingle farthing can ever
Lo - make any part of either.

I is the ambiguity of language only which can make this pro-
pofition appear either doubtful or paradoxical.  When properly
explained and underftood, it is almoft felf-evident.

Wren we talk of any particular fam of money, we fometimes
mean nothing but the metal pieces of which it is compofed; and
fometimes we include in our ‘meaning fome obfcure reference to

‘ | | the
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the goods which can behad in exchange for it, or to the power of C I“%IA P.
purchafing which the pofleffion of it conveys. Thus when we fay,

that the circulating money of England has been computed at
eighteen millions, we mean only to exprefs the amount of the
metal pieces, which fome writers have computed or rather have
fuppofed to circulate in that country. But when we fay that a

man 1s worth fifty or a hundred pounds a-yearfwe mean com- M{f‘

monly to exprefs not only the amount of the mietal pieces whiclﬁf/ﬁi"?

are annually paid to him, but the value of the goods which he can 2 »2=
annually purchafe or confume. We mean commonly to afcertain ’;@72 A

what is or ought to be his way of living, or the quantity and _ s
quality of the neceffaries and conveniencies of life in which he
can with propriety indulge himfelf.

Waen, by any particular fum of money, we mean not only to
exprefs the amount of the metal pieces of which it is compofkd,
~but to include in its fignification fome obfcure reference to the
golods which can be had in exchange for them, the wealth or re-
venue which it in this cafe denotes, is equal only to one of the two:
values which are thus intimated fomewhat. ambiguoufly by the

fame word, and to the-latter more properly than to the former,. RN

to the money’s-worth more properly than to the money.

Trus if a guinea be the weekly penfion of a particular perfon,-
"he can in the courfe of the week purchafe with it a certain quantity
of fubfiftence, conveniencies, and amufements. In propertion as.
this quantity is great or {mall, .o are his realriches, his real weekly
revenue. His weekly revenue is certainly not equal both to the
guinea, and to what can be purchafed with it, but onlyto one
or other of thofe two equal values ; and to the latter more pro-
| perly than to the former, to the guinea’s~worth rather than te the -

guinea.

Yyz R
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Ir the penfion of fuch a perfon was paid to him, not in gold,
but in a weekly bill for a guinea, his revenue furely would not fo
properly confift in the piece of paper, as in what he could get for
it. A guinea may be confidered as a bill for a certain quantity

of neceffaries and conveniencies upon all the tradefmen in the

neighbourhood. The revenue of the perfon to whom it 1s paid,
does not {o properly confift in the piece of gold, as 1 what he can
get for it, or in what he can exchange it for, If it could be ex-
changed for nothing, it would, like a bill upon a bankrupt, ‘be. of
no more value than the moft mchfa piece of paper.

TrovcH the weekly, or yearly revenue of all the different in-
habitants of any country, in the {ame manner, may be, and in

reality frequently is paid to them in money, their real riches, how-

ever, the real weekly or yearly revenue of all of them taken to-
gether, muft always be great or fmall in proportion to the quan-
tity of confumable goods which they can all of them purchafe with
this money. The whole revenue of all of them taken together is
evidently not equal to both the money and the confumable goods ;
but only to one or other of thofe two values, and to the latter
snore properly than to the former.

“THoucH we frequently, therefore, exprefs a perfon’s revenue
by the metal pieces which are annually paid to him, it is becaufe

‘the amount of thofe pieces regulates the extent of his power of

purchafing, or the value of the. goods which he can annually af-
ford to confume. We ftill confider his revenue as confifting in

this power of purchafing or confuming, and not in the pieces
which convey it. '

But if this is fufficiently evident even with regard to an indivi~
dual, it is ftill more fo with regard to a fociety, The amount of
: the
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the metal pieces which are annually paid to an individual, is often < HAP.
b—‘-y*"--.é

precifely equal to his revenue, and is upon that account the fhorteft
and beft expreflion of its value. But the amount of the metal

pieces which circulate in a fociety, can never be equal to the re-

venue of all its members. As the fame guinea which pays the
weekly penfion of one man to-day, may pay that of another to-
morrow, and that of a third the day ther eafterw)(\he amount of the ;>
metal pieces which annually circulate in any country, muft always

be of much lefs value than the whole money penfions annually paid / s

-
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with them, But the power of purchafing, the goods which cap—""" -

facceflively be bought with the whole of thofe money penfions as

they are fucceflively paid, muft always be precifely of the fame
value with thofe penfions; as muft Iikewife be-the revenue of the

different perfons to whom they are paid. That revenue, there-

fore, cannot confift in thofe metal pieces, of which the amount is

{o much inferior to its value, but in the power of purchafing, in

the goods which can {ucceflively be bought with them as they cir-
culate from hand to hand.

Monzey, therefore, the great wheel of circulation, the great
inftrument of commerce, like all other inftruments of trade,

though it makes a part and a very valuable part of the capital,

makes no part of the revenue of the fociety to which it belongs;

and though the metal pieces of which it is compofed, in the courfe

of their annual circulation, diftribute to every man the revenue.

which properly belongs to lnm, they make themfelves no part of
that revenue. ‘ : ,

Tairory, and laftly, the machines and inftruments of trade,
&c. which compofe the fixed capital, bear this further refemblance
to that part of the circulating capital which confifts in money;
that as every ﬁvmv in the expencc of erecting md fupporting thofe

- machines,
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BOOK machines, which does not diminifh the productive powers of labour,

;_.,I.f,:w is an improvement of the neat revenue of the fociety; fo every faving
in the expence of colleting and fupporting that part of the cir-
culating capital which confifts in money, is an 1mprovemcnt of
exa&! y the fame kind.

I’I‘ 1s fufﬁcmn‘cly obvious, and it has partly too been explained
already, in what manner every faving in the expence of fupporting
‘the fixed capital is an improvement of the neat revenue of the
fociety. The whole capital of the undertaker of every work is necef-
farily divided between his fixed and his circulating capital. Whilehis
whole capital remains the fame, the fimaller the one part, the greater
muft neceffarily be the other. It is the circulating capital which
furnifhes the materials and wages of labour, and puts induftry into
motion, Every faving, therefore, in the expence of maintaining
the fixed capital, which does not diminifh the productive powers
of labour, muft increafe the fund which puts induftry into motion,
and confequen’cly the annual produce of land and labour, the real .
- revenue of every {ociety.

Tug fubftitution of paper in the room of gold and filver money,
- replaces a very expenfive inftrument of commerge with one much
S | Tefs coi@yw and fometimes equally. convenient, Circulation comes:
e . to be carrjed onby a new wheel, which it cofts lefs both to eret
T e and to maintain than the old one. But in what manner this opera-
tion is performed, and in what manner it tends to increafc
either the grofs or the meat revenue of the fociety, is not
altogether fo obvious, and may thcrefore require fome further
| ‘cxphcauon., : '

| Trere are feveral different forts of paper money ; but the circu-
Iating notes’ of banks and bankers are the fpecies which is beft
« ~ known, and which{eems beft adapted for this purpofe.

7 Waen
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Wiaen the people of any particular country have fuch con- CHAP,
fidence in the fortune, probity, and prudence of a particular &._.-I},--..J
banker, as to believe that he is always ready to pay apon demand
fuch of his promiffary notes as are likely to be at any time prefented
to him ; thofe notes come to have the fame currency as gold and,

filver money, from the confidence that fuch money can at any time
be had for them,

A parTicurarR banker lends among his cuftomers his own
promiffary notes, to the extent, we fhall_fuppofe, of a hundred
theufand pounds. As thofe notes ferve all the purpofes of money,

his debtors pay him the fame mterei’c as 1f he had lent them fo much

’thofe notes are contmually coming back upon him for payment ‘.
part of them continue to circulate for months and years togetheu
Though he has generally' in circulation; therefore, notes to the ”%l""-w’g b
extent of a hundred thoufand pounds, twenty thoufand pounds in epraye W i ”‘“’Z”’
gold and filver may, frequently, be a fufficient provifion for an- Whad ha
fwering occafional demands. By this operation, therefore, twenty%tj &W
thoufand pounds in gold and filver perform all the functions which ,}w wordd W‘ i
a hundred thoufand could. otherwife have performed. ‘The ered e

fame exchanges may be made, the fame quantity of confumable
- goods may be circulated and diftributed to their proper cdnfumers,
by means of his promiffary notes, to the value of a hundred thou-
fand pounds, as by an equal value of gold and filver money. Eighty- o
thoufand pounds of gold and filver, therefore, can, in this manner, %
be fpared from the circulation of the country; and if different
operations of the fame kind, thould, at the fame time, be cartied
on by many different banks and bankers, the whole circulation may’, 5/

thus be conducted with a fifth part only of the gold and filver whmh s S
would otherwife have been requifite. - . »‘”m Pt G

o
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BOOK Lzt us fuppofe, for exaniple, that the whole circulating money-
v of fome particular country amounted, at particular time, to one

Ry

million frerling, that fum being then fufficient for circulating the
whole annual produce of their land and labour. Let us {uppofe:
too, that fome time thereafter, different banks and bankers iffued.
promifiary notes, payable to the bearer; to the extent of one
million, referving in their- different coffers two hundred: thoufand.
pounds for anfwering occafional demands. ‘There would remains.
therefore, im circulation, eight hundred thoufand pounds i gold:
and filver, and a million of bank notes, or, eighteen. hundred.
thoufand pounds of paper and money together. But the annual:
produce of the land:and labour of the country had before required
only one million to circulate and diftribute it to its proper:
confumers, and that annual produce cannot be immediately aug--
mented by thofe operations of banking. One million, therefore;.
will be fafficient to circulate it after them.. 'The goods to be bought.
and fold being precifely the fame as before, the fame quantity of
money. will' be fufficient for buying and felling, them: The
channel of circulation, if I may be allowed fuch an expreffion, will
remain precifely the fame as before.. One millien we have {uppofed.
fofficient to fill that channel. Whatever, therefore, is poured
into it beyond this fum, cannot.run in it, but muf overflow.. One.
million eight hundred thoufand pounds are: poured intoit. Eight
hundred. thoufand pounds, therefore, muft overflow, that fum.
being over and above what can be employed in the circulation of the.
country. But though this fum cannot be employed at home, it is.
too valuable to be allowed to lie idle. It wall, therefore, be fent

- gbroad, in order to feck. that profitable employment. which it

cannot find.at home, But the paper cannot go abroad ; becaufe at
a diftance from the banks which iffue it, and from the country in
which payment of it can be exacted by law, it will' not be
zeceived in: common payments. Gold and filver, therefore,.to the.

' * ' amount;
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amount of eight hundred thoufand pounds will be fent abroad, and C Hﬁq P,
the channel of home circulation will remain filled with a million ey
of paper, inftead of the million of thofe metals which filled it |

before. ’

Bur though fo great a quantity of gold and filver is thus. fent

abroad, we muft not imagine that it is fent abroad for nothing, or -
that its proprietors make a prefent of it to foreign nations. They S ewd%
will exchange it for foreign goods of fome kind or another, in order . " | -
- to fupply the confumption either of fome other foreign country or - o PGt

of their own. ‘ Ve {‘:{:j G Reige
: ’ : . - e -5/}}1»: A FIRC
Ir they employ it in purchafing goods in one foreign country fl.ﬁz@‘ @j{'%f&eq f e
- . ; . ) M . ) AT % Zor
1n order'to fupply the confumption of another, or in what is called A a;; L;:f:;;iﬁ e
the carrying trade, whatever profit they make will be an addition to et »(’j;,_ p %ﬂ;

. T R B s P e [AFTYE

the neat revenue of their own country. It is like a new fund, created L e T
for carrying on a new trade; domeftick bufinefs being now tran{- Sz U M:i{% *
acted by paper, and the gold and filver being converted into a fundrf& o (\

for this new trade. N © ks
ok %‘\m»@k.&.ﬂ» (g G 555’

Ir they employ it in purchafing foreign goods for home con-
fumption, they may either, firft, purchafe fuch goods as are likely ?7 '
to be confumed by idle people who produce nothing, fuch as foreign SRR TSR YR
wines, foreign filks, &c.; or, fecondly, they may purchafe an *~ " °
additional frock of rhateria]s, tools, and provifions, in order to ) . \C‘M‘% et

intai : e SRR L ahaneet et
maintan and employ an additional number of induftrious -people, -
who re-produce, with a. profit, the value of their annual COM~ (o o W“ft \3
{umption, f o L e \,

e

et

élwam. 3 e

. 1 ; . ST i " g j
So far as it is employed in the firft way, 1t promotes prodigality, o p &\} A oA
“ . « - - . . PR o 'ig % Ko
ncreafes expence and confumption without increafing produétion, B é}%‘,‘w, g8

or citablithing any permanent fund for fupporting that expence, -
“and is in every refpeét hurtful to the fociety. B
Vor, L. .  Zz |  So
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So far as it is employed in the fecond way, it:promotes indaftry ;
and though it increafes the confumption of 'the fociety, it provides
a permanent fund for fupposting that confutnption, ‘the people who
“confume, re-producing, with a profit, the whole value of ‘their
annual confumption. The grofs revenue of the fociety, the annual
produce of their tand and labotr, is increafed by the whole wvalue
‘which the labour of thofe workmen adds to the mdterials upon which-
they are employed ; and ‘thelr weat ‘revenue by what remains of
this value, -after dedufting what is necellary for fupporting the:.
gools and inftruments of their trade.. S

| ‘THA'I" the greater part of the gold and filver .which, being forced:
abroad by thofe operations of banking, is employed in purchafing,
‘foreign goods for home confumption,. is and muft be employed

wirdn purchafing thofe of this fecond kind, feems, not only probable, .

#3but almoft unavoidable. Though. fome particular men may fome~-

Mo{;\@@f ‘tfimes increafe their expence very. conﬁderably. thou»gh their' revenue:
P/ “does not increafe at all, we may be afTured that no clafs.or order.

. Of men ever does. {o ; ‘becaufe, though the principles of ‘common:

ok (s iy

prudence ‘do not always govern. the: conduét of every. individual,.
hey always influence that of the.,-maiori‘;yﬁgf_;e,mfye—clafs”gf order.

tjl?ut the revenue of idle people; ‘confidered as a. clafs or. order, .
_fcannot, in the fmalleft degree, be increafed by thofe operations of ©
banking. ‘Their expence in. general, therefore, cannot be “much :
increafed by them, though that of a few individuals among them :
may, and in. reality fometimes is.. The demand ~of - idle. people,'.
 therefore, for foreign goods, being the fame, or. very. nearly the-
fame, as before, a very finall part of the money, which being forced.

abrgadvby thofe operations of ‘banking, is employed in purchafing

foreign goods for home: confumption, is likely to be employed in.

.purchafing thofe for their bfe,. The greater part of it will naturally .
. be-
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be deftined for the employment of induﬁry, and not for the main-
tenance of idlenefs, . ‘ : ,

WHEN we compute the quantity of induftry which the cir.
culating capital of any fociety can employ, we muft always have
regard to thofe parts of it only, which confift iy provifions, mate. -

rials, and finifhed work : - the other, which confifts in money, and
which ferves only to circulate thofe three, mug always be deduéted,
In oider to put induf’try into motion, three things are requifite ;
materials to work upon, toels to work- with, and the wages or
Yecompence for the fake of which the work is done, Money is
neither a material to work upon, nor g tool ;to work with ; 'and
though the wages of the Wgrkma»ni are ,“cgmmﬁ.gn,ly paid to him in

money, hisreal revenue, like that of all other h;ei;,, confifts, noi in

the money, but in the money’s worth ; not in the metal pieces, but
in what can be got for them, » £

TuE quantity of induftry which any capital can employ, mudt,
evidently, be equal to the number of woerkmen whom it can {upply
tools, and a maintenance fuitable to the nature of

F Y, 1s é@rtainly nét_cgual both to the money which pur=

d to the materials, toals, and maintenangg, which ars

purchafed with it but only to one or other of thofe two values,
and to the latter more properly than to the former,

WheN paper is {ubftituted in the room of gold and filvey money,
the quantity of the materials, tools, and maintenance, which the
%WlIOiI&:CiI'Culaz’fziqg capital can fupply, may be increafed by theiwhole
value of gold and filyer which ufed to be employed in putchafing.
. Zz2 : - them,
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them. The whole value of the great wheel of circulation and
dif’cribution,' is added to. the goods which are circulated and
diftributed by means of it. The oPCration, in {fome meafure, re-
fembles that of the undertaker of fome great work; who, in confe-
quence of fome improvemcht in mechanicks, takes down his old
machinery, and adds the difference between its price and that of

the new to his circulating capital, O the fund from which he fur-
mifhes materials and wages to his workmen.

 WWaar is the proportion which the circulating money of any
country bears to the whole value of the annual produce circulated
by means of it, it 'is, perhaps, impoffible to determine. It has
been computed by different authors at a fifth, at a tenth, at @
twentieth, and at a thirtieth part of that value. But how fiall
foever the proportion which the circulating money may bear
to the whole value of the annual produce, as but a part, and fre=
quently but a fmall part, of that produce, 1s ever deftined for the:
maintenance of induftry, it muft always bear a very confiderable
proportion to that part. When, therefore, by the fubftitution of
. paper, the gold and filver -neceffary for circulation is reduced to;
~perhaps, 2 fifth part of the former quantity, if the vatue of only
the greater part of the other'fdur—“ﬁft‘hs’ﬁﬁfé%éaa”éa to the funds which.
are deftined for the maintenance“of induftry, it muft make a very.
‘ confiderable addition to the quantity of that induftry, and, con=
{fequently, to. the value of the annual produce of land and.
labour. ‘ CT .

- An operation of this Kind has, within thefe five and txventy or”
thirty years, been perforrx}ggl;.jgnu_ﬁcotland,., by the creftion of new
banking companies in almoﬁ evé:ry-.bqﬁﬁﬁ%é}jlﬁbwﬁ5 and even i
~ {ome country villages.  The &ffects of it'have been precifely - thofe

~above defcribed, T he bufinefs of the country is almoft entirely

e a : catried
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carried on by means of the paper of thofe different banking CHAP,
companies, with which purchafes and payments of all kinds \‘—W
are commonly made. Silver very feldom appeals, except in the , //
change of a twenty fhillings bank note, and gold fill feldOIneLJc‘fﬁ'?/f Bt //é e
But though the conduct of all thofe different companies has not ,h//,,m @ gt oLt s
been unexceptionable, and has accordingly required an a& of

parliament to regulate it; the country, notvvlthﬁandmg, has”

evidently derived great benefit from their trade. I have heard it

afferted, that the trade of the city of Glafgow doubled in about 2 ez~ ‘?/ ‘é"w
fifteen years after the firft ereCtion of the banks there; and that the

trade of Scotland has more than quadrupled fince the firft ere@ion

of the two.publick banks at Edinburgh, of which the one, called

The Bank of Scotland, was- eftablithed by a&t of parliament in

1695, the other, called The Royal Bank, by royal charter im

1727. Whether the trade, either of Scotland in general or of

the city of Glafgow in particular, has really increafed in fo great

a proportion, during fo fhort a period, I do not pretend tor

know. 'If either of them has increafed in this proportion, it feems

to be an effect too great to be accounted for by the fole operation

- of this caufe. That the trade and induftry of Scotland, howevers

have increafed very confiderably: during this period, and that

the banks have contubuted a good deal to this increafe, ‘cannot:

be doubted

Tur value of the ﬁlver money which circulated in Scotland -
before the union,. in 1707, ahd which lmmedm;ely af'ter it was
brought into the bank of Scotland -in order to be re-coined,
amounted to 411, 1171 10s. gd. fterling, No. account has been.
got of the gold coin; but it appears from the antient accounts of
the mint of Scotland that the value of the gold annually coined.

{omewhat exceeded that of the filver *,, There-were a good. many -
'people too upon this occafion, who, from: a diffidence of res
# See Rudiman’s Preface to Anderfon’s Dlplomata, &c.l ;Scotlae. _

VOL. . 9 %3 payment; -
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B OI I0 K payment, didnot bring their filver into the bank of Scotland- ‘and

w—v— there was, befides, fome Englifh coin, which was not called
in. The whole value of the gold and filver, therefore, which
circulated in Scotland before the union, cannot be eftimated at
lefs than a million fterling, It feems to have conflituted almoft
the whole circulation of that country; for though the circulation
of the bank of Scotland, which had then no rival, was con~
fiderable, it feems to have made but a very {mall part of the
whole. In the prefent times the whole circulation of Scotland
cannot be eftimated at. lefs than two millions, of which that part
‘which confifts in gold and filver, moft probably, does not amount
to half a million. But though the circulating gold and filver of,
Scotland have fuffered fo great a diminution during this period,
“'i¢s real riches and profperity do not appear to have fuffered any.
Its agriculture, manufadures, and trade, on the contrary, the
annual produce of its land and labour, have evidently - been
augmented

ng IT is ch1eﬁy by dxfcountmg bills of exchange, that is, by ad-
E ‘vancing money upon them before they are due, that the greater
Sk vyart of banks and bankers ‘iffue their promiffory .notes. They.
dedu& always, upon whatever fum they  advanec;™ the legal
- intereft till the- bill fhall become due. The payment of the
“”{bﬂl when it becomes due, replaces to the bank the valye of
< what had been advanced, together with a clear profit of the

B

S s’wmtercf’t The  banker who advances to the merchant whofe

.. bill he difcounts, not gold and filver, but his own promlﬁ'ory
d’ notes, has the’ advantage of being able to dilcount to a greater
"+ amount, by the whole value of his promiffory notes, which he
“Afinds by expenence, are commonly in- circulation, He is thereby
? enabled to make his * clear gain . of mterei’t on fo much a

»argqr fum. ‘s Nk B“’“‘d”
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Tur commerce of Scotland, ‘which at prefent is not very great, CHA¥,
was {tll more incenfiderable when the two firlk banking. com- t—-—-ix-,,s
panies were eftablithed ; and thofe companies would have had but -
Jittle trade, had they confined their hufinefs to the difcounting of ._
| bills of exchange. They invented, therefore, another method of

Hiuing their promiffary notes ; by granting, what they called, cafh
accounts, that is, by giving credit to the estent of a certain fum,.
(two or three thoufand pounds, for example);. to any- individual .
who-could procure two perfons of undoubted credit and good landed:
eftate to become furety for him, that whatever. money thould be ‘
-advanced to. him, within the fum for which the credit had been . {Wﬁf’/ﬂc‘crunzﬁ -//
given, fhould be repaid. upon demand, together. with the legal meefios Cc hauclpy, .|
rint_erei’c; ~COredits of this kind are,. I belierve,_commonly granted by; e st '
e . S ' G Y Feead B ey
banks and bankers in all different parts of the world.. But the/;ﬁ /ﬁfj A sy
eafy terms wupon which the. Scotch. banking companies accept of. A W?;%
‘re-payment are, fo far as I know, peculiar to them, and havs, 'M”‘gﬁ{'{gw"//&“ﬂ
perhaps, been the principal caufe, both of the great trade of thofyyafW“% -
companies, and.of the benefit which the country has receivedifee < e »éf’fé*
from it.. ‘ ' CUTPCGre i singn
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R | AT R el e D,
- WiorvER hasa credit of this kind with one of thofe companies, % mz}f(,a@, #
| arn.'d, borrov;is gt.houfand pounds upon,i:c,_for exémple, may rePaY;/%%",?
this fum piece-rheal, by twenty and thirty pounds at a time, . the PR
~company difcounting a proportionable part of the intereft of the L b e
great fum from the day on which each of thofe {mall fums is paid .~
in, till the whole be in this manner repaid.  All merchants, there-
fore, and almoft all men of bufinefs, . find it cqnvenientvto\keepw e
fuch cafh accounts with them, and are thereby interefted to Pro=- . ‘
mote the trade of thofe companies, by readily receiving their notes -
in all payments, and by encouraging all thofe with whom ‘they.
have any influence to do the fame. The banks, when their cuftomers
‘apply to them for money, generally advance it to them in. their ow

‘ i ' promiffary -
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"800K promiffary notes. Thefe the merchants pay away to the manu-
L | fadurers for goods, the manufafturers to the farmers for mate-
yials and provifions, the farmers to their landlords for rent, the
“landlords repay them to the merchants for the conveniencies and
Juxuries with which they fupply them, and the merchants again
return them to the banks in order to balance their cafth accounts,
or to replace what they may have borrowed of them; and thus
lmoft the whole money bufinefs of the country is tranfatted

by means of them. Hence, the great tradg of thofe companies., .

By means of thofe cafh accounts every merchant can, without

imprudencé,‘ carry on a greater trade than he otherwife could do.

If there are two merchants, one in London, and the other n

Edinburgh, who employ equal ftocks in the fame branch of trade,

e : ___the Edinburgh merchant can, without imprudence, carry on a
Mf%%gﬁgmmg‘ axmmd%‘c;lter trade, and give employment to a greater number of people
o a5 7 obess merdythan the London merchapf.’r * The London mex@hant muit always
reccerd G a},}/,_ﬁ keep by him a confiderable fum of money, either in his own

Tt 2, g1t5coffers, or in thofe of his banker, who gives him no intereft for
il it in order to--anfwer the demands continually coming upon
\ ‘ ~him for payment of the goods which he purchafes upon credit,  Let

| M" the ordinary amount of this fum be ’fupppf\g\c}mmﬁymhuﬂd"fé*aw’pounds.
/s The value of the goods in his warchoufe muft always be lefs by
‘ ~ five hundred pounds than it would -have been, had he not been
1o M‘ged to keep fuch a fum unemployed. Let us fuppole that
L he generally difpofes of = his whole ftock upon hand, or of
/  ————"g00ds to the value of his whole ftock upon hand, once in the
A ~wyear. By being obliged to keep {o great a fum unemployed, he
‘muft fell in a year five hundyed poun‘dg worth lefs goods than he
might “otherwife have done.  His annual profits muft be lefs by
all that he ¢could “have made by the file of five hundred pounds
‘worth more goods ; and the huumber of people employed in pre-
x"”';pabin-g his goods for the market, muft be les by all thofe that
- - ° five
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five hundred pounds mere 'ﬁock could' have employéda ’ T'hé C I%A P.
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merchant in Edinburgh, on the other hand, keeps no money t—yomd

unemployed for anfwering fich occafional demands. When they.

aftually come upon him, he fatisfies them from his cath account
~with the bank, and'gradually replaces the fum borrowed with the
money or paper which comes in from the occafional fales of his
goods. With the fame ftock, therefore, he can, without imprudence,
have at all times in his warehoufe a larger quantity of goods
than the London merchant; and can thereby both make a greater
profit himfelf, and give conftant employment to a greater number
of induftrious people who prepare thofe goods for the market.
Hence the great  benefit which the country has derived from this
trade, | SR

. : d .

Tue facility of difcounting bills of exchange, it may be thought
indeed, gives the Englifh merchants a conveniency equivalent
to the cafh accounts of ‘the Scotch merchants. But the Scotch
merchants, it muft be remembered, can difcount their bills of ex-
-change as eafily as the Englith merchants ; and have, befides, the
additional conveniency of their cath accounts, - - ’

Tue whole paper money of every kind which canéaﬁ,l_y circi-
late in any country never can exceed the value of the gold and

filver, of which it fupplies the place, or which (the cdmmercq

being fuppofed the fame) would circulate there, if there was no

paper money, If twenty fhilling notes, for example, are the
~ loweft paper money current in Scotland, the whole of that cur-
vency which can eafily circulate there cannot exceed the fum

of gold and filver, which would ‘be neceflary for - tranfaéting f

- the dnnual exchanges of twenty fhillings value and upwards
ufually tranfaéted within that country. Should the ciroulating
‘paper at any time exceed that fum, as the-excefs could neither

: Vor. I. ‘ : 3.A | : . be .
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BOOK be fent abroad nor be employed in the circulation of the country, it
W—-...J muft immediately retarn upon the banks to be exchanged for
gold and filver. Many people would immediately perceive that
they had more of this paper than was neceffary for tranfacting
thcn bufinefs at home, and as they could not fend it abroad,
they would immediately demand payment of it from the banks.
When this fuperfluous paper was converted into gold and filver,
they could eafily find a ufe for it g],ly fending it abroad ; but they
could find none while it remained in the fhape of paper. There -
would immediately, therefore, be a run upon the banks to the
whole extent of this fuperﬂuous paper, and, if they fhowed any
difficulty or backwardnefs in payment, to a much greater extent;
the alarm, which this would occafion, nécellarily increafing the

run. }@m,\ﬁuw Z{rcuc) zwmouw Y ww oo wlreerts Mevd }7\2;710
Crol t5 S0t 5(!0 P, I"/wmfu/&dw- «."“"-: 2 ’:‘ Wigle ‘,” k
cerceladssta S fplys = B

Over and above the expences which are common to every

branch of trade; fuch as the expence.of houfe-rent, the wages
of fervants, clerks, accountants, &c. ; the expences peculiar to a
bank confift chiefly in two articles: Firft, in the expence of keep-
ing at all times in its coffers, for anfwering the occafional demands
of the holders of its notes, a large fum of money, of which it
Tofes. the intereft: And, fecondly, in the expence of- replenifhing
thofe coffers as faft as they are emptied by anfwering fuch occay
fional demands.

A BANKING company which ‘iffues more pape1 than can be
employed in the circulation of the country, and of which the
excefs is continually returning upon them for payment, ought to
increafe the quantity of. gold and filver, which they keep at all
‘times in their coffers, not;only in- proportion to this exceffive

" increafe of their circulation, but in a much greater proportion
their notes returning upon them much fafter than in proportion
4. : " to
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to the excefs of their quantity. Such a company, therefore, CHAP,
ought to increafe the firft article of their expence, not only in temy=—d

proportion to this forced increafe of their bufinefs, but in a much
- Y

7 3

s

. : il s ’,,j»:f e o A . ) .
greater proportion. f»zf'f’émﬁ et s %f;ﬂ /f;w; caml Py /«%{

Tue coffers of fuch a company too, though they ought to
be filled much ’fuller, yet muft empty themfelves much fafter than
f their bufine(s was confined within more reafonable bounds, and
muft require, not only a more violent, but a more conftant and
“uninterruipted exertion of expencé in order ‘to replenith them,
. The coin too, which is thus continually drawn in fuch large
quantities from their coffers, cannot be employed in the circula-
tion of the country. It comes in place of a paper which is over
‘and above what can be employed in that circulation, and is there~
fore, over and above what can be employed in it too. But as
that coin will not be allowed to lie idle, it muft, in one fhape
~or another, be fent abroad, in order to find that profitable employ-
ment which it cannot find at home; and this continual exportation
of gold and ﬁllkver, by enhancing the difficulty, muft neceffarily
cnhance_z fhll further the expence of the bank, in finding new
-gold and filver in order to replenith thofe coffers, which empty
themfclves fo very rapidly. Such a company, therefore, muft,
in proportion to this forced increafe of their bufinefs, increafs
the fecond article of their expence &ill more than the firft.

LeT us {uppofe that all the paper of a particular bank, which the
circulation of the country can eafily abforb and employ, amounts
-exattly to forty thoufand pounds; and that for anfwering occafional
~demands, this bank is obliged to keep at all times in its coffers ten
‘thoufand pounds in gold and.filver, Should this bank attempt -
to circulate forty-four thoufand pounds, the four thoufand pounds
which are over and above what the circulation can eafily abforb

| 3 A2 ' o | and




3064

THE NATURE AND CAUSES OF

BOOK gznd employ, will return upen it almoft -as faff jas they ‘are iffied.
st For anfwering oecafionial demands, -therefore, this-bank ought to

keep at all'times in its coffers, not cleven -thoufand .pounds only,.
but fourteen thoufand pounds. It will thus gain mothing by

the interelt of the four thoufand pounds exceflive circulation ;

and it will lofe the whole expence of eontinually cellecting four
thoufand pounds. in gold and filver -which will be continually

going out.of its coffers as. faft as they-are brought into them.

Hap every particular - bariking company :always underftood and
attended to its own particular “intereff, ‘the circulation never
eculd -have been overftocked with paper money. But' every par-
ticular banking company has not always underftood or attended:
to its own particular intereft, and the circilation has :fre'q'uentlyy
‘been overftotked with paper money.

By iffting too: great-a quantity of paper;, of which. the -excefs:
was continually returning, in order to-be exchanged for gold and:
flver, the bank of England was for many years together obliged to:"
coin gold to the extent of between eight hundred thoufand. pounds-

~and-a million a year ; oratan average, about eight hundred gpd fifty:

thotfard pounds. For this great Coinag”e,:A!%thE‘fl‘%éﬁﬁ. (in "confe=
querce of the worn-and degraded fiate into which the gold coin:
had fallen a few years ago): was frequently obliged to purchafe gold:
bullion at the high price of four pounds an ounce, which. it
foon -after iffued in coin at 3. 17s, 10d. an ounce, lofing in:
“this ‘manner ‘between two and a half and three per cent. upon:
“the coinage of fo very large a fum. Though the bank. there-
‘fore -paid mo feignorage, though the government was ‘properly.
at the expence of the coinage; “this liberality of government

did not prevent altogether the expence of the bank..

v THE .
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Tue Scotch banks, in confequence of an excefs of the fame CHAP,
kind, were all obliged to -employ conflantly agents at London u-gw

to colle€t money for them, at an expence which was feldom below
one and -a half or two per cent. This money was fent down
‘by-the waggon, and infured by the carriers at an additional expence
of three'quarters per cent. or fifteen fhillings on the hundred
pounds. Thofe agents were not always able to replenith the
eoffers of their employers fo faft as they were emptied. In this
cafe the refource of the banks was, to draw upon their coxrefpon-
‘dents in London 'bills of exchange to the extent of the fum which
they wanted. When thofe correfpondents afterwards drew upon
them for the payment of this fum, together with the intereft,
and a commlﬁion, fome of thofe banks, from the diftrefs into
‘which: their exceffive circulation had thrown them, had -fometimes:
no other means of fatisfying this dLaughtJbut by drawing a
fecond fett of bills either upon the fame, or tipon fome other
correfpondents in London ; and the fame fum, or rather bills for
~the fame fum, would in -this manner make fometimes more tham
two or three journies ; the debtor, bank, paying always the in-
tereft and commiflion upon the whole accumulated {um.. Even
thofe Scotch banks which never diftinguifhed themfelves by their
-extre Y% imprudence, were fometimes obliged to employ this ruinous.
refource.

Tue 'gdl‘d‘ coin which was - paid out either by the bank of
"Lngland or by the Scotch banks, in exchange for that part of’

their paper which was over and above what could be employed
in the circulation of the country, being likewife over and above
what could be employed in that circulation, was fometimes fent
abroad in the fhape of coin, fometimes melted down and fent
- abroad in the fhape of bullion, and fometimes melted down.and

fald to the bank of England at the high puce of four pounds.
7 SRR an.
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an ounce. It was the meweft, the heavieft, and the beft pieces
only which were carefully pmked out of the whole coin, and either
Jent abroad or melted down. At home, and while they remained
in the fhape of .coin, thofe heavy pieces were of no more value
.than the light : But they were of more value abroad, or when melted
.down into bullion, at home. Thebank of England, notwithftanding
.their great annual coinage, found to their aftonifhment, that
there was every year the fame {carcity of coin as there had been
the year before; and that notwithftanding the great quantity
.of good and new coin which was every year iffued from the
bank, the ftate of the coin, inftead of growing better and better,
became every - year worfe and worfe. Every year they found
themfelves under the neceflity of coining neatly the fame quantity
.of gold as they had coined the year before, and from the con- =
tinual rife in the price of gold bullion, in confequence of the
.continual wearing and clipping of -the coin, the expence of this
great annual coinage became every year greater and greater. The
bank of England, it is to be obferved, by fupplying its own

.coffers with coin, isindireétly 6bliged to fupply the whole kingdo‘m,'

into which coin is continually ﬂowmg from thofe coffers in:a*--

“great .variety of ways. Whatever coin therefore was wanted
~to fupport this exceflive circulation both of Scotch and Epgﬂ]ﬁﬂp

money, whatever vacuities this exceffive circulation occafioned in:-.
the neceffary coin of the kingdom, the bank of England was

- obliged to fupply them. ‘The Scotch banks, no doubt, paid all

of them very dearly for their own imprudence and inattention.

But the bank of England paid very dearly, not only for its own

imprudence, but for the much greater” 1mp1udence of almof’c all
the Scotch banks. : n
Tue over trading of fome bold pwojéctors in both parts .of

“the  united kmgdom, was ‘the original caufe of this exceffive cir-

L]
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which he trades, or even any ‘confiderable part of that capital;
but that part of it only, which he would otherwife be obliged
to keep by him unemployed, and in ready money for anfwering

never exceeds this value, it can never exceed the value of the:
gold and filver, which would- neceffarily circulate in the country
if there was no paper money; it can never exceed the quan-
tity which' the circulation of the country can eafily abforb and
employ. .

‘WaEN a bank dxfcounts to a merchant a real bill of exchange
*EEW W " drawn by a real creditor upon a real debtor, and whxch as foon
oo owe, 2VjY%E 5 becomes due, is really paid by that debtor; it only advances
%:j’ W“Mto him a part of the valye which he would otherwife be obliged.
i bl fuife 1O keep by him unemplolrcd and in ready money for anfwer~
' ing occafional demands. 'The payment of the bill, when it
e e becomes due, replaces to the bank the value of what it had
4 .advanced, together with the interet, The coffers of the bank, fo-
";"M e far_gs_its dealings are confined to fuch cuﬁ:ome;s, refemble a
so ges g M water ond from which, though a ftream is continually running;

e Lyl ,,_,Q 552t another is continually ronning. in, fully equal to that

?—f

-v‘*fhe pond keeps always equally, or very near equally full. Little or

fuch a bank,

A MERCHANT; without over-tradmg, may frequently - have:
occafion for a fum. of ready money, even when he has no bills to
. difcount. When a bank, befides difcounting his bills, advances.
o him likewife upon fuch ogeafions, fixch fums upon-his cath account,.

Vor. I, 3 A4 . froms

occafional demands. If the paper money which the bank advances

5 which runs out; fo. that, without any further care or attention,

no. expence. can ever be neceffary for replenifhing, the coﬁbrs of '

and accepts of a piece-meal repayment.as the monc:y comes im:

3 67

"WuAT a bank can with propriety advance to a melchant or CHAP
undertaker of any kind, is not, either the whole capital with t-—-«--)
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B OIO K from the occafional fale of his goods, upon the eafy terms of the
b banking companies - of Scotland; it difpenfes him entirely from

the neceﬁity of keeping any part of his ftock by him unemployeds,
and in ready money for anfwering occafional demands. When
fuch demands altually come upon hLm, he can anfwer them fuf-
ficiently from his eath account. The bank, however, in deal-
ing with fuch cuftomers, ought to obferve with great-attention,
whether in- the courfe of fome fhort period (of four, five, ﬁx,
or eight months, for example) the fum of the repayments which

it commonly receives from them, is, or is not," fully equal to
that of the advances which it commonly makes to them. If,

within the courfe of fuch fhort periods, the fum of the re-
payments from certain cuffomers is, upon moft occafions, fully
equal to that of the advances, it may fafely continue 'to deal
with fuch cuftomers. Though the fiream which is in this cafe

contmually running out from its coffers may beé very lar ge, that

which is continually runmng into then muft be at leaft equally

‘ j
large, fo that without any further care or attention thofe coffers

are likely to be always equally or very near equally full ; and fearce

ever to require any extraordinary expence to replenith them. If, -
‘on the contrary, the fum of the repayments from certain other
“cuftomers falls commonly very much thort of the advances which
it makes to them, it cannot w1t11 any fafety conﬂnue to deal
‘with fuch cuf’comels, at leaft if they continue to deal with it
iln fhls manmer. The fheam which is in this cafe’ conhnually

Tunning out from its coffers is neceffarily much larger: than that
which is contlnually 1unnmg in; fo that, unlefs they are reple~

nifhed by fome great and continual effort of expemce, thofe
coffers muft foon be exhaui’ced altogether.

-
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THE bankmg compames of Sd@ﬂamﬁ:} aecafdxngly, Yvere fm"

& lm;g time very wparefal to reqm;ra fiequent and regufar repaym
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ments from all their cuffomers, and did not care to deal with CHAP.
any perfon, whatever might be his fortune or credit; who did =g

not. make, what they called, frequent and régular operations
with them. By this attention, - befides. faving ~almoft entirely
the extraardinary expence of replenithing their coffers, they gained

‘two other very conﬁdemblc advantage&. ERE S

e -

"Fms"r, by ﬂiis‘ a’cf’ent'ién‘ they. 'Wei"e*en’aﬁl‘ed’ to* make fome
tolerable judgement concerning the thriving or declmmg Cir-
cumftances of their debtors, without being obliged to look  out
for any other evidence befidés what their owi books afforded

them ;. meén being for the. moft part eithier regular or irregular

in their repayments, accotding as thei circaiifances are either
thriving or declining. A private man ‘who: leids out’ his money
to perhaps half a dozen -orf a dozen:of debitoss,: may,: either by
himfelf or his agents, -obferve and enquire both conftantly “andf
carefally .into: the. conduét and fituation of each of themi But
a banking company, which lends money itd: perhaps five hundred

different people, and of which the -attention. is- contmﬁally occu~'

pied by objetts of a very different kind, can’ havewnor»xegaularv

@ }l«vﬂ‘lul
b

;: jt <
s

information concerning the: conduét. and’ circumftanees of the
greater part of its debtors beyond' what its own beoks afford
it In: requiring frequent. and reg{ﬂqf "rew‘péyrr‘ﬁefﬁ:s' fromi - alli
their cuftomers, the bankmg comparues of Scotlcmd h"td probably
this advantage n! vmw. ' T eT

SECONDLY, by tIns attentlom they‘ fecured“ ﬂ Bexﬂfeiv‘eé“ﬂo 743"
;the poffibility of iffuing more papet’ money than' what the cir-

will, caucculation of the country could: eafily abforb and’ employ W’hen-
‘;y _‘W “they obferved that within moderate perzodis‘ ‘of tiive the rf:-xpa’u‘f

~ments of arparticular cuffomer were upori moft occafior

equal to the- advances: which they had made to him, t
Vou. L. 3B
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BOOX be affured that the paper inoney which they had advanced to him,
;.'-\I;--.a had not at any.time exceeded the quantity of gold and filver

which he would otherwife have been obliged to keep by him
for anfwering occafional demands ; and that confequently the paper
money which they had circulated by his means had not at any
time exceeded the quantity of gold and. filver which would have
circulated in the country, had there been no paper money. The

»frequencv, regularity and amount of his re-payments would

fufﬁc:lently demonftrate that the amount of their advances had
at no time exceeded that part of his capital which he would
otherwife have been obliged to keep by him unemployed, and
in ready money for ‘anfwering occafional demands; that is,
for the purpofe of keeping the reft of his capital in conftant
employment. It is this part of his capital only which, within:
moderate periods of time, is continually returning to every dealer-
in the fhape of money, whether paper or coin, and continually
going from him in the fame _{hape. If the advances of the bank:
had commonly exceeded this part of his. capital, the ordinary

amount of his re-payments. could not, within moderate periods:

of time, have equalled the ordinary amount- of its: advances..
The fiream which, by means of his. dealings, was continually:
running into the coffers of the bank, could not.have been equal:
to the ftream  which, bV means of the fame dealings, was cons- -
tinually running out. The_adyances of the bank paper, by exceed--
ing the quantity of gold and filver which, had.there been no-
fuch advances, he would have been obliged to keep by him for -
anfwering occafional demands, might-foon come to exceed the whole
quantity of gold and filver which (the commerce being fuppofed ther
fame) Wonld have circulated in the country had there been-no paper:
money, “and confequently  to exceed the: quantity which the cir-.
culation of the country. conld eafily abforb: and employ; and the-

;;@xccfs of this Pa_pex money would, 1mmed1ately have returned upon. |

the.
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the bank in order to be exchanged for gold and filver. This fecond CHAP,
advantage, though equally real, was not perhaps fo well unde: ftood - m——s

by all the diEerent bénking ‘»e'ompanies o-f : Scotland as the firft,

WHEN’, partly by the convemcncy of d1fcountmg bills, and
partly: by that of cafh accounts, the cred1tablc traders of any
country can be difpenfed from the necefﬁty of keepmg any part
of their ftock by them, unemployed and in ready money, for
‘anfwering occafional demands, they can Treafonably expett no
fmther afliftance from banks and bankers, Who, when they have
gone thus far, cannot, confiftently with their own intereft and
fafety, go farther. A bank cannot, conﬁﬂently with its own
intereft, advance to a trader- the whole’ of even the greater part
of the circulating capital with which he trades; becaufe, though
that capital is continually returning to him in the fhape of money,
and going from him in the fame fhape, yet the whole of the re-
turns is too diftant from the whole of the out-goings, and the
fum of his repayments could not equal the fum of its advances
within fuch moderate periods of time as fuit the conveniency of

a bank. Still lefs could a bank afford to advance him any con-

fiderable part of his fixed capital; of the capital which the un-
dertaker of an iron forge, for example, employs in erefting his
forge and {melting-houfe, his work-houfes and warehoufes, the
dwelling ‘houfes- of his workmen, &c.; of the capital which the
undertaker of a mine ‘employs in finking his fhafts, in erecting

engines for drawing out the water, in making roads and waggon-

ways, &c. ; of the capital which the perfon who undertakes to improve
- land employs in clearing, - draining, - encloﬁng, ‘manuring . and
ploughing wafte and uncultivated fields, in bu11d111g farm-houfes

with all ‘their neceffary appendages of ftables, granaries, &c.‘

ich

~ 'The returns of the fixed capital are in almoft all cafes
flower than thofe of the circulating capital ; and fuch cxpences,

3 B2 7 - even.
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very feldomy return to the undertaker il "after @ period of. many
years, & period by far too diftant to ﬁm; the conveniency of a
bank., ‘Traders and other undertakers may, no doubt, with
great propricty, .carry on a very confiderable part-of their projects
with bormw@d m@ne 23 In uface to theu c;cdltors? howevcx, thelr

may fay fo, the caprtal qf thofe g:rec;h,tors,, Qr to mnder 1t X~
tr eamly 1mp1ababls that thQ(e crcd'ltOrrS fhould incur any lofs, even
though the fuccels of the pr o;e& ;(hould fall very much. fhort of
the expc():athn of tbe Prqe&m,s. Even  with, thx,s precaution,
toq, the MONEY, whxeh 18 borzovved and, whxch it is-meant fhould:
not be repaid till. afte;, a peuod of {evelal years, ought not to
be borrowed of a. banL, pbut ought to be borrowed ‘upon bond
or moxtwage, of fuch :private people as propofe to live upon the:
mtelef’c of t1¢4r meney,, W;th@ut taking the trouble themfelves
to employ the qagltal .and who.are upon that account willing,
to lend that capital to fuch people of good credit as are likely to
L.eep it for feveral years. A bank, indeed, which lends its money
without the ex ;ence of ﬁampt paper, .or of attorpies fees for
dxawmg bonds and. mmtmgeo, and . whicly accepts of .repayment
upon, thc mfy terms of thc bankmg companies " of Scotland ;.

would, no doubt, be a-very convenient creditor to fuch traders
and under takers, But i'uch tladers and undertakers. would,. furely,
be mofk ; mwnvempnt dsbl;ars to: fuch a bank ‘

IT is now more than ﬁve and ’cwenty years ﬁncc the paper
- money iffued by the different banking companies of Scotland
as fully equal, or rather was fomewhat mere than quy equal
~to what the circulation of the _country qeuld, ealily ablorb. and
employ Thofe Cempanies, thcmf@ae, had fo long ago given

all the aﬂlf’cance to.the. traders ap;d other ~undcrtakers of Scotland.
which
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which it is poffible for banks and bankers, confiftently with C HAP.
their own intereft, to give. Théy had even done fomewhat u—-g--&
more. They had over-traded a little, and had brought upon them~ o
felves that lofs, or at leaft ‘that diminution of profit, which 1in
this particular bufinefs never fails to attend the fmalleft degree
of oVer—térading. " Thofe traders and other undertakers,. having got
fo much affiftance from banks and bankers, withed to get fhll
more. The banks, they fesm to have thought, could extend
their credits to whatever fum might be wanted, without incurring,
any other expence befides that of a few reams of paper. They
complained of the contratted views and daftardly fpirit of the
directors of thofe banks, which did not, they faid, extend their
credits in proportion to the extenfion of the trade of the coun
try; meaning, no doubt, by the extenfion of that trade, the
extenfion of their own projetts beyond what they could carry
on, either with their own capital, or .with what they had credit
to borrow of: private people in the ufual way of bond or mort-~
gage. The banks, they feem to have thought, .were in honour
bound to: fupply the deficiency, and to provide them with all -
the caPltal which they wanted to trade with, The banks, how- !
ever, were of a different opinion, and upon their 1efuﬁng to
extend their credits, fome of thofé traders had recourfe to an.
expedient which, for a time, ferved their purpofe, though at
much greater expsnce, yet as eﬁe&ually as the utmoft extenﬁrm
of bank credits could have done. This expldient was no “other
than the well-known: fhift of drawing and re-drawing; the (hift.
to which unfortunate traders have fometimes recourfe when they
are upon the brink of bankruptcy. - The pradtice of rai
money in this manner had been long known in- Eﬂ@laa !
during the courfe of the late war,  when: the high prc
trade afforded a great temptation to over-trading, is fai

been carried on. to a very great extent. From. Engian
7 brought
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BOI 10 K brought into Scotland, where, in proportion to the very limited

Somymems -cOmmerce, and to the very moderate capital of the country, it

| ‘was foon carried on to:a much greater extent than it ever had
ibeen.in England. -

"Tue prallice of drawing and re-drawing is fo well known
‘to ail men of bufinefs, that it may perhaps be thought unneceffary
to give any account of it. But as this book may come into
the hands of many people, who are not men of bufinefs, and
as the effets of this practice upon the banking trade are not
perhaps generally underftood even by men of bufinefs them-
felves, I fhall endeavour to explain it as diftin&tly as I can,

‘0
Tuz !:%ffﬁf ‘Z);' m(’e?chants, which were eftablithed when the *é;i o rop
barbarous laws of Europe did not enforce the performance of % ?”T
their contralts, and which during the courfe of the two.laft centuries - e
have been adopted into the laws of all European nations, }have .
“given fuch extraordinary privileges to bills of exchange,¥that fheor, bux 1
. money is more readily advanced upon them} than upon any other "”’“ﬁﬁfy ﬁi
{pecies of obligation ; efpecially when they are made payable within } 7°
Jo fhort a period as two or three months after their date, - If when (wer mak
“the bill becomes due, the acceptor-does not pay it as foon asit
. -3 prefented, he becomes from that moment a bankrupt. The:
~wn bill is protefted, and returns upon the drawer, who, if he does not
_ immediarely puy-it;-becomes likéwife a bankrupt. If before it
came to the perfon who prefents it to the acceptor for pay-
ment, it had paffed through the hands of feveral other perfons,
who had fucceffively advanced to one another the contents of it
money or goods, and who, to exprefs that each of them
s turn received thofe contents, had all of them in their
orfed, that is, written their names upoﬁ the back of
cach endorferbecomes- in’ his turn lable to the owner -
of

¢
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of  the bill for thofe contents, and if he fajls to pay he becomes CH AP,
too from that moment a bankrupt. Though the drawer, ac- t.-—IyI—-J
ceptor, and endorfers of the bill thould, all of them, be perfons

of doubtful credit; yet fll the fhortnefs of the date gives fome

fecurity to the owner of the hill, Though all of them may be-

very likely to become bankrupts ; it is a chance if they all become

fo in fo thort a time, The houfe is crazy, fays a weary traveller

to himfelf, and will not ftand very long; but it is a chance if-

it falls to-night, and I Wi‘ll venture, therefore, . to fleep in it.
to-night, ’ N

- TwuE trader A in Edfgib%gh,.we fhall fuppofe, draws a bill upott :
‘B 1n London, payableﬁ:wq months after date. In reality B in f Vs
London owes nothing to A in Edinburgh ; but he agrees to accept’ qurt s /I,
of A’s bill, upon condition that before the term of payment he- & - a,j e
fhall redraw upon A in Edinburgh, for the fame fum, together = /7
~ with the intereft-and a commiffion, another bill, payable likewife g
two mionths after date. ' B accordingly, before the expiration of- De&b\%, :
the firlt- two menths, re-draws this bill upen A in Edinbur h;- 4 gy |
who again, before the expiration of the pfecond two mon%hs; /&o’vﬁﬁf‘”‘%
draws a fecond bill upon B in London, payable likewife two . "
months after date; and before the expiration of the third two
months, B in London re-draws. upon A in Edinburgh an-- T
other bill, payable alfo two months after date. This practice: A b J"‘é";ﬁw
“has fometimes gone on, not only for feveral months, but for: G Loy T
feveral years together, the bill always- returning upon A in‘
Edinburgh, with the accumulated interef and commifion ofs
all the former bills. The intereft: was. five per cent. in .t
year, and the commiffion was never lefs. than one half. pe
on each draught. This commiffion being repeated mo;
fix times inthe year, whatever money A might raife by ¢
pedient muft. neceffarily have coft him fomething more than elg

4 V Dy pere
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and fometimes a great deal more; when
e commiflion happened to rife, or when
d intereft upon: the intereft and.
his practice was called raifing

BOOK per cent. in the year,

a,.-l;.,-.J either the. price of th

M he was obliged to pay compoun
commiffion of former bills. T
money by circulation.

: ; In a country where the ordinary profits of ffock in the
ﬁ\& Doy Bozrgperey  Breater part of mercan‘ci& projetls are fuppofed to run between
l w n. ey Wéﬁx and ten per.v cent. ; it mu{’c have been a very fortunate fpe«»
¥ ?,:g& Holen sty 7 culation of which t‘hc returns could not only repay the enor-
RO mous expence at which the money was thus borrowed for car-
M ﬂl‘@%mﬂ ' rying it-on; but afford, befides, a good furplus profit to the pro-

je&or. Many vaft and extenfive projects, however, were under-
taken, and for feveral years carried on without any other fund to
{upport them befides. what was. raifed. at this enormous expence.
The projetors, no doubt, had in their golden dreams the moft
Jdiftiné vifion of this great profit.  Upon their awaking, however,
either at the end of their projetts, or when they were no lenger
able to carry th:é;;n on, they very feldom, I believe, had the good.
“fortune to find it. o '

Tus bills which A in Edinburgh drew. upon B-in London, he:
regularly difeounted two months before they were due with {fome
bank or banker in Edinburgh; and the bills which B inLonddn'
re-drew upon A in Edinburgh, he as regularly difcounted either
with the bank of England, or with fome other bankers.in Lon-
don. Whatever was advanced upon fuch circulating bills was, in
1burgh, advanced in the paper of the Scotch banks, and in:
don, when they were difcounted at the bank of England, in
the paper of that bank. Though the bills upon which this paper
d been advanced; were alb of them repaid in their turn as foon- '
as' they became due; yet the value which had. been. really ad-

o | ' ‘ ~ vanced
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vanced upon the firft bill, was never really returned to the banks CH A P.
which advanced it; becaufe before each bill became. due, another s.-—-IvI--J

bill was always drawn to fomewhat a greater amount than the bill
which was foon to be paid; and the difcounting of this other bill
was eflentially, neceflary towards the payment of that which was
foon to be due. This payment, therefore, was altogether fictiti-
ous. ‘The ftream, which by means of thofe circulating bills of
exchange, had once been made to run out from the coffers of the

banks, was never replaced by any ftream whxch really run into .

them. :

Tue paper which was iffuied upon thofe circulating bills of
exchange, amounted, upon many occafions, to the wholé fund
deftined for carrying on fome vaft and extenfive projeét of agri-
culture, commerce, or manufactures; and not merely to that

part of it which, had there been no paper money, the projector

wanld have been obliged to keep by him, unemployed and in ready
mouey, for anfwering occafional demands, The greater part of
this paper was, confequently, over and above the value of the
gold'and filver which would have circulated in the country, Had
there been no paper money. It was over and above, therefore,
what the circulation of the country could eafily dbforb and em-
ploy, and, upon that account, immediately returned upon the
banks m order to be exchanged for gold and filver, which they
were to find as they could. It was a capital which thofe
projectors had very artfully contrived to draw from thofe banks,

not only without their knowledge or.deliberate confent, but for

fome time, perhaps, without their having the moﬂ: diftant fufpicion
that they had really advanced it, SRR

Wz~ two people, who are continually drawing and Ie-rdrawmg
‘upon ane another, difcount their bills always with the fame banker,

Vor. L , 3C ' , he
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he muft immediately difcover what they are about, and fee clearly
that they are trading, not with any capital of their own, but with
the capital which he advances to them, But this difcovery is not al-
*t"ogether {o eafy when they difcount their bills fometimes with one
banker, and fometimes with another, and when the fame two per-
fons do not conftantly draw and re-draw upoi one another, but
occafionally run the round of a great circle of projectors, who find
it for their intereft to affift one another in this method of raifing
money, and to render it, upon that account, as difficult as pof—-«
fible to diftinguifh between a real and a fictitious bill of exchange;
between a bill drawn by a real creditor upon a real debtor, and a
bill for which there was properly no real creditor but the bank
which difcounted it; nor any real debtor but the projector who:
made ufe of the money. When a banker had even made this
difcovery, he might - fometimes make it too late, and might find
that he had already difcounted the bills of thofe projettors. to fo.
great an extent, that by refufing to difcount any more, he would
neceffarily make them all bankrupts, and thus,” by ruining them,.
might perhaps ruin himfelf. For his own intereft and fafety,
therefore, he might find it neceffary, in this very perilous fituation,
to go on for fome time, endeavouring, however, to withdraw.
gradually, and upon that account making every day greater and.
areater difficulties about difcounting, in order to force thofe projec-
tors by degrees to have recourfe,. either to other bankers, or to.
other methods of raifing money; fo as that he himfelf might, as.
foon as poffible, get out of the circle.. The difficulties, accordingly,.
which the bank of England, which the principal bankers -in:
London, and which even the more prudent Scotch banks began,.
after a certain time, and when all of them had already gone too
far, to make about difcounting, not only alarmed, but enraged:
in the highet degree thofe projeftors. Their own diftrefs, of
which this prudent and neceﬂ'ary 1eferve of the banks, was, no.
doubt,i
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doubt, the immediate occafion, they called the diftrefs of the coun-
try; and this diftrefs of the country, they faid, was altogether
owing to the ignorance, pufillanimity, and bad conduét of the

banks, which did not give a fufficiently liberal aid to the fpirited . -

undeltakmgs of thofe who exerted themfelves in order to beautify,
improve, and enrich the country. It was the duty of the banks,
they feemed to think, to lend for as long a time, and to as great
an extent as they might with to borrow. The banks, however,
by refufing in this- manner to give more credit to thofe to whom
they had already given a great deal too much, took the only method
by which it was now POﬂlblC to fave Glthel their own credit, or the
Pubhck credit of the country. ‘

In the midft of this clamour and diftrefs, a new bank was ‘eftas

blithed in Scotland for the exprefs purpofe of relieving the diftrefs '

of the country. The defign was generous;. but the execution -

was imprudent, and the nature and caufes of the diftrefs which it
meant to relieve, were not, perhaps, well underftood, 'This bank
was more liberal than any other had ever been, both in granting
cath accounts, and in difcounting bills-of exchange, With regard
tothe latter, it {feems to have made fcarce any diftintion between
real and circulating bills, but to have difcounted all equally, It
was the avowed principle of this bark to advance, upon any rea-
fonable fecunty, the whole capital which was to be employed in
improvements of which the returns are the moft flow and diftant,
fuch as theimprovements of land. 'To promote fuch i improvements
'was even faid to be the chief of the publick fpirited purpofes for
-which it was inftitated. By its liberality in granting cafh accounts,
and in difcounting bills of exchange, it, no doubt, iffued great
quantities of its bank-notes. But thaofe: bank-notes being, the
‘greater part of them, over and above what the circulation of t}-1e
country could eafily abforb and employ, returned upon.it, in

’ 3Cz2 , - order
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order to be exchanged for gold and filver, as faft as they were
iffued. Its coffers were never well filled.  The capital which had
been fabicribed to this bank at two different fubfeniptions, amounted

to one hundred and fixty thoufand pounds, of which eighty per

cent. only was paid up. This fum ought to have been paid in
at {everal different inftallments. A great part of the proprietors,
when they paid in their firt inftallment, opened a cafh account
with the bank; and the direftors, thinking themfelves obliged to
treat their own proprietors with the fame liberality with which they

" treated all other men, allowed many of them to borrow wupon this-

cafh account what they paid in upon all their fubfequent indtall-
ments. Such payments, therefore, dhly put into one cofter, what had
the moment before been taken out of another. But had the coffers of
this bank been filled ever fo well, its exceflive circulation muft
have emptied them fafter thanthey could ‘have been replenifhed:
by any other expedient but the ruinous ene of drawing upon Lon=
don, and when the bill became due, paying it, together with

intereft and commiffion, by another draught wpon the fame place.

Its coffers having been filled fo very ill, it is faid to have been:
driven to this refource within a very few months after it began to:
do bufinefs. The eftates of the proprietors of this bank were
worth feveral millions, and by their fubfeription to the original
bond or contratt of the bark, were really pledged for anfwering,

" all its engagements. By means of the great credit which fo great

© g pledge neceflarily gave it, it was, notwithftanding its too- liberal -

conduét, enabled to carry on bufinefs for more than two years.
When it was obliged to ftop, it had in the circulation about
two hundred thoufand pounds in bank-notes. In order to fup-
port the circulation of thofe notes, which were cdn‘tinually‘ returne
ing upon it as faft as they were iffued, it had been conftantly

~in the praétice of drawing bills of exchange upon London, of
which the number ‘and value were continually increafing, and,

4 : ; when
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when it ftopt, amounted to upwards of fix hundred thoufand CHAP. .
pounds. This"bank, therefore, had, in little more than the Krmigennd

courfe of two years, advanced to different people upwards of

¢ight hundred thoufand pounds at five per cent. Upon the two

hundred thoufand pounds which it circulated in ‘bank-notes, this

five per cent. might, pethaps, be confidered as clear gain, without

any other deduttion befides the expence of management. But

upon upwards of fix hundred thoufand pounds, for which it was , ;
“continually drawing bills of exchange upori London, it was paying;. ‘
in the way of intereft and commiffion, upwards of eight per

cent. and was confequently lofing more than three per cent. upon.

more than three-fourths of all its dealings.

Tue operations of this bank feem to have produced effeéts quite
oppofite to thofe which were intended by the particular perfons:
who planned and diretted it. '"They feem to have intended to fup~

- port the fpiritéd undertakings, for as fuch they confidered them,
which were at that time carrying on in different parts of the coun=
try; and at the fame time, by drawing the whole banking bufinefs
to themfelves, to fupplant all the other Scotch banks; patticularly
thofe eftablithed at Edinburgh, whofe backwatdnefs in difcounting
bills of exchange had given fome offence. This bank, no doubt,
gave {oine temporary relief to thofe projetors, and enabled them:

ﬁ to carry on. their projets for about two years longer than they

~ could otherwife have done.  But it theteby only enabled them to- {

get fo much deeper into debt, fo thdt when ruin came, it 'fell {o.
miuch the heavier both upot thetn atid upon their creditors. "The
operations of this bank, therefore, inftead of relieving, ifl teality:
aggravated in the long-run the diftrefs which thofé projectots had
‘brought buth upon themfelves and upon theit éountry. It twould have:

- been much better for themfelves, thi¢ir créditors and their country,

had the gredter part of them been obliged to ftop two yeafs foonei ’
' | ‘than .
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than they a&ually did. The temporary relief, however, which
this bank afforded to thofe projectors, proved a read and permanent

relief to the other Scotch banks. All the dealers in circulating bills
of exchange, which thofe other banks had become fo backward in

dlfcountmg, had recourfe to this new bank, where they were re-

ceived with open arms. Thofe other banks, therefore, were

enabled to get very eafily out of that fatal circle, from which they
could not otherwife have difengaged themfelves without incurring
a confiderable lofs, and perhaps too even fome deglec of dif-

 gredit,

In the'long-run, therefore, the operations of this bank increafed
the real diftrefs of the country which it meant to relieve; and
effetually relieved from a very great diftrefs thofe rivals whom it
meant to fupplant. '

A the firfk fetting out of this bank, it was the opinion of fome
people, that how faft foever its coffers might be emptied, it might
eafily replenifh them by raifing money upon the fecurities of thofe
to whom it had advanced its paper. Experience, I believe, {foon
convinced them that this method of raifing money was by much
too flow to anfwer their purpofe; and that coffers which originally
were o il filled, and which emptied thémfelves fo ver y faft, could
be replenithed by no other expedient but the ruinous one of drawing

- bills upon London, and when' they became due, paying them by

other draughts upon the fame place with accumulated intereft and
commiffion. But though they had been able by this ‘method to
raife money as faft as they wanted it; yet inftead of making a
profit, they muit have fuffered a lofs by every fuch operation; fo
that'in the long-run they muft have ruined themfelves as a mer-
cantile company, though, perhaps, not {o foon as by the more -

V ‘cxpenﬁve pm&me of, drawmg and re- drawmg T hey could {till

have
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have made nothing by the intereft of the papei, which, bemg over CHAP,
and above wha#the circulation of the country could abforb and e ——
employ, returned upon them, in o1det to be exchanged for gold

and filver, as faft as they iffued it; and for the payment of which

they were themfelves continually obliged to borrow money. On

the contrary, the whole expence of this borrowmg, of employing

agents to look out for people who had money to lend, of nego--

ciating with thofe people, and of drawing the proper bond or aflign~

ment, muft have fallen upon them, and have been fo much clear

lofs upon ‘the balance of their accounts. The projeét of replemfh- —

ing their coffers. in this manner may be'compared to that of a man’

who had a water-pond from which a fiream was contlnuallyﬁ
running out, and into which. no ftream was continually- running,.

. but who propofed to keep it always equally full by employing a:

number of people to go continually with buckets to a well at fome
miles diftance in order to bring water to replenifh it..

BuT though this operation had proved, not only praicable,.
but profitable to the bank as a mercantile company; yet the.’
country could have derived no benefit from it; but, on the. con~
trary, muft have fuffered a very confiderable lofs by-it.. This ope-
ration could not augment in the fmalleft degree the quantity of
money to be lent. It could only have erefted this bank into-
a fort of general loan office for the whole country.. Thofe'
who wanted to- borrow, -muft«have applied to this bank, inftead of”
applying to the private perfons who had lent it their money. But:
a bank which. lends money, perhaps, to five hundred  different
people, the greater part of whom its directors can know very little-
about, is not likely to be more judicious’ in the choice:of its-
debtors, than a private ‘perfon who lends out his money among-
a few people whom he knows, and in whof¢ fober and-frugal’

“condu& he thinks he has good reafon to confide. The debtors:

of fuch a bank, as that whofe conduét I have. been giving fome
| account:

it
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B %OK account of, were likely, the greater part of them, to be chime-
tme—t rical projectors, the drawers and re-drawers of #@rculating bills

of exchange, who would employ the money in extravagant under-
takings, which, with all the afliftance that could be given them,
they would probably never be able to complete, and which, if
they fhould be compleated, would never repay the expence which
they had really coft, would never afford a fund capable of majn-~
taining a quantity of labour equal to that which had been em-
ployed about them. The fober and frugal debtors of private
perfons, on the contrary, would be more likely to employ the
money borrowed in fober undertakings which were proportioned
to their capitals, and which, though they might have lefs of
the grand and the marvelous, would have more of the folid
and the profitable, which would repay with a large ploﬁt what-
ever had been laid out upon them, and which would thus afford

a fund capable of maintaining a much greafer quantify of labour
than that which had been employed about them. The fuccefs
of this operation, therefore, without encreafing in the {malleft
degree the capital of the country, would only have transferred a
great part of it from prudent and profitable, to 1mprudent and
vunproﬁtable undertakings.

Tuat the mduﬂ:ry of Scoﬂan;d 13}1g}4;ﬂ1@d f01 Want of money

to employ it, was the opinion of the famous Mr. Law. By efta~

blithing a- bank, of a. pa,rtxculax kind, which, he feems to have
imagined, mxght iffe paper to the amount of the whole value
of all the lands in the country, he propofed to remedy this want of
money. The parliament of Scotland, when he firft propofed his

- project, did not think proper to adopt it. It was aftexwa1d$

adoptng with fome variations, by the duke of Orleans, at that

‘time regent of F Lance, The idea of ;;he poffibility of mult1ply1ng

paper money to almgfr, any extent, was the real foundation of what -

 is called the Miffiffippi &heme, the moft extravagant, project both.
: ' ' ' of
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of panking and frock-jobbing that, perhaps, the world ever faw.

The different oferations of this fcheme are explained fo fully, fo
clearly, and with fo much order and diftin&nefs, by Mr. Du
Verney, in his Examihation of the Political Refletions upon

Commerce ‘and Finances of Mr. Du Tot, that I {hall not give

any account of them. The principles upon which it was founded
are explained by Mr. Law himfell¥ it a difeourfe concerning money
and trade, which he publifhed in Scotland when he firft propofed
his project. - The {plendid, but vifionary ideas which are fet forth
in that and fome other works upon the fame principles, fill con-
tinue to make an impreffion upon many people, and have; perhaps,
in part, contributed to that excels of -banking, which has of late
been complained of both in Scotland and in other places.

Tur bank of England is the greateft bank of c;rculanon n

Europe. It was mcorpomtcd in pulfuance of an 2& of paxha- .

ment, by a chaltex under the great feal, dated the 27th July, 1694.

It at that time advanced to government the fum of one million two
fundred thoufand pounds, for an annuity of one hundred thou-
fand pounds ; or for 96 oool. a year mtcref’c at the rate of elght
per cent., and 40001 a yea1 for the e\:pence of mmqgement The

-~ credit -of the new - government eftablifhed by the revolution, we

may beheve, muft have been wvery low, when it was obhged to

‘bour ow at fo high an interet.

In 1697 the bank was, allovved to enlarge 1ts cap1ta1 ftock by an
engraftment of -1, 001, 1711 10s. Its whole capital ftock, there-
fore, gmounted at this time to 2,201,171l 10s.  This engraft-
mentis f#id to have been for the fupport of publick credit; - In 1696
talhes had been at forty, and fifty, : and fixty per, cent.. dﬂ‘count,
and bank notes at twenty per-eent. *, Durmg the gzcaMecomage of

‘the filver, which was going on at tlns time, the bank had thought
- proper to chfcontmue the payment of its no‘ces, which neceﬁ}; “l.‘[y
occahomed thelr dlfc1ed1t. , o L

* James Poﬁ]uthwaxte s Hiftory of the Pubhck Revenue, pagc 301.
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- In purfuance of the 7th Anne, €. vil. the bank advanced and
paid: into the cx(jhﬁquﬁr, the fum of 400,008% ;. making',in
all the fum of 1,600,000l which it had advanced: upon its-
original-annuity of 96,0001, intereft and 4o00l. for expence of

management. In. 1708, therefore, the credit of government was as

good as. that-of private perfons, fince it could borrow at fix per .
gent. intereft, the common legal and. market rate of thofe times. In
purfuance of the: fame act, the bank cancelled exchequer bills to
the amount of 1,775;027 L 178, 165d. at fix per cent. intereft,.
and was at the fime time- allowed- to- take in fubferiptions for
doubling its.capital. In 1708, ‘therefore, the capital of the bank

 amounted, to- 4,402,343 15, and it had advanced to government:

the fum of 3,375027L 17s. 103di

By a call of fifteen per. cent..in 1709, therewas paid in'and!
made fock 656,204 1. 15. 9d.; and by another. of ten per cent..
in 17105 506,448 125 11d. In confequence of thofe two
calls, therefore, the-bank capital amounted to 5:559:995L 148 8d..

In purfuance of the 8th George I: c. xxi; the bank: purehafed
of the South Sea €ompany, ﬁch to:the amount: of 4,000,000l 5;

. and in 1722,.1n confequence of the -fbferiptions which. it “had:

¢aken in for enabling it to make-this.purchafe, its capital ftock was:

, increaféd.f by 3,400,000 I; - At this fime, therefore, the bank had:
“advanced to the;pu%a}idlgig{g);y‘g;oz?k 178 105d0; andits capital .

frock ;ameﬁmed only.to: 8,9z9,9951. 145.. 8di  It:was upon this.
occafion that the fum which. the bank had advanced to the. publick;.-

- and for which it received intereft, beganfirft to exceed its capital ftock,

or the fum-for which it paid‘a dividend:to the proprietors of bank:

- fock; or, in other words, that. the. bank began to have an undi--

vided capital; over and-above its divided one.. It has continued to-

_have an 'uﬁdivide& capital of the fame kind -ever fince. In f‘174&.”'
;he bank had,. up_on "diffcrcnt occafions; advanced to the pﬂb~
R s o | ’ licks:
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Tick 11,686,8601. and its divided eapital had been r'aiféd by different CHAP.
talls and fubfcriptions to 16,786,0061. ~The ftate of thefs two L-»-i-«.d

fums has continued to be the fame ever fince. - In purfuance of the
4th of George III. &. 25 the bank agréed to pay to governtent for
the renewal of its chartef, 110,000 1. without inteteft of repayment,
“This fu, therefore; did not ificréafe éither of thefe two other fums.

Tue dividend of the bank Has varied according to the variations

in the rate of the intereft which it has, at different times, received
for the mohéy it had advanced to the publick; as well as according

to other circumftances. 'This rate of intereft has gradually -

been reduced from eight to thfee per cent. For fome years
paft the bank dividend has been at five and a half per cént.

Trug ftability of the bank of England is equal to that of the
Biitith government. All that it has advanced to the publick muft
be loft before its creditors can fuftain any lofs. No other
banking corapany in Ehgland can be eftablithed by aét of parlia-
mient, orcan confift of more than fix membérs. It afts; not only
&4 ani ordinary bank, but as a great engine of ftate. It receives and
pays the greater pait of the annuities which are dite to the creditors
of thie publick, it circulates exchequer bills, and it advances to
govérniient the annual amount of the land and malt taxes, which
dré Fréquently not paid up till fome years thereafter. In thofe dif-
férént opbiations, its duty to the publick may fométimes have
sbliged it, without any fault of its direCtors, to overftock the cir-
culatioti with paper money. It likewife difcounts mercharits bills,
aisd has, upon fevéral differént occafions, fupported the crédit of the
prificipal hiotfes, not ofily of England, but of: Hamburgh and
Holland., Upon ofie bccafion it is Taid tohave advanced for this pur-
ofe, in ote week, absiit 1,650,006 1. 5 @ gieat part of it in bullion.
1 do tiot, However, prétend to warrant either the gieatnels of the
fiitn, of the Thortiels of the Hme. Upon othér occafions, thisgreat
cotpany Kas beeii fediiced o thé neceffity of paying in fixpences.

3 D 2 ' It
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It is not by augmenting the capital of thecountry, but by
rendering a greater part of that capital active-and productive
than would otherwife be fo,. that the moft judicious operations

"of banking can increafe the induftry of the country. That part

of his caprcal which a dealer is obliged to keep by him unem-
ployed, and in ready money for ‘anfwering, occafional demands,.
is fo much dead ftock, which, fo long as it remains in this fitu-
afion, produces nothing either to him or to his country. The:
judicious operations of banking, enable. him. to' convert this dead
frock into active and produtive ftock;. into materials to work
upon, into tools to. work with, and into provifions and fub-

fiftence to. work for; into ftock which produces fomething both

to him and: to his country. ‘The. gold and. filver. mon@y which
c1rculates in any country, and by means of which,. the pb@duce;
of its land and Jabour is annually circulated and dlf’cnbuted“‘to
the proper confumers,’ is, in the fame manner- as- the ready money
of thie dealer, "all dead ftock. It is a very valuable part of the.

«capital of the country, which produces nothing to. the country..

The judicious operations of banking, by fubftituting paper in the-
room of a great part of this gold and filvers enables the country
to convert a great part of this dead ftock into attive and produc«i
tive ffock ;. into ftock which prod'ﬂceé {fomething to the country..
The gold and filver money ~which circulates in any country
may very: propeﬂy ‘Be compared to’a. highway, which, while it
circulates and. carries to market all the: grafs and. corn of the-"
country, produces itfelf not a. fingle pile of either. The ]ud1—--‘

‘cious operations. of banking, by providing, if I may be allowed
fo violent a metaphor; a fort of waggon- Way thlough the air;,
' cnable the country to convert, as it were, a great part of its

hxghways into good paftures and corn ﬁelds, and thereby to in-
creafe very conﬁdex ably the annual. produce of its land and labour,

;flfhe commerce and’ mduf’c‘ry‘ of. the country, however, it muft be
, acknuwledged,. though they may be fomewhat augmented, cannot

S o b&
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be altogether fo fecure, when they are thus, as it were, fufpended %Hﬁ‘\P
upon the Deedalian wings of paper money, as when they travel emymed
about upon the folid ground of gold and filver. Over and above

the accidents .to which they are expofed from the unfkilfulnefs of

the condudtors of this paper money, they are liable to feveral others,

from which no prudence or tkill of thofe conductors can guard

them.. ' o -

An unfuccefsful war, for example, in which the enemy, got
poffeflion of the capital, and confequently of that treafure which
fupported the credit of the paper money, would occafion a much
greater confufion in a country where the whole circulation was
carried on by paper, than in one where the greater part of it was
car,riéd.'on by gold and filver. The ufial inftrument of commerce
having loft its value, no exchanges could be made but either by
barter or upon credit. All taxes having been ufually paid in paper
money, the prince would not have wherewithal either to pay his
t-rodps, or to furnith his magazines ; and the ftate of the country
would be much more irretrievable than if the greater part of ifs.
circulation had confifted in gold and filver. A prince, anxious to-
maintain his dominions at all times in the ftate in which he can
moft eafily defend them, ought, upon this account; to guard, not
only againit that exceffive multiplication of paper money whic_i?
ruins the very banks which iffae it; but even againft'that multi-
plication of it, which enables them to fill the greater part ‘"c‘)f the
girculation of the country with it:. '

THVE- circulation- of every. cduvntry“m-ay be chnﬁderednas‘divideci‘
“into two diﬂ”erent branches ; the circulation of the dealers with one 7y
another; and the circulation between the dealers and the confumers;
| Thoﬁghtthe fame pieces of money; whether paper or r.netal,: may
be.employed fometimes in the one circulation and fometimes. in'the

other, yet as hoth are conftantly going on at the fame time, C?Ch
' ) ‘ ‘ ’ requures
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requires a ceftain ftock of inottey of oite kind of ahother, to carry
it on. 'The value of thé goods circulated between the different
dealers, never can exceed the value of thofe citculated between the
dealérs and the confumers; whatever is bought by the dealers,

Being ultimately deftined to be {old to thé confumers. The ciréus

{ation between the dealers; as it is carried on by wholefale, requires

generally a pretty large fum for every particular tranfaction. - - That

between the dealers and the confumers, on the contrary, as it is
genetally cartied on by fretail, f“req“ueﬁﬂy tequires but very fmall
wones, a fhilling, or éven 4 halfpenny, being often fufficient. But
fmall fams circulaté titich fafter than large ones. A Shilling chaniges
wnafters miore frequently than a guines, and a halfpenny ihore
frequently than 4 fhilling. Though the anniil purchafes. of aﬂ
the confumers, therefore, are at leaft equal ifi vélue to thofé of all
the dealers, theéy can generally be tranfacted With a rdch fiallet
quantity of money ; the fame pidces, by 2 more f‘éﬁidﬁé’ﬂiir&ﬁlﬁfié‘ﬁ‘,
ferving as the mftrurnent of many tote purchafes of the one kind
than of the otliet. . o SR *

Parrr money may be fp regulated, as either to confine itfelf
very much to the circulation between the different dealers; or to
extend itfelf likewife to a great part of that between. the dealers
and khe confumers. Where no bank notes are ch{g\ﬂated under ten |
pounds value, asin London, paper money confines itfelf very much

to the circulation between the dealers, When a ten pound bank

note comes into the hands of a confumer, he is generally obliged to
change it at the firft thop where he has occafion to purchafe five
Thillings worth of géods, fo thidt it 6fteri réturhs into the hands of

4 dealer;, before the confumer has fperit the fortieth part of the

money. Where bank notes are iffued for fo fmall fulns as twenty
thillings, asin Scotland, papet miotiey exterids WIf to a confideruble
patt of the citculation between dedlers ahd corifiimets. - Befoie the
att of patliament, which put a fiop 1t the ciiculation of tell d4nd
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five thilling notes, it filled” a flill greater part of that circulation.
In the currencies of North America, paper was commonly iffzed
for fo fmall a fum as a fhilling, and filled almoft the whole of
that circulation, In fome paper currencies of Yorkfhire, it was
#lued even for fo fmall a fum gs a fixpence, f

Wrere the iffuing of bank notes for fuch wery fmall fums is
allowed and commonly practifed, many mean people are botl
enabled and encouraged to-become bankers. A perfon whofe pro~
miffory note for five pounds, ‘or even for twenty thillings, would:
be rejected by every body, will get it te be received without feruple:
when it is iffued for fo fmall a fum as a fixpence. But the frequent
bBankrupteies to which fuch beggarly bankers muft be Hable, may
eccafion a very confiderable i Inconveniency, and fometimes even &

very great calamity to many poor people whe had. received: then'
notes in payment. -

I'F were better, perhaps, that no' bank notes were iffted in any
past of the kingdom for a fmaller fum than five pounds. Paper
money would then, pr obably, confine itfelf, in every part of the
kingdom,. to the circulation between the different dealers, as much:
#s it does at prefent in' London, where no bank notes aré iffued:
under ten- pounds value 5. five pounds being, in moft parts of the
'lifngdom, ‘a fum:-which, though it will purchafe, perhaps, . little:
more than half the quantity of goods, is as much confidered, and!
15 as feldom fpent all at onee,. as ten pounds are am1di’c the profufe-
expenee of London..

WHERE paper money, 1’c‘ is to be obferve& is pretty 1 much con-
fined to the circulation between dealers and deale,rs, as at London,,
there is always. plenty of gold and filver.. Where it extends itfelf to-
a.confiderable part of the circulation hetween dealers and confumersa,

- a8
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as in Scotland, and fill more in North ‘America, it banifhes gold
and fiver almoft entirely from the.country ; -almoft all-the ordinary
tranfactions of its interior commerce - being thus carried on by
paper. ‘The fuppreffion of ten and five fhilling bank notes, fome~
what relieved the fearcity of gold and filver in"‘Scotland};-and the
fuppreffion of twenty fhilling nates, would probably relieve it {till

_more. Thofemetals are faid to have become more dbundant” in
America, fince the fuppre(fion of fome of their paper currencies:

They are faid, likewife, to have been more abundant before the
inltitution of thofe currencies. A

“Tuovcu paper. money fhould be pretty much confined to the
circulation between dealers and dealers, yet ‘banks and bankers
might fill be able to give nearly the fame affiftance to the induftry
and commerce of the country, as they had done when paper mency
filled almoft the whole circulation. The ready money which a dealer
is obliged to keep by him, for anfwering occafional demands, is
deflined altogether for- the circulation between himfelf and other
dealers, of whom he buys goods.. He has no occafion to- keep
any by him for the circulation between himfelf and, the confumers,
who are his cuftomers, and who bring ready money to him, inftead
of takh;g any from him. ‘Though no paper money, therefore, ' was
allowed to be iflued, but for fuch fums as.would confine it pretty
much to the circulation between dealers and dealers ; yet paitly by

_d'ifcdunting: real bills of exchange, and partly. by lending upon

cafh‘alccounts\, b;mks and bankers .might- ftill be able to relicye
the greater part of thofe dealers from the neceflity of keeping any
confiderable part of their ftock by them, unemployed and in ready

money, for anf{wering occaﬁ_ojjal d‘emands.ﬂ. They might fhll be

“dble to ,give the utmoft affiftance which banks and bankers. ¢an,

with propriety, give to traders of every kind, .

To
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To reftrain private people, it may be-faid, "from regeiving in CI}{_EIAP
Qpaymem the promiffary notes of a banker, for any fumwhether (y—d

great or {mall, when they themfelves are willing ta receive them ; or,
to reftrain a banker from: iffuing fuch notes, when all his néighbours
are willing to accept of .them, is a manifeft violation of that natural
liberty which it is the proper buﬁnéfs‘ﬂof tawe; -not to infringe, bt to
fapport. . Such regulations may, noe doubt; 'be: confidered .as in
fome tefpect a violation of natural liberty. ~ But, thofe exertions. of
the natural liberty of a few individuals, which might enddngei- the
-fccuuty of the whole fociety, are, and ought to be, wf‘cmned by
the laws of all governments; of the moft free, as well as of the
moft defpotical. The obligation of lgualdmb party walls, in order
to prevent the communication of fire, is a violation of natural
diberty, exattly of the fame kind WLth the regulatxon& q}f;‘ tha bankmg
trade which are hexe propofed C T o v RN L

| A PAPER maney cdnﬁ{’dng i:fm Bank.hb’ces,:imied by people of
undoubted credit, payable upon demand without any condition; and
in fatt al lways readily paid as foon as ‘prefented, is, in every
refpect, équal in vatue to gold and filver moneys fince g@ld: angd
filver money can at any time be had for it.: Whatever ‘s sither
bought or fold for fuch paper, muft meceflarily be: bcmght ot fokd
as c]zxeap as.it could havc been for gold and filver.

THE increafe of papm money, it has been faid by augmenting
the quantity, and confequently dnmmﬂmw the yalue of. the whole™
.cugrency, neceffamly augments: the “money price of commedltxes.
But as 1he quantity of gold and ﬁlver, ‘which 18 taken ﬁom the

currency, s always, equal tor the quantity. of paper ¥ wlucb is added -

to/it, Bapm money docs not neceffarily i 1nc1eafe the: quantu:y of the
whole CUrTency.: From the beginning of the le’c century, to, the
plefent times, PI.QVJ.ﬁODS never were cheaper in- Scetland;han in

Yor. L. : 3 E - R VA
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1759, though, from the circulation of ten and five fhilling bank-
notes, there was then more paper money in the country than at
prefent. The proportion between the price of provifions in Scot-
land and that in England, is the fame now as before the great
multiplication of banking compames in Seotland. Corn is, upon.
moft occafions, fully as cheap in England as in France; though:
there is a great deal of paper money in England, and {earce any in-
France. In 17¢1 and in 1752, when Mr. Hume publifhed his

Political difcourfes, and foon after the great multiplication of

paper money in Scotland, there was a very fenfible rife in the price.
of provifions, owing, probably, to the badnefs of the fea{'ons, and
not to. the multiplication of paper money..

It would be otherwife, indeed; with a paper money- confifting -
in promiffary. notes, of which the immediate payment: depended, .
in any.refpect; either upon the good will of thofe who iffued them ;.
or.upon a condition which the holder of the notes might not always-

- have it in his power to fulfil ; or. of which the payment was not

exigible till after a-certain number of years, and which-in the mean=.
time bore no.intereft.  Such-a paper money would, no doubt, fall:
more or lefs below the value of gold and filver; according as the.
difficulty, or uncertainty: of obtaining immediate - payment was .
fuppofed to be greater.or lefs ; or according to the greater or.lefs:
diftance of time at which payment was exigible. .

SomE years ago-the different : banking ";compani"e‘s of “Scotland :

* were in the-practice of. inferting into their bank notes, what they-

called an Optional ‘Claufe; by which they promifed payment to the -
bearer;- either -as- foon- as-the note: fhould be prefented;’ or; in the
option-of the directors; fix months after fuch prefentment, together -
with the legal intereft for the. faid fix months. The diretors of ©
fome of : thofe - banks fometimes took. advantage -of this optional .
4. " cldufe, |
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elaufe, and fometimes. threatened thofe who demanded gold and CHAP;
filver in exchange for a confiderable number of their notes, that ey

they would take advantage of it, unlefs fuch demanders would
content themfelves with a part of what they demanded. ' The
promiffary notes of thofe banking companies conflituted at that
time the far greater part of the currency of Scotland, ‘which this
uncertainty of payment neceffarily degraded below the value of
gold and filver money. During the continuance of this abufe,
(which prevailed chiefly in 1762, 1763, and 1764), while the ex-
change between London and Carlifle -was - at - par, that between
London and Dumfries would fometimes be four per cent. againft
Dumfries, though this town is not thirty miles diftant from
Carlifle. - But at Carlifle, bills were paid in gold and filver ; whereas
at Dumfries they were paid in Scotch bank notes, and the uncer-
tainty of getting thofe bank notes exchanged for gold and filver
coin had thus degraded them four per cent. below the valué of that
coin. The fame'adt of parliament which fupprefled ten and five

thilling bank notes, fupprefled likewife this optional claufe, and -

thereby reftored the exchange between England and Scotland fo its
-natural rate, or to what the courfe of trade and remittances might
happen to make it,

In the paper currencies of York{hire, the payment of fo fmalla

fum as a fixpence fometimes depended upon the condition that the

holder of the note thould bring the change of a guinea to the perfon
who iffued it; a condition, which the holders of fuch notes might
frequently find it verydifficult to fulfil, and which muft have degraded
this currency below the value of gold and filver money. An aét of
parliament, accordingly, declared all fuch claufes unlawful, and
fupprefled, in the fame manner as in Scotland, all promiflary notes,
payable to the bearer, under twenty fhillings value,” :

3 E a2 | “THE




396

THE NATURE AND . CAUSES OF

gb?o K Tus paper currencies of North Americ”a confifted, not in bank
W;Ev;md notes payable to the bearer on demand, but inra ‘government’ paper,.

of which the payment was not-exigible till foveral years: after it was

‘iffued : And though the colony governments paid no intereft to the

holders of this paper, they declared it to be, and in falt rendered
it, ‘a Jegal -tender- of payment for the full value for which it was.
iffued. -But allowing the colony fecurity.to be perfettly good; ‘&
hundred ‘pounds payable fifteen years hence, for ‘example,-in &
country where intereft’ is: at fix per cents: is worth Tittle-more thans
forty poundsread;n' money. Tooblige a creditor, therefore, fo accept
of this as full payment for a debt of a hundred pounds actually paid
down mwa@lym@aa@y, was an act of fuch violent injuttice, as liad

' fcarce; perhaps, been attempted by the government of any other

country which pretended to be free. It'bears the evident marks of
having originally been, what the honeft and downright Dottor
Douglafs aflures us it was,: a {cheme of fraudulent debtors to' cheat
their-creditors,  'The government aof P’enfyliranjé,”indeéd, pretendedy

u,??on'thaig; firfk cnﬁiﬁan of ‘paper money in 1722, o .render ﬂé,;@if; .

paper of equal value with gold and filver, by enafting penalties
againt all thofe who made any difference in the price of their goods;
when they fold them for a colony paper, and when they fold them for
gold and filver; a regulation equally tyrannical, but much lefs
effieCtual than that which it ‘was meant to-fipport. A pofitive law
may render a fhilling a legal tender for a guinea; becaufe it may
direct thgik'c,qu;ﬁj;g‘,:qf juftice to difcharge the debtor who has made
thattender. But ;rréfpoﬁti"yei law can oblige a perfon who fells goads,
and who 1s at liberty to-fell or not to fell, as be pleafes, to acceph
of a fhilling as equivalent to a guinea in'the price of them.  Not=
wit}z&zmding any reguolation of this kind, it appeared by the courfe
of exchange with ‘Great Britain, that a hundred pounds frerling

- was occafionally '_cp;jxgxﬁdemdzasf equivalent, in {ome of the colonigs,
‘to ahundred anid thirty pounds, and in others to fo great a fum as

eleven

DA
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eleven hundred pounds currency ; this difference id the value CHAP,
arifing from the difference in the quantity of paper emitted i<mu

" 1n the different colo‘nies,r and in the diftance and probability
of the term Qf its final difcharge‘and‘redemp‘rién. ' N

No law, therefore, could be more _eqiiitablé than the aét of par-
liament, o unjuftly complained of in the ¢olonies, which declared
that no paper currency to be emitted there in time coming, fhould
be a legal tender of payment. |

 Prysyrvania was always more moderate in its emiffions of

paper money than any other of our colonies. Its paper currency
accordingly is faid never to have funk below thevalue of the gold and
filver which was current in the colony before the firft emiffioni of its
paper money.  Before that emiffion, the colony had raifed the de-
nomination of its coin, and had, by alt of affernbly, ordered five

{hillings frerling to pafs in the colony for fix and three-

pence, and ‘afterwards for fix and eightv—pen‘c'ea A _pound colony
currency, therefore, even whén that currency was gold and
filver, was moré than thirty per cent. below the value of a pound
fterling 5 and when that currency was turned. into i)apcr,. it was
- feldom much more than thirty per cent. below that value. The
pretence for raifing the denomination of the coin, wds to prevent
the exportation of gold and filver, by making equal quantities of thofe
metals pafs for greater fums in the colony than they did in the mother
country. It was found, however, that the price of all goods from
the mother country: rofe exaélly in proportion as they raifed the

denomination of their coin, fo that their gold and fitver were exported..

‘as faft as ever.

Tz paper of cach ‘colony' being received in the: payment of the
provincial taxes, for the full value for which it had.been iffued,

7
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it neceffarily derived from this ufe fome add1t10na1 value, over and
above what it would have had, from the real or fuppofed diftance
.of the term of its finakdifcharge and redemption. 'This additional
-value was greater or lefs, according as the quant1ty of paper iflued
‘was more or lefs above what could be employed in the payment of
the taxes of the particular colony which iffued it. It wasin all the
.colonies very much above what could be employed in this manner.

A prince, who fhould ena that a certain proportion of his
taxes fhould be paid in a paper money of a certain kind, might
thereby give a certain value to this paper money ; even though the
¢erm of its final difcharge and redemption fhould depend altogether
upon the will of the prince.  If the bank which iffued this paper was
careful to keep the quantity of it always fomewhat below what could
«eafily be employed in this manner, the demand for it might be fuch as
to make it even bear a premium, . or fell for fomewhat more in the
tnarket than the quantity of gold or filver currency for which it was
iffued. Some people account in this manner for what is called the
Agio of the bank of Amfterdam, or for the fuperiority of bank
money over current money; though this bank money, as they
pretend, cannot be taken out of the bank at the will of the owner.
The greater part of foreign bills of exchange muft be paid in bank
money, that is, by a transfer in the books of the bank; and the
direCtors of the bank, they alledge, are careful to keep the whole
quantity of bank money always below what this ufe occafions a
demand for. [t is upon this account, they fay, that bank money
fells for a premium, or bears an agio of four or five per cent,
above the fame nominal fum of the gold and filver currency of the
«country. -‘This account of the bank of Amfterdam, however, I
thave reafon to believe, is altogether chimerical, '

;
o
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& parer currency which falls below the value of gold and
filver ‘coin, does not thereby fink the value of gold and filver,.
or occalion equal quantities of thofe metals to exchange for-
a fmaller quantity of goods of any other kind, The propor=-
tion between- the: value of gold and filver and that of goods
of any- other kind, depends in all cafes, not. upon the. nature-
or quantity of any particular paper money, which may be current:
in any particular country, but upon the richnefs or poverty of
the mines, which happen at any particular time to fupply the:
great market of the commercial world with.thofe metals, It-
depends upon. the proportion. between the quantity of labour:
which: is neceffiry in order to: bring' a certain quantity of’
gold. and filver to market, and that which is neceflary in:
order  to bring thither a. certain quantity of any other fort of:
goods, '

Ir bankers are reftrained’ from' iffiing any circulating bank:
notes, or notes payable to the bearer, for lefs than a certain.-

fum; and if they are fubjected to the obligation of an im--
mediate and unconditional’ payment: of fuch bank notes as:
foon as prefented, their trade may, with fafety to the publick, .
be rendered in- all other refpects perfectly free. The late-
multiplication' of banking companies in both parts of the-
united kingdom;. an event' by which- many people have been:
much alarmed, inftead of diminifhing, increafes the fecurity:
of the publick. It obliges all' of them to be more circum=.
fpett in their condut; and, by not extending their * currency:
beyond ‘its: due proportion- to- their cath, to guard'themfelves:
againft thofe malicious rums;, which the rivalthip of fo many"
competitors is always ready to bring upon them. It'reftrains:
the circulation of each' particular company within-a narrower-
circle, and reduces their circulating notes. to.a {maller number. .

Ba;j:
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Ry dividing the whole cxrculatxon Snto a ‘greater number of
parts, the failure of any one company, an ac<;1dent whlch, in
the courfe of thmgs, muft fometimes hapy’n, becomes of lefs
confequence to the pubhck. This free competmon too obhaes

“all bankers to be. more lberal in their deahncfs with their.

cuftomers, left their rivals. fhould carry them away. In

‘ "‘general if any. bxanch of trade, or any dwlﬁon of labour, be "

advantageous to the publick, the. freer and ‘more. general the

'«compenuon, it will always be the more fo.

CHAP IL
Of the zfccw;m/czizo;z qf Capital, or of produiive and unpro-
duétive Labours '

\HERE is one fort of labout which adds to the value of the
fubject upon which it is ‘beftowed : There is another which

khas no fuch -effect. The former, as it produces a value, may be -
‘called produ{hve, the latter unprodu&we # labour.  Thus the

1abour of a manufacturer adds generally to the value of the materials
which he wmhs upon, that of his own maintenance, and of his
maﬂ:ers PlOﬁt 1 he labour of a memal fervant, en the contlary,

‘_ad‘ds to the value of nothing. Though the manufacturer has his

ges. advanc;ed to him by his mafter, he, in reality, cofts him no
expence, the value of thofe wages being generally reftored, together
with a proﬁt, in the improved value of the fubject upon which his
labour is beftowed, ~ But the maintenance of a menial fervant never
is reftored. A man grows rich by employing a multitude of ma-

nufatturers :  He grows poor, by maintaining a multitude of

menga; ﬂ:nvants. The labour of the; 13;3:1, however, has its value,

% Some Freneh authors of great Iearmng and: mgenuxty have ufed thofe wordsina

- different fenfe.. In thelaft chapter of the fourth 'book I thall éndeavour to thow that
4 zheu- fenfe is anx improper one,

and
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and deferves its reward as well as that of the former. But thc labourof € HA P.
the manufacturer fixes and realizes itfelf in fome. parncular fubject of s

vendible commodxty, which lafts for fome time at leaft after
that labour is paft. It is, as it were, a certain quantity of labour
ftocked and ftored up to be employed if neceflary, upon fome other
occafion.  That fubjedt, or what is the fame thing, the price of
that fubjet, can afterwards, if neceflary, put into motion a quan-
tity of labour equal to that which had originally produced it. ~ The
labour of the menial fervant, on the contrary, does not fix or

realize itfelf in any particular fubject or vendible commodity, His

fervices generally perith in the very inftant of their performance,
and feldom leave any trace or value behind them, for which an
"equal quantity of fervice could afterwards be procured.

Tue labour of fome of the moft refpectable orders in the fociety
15, like that of menial fervants, unproductive of any value, and does
not fix or realize itfelf in any permanent fubje@, or vendible
commodity, which endures after that labour is paft, and for
which an equal quantity of labour could afterwards be procured.
The fovereign, for example, with all the officers both of juftice

and war who ferve under him, the whole army and navy, are

unprodudtive labourers.. They are the fervants of the publick,
and are maintained by a part of the annual produce of the induftry

of other people. Their fervice, how honourable, how ufeful, or

how neceflary foever, produces nothing for which an equal quantity
* of fervice can afterwards be procured. - ‘The protetion, fecurity,
and defence of the commonwealth, the effect of their labour this
year, will not purchafe its prote@ion, fecurity; and defence, for
_the year to come. In the fame clafs muft be ranked, fome

both of the graveft and moft important, and fome of the moft
" frivolous profeflions: churchmen, lawyers, phyﬁcians, men
of letters of all kmds ; players, buffoons, muﬁcxansf opera- "

Vor. I S 3 F o - fingers,
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BOOK fingers, opera-dancers, &c¢. The labour of the meaneft of thefe
. ' . . .
fe—y—ed has a certan value, regulated by the very fame principles which.

regulate that of every other fort of labour; and that of the nobleft
and moft ufeful, produces nothing which could afterwards pur-
chafe or procure an equal quantity of labour. Like the decla-
mation of the ‘aftor, the harangue of the orator, or the tune of
the mufician, the work of all of them periﬁhes_invtha very inftant
of its production. ' S

" Born produétive and unproductive labourers, and thofe who
do not labour at all, are all equally maintained by the annual pro~
duce of the land and labour of the country, This produce, how
great foever, can never be infinite, but muft have certain limits,
According, therefore, as a {fmaller or greater proportion of it is in
any one year employed in ‘maintaining unprodudive hands, the
more in the one cafe and the lefs in the other will remain for the
produétive, and the next year’s produce will be greater or fmaller
accordingly; the whole annual produce, if we except the {ponta-:
neous produétions of the earth, being the effect of produtive la=

~ bour. .

. Tuovcw the whole annual produce of 'the land and labour of
every country, is, no doubt, ultimately deftined for fupplying the
confumption of its inhabitants, and for procuring a revenue to them;
yet when it firfk comes either from the ground, or from the hands
of the produttive labourers, it naturally divides itfelf into two
parts. One of them, and frequently the largeft, is, in the firft
place, deftined for replacing a capital, or for renewing the pro-
vifions, materials, and finifhed work, which had been withdrawn |
from a capital; the other for conftituting a revenue either to the.

‘owner of this capital, as the profit of his ftock; or to fome other
perfon, as the rent of his land, Thus, of the produce of land,

one
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one patt replaces the capital of the farmer; the other pays his CHAP.
profit and the rent of the landlord; and thus conftitutes a revenue MIINL
both to the owner of this capital, as the profits of his ftock ; and -

to fome other perfon, as the rent of his land. Of the produce of
a great manufaé’cure, in the {fame manner, one part, and that
always the largeft, replaces the capital of the undertaker of the
work; the other pays his profit, and thus conflitutes a revenue to
the owner of this capital. |

- TuaT part of the annual produce of the land and labour of any
‘country which replaces a capital, never is immediately employed
to maintain any but productive hands. It pays the wages of pro-
duétive labour only. That which is immediately deftined for con-
ftituting a revenue either as profit or as rent, may maintain in-
differently either produétive or unprodutive hands.

WuaTever part of liis flock a man employs as a capital, he
always expe@s is to be replaced to him with a profit. He employs

it, therefore, in maintdining productive hands only; and after.

having ferved in the funétion of a capital to him, it conflitutes
avevenue to them, Whenever he employs any part of it in main-
taining unproductive hands of ‘any kind, that part s, from that
moment, withdrawn from his capital, and placed in his ftock re-
ferved for immediate confumption.

Uneropuerivs labourers, and thofe who do siot labour at aff,
‘are all maintained by revenue; either, firft, by that part of the
annual produce which is originally deftined for conftituting a re-
venue ‘\tofome?articular perfons, either as the rent of ‘Tand or as
the préﬁfs of ffock; or, fecondly, by that part which, though
‘originally deftined for replacing a capital and for maintaining pros
dutive labourers only, yet when it comes into their hands, what-

' T 3 F 2 gver
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BOOXK ever part of it is over and above their neceffary fubfiftence, may"
t—y— be employed in maintaining indifferently either produdtive or un~
~ productive hands. 'Thus, not only the great landlord or the rich
merchant, but even the common workman, if his wages are conw
fiderable, may maintain a menial fervant; or he may fometimes.
go to-a play or a puppet=thow, and fo contribute his fhare towards
maintaining one fet of ‘unproduétive labourers; or he. may pay.
fome taxes, and thus help to maintain anether fet, mere honours .
oble and ufeful, irndeed, but equally unproductive. No part of:
the annual produce, however, which had been originally. deftined -
to replace a capital, is ever direfted towards maintaining unpros .
ductive hands; ll. after it has put inte motion its full comples.
ment of ploduéhve labour, or all that it-could put.inte motiomn.:
in the way. in which it.was employed. The workman muft have.
earned his wages by work done, befare.he can.employ, any part of :
them in-this manner. 'That. part too is generally but a fmall one.-
It is his fpare. revenue only,. of which productive labourers have-.
feldom a. great deal. They generally have fome, however; and = -
in the payment of taxes the greatnefs of. their number may coms .
penfate, . in {fome- meafure, the. {mallnefs of ‘their contribution.. .
The. rent of land and the profits of ftock are every where, there= .
fore, the principal fources from which unprqdu&we hands derive -
their {fubfiftence. . Thefe are the two forts of revenug of which. the -
owners have generally: moft to {pare. . They might both maintair .
indifferently either productive or unprodugétive hands. ~They feem,, ,
however, _ to-have fome predilection for the latter. . The expence of |
a. great lord. feeds.generally more. idle than induftrious. people.-
The rich. merchant, though with his. capital he maintains indu-.
firious. people only, yet by his expence, that is, by the employ-
ment of his revenue, he feeds commonly. the very. fame fort as the .
great. lorda L oo
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TwE proportion. therefore, between the produ&ive and unpro- CHlﬁ.P°
,ductive hands, depends very much i every country upon the pro- teemp
portion between that part of the annual produce, which, as foon
as it comes cither from the ground or from the hands of the pro-
ductive labourers, is deftined for replacing a capital, and that which
is deftined for.conflituting a revenue, either as rent, or as profit,

This proportion is very different in rich from what.it is in poor .

countries,

E

Trus, at prefent, in the opulent countries of Europe, a very large,.
frequently the largeft portion of the produce of theland, is deftined for
replacing the'capital of the rich and independant farmer; the other

“for paying his profits, and the rent of the Iandlord But antiently; .
during the prevalency of the feudal government, a very fmall portion
of the produce was fufficient to replace the capital employed in cula -
tivation.. It confifted commonly in a few wretched cattle, ‘main~
tained -altogether by the {pontaneous produce of uncultivated land, .
and which might, thercfore, be confidered as a part of that fpontas -
‘neous produce. It gcnexally too belonged to the landlord, and was -
by him advanced to the occupiers of the land. ~ All the reft of the -
produce properly: belonged to him too, either as rent for his land; .
or as profit upon this paultry capital. ‘The occupieis of land were
generally bondmen, whofe perfons and effects were equally his pro- -
perty. Thofe who were not bondmen were tenants at will, and -
though the rent-which they paid was. often nominally little more -
than a quit-rent, it really amounted to the whole produce of the -
land. Their lord could at all times command their labour in .
peace, and their fervice in war. Though they lived. at. a diftance
from his houft, they were equally dependant upon him as his re-
tainers who lived in it, But the whole produce of the land un- .
~doubtedly belongs to him, who can difpofe of the labour and fer- -

vice of all thofe whom it maintains. In the prefent ftate of Europe, |
' the
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the Mare of the landlord feldom exceeds a third, fometimes not a
fourth part of the whole produce of the land. The rent of land,
fhiowever, in all the improved parts of the country, has been tripled
and quadrupled fince thofe antient times; and this third or fourth‘
part of the annual produce is, it feems, three or four times greater
than the whole had been before.  In the progrefs of improvement,
rent, though it increafes in proportion to the extent, diminifhes in
proportion to the produce of the land. |

In the opulent countries of Europe, great capitals are at prefent
employed in trade and manufaGures. In the ancient frate, the
Little trade that was ffirring, and the few homely and coarfe
manufa&ures that were carried on, required but very {mall ca-
pitals. 'Thefe, however, muit have yielded very large profits. The
rate of intereft was no where lefs than ten per cent. and their
profits muft have been {ufficient to afford this great intereft. At
prefent the rate of intereft, in the improved parts of Europe, 18
no where higher than {ix per cent. and in fome of the moft im-
proved it is o low as four, three, and two per cent. Though
that part of the revenue of the inhabitants which is derived from the
profits of ftock is always much greater in rich than in poor coun-
tries, it is becaufe the ftock is much greater: in proportion to the

frock the profits are generally much lefs:

TuaT part of the annual produce, therefore, which, as foon
as it comes cither from the ground or from the hands of the pro=
duive labourers, is deftined for replacing a capital, is not only
much greater in rich than in poor countties, but bears a much
greater proportion to that which is _i-mmedieztely deftined for con=
ftituting a revenue either as rent or as profit. ‘The funds deftined
for-the maintenance of produtive labour, are not only ‘much
greater in the fermer than in the latter, but bear a much greater

7 proportion
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proportion to thofe which, thou‘gh they mé‘y be employed to ain-

tain either productive or unprodu€tive hands, have generally a
predileCtion for the latter. : :

THE proportion between thofe different funds neceffarily deter-
mines in every country the general charalter of the inhabitants as
to induftry or idlenéfs.. We are more induftrious than our fore-

fathers; becaufe in the prefent times the funds deftined for the

maintenance of induftry, are much greater in p1opomon to
thofe which are likely to be employed in the maintenance of

idlenefs,. than they were two or three centuries ago. Our an-
ceftors were idle for want of a fufficient encouragement to in-
duftry. It is better, fays the proverb, to play for nothing, than to
work for nothing. In mercantile and manufacturing towns, where-

the inferior ranks of people are chiefly maintained by the employ-

iment of capital, they are in general induftrious, fober, and thriv—~
ing; as in many Englith, and in moft Dutch towns. In thofe
towns which are principally fupported by the conftant or occafional
refidence of a court, and in which the inferior ranks of people are-

chiefly maintained by the fpending of revenue, they are in general

idle, diffolute, and poor; as at Rome, Verfailles, Compiegne,

and Fontainbleau. If you except Rouen and Rourdeaux, there is

little trade or induftry in any of the parliament towns of France;-

and the inferior ranks of people being chiefly maintained by the

expence of the members of the courts of juflice, and of thofe who-
come to plead before them, are in general idle and poor.. The’

great trade of Rouen and Bourdeaux feems to be altogether the
effett of their fituation. Rouen is neceffarily the entrepdt of al-
moft all the goods which are brought either from foreign coun-
tries, or from the maritime provinces of Frarice; for the confump-
tion of the great city of Paris. Bourdeaux is in the fame manner
the entrepdt of the wines which grow upon the banks of the Ga-
ronne, and-of the rivers which run into it, one of the richeftiwine
| gountries
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BOOX .countries in the world, and which feems to produce the wine
wiw! “fitteft for expo,ltanon, or beft fuited to the tafte of foreign nations.
:Such advantageous {ituations neceffarily attralt a great capital by
:the great employment which they afford it; and the employment
.of this capital is the caufe of the induftry of thofe two cities. In
the other pailiament towns of France, very little more capital feems -
to be employed than what is neceffary for fupplying their own.
confumption, that is, little more-than the {malleft capital which can
be employed in them. The fame thing may be faid of Paris,
Madrid, and Vienna. Of thofe three cities, Paris is by far the
moft induftrious; but Paris itfelf is the principal market of all the
manufactures eftablithed at Paris, and its own confumption is the
principal objett of all the trade which it carries on.  London,
Lifbon, and Copenhagen, are, perhaps, the only three cities in
Europe, which are both the conftant refidence of a court, and can
at the fame time be confidered as trading cities, or as cities which
trade not only for their own confumption, but for that of other
cities and countries. The fituation of all the three is extremely
advantageous, and naturally fits them to be the entrepdts of a great
part of the goods deftined for the confumption of diftant pl laces.
In a city where a great revenue is fpent to employ with advantage
a capital for any other purpofe than for fupplying the confumption
of that city, is probably more difficult than in one in which the
inferior ranks of people have no other maintenance but what they
derive from the employment of fuch a capital. The idlenefs of the
greater part of the people who are'maintained by the expence of
revenue, corrupts, it is probable, the induftry of thofe who ought
to be maintained by the employment of capital, and renders it lefs .
advantageous to émploy a capital there than in other places.
'There was little trade or induftry in Edinburgh before the union.
When the Scotch parliament was no longer to be aflembled in it,
when it ceafed to bc the neceffary refidence of the principal nobility
4 ; and




THE WEALTH OF NATIONS.

and gentry of Scotland, it became a city of fome trade and mduf’cry
It ftill continues, however, to be the refidence of the principal
courts of juftice in Scotland, of the boards of cuftoms and excife,
&c. A confiderable revenue, therefore, ftill continues to be fpent
in it. In trade and induftry it is much inferior to Glafgow, of
which the 1nhab1tants are chleﬂy maintained by the employment of
capital. ‘The mhab1tants of alarge village, it has fometimes been.
obferved, after having made confiderable progrefs in manufa&ures,,
have become idle and poor, in confequence of a great lord’s having
taken up his 1eﬁdence in their neighbourhood,

Tue proportion between capital and revenue, therefore, feems.

every where to regulate. the proportion between induftry and

idlenefs. Wherever capital predominates, induftry prevails: Where-

ever revenue, idlenefs. = Every increafe or. diminution of capital,

therefore, naturally tends. to increafe or diminifh the real quantity of

induftry, the number of produétive hands, and confequently the .-

exchangeable value of the annual produce of the land and labour

of the country, the real wealth and revenue of all its mhabl-g

tants,

- CaprTaLs are increafed by parfimony, and d1m1n1ﬂled by pro-

dl gahty and mifcondudt,

- WnaTever a perfon faves from his revenue he adds to -his
capital, and either employs it himfelf in maintaining an additional
number of productive hands, or enables fome other perfon to do fo,
by lending it to him for an intereft, that is, for a fhare of the
profits. ~ As the capital of an individual can be increafed only

by what he faves from his annual revenue or his annual gains, -

fo the capital of a fociety, which is the fame with that of all the
Vo, L - . 3G o individuals
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B OOK individuals who ‘compofe it, can be increafed only in the fame
W manner.

Parsimony and not induftry is the immediate caufe of the
increafe of capital. Indufiry, indeed, provides the {ubje¢t which
parfimony accamulates. But whatever induftry might acquire,
if parfimony did not fave and ftore up, the capital would never
be the greater. '

‘Paxsimony, by increafing the fund which is deftined for the
maintenance of productive hands, tends to increafe the number
of thofe hands whofe labour adds to the value of the fubject
upan which it is beftowed. It tends therefore to increafe the
exchangeable value of the annual produce of the land and labour
of the country. It puts into motion an additional quantity, of
indufiry, which gives an additional value to the annual produce.

Wraat is annually faved is as regularly confumed as what is
annually {pent, and nearly in the fame time too; but it is con-
fumed by a different fett of people. That portion of his re-
venue which a rich man annually fpends, is in moft cafes con-
fumed by idle guefts, and menial fervants, who leave nothing
behind them in return- for their confumption.  That portion
which he annually faves, as for the fake of the profit it is im-
mediately employcd as a capital, is confumed in the {ame manner,
and nearly in the fame time too, but by a different fett of people,
by labourers, manufalturers, and artificers, who re-produce with:

‘3 profit the value of their annual confumption. His revenue,

we fhall fuppofe, is paid him in money. Had he fpent the
whole, the food, cloathing, and lodging which the whole could:
have purchafed, would. have been diftributed among the former
fett of people. By faving a part of it, as that paut i for the
' | 7 , v fake
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fake of the profit immediately employed as a capltal cither by CHAP.
Lim{elf or by fome other perfon, the food, cloathing, and lodging, L«iﬁ»«

which may be purchafed with it, are neceffarily referved for the latter.
The confumption is the fame, but the confumers are different.

By what a frugal man annually faves, he not only affords
* maintenance to an additional number of productive hands, for
that or the enfuing year, but, like the founder of a publick
workhoufe, he eftablithes as it were a perperual fund for the
maintenance of an equal number in all times to come. The
perpetual allotment and deftination of this fund, indeed, is not
always guarded Dby any pofitive law, by any truft-right or deed of
mortmain., It is always guarded, however, by a very powerful
principle, the plain and evident intereft of every individual to whom
any fhare of it fhall ever belong. No part of it can ever after-
wards be employed to maintain any but pr oduétive hands, without
an evident lofs to the perfon who thus perverts it from its proper
deftination.

Tus prodigal perverts it in this manner. By not conﬁmng
his expence. within his income, he encroaches upon his capltaL

Like him who petverts the ievenues of fome pious foundation

to profane purpofes, he pays the wages of idlenefs with - thofe
funds which the frugality of his forefathers had, as it were, con-

fecrated to the maintenance of induftry. By diminifhing the

funds deftined for the employment of produétive labour, he
neceffarily diminithes, fo far. ag'depends upon him, -the -quantity
of that labour which adds. a value to the fubject upen: which it

is beﬁowed and, confequently, the value of the arinual produce

of the Jand and. Jabour of the whole:country, the re_al wealth
and. revenue: of its inhabitants. If the prodigality of {ome: was

not qomgenfatsed by thefr mgahty of others, the conduft:-of every
3Gz2 ) ‘ prodlgal
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B OOK prodigal, by feeding the idle with the bread of the induftrious,
t_——y—-.J tends not only to beggar himfelf, but to impoverifh his country,

TrovGH the expence of the prodigal fhould. be altogethel in
home-made and no part of it in foreign commodities, its effect
upon the produtive funds of the {ociety would ftill be the fame,
Every year there would flill be a certain quantity of food and
cloathing, which ought to have maintained produttive, employed
in maintaining unproductive hands. - Every year, therefore, there
would ftill be fome diminution in what would otherwife have
been the value of the annual produce of the Iand and labour of

~the country.

THIS expence, it may be faid indeed, not being in foreign
goods, and not occafioning any exportation of gold and filver, -
the fame quantity of money would remain in the country as
before. But if the quantity of food and cloathing, which were

- thus confumed by unprodutive, had been diftributed among

productive hands, they would have reproduced, together with a
profit, the full value of their confumption. The fame quantity of”
money would in this cafe equally have remained in the country,
and there would befides have been a reprodution of an equal
value of confumable goods. There Would have. been two values
:nﬂ:ead of one. | “ ' '

Tus fame quantity -of money befides cannot long remain in:
any country, in- which the value of the annual produce diminifhes,

‘The fole ufe of ‘money is to circulate confumable goods. By

means of it, provifions, matemals, and finithed work, are bought

-and fold, and diftributed to-their proper confumers. 'The quantxty

of money, therefore, which can- be annually employed: in any

~ country muft be determined: by the value of ‘the confumable goods.
nrannually circulated within it, Thefe: muft confift either-in the

immediate.
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immediate produce of the land and labour of the country itfelf, CH ffp
or'in fomething which had been purchafed with fome part of that ‘e

produce. ‘Their value, therefore, muft diminith as the value of

that produce diminithes, and along with-it the quantity of money

‘which can be employed in circulating them. - But the money
which by this annual diminution of .produce is-annually-thrown
out of domeftick circulation will not be allowed to lie idle. The
imtereft of whoever pofleffes it, requires that it fhould be employed.
But having no employment at Home, it will, in fpite: of all laws
and 'prohibitions, be fent abroad, and employed in purchafing
confumable goods which may be of fome ufe at home.  Its annua}
exportation will in this manner continue for fome time to add
fomething to-the annual confumption of the country. beyond the
value of its own annual produce.. What in the days. of. its. prof=
perity had’ been faved from that annual produce, and employed.
i purchafing gold and filver, will contribute for fome: little- time-
to {upport. its confimption. in adverfity. ‘The exportation of gold.
and filver 1s, in this cafe, not the caufe, but the effect of its declen-

fion, and may.even for fome. little time alleviate the mifery of that.

dcclenﬁon..

Tue quantity of money, on the tontrary; muft i every:
country. naturally. increafe as. the. value of the annual produce:
increafes.. The, value of the confumable goods-annually circulated.
within the fociety being greater, will require a greater. quantity
of money to circulate them. A part of the increafed produce,.,
therefore, will naturally be employed in. purchafing, wherever it:

is to be had, the additional quantity. of gold- and filver. neceffary; .

for circulating, the reft., The increafe of thofe metals will in this.
cafe be the effect, not the. caufe, of the publick profperity. Gold.
and filver are purchafed every where in the {ame manner.. The

food,. cloathing, and lodgmg, the revenue and. maintenance. of

all:

3
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BOOXK gll thofe whofe labour or ftock is employed in bringing them from
a,-ff-...: the mine to the market, is the price paid for them in Peru as

well as in England. The country which has this price to pay,
will never be long without the quantity .of thofe. metals which it
has occafion for; and no- country will ever long retain a _quantity
Whlch it has no occaﬁon for.

WHATEVER, therefore, we may imagine the real wealth and
revenue of a country to confilt in, whether in the value of the
annual produce of its land and labour, as plain reafon feems to
dikate; or in the quantity of the precious metals which circulate
within it, ‘as vulgar prejudices fuppofe; in either view of the

matter, every prodigal appears to be a publick - enemy, and every
fmgal man a pubhck benefactor.

Tue effeéts of mi‘fcondu& are often the fame as thofe of pro-
digality. Every injudicious and unfuccefsful projet i in agricul-
ture, mines,  fitheries, trade, or manufa&ures, tends in the fame
manner to diminifh the funds deftined for the maintenance. of
produttive labour. In every fuch project, though the capital is
confumed by productive hands only, yet, as by the injudicious

spagger in which they are employed, they do mot reproduce the
~ull value of their confymption, there mufk always be fome disni-

nugion in what wquld chexwu'e have been the produéhve funds of
the fpcxe,ty, LR i | |

1T can feldg)m, .happcn, indeed, ' that the 'cifcumffaﬁce-s" of a
great. nation can be much affeCted either b’y the prodiga‘lity or
miftonduct of individuals; the profufion or imprudence of fome

being always more. than compmf&ted? Ey~ the ﬁugahty and good
ccmdu&f@f o@hem,~ NI

Wite
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‘WiTh regard to profufion, the principle, which prompts to C%IAP
expence, is the pafion for prefent enjoyment ; which, though fome~ v~

times violent and very difficult to be reftrained; is in general only
momentary and occafional. But the principle which prompts to.
fave, is .the. defire of bettering our condition, a defire which,.
though genérally calm and difpaffionate, comes with us from the

womb, and never leaves us till we go into the grave, In the

whole interval which. {eparates thofe two-moments, there is fearce
perhaps a fingle inftant in which any man is.fo perfettly and.
‘compleatly» fatisfied with his.. fituation, as to be without any
wifh of alteration or improvement of any kind. An augmen-
tation of fortune 1s the means by which the greater part of men
pfopofe and wifh to better their condition. /It is-the means the
moft vulgar and the moft obvious; and the moft: likely way of

augmenting their fortune, is to fave and accumulate fome part of
g g P

what they acquire, either regularly and annually, or upon fome
- extraordinary occafions. Though the principle of expence, there-
fore, ' prevails in almoft all men upen fome occafions, and in
fome men upon almoft all occafions, yetin the greater part of
‘men, taking the whole courfe of their life at an average, the
principle of ﬁuvdhty feems not only to predommate, but to pre-~
dominate very’ gl eatly. |

Wit regard to miftondud; the number of prudent and fuc

echful undertakings is* every where much greater than that of’
injudicious and unfudcefsful ones. ~ After all our complaints of

the frequency of bankruptcies; the' unhappy men who. fall into
this misfortune make but a very fmall part of the whole number
engaged. in-trade, and: all other forts of bufinefs ;: not much: more-

perhaps than one in 4 thoufind. = Bankruptey is perhaps the

greateft and'nioft humiliating’ calamity which can befal an innogent:

.Inan, The gfmatﬂr part of men,. therefore, are fufficiently. care—

~fuli
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ful to avoid it. Some, mdeed do not av01d 1t as fome do not

aVOid th@ganOWS._ 3 )4w t. ' ‘ " IILI L w?é‘.vbﬂj /’ -

v
e (u/‘—fft
fox /4, Lzam/ALb n.i%ﬂ Littes j,;“,le &

“‘GREAT nations are never 1mpover1{hed by private, though they
fometimes are by publick prodigality and mifconduct. The whole,

or almoft the whole publick revenue, is in moft countries employed

in maintaining unproduttive hands. - Such are the people who
compofe a numerous and fplendxd court, a great ecclefiaftical eftab<
lithment, great fleets and armies, who in time- of peace produce
nothing, and in time of war acquire nothing which can compenfate
the expence of maintaining them, even while the war lafts. Such
people, as they themfelves produce nothing, are all maintained '
by the produce of other men’s labour. When multiplied, there-
fore, to an unneceflary number, they may i a particular yeér
confume fo great a fhare of this produce, as not to leave'a fuf-
ficiency for maintaining the produttive labourers, who fhould re<
prodice it next year. The next year s produce, therefore, will
be lefs than that of the foregoing, and if the fame diforder fhould
continue, that of the third year will be ftill lefs than that of
the fecond. . Thofe unproductive hands, who fhould be main-~
tained by a part only of the fpare revenue of the people, may

confume fo great a fhare of their whole revenue, and thereby
-oblige fo great a number to encroach upon their capitals, upon

the funds deftined for the maintenance of produétive labour, that
all the frugality and good condu& of individuals may not be able
to compenfate the wafte and degradation of produce occafioned by
¢his violent and forced encroachment.

“Twmrs frugality and good. conduct, however, is upon moft oc-
eafions, it appears from experience, fufficient to compenfate, not
enly the private prodigality and mifcondut of individuals,. but
-the publick extravagance of government. 'The uniform, conftant,
- : ‘ 4 and
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and uninterrupted effort of every man to better his condition,
the principle from which publick and national, as well as private
optrlén-ce is brigiﬁaﬂy derived, is frequently powerful enough te
maintain the natural progrefs of things towards improvement, n
fpite both of the extravagance of government, and of the greateft
errors of admiﬁ*iﬁra-&ion; Like the unknown principle of animal
life, it frequently veftores health and vigowr to the conftitution, in
{pite, not only of the difeafe, but of the abfurd preferiptions of
- the doctor. - ‘ 5

Tae annual produce of the land and labour of any nation can
be increafed in its value by no other means, but by increafing cither
Lo L ', " N ey * R o R . 5 [ S vy d
the number of its productive Tabouters, or the produttive powers

of thofe labourers who had before been employed. The number

of its produ&‘ive labourers, it is evident, can mnever be much

increafed, but in confequence of an increafe of capital, or of the

funds deftined for maintaining them. The produétive powers of

the fame number of ‘Tlabourers cannot be increafed, but in con-
fequence cither of fome addition and improvement to thofe machines

and inftruments which facilitate and abridge labour; or of a mote
proper divifion and diftribution of employment. In either. cale

an additional capital is almoft always required. It is by means
of an additional capital only that the undertaker of any work can
cither provide his workmen with better machinery, or make a more
proper diftribution of employment among them. When the work
“to be done confifts of a number of parts, to keep every man con-
frantly employed in one way; requires a much greater capital than

where every man is occafionally employed in every different part

‘of the work. When we compare, therefore, the ftate of a nation
at two different periods, and find, that the annual produce of its
land and labour is evidenﬂy greater at the latter than at ‘the fofméf,
that its lands are better cultivated, its manufattures more nume-
~ Vor. L. 3 151 L rous
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BOOK reus and more flourithing, and its trade more extenfive, we may
v~ be affured that its capital muft have increafed during the interval
between thofe two periods, and that more muft have been added to
it by the good conduct of fome, than had been taken from it either
" by the private mifconduét of others, or by the publick extravagance
of government. But we fhall find this to have been the cafe of
almoft all nations, in all tolerably quiet and peaceable times, even ,
of thofe who have not enjoyed the moft prudeng and parfimonious
governments. To form a right judgement of it, indeed, we mtfk .
compare the ftate of the country at periods fomewhat diftant from
one another. The progrefs is frequently fo gsradual‘, that, @t near
_periods, the improvement is not ohly not’ fenfible, but from the
declenfion either of certain branches of ‘induftry, or of certain
diftricts of the country, things which foine{imes happen though the
country in general is in great profperity, "“tl,x_:ereﬁ frequently
arifes a fufpicion, that the riches ﬁnd induftry’ of the .whole
are decaying. ; \ o

o

Tre annual produce of the land and labour of Englahd, for
example, is certainly much grei‘%cr than it was, a little®more. than e
a century ago, at the reftoration of Charles IIx Though at & ™%
prefent, few people, I belicve, doulst of  this, yet cfuring this
period, five years have felddém paffed away in which fome book
or pamphlet has not been publithed, written too with fuch abilities.
as to gain fome authority with the publick, and pretending to
demonttrate that the wealth of the nation was faft declining, that
the country was depopulated, agriculture negletted, manufactures
decaying, and trade undone. Nor have thefe publications been
all party pamphlets, the Wrétched‘ oﬂ'épring of falthood and Venality.

Many of them have been written by very car‘idid‘ and very intelligent
pcoPlc;”Who wrote no‘ching but what they believed, and{fo;t no.
other reafon but becaufe they believed it, ~

&
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. Tue annual produce of the land and labour of England agam,
was certainly much greater at the reftoration, than we can {uppofe
it to have been about an hundr ed years before, at the acceffion of
Elizabeth. At this period too, we have all reafon to believe, the
country was much more advanced in Improvement, than it had been

about a century before, towards the clofe of the diffenfions between.

the houfes of York and Lancafter. Even then it was, probably,
in a better condition than it had been at the Norman conqueft, and
at the Norman conqueft, than during the confufion of the Saxon

Heptarchy. Even at this early period, it was celtamly a more -

improved country than at the invafion of Julius Ceefar, when its
inhabitants were nearly in the fame frate w1th the favages in
North Amerlca. R '

In each of thofe perxods, howeve1 thexe was not only much pnvatc

and publick profufion, many expenfive and unneceffary wars, great:

perverfion of the annual produce from mamtammg productive to

maintain unprodué‘cwe hands ; but fometimes, in . the confufion

of civil difcord, {fuch abfolute wafte and deftru@®ion of ﬁock -as

might be fuppofed, rot only to retard, as it certainly did, the.

natural accumulation of nches, but to have left the country, at the

end of the period, poorer than at thie beginning. Thus, in the.
happieft and moft fortunate period ‘of them all, that which has-

pafled fince the reftoration, how.many diforders and. .misfortunes
have occurred, which; could they have been forefeen, not only the
1mpover1fhment but the total ruin of the country would have been
expected from them? "The fire and the plague of London, the two
Dutch wars, the diforders. of the revolution, the war in Ireland,

the four expenfive French wars of 1688, 1701, 1742, and 1756,

‘together with the two rebellions of 171 5and 1745. In the courfe of

~ the four French wars, the nation has contrafed more than a

hundred and forty five millions of debt, over and above all the
3 Haz | other
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ather extraordmary annual expence which they occafioned, fo that
the whole cannot be computed at lefs than two hundred millions.
So great a fhare of the annual produce of the land and labour:

of the country, has, ﬁnce the revolution, been employed upon"

different occafions, in maintaining an extraordmary number of un-"
produttive hands. But had not thofe: wars given this particular
direftion to fo large a capital, the greater part of it would naturally-

‘have been employed in maintaining productive hanids, whofe labour

would have replaced, with a profit, the whele value of their
confumption, “The value of the annual produce of the land and. -

labour of the country, wauld have been confiderably increafed

by it every:year, and every year’s increafe would have augmented
fill more that of the next year. More houfes would have been

‘built, more lands would have been improved, and thofe which had

been improved before would have been better cultivated, more
manufafbures. would have been: eftablithed, and thofe which had
been eftablithed: before would have been more extended ; and to
what height the real wealth and revenue of the country might, by
this time,, have been raifed, it is not pelhaps very ea(y even to-
1mag1ne.

BU&{ thotigh the profufion’ of government mufk, ;undOubtéd‘ly,n

‘have retarded the natural progrefs of England towards wealth and

improvement, it has not been able to ftop it. The annual produce
of its land angd labour is, undoubtedly, much greater at prefent

than it was cither at the reftoration cor at the revolution. The

capital, therefore, -annually employed in cultivating this land, and
in maintaifing this labour, muft likewife be much greater. In the
mid{t of all the exactions of government, this capital has been:
filently and- gradually accumulated by. the private frugality and
good conduék of individuals, by. their- univerfal, continual, and
uninterropted effort to better their own condition, Itis this effort,

4 ) ' protetted
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proteGted by law and allowed by liberty to exert itfelf in the C Iilﬁ*'l’?
manner that i3 moft advantageous, which. has maintamed the temv=—t
progrefs of England towards opulence and improvement in almoft:

11 former times, and which, it is to’ be hoped, will do fo in alk

| future times.. England, however, as it has never been bleffed with

g very parfimonious government, {o parfimony has at no time been

thoe charadteriftical virtue of its inhabitanits.. It is the higheft im-
pertinence and prefamption, therefore, in kings and minifters, to

pretend to watch over the ceconomy of private people, and to

reftrain: their expence either, by fumptuary laws, or by prohibiting »
the importation of foreign tuxuries. ‘Fhey are themielves always, '
and without any exception, the greateft fpendthrifts in the fociety.

Tt them ook well after their own expence, and they may fafely

truff private people with theirs. If their ow extravagance does not

ruin the ftate, that of their fubjects-never will. ' "

As frugality increafes»‘, and prodigality diminifhes the publick

capital, (> the condut of thofe, whofe expence juft equals their
revenue, without ~either accumulating or encroaching, neither
~increafes. nor diminifhes it, Some modes of expence; howevers
feem to contribute more to the growth of publick opulence

than others.

Tup revenue of an individual may be {pent, either in things
which are confumed immediately, and in which one day’s expeme.
' can. neither alleviate. nor fupport that of anothers or it may be
{pent 1n things more durable, which can therefore be accumulateds.
and in which every day’s expence may, as he chudks, either alleviate,
or fupport and heighten the effet of that of the following day.
A man. of fortune, for: example, may either fpend his revenue
i a profufe and fumptuous table, and in maintaining a great number

of menial fervants, and a multitude of dogs and horfes; or con= -
, ‘ tenting
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B %0 K ténting‘ himfelf with afrilgal table and few attendants, he may lay

- —v— out the greater part of it in adorning his houfe or his country villa,

in ufeful or ornamental buildings, in ufeful or ornamental furniture,
In colleting books, fatues, pitures; or in things more frivolous,

Jewels, baubles, ingenious trinkets of different kinds; or, what

is moft trifling of all, in amafling a great wardrobe of fine clothes,

like the favourite ‘and minifter of g great prince who died a few
- years ago. Were two men of equal fortuse to {pend their revenue,

the one chiefly in the one way, the other in the other, the magni-

- Hcence of the perfon whofe expence bad been chiefly in durable
- commodities, would be continually increafing, every day’s expence
contributing {fomething to fupport and heighten the effet of that

of the following day: ‘That of the other, on the contrary, would
be no greater at the end of the period than at the beginning. - The
former too would, at the end of the period, be the richer man of
the two. He would have a ftock of goods of fome kind or other,
which, though it might not be worth all that it coft, Wogld always
be worth fomething. No trace or veftige of the expence of the
latter would remain, and the effects of ten or twenty years pro-
fufion would be as compleatly annihilated as if they had' never

exifted.

As the one modeiof expence is more favourable than the other
to the opulence of an individual, fo is it likewife to that of a nation,
The houfes, the furniture, the cloathing of the rich, in a Litle

 time, become ufeful to the inferior and middling ranks of people.

They are able to purchafe them when their fuperiors grow weary of
them, and the general accommodation of the whole people is thus
gradually improved, when this mode of expence becomes univerfal
among men of fortune, In countries which have long been rich,
you will frequently find: the inferior ranks of people in poffeffion,
both of houfes and furniture perfeltly good and entire, but of

: - ' which
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which neither the one could have been built, nor the other have CHAP:
been made for their ufe. What was formerly a feat of the family oy

-of Seymour, is now an inn upon the Bath road. 'The marriage
bed of James the Ift of Great Britain, which his Queen brought
with her from Denmark, as a prefent fit for a fovereign to make
to a fovereign, was, a few years ago, the ornament of an alehoufe
at Dunfermline. In fome ancient cities, which either have been long
ﬂ:atxonary, or have gone fomewhat to decay, you will {fometimes
fcarce find a fingle houfe which could have been built for its prefent
inhabitants. If you go into thofe houfes too, you will frequently find
many excellent, though antiquated pieces of furniture, which are fill
very fit for ufe, and which could as little have been made for them.
Noble, palaces, magnificent villas, great collections of books, ftatues,
pictures, and other curiofities, are frequently both. an. ornament
and an honour, not only to the neighbourhood, but to the whole
country to which they belong. Verfailles is an ornament and an
honour to Prance, Stowe and Wilton to England. Italy fHill
continues to command fome fort of veneration by the number of
monuments:of this kind which it pofleffes, though the wealth which

produced them has decayed, and the genius which planned them.-
feems to be extmgulfhed perhaps . from- .not. havmg the fame

employment..

Tue expence too, which is laid out in durable commoditiess
is favourable, not only to accumulation, but to frugality, If a
perfon thould at any time exceed in it, he can eafily reform

without expofing himfelf to-the cenfure of the publick.. To reduce - |

very much the number of his fervants, to reform. his table from

great profufion to great frugality, tolay down his equipage after he
has once fet it up; are changes which cannot efcape the obfervation.

of his nelghboms, and which are fuppofed to. imply fome. ac~

knowledgement of precedmg bad conduct. Few, therefore, of thofe- o
| & . whe
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who have once been fo unfortunate as to launch out too
far into this fort of expence, have afterwards the courage
to reform, till ruin and bankruptcy oblige them, But if a perfon
has, at Jany time, been at too great an. expence in building,
sn farniture, in books or pictures, no. imprudence can - be -
ferred from his changing his conduct. “Thefe are things in which
further expence is frequently rendéred unneceffary by former
expence; and when a perfon fops fhort; he appears to do
{o, not becaufe he has exceeded his fortune, but becaufe he has
fatisfied his fancy. - SO T S

w

Tar expence, befides, that is laid out in durable com-
" modities, gives maintenance, commonly, to a greater number
" of people, than that which is employed in the moft ‘profuafle

hofpitality. ‘Of two or three hundred weight of provifions, which
may fometimes be ferved up at a great feftival, one-half, perhaps,
is thrown to the dunghill, and there is always a great -deal wafted
‘and abufed. But if the expence of this entertainment had been
employed in {etting to work, mafons, carpenters, upholfterers,
mechanicks, a quantity of provifions, of equal value, would
have been diftributed among a fll greater number of people,
who would have bought them in penny-worths and pound

. weights, and not have loft or thrown away a fingle ounce

of them. In the orie vray, befides, this expence maintains. pro-
du@tivé, in the other unproductive hands. In the ‘one  way,
therefore, it increafes, in ‘the other, it does not: increafe, the
exchangeable value of the annual produce of the land and labour
of the country. - o

1 wouLp not, however, by all this- be underftood to mean,
that the one fpecies of expence always betokens a more liberal
or generous fpirit than the other. When a man of fortune
e | ‘ | S . fpends
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fpends his revenue chiefly in hofpitality, he .fhares the greater
part of it with his friends and companions; but when he
employs it in purchafing fuch durable commodities, he often
fpends the whole upon his own perfon, and . gives nothing,

to any body without an equivalent, The latter fpecies of ex-
pence, therefore, efpecially when direfted towards frivolous -

objects, the little ornaments of drefs and furniture, jewels,
trinkets, gewgaws, frequently indicates, not only a trifling, but
a bafe and felfith difpofition. All that I mean is, that the
one fort of expence, as it always occafions fome accumu-
lation of valuable commodities, as it i3 more favourable to
private. frugality, and, confequently, to the increafe of the
publick- capital, and as it maintains produltive, rather than
unproduttive  hands, conduces more than thc other to the
growth of publick opulence,

425
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CHAP. IV.
OF Stock lent at Im‘ﬁr’gﬂ.: o

HE ftock which 1s lent at intereft i1s always confidered as

a capital by the lender. He expets that in due time
it is to be reftored to him, and that in the mean time the bor-
rower is to pay him a certain annual rent for the ufe of it. The
borrower may ufe it either as a capital; or as a ftock referved for
immediate confumption. If he ufes it as a capital, he employs it
in the maintenance of productive labourers,. who reproduce the
value with a profit. 'He can, in this cafe, both reftore the capital
and pay the intereft without alienating or encroaching upon any
other fource of revenue, If he ufes it as a ftock referved for im-
mediate confumption, he alts the part of a prodigal, and diffipates
in the maintenance of the idle, what was deftined for the fupport
of the induftrious. He can, in this cafe, neither reftore the capital
nor pay the intereft, without either alienating or encroaching upon
fome other fource of revenue, fuch as the property or the rent
of land. . / ' |

Tz ftock which is lent at intereft, is, no doubt, occafionally em-
ployed in both thefe ways, but in the former much more frequently
than in the latter. The man" who borrows in order to fpend will
{oon be ruined, and he who lends to him will generally have occafion
to repent of his folly, To borrow or to lend for fuch a purpofe,
therefore, is in all cafes, where grofs ufury is out of the queftion,
contrary to the interet of both parties; and though it no
doubt happens fometimes that people do both the one cand
the other; yet, from the regard that all men have for their own
intereft, we may be affured, that it cannot happen fo very fre-
quently as we are fometimes apt to imagine, Afk any rich man

of
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of common prudence, to which of the two forts of people he has CHAP.
lent the greater part of his ftock,: to. thofe who, he thinks, Will tems

employ it profitably, or to thofe who will fpend it idly, and he will
laugh at you for propoﬁno' the queftion. Even among borrowers,
therefore, not the people in the world moft famous for frugality,
the number of the frugal and induftrious furpafles confiderably that
of the prodigal and idle..

Tuz only people to whom ftock is commonly lent, without theix
being -expetted to make any very profitable ufe of it, are country
gentlemen who berrow upon mortgage. Even they {carce ever
borrow merely to- {pend. - What they borrow, one may fay, i3
commonly {pent before they borrow it. - They have generally con-
fumed {o great a quantity of goods, advanced to them upon credit
by fhopkeepers and tradefinen, that they find it neceflary to borfow
at intereft in order topay the debt. The capital borrowed replaces the
capitals-of thofe: fhopkeepers and tradefmen, which the country gen-
tlemen could not have replaced from the rents of their eftates. It
is not properly borrowed in order to be fpent, but m ozder to.
‘1eP1ace a capital which had been {pent before..

Armost all loans at intercft are made in money, cither of
paper,’ ‘or of gold and filver. But what the borrower really wants;,.
and what the lender really fupplies him with, is, not the money;.
but the money’s worth, or the goods which it can purchafe.
If he wants it as a ftock for immediate confumption, it is thofe
goods only which he can place in that ftock. If he wants it as:
a capital for employing induftry, it.is from: thofe goods only that-
the induftrious can be furnithed with the: tools, matenals; and
maintenance, neceffary for carrying on their work. By means of
the loan, the lender, as it were, affigns to-the borrower his right
to a certam portion of the annual produce of the land and labowur
of the countly, to be employed as-the borrower pleafes. =

3l | Tuzg:




428

THE NATURE AND CAUSES OF .

B 010 K  Tue quantity ef ftock, therefore, or, as it is commonly ex-
e prefled, of money which can be lent at intereft in any country,

“making thofe purchafes.  In this power confift both the value and

is not regulated by the value of the money, whether paper or
coin, which ferves as the inftrument of the different loans
made in that country, but by the value of that part of the

annual produce which, ‘as foon as it comes either from the

ground, or from the hands of the produltive labourers, is deftined
not only for replacing a capital, but fuch a capital as the owner
does not care to be at the trouble of employing himfelf.  As fuch
capitals are commonly lent out and paid back in money, they
conftitute what is called the monied intereft., It is diftinét, not

‘only from the landed, but from the trading and manufacturing

interefts, as in thefe laft the owners themfelves employ their own
capitals. Even in the monied interet; however, the money .i}s, 3
as it were, but the deed of affignment, which conveys from one .
hiand to another thofe capitals which the owners do mot care to
employ themfelves. Thofe capitals may be greater i almoft any .
proportion, than the amount of the money which ferves as the
inftrument of their conveyance ; the famic 'picces of money fuce
ceflively ferving for many different loans, 'as' well as for many

~ different purchafes. A, for example, lends to W a thoufand

pounds, with which W immediately purchafes of B a thoufand
pounds worth of goods. B having no occafion for the money
himfelf, lends the identical pieces to X, with which X immediately
purchafes of C another thoufand pounds worth of goods. Cin the
fame manner, and for the fame reafon, lends them to Y, who
again purchafes goods with them of D, In this manner the farne
pieces, either of coin, or of paper, may, in ‘the courfe of a few
days, ferve as the infirument of three different loans, and of three

'»diﬁ‘ereﬁé;p&rchafes, each of which is, in value, equal to the whole

amount of thofe pieces. What the three monied men 4, B, and -
C, affign to the three borrowers, W, X, Y, is the power of

the
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the ufe of the loans. The ftock lent by the three monied me‘n, 15 CHAP, |
equal to the valuc of the goods which can be purchafed with it, JX—-.Q
and is three times greater than that of the money with which the
purchafes are made, Thofe loans, however, may be all perfe&ly‘ ‘-
‘well fecured, the goods purchafed by the different debtors being
fo employed, as, in due time, to bring back, with-a profit, 'ari
equal value either of coin or of paper.  And as the fame pieces of
money can thus ferve as the inftrument of different loans to -
 three, or, for the fame reafon, to thirty times their Valﬂue,y,‘
fo they may likewife fucceflively ferve as the inftrument of re~
payment., o o ) “

A carrral lent at intereft may, in this manner, be conﬁdered’
as an afﬁgnmeht from the lender to the borrower of .a certain
confiderable portion of the annual produce 5 upon condition that the |
borrower in retirn fhall, during the continuance-of the loan, annually ®
aflignito the lender a fmaller portion, called the intereft ; and at the "
end of it a portion equally confiderable with that ‘which had
originally been. affigned to him, called the repayment, Though
" ‘money, either coin or paper, ferves generally as the deed of
affignment both to the fmaller, and to the more confiderable
portion, it is itflf altogether different from what is afligned

In proportion. s that Thare of the annual produce whigh, as
foon as it comes either from the ground, or from the hands of the
produtive labourers, is deftined for replacing a capital, .increafes
in any country, what is called the monied intereft naturally
increafes with it. T he increafe of thofe particular, capitals -from
which the owners wifh to derive a revenue, without being at
the trouble of employing them themfelves, naturally accompanies

sthe general incseale of capitals; or in other words, as ftock
i 7 : | I increafes,
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B 0 O K increafes, the quant:ty of ﬂ:ock to be lent at intereft grows & adually
'-'*r—-) gxeater and greater, o - o

As the quantity of frock to be lent at intereft increafes, the in-

tereft, or the price which muft be paid for the ufe of that ftock,

neceflarily diminifhes, not only from thofe general caufes which
make the market price of things commonly diminifh as their quan-
tity increafes, but-from other caufes which are peculiar to this
partlcular cafe. As capitals increafe in any country, the profits:
which ¢an be made by employing thenr neceffarily diminifh. It
becomes gradually more and more difficult to find within the coun=
try a profitable method of employing any new capital. There:
arifes in confequence a competition between different capitals, the-
owner of one endeavouring to get pofleflion of that employment

which is occupied by another.. But upon moft occafions he can
‘hope to juftle that other out'of 'this employment, by no other

means but by dealing upon more reafonable terms. He muft not

. only fell what he deals in {omewhat cheaper, but in order to getit

to fell, he muft fometimes too buy it dearer. The demand for pro-

‘duétive labour, by the increafe of the funds which are deftined

for maintaining it, grows every day greater and greater. Labourers
eafily find employment, but the owners of capitals find it difficult
to get labourers to employ.  Their competition raifes the wages

~of labour, and finks the profits of ftock. But when the profits. |
‘which can be made by the ufe of a capitdl are in- this manner di-

minifhed as it were at both ends, the price which can be paid for

~ the ufe of it, thatis the rate of intereft, muft neceﬂ‘arlly be di=.

mmlfhed with them.

-

‘MR. Locke, Mr. Law, and Mr. Montefquiou; as-well'as many |
other writers, feem to have imagined that the increafe of the -
quantity ‘of gold and filver, in confequence of the difcovery of
R | 4 - the
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the Spanith Weft Indies, was the real caufe of the lowering of 'CI;KP'»
the rate of intereft through the greater part of Europe. - Thofe tmm
metals, they fay, having become of lefs value themfelves, the ufe if
of.any particular: portion -of them neceflarily - became of lefs value / g ‘
-~ t00, and confequently the price which could be paid forit. This Jiwkear V4
notidn, which at ‘firft' fight feems fo plaufible, has been fo fully

expofed by Mr. Hume, that it is, perhaps, unneceflary to fay any .

thing more about it. ‘The following very fhort-and plain argu-

ment, however, may ferve to explain more diﬂiné’cly‘the fallacy

which feems to have mifled thofe gentlemen,

oS

- Berore the difcovery of the Spanith Weﬁﬂlndies, ten per cent.
i'cems to have been the common rate of intereft through the greater
part of Europe. It has fince that time in different countries funk
" to fix, five, four, and thiee per cent. Let us fuppofe that in every =

particalar country the value of filver has funk precifely in the fame

proportion-as. the rate of intereft; and that in thofe countries, for

example, where intereft has been reduced from ten to five per

cent. the fame quantity of filver can now purchafe juft half the

quémtity of goods which it could have purchafed before. This

{uppofition will not, I bdmve, be found any where agreeable to .. / ’?f
the truth, but it is the moft favourable to the opinion which we L f/f/v b fus e
are-going to examine; and even upon this fuppofition it is utterly r~—~)
impoffible that- the lowering of the value of filver could have the . : ,
fmalleft tendency to lower the rate’ of intereft. If a hundlecf“/ {Wﬁ»j -/—M 7
pounds are in thofe countries now of no more value than ﬁfty L T
pounds were then, ten pounds muft now be of no more value than MN;@ 5{1
five pounds were then. Whatever were the caufes which Iowercd

the value of the capital, the fame muft neceffarily have lowered

that of the intereft, and exaétly in the fame proportion. The pro-
-portien between the value of the capital and that of the intereft,

muft have remained the fame, though the rate had never been

altered.
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BOOK altered, By altering. the rate, on the contrary, the proportion
;_,LI;__} between -thofe twe values is meceffarily altered. If 2 hundred

pounds xiow are worth no more than fifty were then, five pounds
now can be worth no more than two pounds ten fhillings were
then. By reducing the rate of intereft, thercfore, from ten to
five per cent, we give for the ufe of a capital, which is fuppofed to
be equal to one-half of its former value, an intereft which is equal
1o onte-fourth only of the value of the former intereft.

Any inereafe in the quantity of filver, while that of the com-
modities circulated by means of it remained the fame, could have
no othei: effeCt than to diminifh the value of that metal. The no-
minal vatue of all forts of goods would be greater, but their real
value would be precifely the fame as before. They would be ex-
changed for a greater numl“)é’r of pieces of filver; but the quantity
of labour which they could command, the number of people whom

they could maintain and employ, would be precifely the fame.

The eapital of the country would be the fame, though a greater
number of pieces might be requifite for conveying any equal
portion of it from one hand to another. 'The deeds of aflignment,
like the conveyances of a verbofe attorney, would be more cum-
berfome, but the thing affigned would be ptecifely the fame as .-
before, and could produce only the fame effets. The funds for
maintaining productive labour being the fame, the demand for it
would be the fame. Its price or wages, therefore, though no-.
minally greater, would really be the fame.  They would be paid
in a greater number of pieces of filver; but they would purchafe
only the fame quantity of goods. The profits of ftock would be
the' fame both nominally and really. 'The wages of labour are
commonly computed by the quantity of filver which is paid to the |
labourer. 'When that is increafed, therefore, his wages appear
to be increafed, though® they may fometimes be no greater than

- | before.
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before,  But the preﬁts of frock are mot computcd by the 1 m:tm- CHAP

“ber of pieces of filver with which they are paid, ‘but by the pro-
portion which thofe pieces bear to the whole capital employed.
Thus in a particular country five fhillings a week are faid to be

the common wages of labour, and tén ‘per cent. the common

- profits of flock. But the whole capital of the country being the
fame as before, the competition between the different ecapitals of
“individuals into which it was divided would likewife be the fame.

They would all tr ade with the fame advantacres and dlfadvantages.
The common proportion between capital and profit, therefore,
would be the fame, and confequently the common interélt of mo-
ney; what can commonly be ‘given for the ufe of money being
neceffarily regulated by what can commonly be made by the uie
of 1t, - ‘ ‘ '

VT

Awvy increafe in the quantity of commodities annually cifculated
~within the country, while that of the money which circulated
them 1emamed the fame, ‘would, on the contrary, plOdUCﬁ many

| other 1mp01tant effets, befides that of raifing the value of the
~money. The capital of the country, though it nught nommally
be the fame, Would really be augmented. - It might continiue o be
" exprefled by the fame quantlty of money, but it would commarid a
-gieater quantity of labour. The quantity of p;oduéhve labour

| Wh1ch it could maintain and employ would be increafed, and con-
fequently the demand for that labour. Its wages Would‘ naturaﬂy
rife with the demand, and yet might appéar to fink. 'They might
be paid with a foaller quantity of money, but that {inaller qu:mnty
might purchafe a greater quantity of. goods than a greater had
done before.. The profits of ftock would be dlmunﬂled both 1ea11y
and in appearance. The whole capital of the couﬁtry being aug-
mentecl,‘ ‘the competition between the different capitals of ‘thch
it was compofed, would naturally be augmented along with it.
Vor. 1. | 3K Tlic
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B '% oK '‘The ownersof thofe particular capitals would be obliged to content
gy themfelves with a fmaller proportion of the produce of that labour

. f,‘-‘below*‘ he ]

which their refpective capitals employed. The intereft of money,
keeping pace always with the profits of ftock, might, in this man-
ner, be greatly diminifhed, though the value of money, or the
quantity of goods which any p'nuculal fum could purchafe, was

greatly augmented.

In fome countries the intereft of money has been prohibited by
law. But as fomething can every where be made by the ufe of
money, fomething ought every where to be paid for the ufe of it,
This regulation, inftead of preventing, has been found from expe-
rience to increafe the evil of ufury; the debtor being obliged to
pay, not only for the ufe of the money, but for the rifk which his
creditor runs by accepting a compenfation for that ufe, He is
obliged, if one may fay fo, to infure his. creditor from the
penalties ‘of ufury. ‘

In countries where intereft is permitted, the law, in ordelﬁgm-m_
prevent the extortion of ufury, generally fixes the higheft rate
which can be taken without incurring a penalty. - This rate oughtﬁ v
always to be fomewhat above the loweft market price, or. ‘the pr u:e,

which. is commonly paid for the ufe of money. by thofe. who czh, - *

give the moft.undoubted . fecunty If this legal rate fhould be fixed
oweft market. rate, the effels of this fixation muft be
nqarly ¢ Tame s thofe of a total prohibition of intereft. The
creditor will not lend his money‘,fox lefs than the ufe of it is worth,,
and the debtor muft pay him for the rifk which he runs by ace
cepting the full value of that ufe.. If it is fixed precifely at the
toweft market price, it ruins with honeft people, who refpect the

. laws of " their country, the credit of all thofe who cannot give the

very beft fecurity, and. obhges them to have recourfe to exorbitant.
ufurers. .
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uﬁirers; Ina country, fuch as Great Britéin, where monsgis CHAP,
lent to government at three per cent. and to private people upon sz
good fecurity at four and four and a half; the prefent legal rate,
five per cent. is, perhaps, as proper as any. - i |

. “Tur. legal rate, it isto be obferved, though it ought o be fome-
what above, ought not to be much above the loweft market rate.
If the legal rate of intereft in Great Britain, for example, was
fixed {o high as eightor ten per cent. the greater part of the money , ' j

which was to be lent, would be lent to prodigals and projectors, ﬁ;{‘ Cermman prudenc. (g4
who alone would be willing to give this high intereft.!” Sober:f"'m’%’ T make a s
people, who will give for the ufe of money no more than a part &"9 hig My ey
of what they are likely to make by the ufe of it, would not venture o lhow Wio ity s
into the competition. A great part of the capital of the country % 00 ide & o
would thus be kept out of the hands which were moft likely to make * "
a profitable and advantageous ufe of it, and thrown into thofe
which were moft likely to wafte and deftroy it. Where the legal
rate of intereft, on the contrary, is fixed but a very Iittle above the
loweft market rate, fober people are univérfally preferred, as bor- 3
rowers, to prodigals and proje@ors. The perfon who lends
money gets nearly as much intereft from the former as he dares to Lo, Do
take from the latter, and his money is much fafer in the hands of % fis, teedine
the one fett of people than in thofe of the other. "A great part of IRLE, '@m q )y
the capital of the country is thus thrown into the hand%jn which |
it is moft likely to be employed with advantage. 'he ®

| ~
No law can reduce the common rate of intereft below the ;75# ,
lIowelt ordinary market rate at the time when that law is made. Not- Yoo M;AE/F
withftanding the edict of 1766, by which the French king attempted g7 foel opcse pos0s
to reduce the rate of intereft from five to four per cent. money 7 & S e,
continued to be lent in France at five per cent.; the law being 1 ¢ P o thw%_,

evaded in feveral different ways.

. 7, .
/:"“’"’“"/‘{lv—, Ay '[2,“7 AL Lropu iy s f_ % [‘/Z——» /,erf/(f;y . X W’?‘% -
verd nesiy . SRR, ///0 o St
T Gremdt Sk livestias Arce crvetir—t—C ”ﬁjé‘ ﬁyfﬁw =~ o —_:%'
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BOOK  Tux ordinary market price of land, itisto be obfexvcd depends

%,,.I-,I,-...a every where upon the ordinary market rate of intereft. 'The per-
fon who has a capital from which he wifhes to derive a revenue,
without taking the trouble to employ it himfelf, dehbcrates whether.
he fhould buy land with it, or lend it out at intereft, The fuperwr
fecurity of land, together with fome other advantages which. al-
moft every where attend upon thlS fpemes of propetty, will generally

: dlfpo{'e him to content. himfelf W1th a {maller . 1evenue from land,
than what he m:ght have by lending out h1s money at mtcrefc‘
ence of 1evcnue, hut they W111 compenfate a cextam dxﬁ'elence-
only; and, if the rent of land fhou]d fall. thort of the mtexeﬁ of
money by a, greater dlﬂ‘"erence, nobody would buy land, which
would foon reduca its ordinary price. On the contrary, if the.
advantacres fhould much more than compenfate the difference,,
every body would buy land which again would foon raife its. ordi-
mary priee, When mterefc was at ten per cent. Iand was comm-—
monly fold for ten and twelve years purchafe. As intereft funk
to fix, five, and four per cent. the price of land rofe to twenty,.
five and twenty, and thirty years purchafe. The market rate of

“intereft is higher in France than in England ; and the. common
price of land is lower. In England it commonly fells at thirty ; in.
France at twen,ty years purchafc. ,
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CHAP V.

Qf the d jerem‘ Employmem‘ qf' Capitals.
tow
HOUGH all capitals are deﬁmed for the maintenance of CHA&P:
_ produ&we labour only, yet the quantity of that labour, weme~s
which equal capitals are capable of putting into motion, varies
extre@nﬁﬁ according to the diverfity of their employment; as does
likewife the value which that employ ment adds to the annual pro~

duce of the land and labour of the country

‘A caPITAL may be empl‘oyled. in four diﬂ’erei;t ways: either,
firlt, in procuring the rude produce annually required for the ufe
and confumptmn of the fociety; or, fecondly, in manufaturing
and. preparing that rude produce for immediate ufe and cenfump-
tion; or, thirdly, in tranfporting either the rude or manufactured
produce from the places where they abound: to thofe where they
are wanted; or, lattly, in' dividing particular portions of either .
into fuch fmall parcels as fuit the occafional demands of thofc who-
want them. In the firft way are employed the eapitals of all thofe
who undertake the improvement or cultivation of lands, mines,.
or fithesies; in the fecond, thofe of all mafter manufacturers;
in the third, thofe of all wholefale merchants; and in the | N
fourth, thofe of all retailers, It is difficult to conceive that a o
capital fhould be employed: in any way. which may. not be claffed;
under fome one or other of thofe four.

"Eacu of thofe four methods of -em-ployingy;afcapi’cal’ is effentially
ne;ceﬁ'ary either to the exiftence or extenfion. of the other three,
or to the general canveniency of the fociety..

7 ' Unizss
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Unvrrss a capital was employed in furnifhing rude produce to a

-certain degree of abundance, neither manufactures nor trade of
~.any kind could exift,

UnvrEess a capital was employed in manufacturing that part of

the rude produce which requires a good deal of preparation before

it can be fit for ufe and confumption, it either would never be
produced, becaufe there could be no demand for it; or if it was
produced fpontaneoufly, it would be of no value in exchange, and

«could add nothing to the wealth of the fociety.

Un~ress a capital was employed in tranfporting either the rude.
or manufattured produce from the places where it abounds to
thofe where it is ‘wanted, no more of either could be produced
than was neceflary for the confumption of the neighbourhood.
The capital of the merchant exchanges the furplus produce of
one place for that of another, and thus encourages the induftry
and increafes the enjoyments of both, |

Unress a capital was employed in breaking and dividing certain
portions either of the rude or manufatured preduce, into fuch
fmall parcels as fuit the occafional demands of thofe who want
them, every man would be obliged to purchafe a greater quantity
of the goods ‘he wanted, than his immediate occafions required.
If there was no fuch trade as a butcher, for example, every man
would be obliged to purchafe a whole ox or a whole fheep at a
time. This would generally be inconvenient to the rich, and much

S ™% more {o to the poor. If a poor workman was obliged to purchafe a

month’s or fix months provifions at a time, a great part of the ftock
which he employs as a capital, in the inftraments of his trade, or in
the furmture of his fhop, and which yields him a revenue, he would
bﬂ forced to place in that part of his ftock which is referved for

4 : 1mmed1ate
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immediate confumption, and which yields him no revénue. © HVA P,
Nothing can be more convenient for fuch a perfon than to be able Lmywo

to purchafe his fubfiftence from day to day, or even from hour to
hour as he wants it. He is thereby enabled to employ almoft
his whole ftock as a capital. He is thus enabled to furnifh work
0 a greater value, and the profit which he makes by it in this way
much more than compenfates the additional price which the profit
of the retailer impofes upon the goods. The prejudices of fome
political writers again{t fhopkeepers and tradefmen, are altogether
without foundation. So far isit from being neceflary either to
tax them or to reftrict their numbers, that they can never be
multiplied {o.as to hurt the publick, though they may. {o as to
hurt one another. The quantity of grocery goods; for example,
which can be fold in a particular town, is limited by the demand
of that town and neighbourhood. The capital, therefore, which
ean be employed.in the grocery trade cannot exceed what is fuf-
ficient. to purchafe that quantity. If this capital is divided
between two different grocers, their competition will tend to make
both of them fell cheaper, than if it were in the hands of one only; .
and if it were divided among twenty, their competition would be
juft {0 much the greater, and the chance of their combining to-
gether, in order to raife the price, juft fo much the lefs. Their
* competition' might perhaps ruin fome.of themfelves; but to take
care of this is -the bufinefs of the parties concerned, and it may
fafely be trufted to their difcretion. It can never hurt either the
confumer, or the producer; on the contrary, it muft tend to make.:

the retailers both fell cheaper and buy dearer, than if thc‘Wholcffy *t’ %ﬂﬁmx adlyoeds g,
trade was monopolized by one or two perfons. Some of ‘them, ~H#& Joods

perhaps, may {fomctimes decoy a weak cuftomer to buy what he
has no occafion for. This evil, however, is of too little impor-

tance to deferve the publick attention, nor would it neceflarily be -

prevented by reftricting their numbers. It is not the multituds
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BC ‘IO X of ale-houfes, to give the moft fufpicious example, ‘that occafions

a gencral difpofition to drunkennefs among the common people ;

. but that difpofition arifing from other caufes neceflurily gives em-

ployment to a multitude of ale-houfes.

Tre perfons whofe capitals are employed in any of thofe four
ways are themf{elves produ&ive, labourers. Their labour, when
properly directed, fizes and realizes itllf in the fubjelt or vendible
commodity upon which it is beftowed, and generally adds to its
price the value at lealt of their own maintenarice and confumption.
The profits of the farmer, of the manufacturer, of the merchant,
and retailer, are all drawn from the price of the goods which the
two firft produce,r and the two laft buy and fell. Equal capitals
however, employed in each of thofe four different ways, will put
into motion very differenit quantities of productive labour, and aug-
ment too in very different proportions the value of the annual
prodace of the land and labour of the fociety to which they
belong. ‘

Tuz capital of the retailer replaces, together with its profits,
that of the merchant of whom he purchafes goods, and thereby en-

“ables him to continue his bufinefs. The retailer himfelf is tbe only

productive labourer whom it employs. ~ In his profits, confifts the
whole value which its employment adds to the annual produce of
the land and labour of the fociety. ‘

Tue capital of the wholefale merchant replaces, together with
their profits, the capitals of the farmers and manufaéturers of whom
he purchafes the rude and manufactured - produce which he deals
in, and thereby enables them to continue their refpective trades.
It is by this fervice chiefly that he contributes indire&ly to fupport

the produtive labour of the fociety, and to increafe the value of

1ts

H
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its annual produce. His capital employs too the failors and CHVAI
carriers who tranfport his goods from one place to another,
and it augments the price of thofe goods by the value, not only’

of his profits, but of their wages. This is all the productive:

labour which it immediately puts into motion, and all the value-

which it immediately adds to the annual produce. Its operation

in both thefe refpetts is a good. deal fupeuor to that of the capital.

~of the.retailer.

ParT of thecapital of the mafter manufaturer-is employed as a
fixed capital in-the inftruments of his trade, and replaces, together-
with its profits, that of fome other artificer of whom he purchafes
them. Part of his circulating capital is employed: in purchafing
* materials, and replaces, with their profits, the capitals of the farmers .
and miners. of whom he purchafes them. = But a great part of it is
always, either annually, or in a much fhorter period, diftributed
among, the different workmen whom he employs.. It augments.
the value of thofe materials by their wages, and by their mafters.
profits upon the whole ftock of wages, materials, and inftraments .
of trade employed in the bufinefs. It putsinto motion, there--
fore, a much greater quantity of produétive labour, and adds.a.’
much greater value to the annual produce of the land and labour-
of the fociety, than an equal capital in the hands. of any whole~-
feile',merchant.

N é¥equal ‘capital puts into motion a greater quantity of produétive:
Iabour than that of the farmer. Not only his labouring fervants, .
but his labouring cattle, are productive labourers. In agriculture.
too nature labours along with man ; and though her labour cofts no-
expence; its produce has its value, as well as that of the moft expcn- -
five workmen. The moft 1mp01tant operations of agriculture feem )
intended, not.fo much to increafe, though they do that t00; as to

Ver. L. 3 Lo | . direlt:
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BO O E dirct *the fertility of nature towards the produttion of the plarts
t._.-Y-._a moft profitable to nah. A field overgrown with biiars and brambles

may - frequently produce as great a quantity of vegetables as the
beft caltivated vineyard or coin field, Planting and tillage fre-
quently regulate more than they anitate the a&tive fertility of
fisture ; and after all their labour, a great part-of the work always
temains to be ‘done by her.. The lab@urefs and Iabourmg cattle,
therefore, employed in agr?t*ulture, not only occafion, like the
workmen in manufaGures, the reproduction of a value equal to

- their own eonfumptxon, 61 to the capital which employs them,

togethe»r with its owhers profits; but of & much greater value, Over
and above the capital of €he farter and all its profits, they regu~
Tarly ‘oecafion the reprodudion of therent of the landlord.  This
verit may be confidefg¥ as the produce of thofe powers of nature,
the ufe of which the landlord lends to the farmer. It is greater
or finaller according ‘to ‘the fuppofed extent of thofe powers, or,
in other Words, according to the fappofed natural or improved
fertility of theland, It isthe work of nature which remuins after
dedulting or- compenfatmg cvery thmg which can be tegarded as
the work of mian. It is feldom Téfs than a fouith, and frequently
more than a 't"hi‘rd of the whole produce. No equal quaritity of
produltive labour employed in manufaltures can ever. occafion fo
gredt a reproduéhon. In them nature does’ nothmg, man does
all; and the reproduction muft always be in proportion to the

agficulture, ‘therefore, notonly puts into motion a greater quantity
of productive labour than any equal capital employed in manu~
a&uxes, but in proportiontoo to the quantity of produé’cwe laboux
Wthh it employs, 1t .adds a much greater value to the annual pro~
dice of the land and labour of the .country, to the real wealth
and rf:venue Qf its inhabitants; -Of 4€ll tthe ways in ‘which a

capltal -
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Lapital can be employe,d, it is by fa1 the moft a,dva.ntageous to the
fociety.

Tue capitals employed in the agriculture and in the retail trade
of any fociety, muft always refide within that fociety, Their em=~
Pployment is confined almoft to a precife fpot, to the farm, and
to the fhop of the retailer. . They muft generally too, though
there are fome exceptions to th1s, belong to refident mcmbels of
1he focmty. '

THE capita

e_guerchant, on the contra.ry, feemis

to have no fixed or neceﬁ'ary refidence any- -where, but may wander AL

about from place to place, accordlng as. it ean’ @1fh@r buy cmap oxr
' fell dear,

THE capital of the manufaé‘curer muft no doubt reﬁde whem

-the manufaéture is carried on; but where this thall be, is not always
neceflarily determined. It may fr equently be at'a great diftance
‘both from the place where thé materials grow, and from thdt -

where the compleat manufacture is confumed. Lyons is very dif<
tant both from the places which atford the materials of its manu-
~faltures, and from thofe which confume them. The peoPIe of
-fathion in S1cr1y are cloathed 1n filks made in other countries, from
‘the materials which thelr own produces. Part of the wool of Spain
is manufadtured in Great Brltam; and fome part of that cloth as
afterwhrds fent back to Spain. -

i WaETHER the merchant whofe capital exports the furplus pro-
duce of any fociety be a native or a foreigner, is of very little im~
.portance. If he is a foreigner, the number of their produé‘twc*
labourers is neceffarily lefs -than if te had been a native by one:

aan only; and the value of their annual produce, ‘by the pro-
‘ 3 L 2 S fits.

CHAP
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" BOOK -fits -of that-one man. The failors or cafriers whom he employs
| L,EE__J .may ftill belong indifferently either to his country, or to their

icbuntx‘y, or to fome third country, in the fame manner as if he had
‘been a native. The capital of a foreigner gives a value to their
":"ﬁll‘plils produce equally with that of a native, by exchanging it for
" fomething for which there is a demand at home. It as effeCtually
replaces the capital of the perfon who produces that furplus, and as
" effectually enables him to continue"h';s bufinefs ; the fervice by which
‘the capital of a wholefale merchant chiefly contributes to fupport
the produétive labour, and to augment the value of the apnual

 produce of the fociety to which he belongs.

. It is of more confequence that the capital of the manufalturer
{hould refide within the country. It neceflarily puts into motion
a greater quantity of produltive labour, and adds a greater value to
the annual produce of theland and labour of the fociety. It may,
however, be very ufeful to the country, though it fhould not refide
within it. The capitals of the Britith manufacturers who work

% aup the flax and hemp annually imported from the coalts of the

" Baltick, are furely very ufeful to the countries which produce them.
“Thofe materials are a part of the furplus produce of thofe countries
‘which, unlefs it was annually exchanged for fomething which is
in demand there, would be of mo value, and would foon ceafe to
‘be produced. The merchants who export it, replace the capitals of
the people who produce it, and thereby encourage them to continue
the production ; and the Britifh manufacturers replace the capitals
of thofe merchants. L '

A PARTICULAR country, in the fame manner as a particular
perfon, may frequently not have capital fufficient both to improve '
and cultivate all its lands, ‘to' manufaéture and prepare their whole
rude produce for immediate ufe and confumption, and to traniport

e 3 o 4 - the
S .
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which there is a demand at home. The inhabitants of many
different parts of Great Britain have not capital fufficient to im-
‘prove and cultivate all their lands. The wool of the fouthern
-couhties of Scotland is, a great part of it, after a long land car-~
riage through very bad roads, manufattured in Yorkfhire, for want “
of a capital to manufatture it at home. There are many little
manufaturing towns in Great Britain, of which the inhabitants
‘have not capital fufficient to tranfport the produce of their own
induftry to thofe diftant markets where there is demand and. con-
fumption forit. If there are any merchants among them, they
are ‘properly only the agents of wealthier merchants who refide
in fome of the greater commercial cities. '

Waen the capital of any country is not fufficient for all thofe
three purpofes, in proportion as a greater (hare of it is employed in
-agriculture, the greater will be the quantity of productive labour which
it puts into motion within the country; as will likewife be the value,
~which its employment adds to the annual produce of the land and.
" labour of the fociety.  After agriculture, the capital employed in
-manufaltures put into motion the greateft quantity of productive
Jabour, and adds the greateft value to the annual produce. That
‘which is employed in the trade of exportation, has the 1ea{’clcﬁ"c&

o

of any of the three : v , | %

Tur country, indeed, which has not capital fufficient for all
thofe three purpofes, has not arrived at that degree of opulence.

for which it feems naturally deftined. To attempt, however, pre-

‘maturely and with an infufficient capital, to do all the three,_ 1\?’

“certainly not the fhorteft way fora fociety, ‘no more than it would

be for an individual, to acquire a fufficient one. The capital of
o -all

#
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e

446

THE NATURE AND CAUSES OF

- BOOK 3]l theindividualsof a nation, has its limits in the fame manner as
oy that of a fingle individual, and is capable of executing only cer-

tain puarpofes. 'The dapital of all the individuals of a mation is
increafed in the fame manner as that of a fingle individual, by their
continually ‘accumulating and adding to it whatever they fave out
of their revenue. It is likely to increafe the fafteft, therefore,
when it is employed in the way that affords the greateft revenue
to-all the inhabitants of the country, as they will thus be enabled
to make the greateft favings. But the revenue of all the inhabi-

tants of the country 1s neceflarily in proportion to the value of the

annual pmducc of then land and labour,

It has been ‘the principal caufe of the rapid progrefs of our
American colonies towards wealth and greatnefs, that almoft their
whole capitals have hitherto been employed in agriculture. They
have no manufaétures, thofe houthold and coarfer manufattures

excepted, - whtch neceffarily accompany the progrefs of agr;culture,
and which are the ‘work of the women and children in every pri-
vate family. ‘The greater part both of the exportation and coafting
‘trade of America, is carried on by the capitals of merchants who.
refide in ‘Great Britain. Even the ftores and warehoufes from
“which "goods are retailed in fome provinces, particulasly in Vir-
‘ginia and Maryland, belong many of them to merchants who refide

in the mother country, and afford one of the few inftances of the
retail trade of a fociety bemg carried on by the eapitals of thofe
who are not refident members of it. Were the A.meriﬁans,' cither
by combination or by any -other fort-of violence, to ftop the im-
sportation of European manufactures, and, by thus giving a mo-
nepoly to fuch of their own countrymen as could manufatture the
like goods, divert any confiderable part of their capital into this

“employment, -they would retard inftead of -accelerating the further

increafe in the value of their annual procluce, and would obftruct
: mf’cead
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inftead of promoting the progrefs of their country towards ir—eavl C HVA P.
wealth and greatnefs. ‘This would be flill more the cafe, were they s
to attempt, in the fame manner, to monopohze to themfelves their

whole exportation txade

Tuz courfe of human profperity, indeed, feems fcarce ever to
have been of fo long continuance as to enable any great country
to acquire capital {ufficient for all thofe three purpofes; unlefs,
perhaps, we give credit to the wonderful accounts of the wealth
and cultivation of China, of thofe of antient Egypt, and of the
antient ftate of Indoftan. Even thofe three countries, the wealthieft,
according to all accounts, that ever were in the world, are chiefly
renowned. for their fuperiority in agriculture and manufactures.

They do not appear to have been eminent for foreign trade. The
antient Egyptians had a fuperftitious antipathy to the fea; a fuper-
ftition nearly of the fame kind prevails among the Indians ; and the
Chinefe have never excelled in foreign commerce. ' ‘The greater pary
of the furplus produce of all thofe three countries feems to have
been always exported by foreigners, whe gave in.exchange for it
{on'mthmcr elfe for which they - found a. demand there, .ﬂcgucntly
gold and filver.

It is thus that the fame capital will in any fcoﬁiﬁry put into
motion a greater or {maller quantity of predutive labour, and
add a greater or fmaller value to the annual produce of its land and .
labour, according to the different proportions in which it is.em-
ployed in aguculturc, manufactures, and wholefale trade. The -
difference too is very great, accmdmg to the different forts of wholc»
fale trade in which any part of it is employed. .

ALL Wholéfale trade, all buying in order to.f&ll again by ,whgla»— ;T
fale, may be reduced to three different forts. The home tradg, the
foreign trade of confumption, and the carrying trade. The home
' trade
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BQOX trade is employed in purchaﬁng in ene part of the fame country,
&=~ and felling in another, the produce of the induftry of that country.

Tt comprehends both the inland and the coafting trade. The foreign

trade of confumption is employed in purchafing foreign goods for
home confumption. ‘The carrying trade is employed in tran{~
alting the commerce of foreign countries, or in carrying the fur-
plus produce of one to another. -

Tue capital which is employed in purchafing in one part of
the country in order to fell in another the produce of the induftry
of that country, generally replaces by every fuch operation two
diftinét capitals that had both been employed in the agriculture or
manufattures of that country, and thereby enables them to con-.
tinue that employment. When it fends out from the refidence of-
the merchant a certain value of commodities, it generally brings
back in return at Jeaft an equal value of other commodities. When
both are the produce of domeftick induftry, it neceffarily replaces-
by every fuch operation two diftinct capitals, which had both beer .
employed in fupporting productive labour; and thereby enables.
them to continue that {fupport. The capital’ which fends Scotch-
manufaétures to London, and brings back Englith corn and
manufactures to Edinburgh, neceflarily replaces, by every fuch
operation, two Britifh capitals whi¢h Had both been employed ;-
the agriculture or manufa&urcs of Great Britaif.

Tue capital employed in- purchafing foreign- goods for home-
confumption, whien this purchafe is made with the- prodﬂce of"
domeftick induftry, replaces too, by every fuch operation, two.
diftinét capitals ;. but-one of them-only is-employed'in fupporting
domeftick induftry. The capital which fends Britith goods tow
Portugal, and brings back Portuguefe goods to Great Britain, re-.
places by every fuch operation only one. Britifh capital: The other -

' is-.
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is a Portuguefe one. Though the retums, therefore, of the CHAP,
foreign trade of confumption fhould be as quick as thofe of the -
home-trade, the capital employed in it will give but one-half the. ‘
encouragement to the induftry or produétive labour of the country.’

Bur the returns of the foreign trade of confumption are véry
feldom fo quick as thofe of the home-trade. The returns of the
‘home-trade generally come in before the -end of the year, and
fometimes three or four times in the year, The returns of the
foreign trade of confumption feldom come in before the end of the
year, and fometimes not till after two or three years. A capital,
therefore, employed in the home-trade will fometimes make twelve
operations, or be fent out and returned twelve times, before a capi-
tal employed in the foreign trade of confumption has made one.
If the capitals are equal, therefore, the one will give four and
twenty times more encouragement and fupport to the mduﬁry
of ‘the country than the other.

Tur foreign goods for home-confumption may fometimes be
purchafed, not with the produce of domeftick induftry, but with
fome other foreign goods. Thefe laft, however, muft have been
puichafed cither immediately with the produce of domeftick
induftry, or with fomething clfe that had been purchafed with it;
for the cafe of war and conqueft excepted, foreign goods can never
be acquired, but in exchange for fomething that had been produced
“at home, either immediately, or after two or more different ex-
changes. The effeéts, therefore, of a capital employed in fuch
a round about foreign trade of confumption, are, in every refpect,
the fame as thofe of one employed in the moft diret trade of the; ‘ .
fame kind, except that the final returns are likely to be ftill more
diftant, as they muft depend upon the returns of two or three
“diftint foreign trades. If the flax and hemp of Riga are pur-
chafed with the tobacco of Virginia, which had been purchafed

Vor. L. . 3. M o with
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with Britith manufactures, the merchant muft wait for the returns
of two diftinét foreign trades before he can employ the {fame ca~

.pital in re-purchafing a like quantity of Britifh manufaétures.
If the tobacco of Virginia had been purchafed, not with Britifh

manufattures, but with the fugar and rum of Jamaica which had
been purcha{'ed with thofe manufatures, he muft wait for the
If thofe two or three diftin& foreign trades

returns of three. _
fhould happen to be carried on by two or three diffinct merchants,

of whom the fecond buys the goods imported by the firft, and the

third buys thofe imported by the {econd, in order to export them

again, each merchant indeed will in this cafe receive the returns

of his own capital more quickly; but the final returns of the whole

capital employed in the trade will be juft as flow as ever. W he-

ther the whole capital employed in fuch a round about trade
belong to one merchant or to three, can make no difference with
regard to the country, though it may with regard to the particu~
lar merchants. 'Three times a greater capital muft in Dboth cafes
be employed, in order to exchange a eertain value of Britifh ma-
nufaltures for a certain quantity of flax and hemp, than would
have been neceffary, had the manufatures and ‘the flax and hemp
been directly exchanged for one another. The whole capital em-
ployed, therefore, iIn fuch. a round about foreign trade of con-
fumption, will generally give lefs encouragement and fupport to the.
productive labour of the country, than an equal capital employed.
in a more direct trade of the fame kind..

WaaTever be the foreign commodity with which the foreign.
goods for home-confumption are purchafed, it can. occafion no.
effential difference cither in the nature of the trade, or in the en~
couragement and fupport which it can give to the productive labour
of the country from which it is. carried on. If they are pur-
chafed xwitlx the gold. of Brazil, for example, or with the filver.

of
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of Peru, this gold and filver, like ‘the tobacco of Virginia, muft CHVA P,

have been purchafed with fomething that either was the produce

of the induftry of the country, or that had been purchafed -

with _{omething elfe that was fo. So far, therefore, as the
produltive labour of the country 1is concerned, the foreign
trade of confumption which is carried on by means of gold and
filver, has all the advantages and all the inconveniercies of
any other equally round about foreign trade of confumption,
and will replace juft as faft or juft as flow the capital which is
immediately employed in fupporting that produtive labour. It
feems even to have one advantage over any other equally round
about foreign trade. The tranfportation of thofe metals from
one place to another, on account of their fmall bulk and great
value, is lefs expenfive than that of almoft any other foreign goods
of equal value, Their freight is much lefs, and their infurance
not greater.  An equal quantity of foreign goods, therefore, may
frequently be purchafed with a {maller quantity of the produce
of domeftick induftry, by the intervention of gold and filver, than
by that of any othter foreign goods. The demand of the country

may frequently, in this manner, be fupplied more compleatly and -

at a fmaller expence than in any other, Whether, by the con-
tinual exportation of thofe metals, a trade of this kind is likely
to impoverith the country from which it is carried on, in any
other way, I fhall have occafion to examine at great length here~
after,

R T

‘THAT part of the capital of any country which is employed in -

the carrying trade, is altogether withdrawn from fupporting the
productive labour of that particular country, to fupport that of
{ome foreign countries. Though it may replace by every operation

two diftint capitals, yet neither of them belong to that particular

country., The capital of the Duatch merchant, which carries the
corn of Poland to Portugal, and brings back the fruits and wines:
‘ 3 M2 o of
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BOOX of Portugal to Poland, replaces by every fuch operation two cap;xtals,
ey icither of which had been employed in fupporting the productive

labotir of Holland; but one of them in fupporting that of Poland,
and the other that of Portugal. The profits only return regularly
to Holland, and conflitute the whole addition which this trade
neceffarily makes to the annual produce of the land and labour of
that country. When, indeed, the carrying trade of any particular
country iscarried on with the fhips and failors of that country, that
part of the capital employed m it-which pays the freight, is di-
Gributed among, and puts into motion a certain number of pro-
ductive labourers of that country. Almoft all nations that have
‘had any-confiderable fhare of the carrying trade have, in falt,
carried it on in ‘this manner. The trade itfelf has probably de-
rived its name from it, the people of fuch countries being the
carriers to other countries. It does not, ‘however, feem effential
to the nature of the trade that it thould be fo. AD utch merchant
may, for example, employ his-capital in tranfacting the commerce:
of Poland and Portugal, by carrying, part of the furplus.produce:
of the one to the other, mot in Dutch, but in Britifh ‘bottoms..
It may be prefumed, that he attually does fo upon fome, particular
occafions. Tt is upon this account, however, that the carrying:
trade has been fappofed peculiarly advantageous to fuch..a country.
as Great Britain, of which the defence and fecurity depend upon
the murnber of its failors and fhipping. But the fame capital may:
employ as many failors and fhipping, either in the foreign trade:
of confumption, or even in the home-trade, when carried on by:
coafting veffels, as it could in the carrying trade. ‘'The number:
of failors and fhipping which any particular capital ean employs.
does not depend upon the nature of ‘the trade, but partly upon:
the bulk of the goods in proportion to their value, and partly.
upon the diftance of the ports between which they are to be car--
ried ; -chiéfly upon ?‘ch«;‘formér of thofe two circumftances. The:
coal:trade from Newcaftle to:London,. for example, employs more:
| . | ~ {hipping.
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fhipping than all the carrying trade of England, though the ports € P%,AP
~are at no great diftance. 'To force, therefore, by extraordinary ey

encouragements, a larger fhare of the capital of any country into
the carrying trade, than what would naturally go to it, will not
always neceflarily increafe the fhipping of that country.

"T'nr capital, therefore, employed in the home-tradeof any country
will generally give encouragement and ‘fupport to a greater quantity
of productive labour in that country, and increafe the value of its
annual produce more than an equat capital employed in the foreign-

trade of confumption: and the capital employed in this latter trade -

has in ‘both thefe refpeé’rs a fHill greater advantage over an equal.

eapital employed in the carrying trade.  The riches, and, fo far as
power depends upon riches, the power of every country, muft al-

ways be in proportion to the value of its annual produce, the fund:

from which all taxes muft ultimately be paid. But the great object
of the .political ceconomy of every country, is to encreafe the

riches and' power of that country. It ought, therefore, to give no-
~preference nor fuperior encouragement to the foreign trade of
confumption ‘above the home-trade, nor to the carrying trade

‘above either of the other two., It ought neither to force norto

allure into- eithier of thofe two channels, a greater fhare of the ca-

pital of the country than what would ‘naturally- flow into them of:

its own. accord

EACI—I of thofe different branches of trade, however, is- not:
enly advantageous, but neceffary and = unavoidable, when the:

courfe of things without any conftraint or. violence: naturally ins-
troduces it..

Waen. the. produce of any particular branch of induftry exceeds:
thx’c the demand of the country requires, the furplus muit be:
; fent:
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B OIP K {fent abroad, and exchanged for fomething for which there s a
‘- demand at home. Without fuch exportation, 2 part of the pro-

dudtive labour of the country mufk ceafe, and the value of its annual
produce diminifh. The land and labour of Great Britain produce

7 generally more corn, woollens, and hard ware, than the demand
of the home-market requires. - ‘The furplus part of them, there-

fore, muft be fent abroad, and exchanged for fomething for which
there is a demand at home. It is only by means of fuch ex-
portation, that this furplus can acquire a value fufficient to
compenfate the labour and expence of producing it. The neigh-
bourhood of the fea-coaft, and the banks of all navigable rivers,
are advantageous fituations for induftry, only becaufe they facilitate
the exportation and exchange of fuch furplus produce for fome«
thing elfe which is more in demand there,

‘Wasx the foreign goods whichare thus purchafed with the fur~
plus produce of domeftick induftry exceed the demand of the home-
market, the furplus part of them muft be fent abroad again,
and exchanged for fomething more in demand at home. ~About
ninety-fix thoufand hogfheads of tobacco are annually purchafed
in Virginia and Maryland, with a part of the furphus produce
of Britifh induftry. But the demand of Great Britain does not
require, perhaps, more than fourteen thoufand. If the remaining
eighty-two thoufand, therefore, could not be fent abroad and ex-
changed for fomething more in demand at home, the importation
of them muft ceafe immediately, and with it the produdtive labour
of all thofe inhabitants of Civeat Britain, who are at prefent em-~
ployed in preparing the goods with which thefe eighty-two thou-
fand hogtheads are annually purchafed. Thofe gbods, which are
part of the produce of the land and labour of Great Britain, having
no market at home, and being deprived of that which they had
abroad, muft ceafe to be produced, The moft round about foreign.
“ 7 ' ' trade
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trade of confumption, therefore, may, upon fome occafions, be CH‘\P
as neceffary for fupporting the produétive labour of the country, \—-—y-'-d

and the value of its annual produce, as the moft direét.

WHEN ‘che' capital ftock of any country is increafed to fuch &
degree, that it cannot be all employed in fupplying the confamp~

tion, and fupporting the produétive labour of that particular coun-
try, the furplus part of it naturally difgorges itfelf into the carrying'

trade, and is employed in performing the fame offices to other:
countries. ‘The carrying trade is the natural effet and {ymptom:
of great national wealth: but it does not feem to be the natural

caufe of it. Thofe ftatefmen who have been difpofed to favour
it with particular encouragerments, feem’ to have miftaken the

effet and fymptom for the caufe. Holland, in proportion to.
the extent of the land and the number of its inhabitants, by far
the richeft country in Eurepe, has, accordingly, the greateft thare.

of the carrying trade of Europe. England, perhaps the fecond

richeft country of Europe, is likewife {uppofed to have a con~-
fiderable fhare of it; though what commonly paffes for the carrying.

trade of England, will frequently, perhaps, be found to be no

more than a round about foreign trade of confumption, Such.

are, in a great meafure, the trades which carry the goods of the:

Eaft and Weft Indies, and of America, to different European:
markets,  Thofe goods are generally purchafed either immediately -

with the produce of Britifh induftry, or with fomething elfe which

had been purchafed with that produce, and the final returns of-
thofe trades are generally ufed or confumed in Great Britain. - The
trade which is carried on in Britifh bottoms between the different
ports of the Mediterranean, and fome trade of the {fame kind car--

ried on by Britifh merchants between the different ports of India,..

make, perhaps, the principal branches of what is propezly the.

carrying tr ade of Great Butam v
TaE
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s extent of the home-trade and of the capital which can be
employed in it, is neceflarily limited by the value of the furplus.
produce of all thofe diftant places within the country which have.
occafion to exchange their refpective productions with one another.
That of the foreign trade of confumption, by the value of the fr-
plus produce of the whole country and of what can be purchafed
with it. ‘'That of the carrying trade, by the value of the furplus
produce of all" the different countries in the world. Its poflible

extent, therefore, is in a manner infinite in comparifon of that

of the other two, and is capable of abforbing the greateft ca=
pitals. '

Tur confideration of his own private profit, is the fole motive
which determines the owner of any capital to employ it either in.
agriculture, in manufactures, or in fome particular branch of the
wholefale or retail trade. ‘The different quantities of productive:
labour which it may put into motion, and the different values which,
it may add to the annual produce of the land and labour of the
fociety, according s it is'employed in one or other of thofe dif-
ferent ways, never enter into his thoughts. In ‘countries, there-.
fore, where agriculture is the moft profitable of all employments,
and farming and improving the moft direét roads to a fplendid
fortune, the capitals of individuals will naturally be employed in
the manner moft advantageous to the whole fociety. T he profits
of agriculture, however, feemn to have no faperiority over thofe of
other employments in any part of Lurope. Projettors, indeed,
in every corner of it, have within thefe few years amufed the pub-

* lick with moft magnificent accounts of the profits.to be made by
the cultivation and improvement of land. Without entering into.

any particular difcuffion of their calculations, a very fimple ob-
fervation may fatisfy us that the refult of them muft be falfe. We
fee every day the moft fplendid fortunes that have been acquired

4 | - in
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in the courfe of a fingle life by trade and manufatures, frequently C H AP,
from a very {mall capital, fometimes from no capital. A fingle x..a-y—-.e_

inftance of fuch a fortune acquired by agriculture in the fame
time, and from fuch a capital, has not, perhaps, occurred in
Europe during the courfe of the prefent century, 1In all the great
countries of Europe, however, much good land ftill remains un-
cultivated, and the greater part of what is cultivated is far from
being improved to the degree of which it is capable. Agrmultuxe,
therefore, is almoft every where capable of ablorbing a much
greater capital than has ever yet been employed in it. What cir=
cumftances in the policy of Europe have given the trades which
are carried on in towns fo great an advantage over that which is
carried on in the country, that private perfons frequently find
it more for their advantage to employ their capitals in-the moft
diftant carrying trades of Afia and America, than in the ‘improve-
ment and cultivation of the moft fertile fields in their own neigh-~
bourhood, I fhall endeavour to explain at full length in the two
following books.

Vor. I. ~ 3 N
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